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Cryostar Limited Company no 00541047

Directors' report for the year ended 31 December 2015

The directors present their report together with the fmancial statements for the year ended 31 December 2015 No
trading operations have been carned out during the penod The future of the company 15 subject to review by the
directors

The company 1s a member of the Linde Group and its ultimate parent company ss Linde AG

Oividends

No dividends were paid during the year (2014 nil} and the directars do not recommend the payment of a final
dividend for the year ended 31 December 2015 (2014 il

Directors

the directors of the company duning the year and, where relevant, subsequent to the year end were

Mr A C Brackfield

Mr DK TOevers

Mr N Palmer Resigned 15 Apnl 2016

Mrs S A Williams Appointed as alternate director 1o O Devers 14 January 2016

The directors are not subject 1o retirement by rotation

Auditor

The company was entitled to an exemption fiom audit pursuant to Sections 480(1} and 480(2) of the Companies Act
2006 for the year ended 31 December 2015

By order of the Board

/) July 2016
Secretary

The Priestley Centre
10 Priestley Road
Surrey Research Park
Guildford

Surrey

GU2 7XY

England
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Cryostar Limited Company no 00541047

Balance sheet as at 31 December 2015

inf 31/12/2015  31/12/2014
Current assets

Debtors amounts falling due within ane year 523 523
Creditors amounts falling due within one year (100} (100)
Net current assets 423 423

Capital and reserves

Allotted and fully paid ordinary shares of £1 each 2 2
Profit and loss account A1 421
shareholder's funds 423 423

For the year ended 31 December 2015 the company was entitled to exemption under section 480 ol the Companies
Act 2006 relating to dormant companies {the "Act")

Notes
1) The company's ulimate parent company 15 Linde AG, which 1s registered in Germany

2) These accounts have been prepared in accordance with the provisions applicable to companies subject to the small
companies’ regime

The directors

a) acknowledge their responsibility fer complying with the requirements of the Act with respect to accounting
records and the preparation of accounts, and

b) confum that the sole member has not required the company to obtain an audit of its accounts for the yearin
questron in accordance with sectron 476 of the Act

These accounts were approved by the Board of Directors on | G] July 2016 and are signed on its behalf by

e~ EZL 7

MrDKTDevers
Director
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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.
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CLOSE 10 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 deciston to joently tackle new chal-
lenges Is always built on trust - the
kind of trust that we win by combining
engineenng excellence with tnnova-
tive power, expenence and rehabiity

The results speak for themselves -
whether we are engtneenng a world-
scale petrochemical plant in Sibena or
optimistng a food freezing selution In
Mmalaysia

PAGE i}

B4

2

Dynamic
services

at Linde mean intensifying dialogue
with our customers The more you lis-
ten, the more you learn and the better
you can meet a customer’s individual
needs And that 1s the key to deliver-
tng services that quickly help our cus-
tomers achieve lasting efficiency gatns
We free our customers up to focus on
their core business and adapt rapidly
to new challenges

As part of our global Customer Expe-
nence initiative, we are establishing
many new customer touchpoints The
Engineering Division 1s demonstrating
how one-on-one engagement with pur
customers 1s driving bussness success
And our Healthcare business 1s deliv-
enng services that bepefit society as
a whole

PAGE IX
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Innovative
drive

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

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

PAGE XV
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At Linde, t,he dev%Lopment of tailored apphc{at}lgp;_/
begins with : areifFdep fhi-understanding of our ’/5}‘9’ ers’

needs. Our objectlve is.not only to meet but, even
more lmportantly,,to exceed expectatlons ’By com-
bining engmeermg excellence with innovative drive and
reliability, we are " able to deliver prOJects 10 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.

CONTENTS

A

Engineernng:
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Taillored applications

1

Through permafrost
with precision

ENGINEERING

v

58°12'N, 68° 16’0

Tobolsk

Siberia’s second oldest aty,
major refining centre and
key petrochemical hub.
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TOBOLSK 1S A KEY LGCATION FOR S1BUR
THE COMPANY IS NOW BUILDING ONE OF
RUSSIA’S LARGEST ETHYLENE PLANTS
NEAR THE EXISTING POLYMER PLANT
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CLOSE 70 THE CUSTOMER

THROUGH PERMAFROST WITH
PRECISION ENGINEERING

Tobolsk, Siberna Dense fog billows over
the vast steppes of Western Sibena
Huge amounts of crude ol and natural
gas are extracted from the depths of
this regson Not far trom the Russian
aty of Tobolsk, the country’s leading
petrochemical company, SIBUR, is tak-
ing a major stnde into the future by
constructing one of Russia’s largest
ethylene plants - and Linde 1s playing
a deaisive role 1n the project

Known simply as Tobolsk 2, 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
chmate and geography In winter, tem-
peratures here fall as low as minus 40
or even minus 5o degrees Celsius, while
1cy 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 sohd in winter, the active layer
above the permatrost thaws in summer,
turning the rock-hard ground into wet-
lands Supplying the construction site
with matenals and resources 15 thus a
major logistical feat, requinng meticu-
lous planning to ensure key camponents
from around the globe always reach the

¥l

site on ime 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 thawng from the up-
per reaches in spring, 10 autumn they
freeze from the estuary back towards
the headwaters agan So m the worst
case scenario, a delay of just a few days
could mean postponing a delivery to the
next summer When it came to selectinga
rehable partner for this project, the SIBUR
management team knew from the out-
setthatit needed a company capable of
stepping up to these extreme conditions

Linde made it strarght to SIBUR’s shorthst,
thanks partly to the wealth of experience
that Linde has gained from the successful
delvery of around 4,000 petrochemical
ptants worldwide Inaddition, Linde had
already won SIBUR's trust by constructing
a polypropylene plant at Tobolsk Ult-
mately, though, the key success factor
0 securing this follow-up contract was
the company’s outstanding engineening
know-how and comprehensive engineer-
Ing, procurement and construction (EPC)
experience in realising complex facilities

Time and again, major projects involving
bilion-euro investments have demon-
strated Linde’s ability to exceed customer
expectations with execution excellence
and exceptional reliabiity Pioneenng
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-
ingplantsin Tobolsk, designed to generate
high-quahty feedstock for polymer pro-
duction In total, 3round 100,000 tonnes
of concrete and 60,000 tonnes of steel
ate going mto Tobolsk2's construction, as
well as almost 5,000 kilometres of cable

Even selecting and combiming the maten-
als 15 a challenge Every tndividual plant
component must be able to withstand the
extreme local temperatures and permit
start-up and shut-down at any time, while
also contnbuting to cost efficiency Linde
1s channelling the technology know-how
that it has gained as one of the world’s
leading plant engineers into this project,
further cementing the company's position
at the forefront of the market

Work progressed well in 2015, with the
project running on schedute Construc-
hion work sheuld be completed 1n 2020
When 1t goes on stream, the plant will
produce ethylene at a rate of around
15 million tonnes per annum (tpa), as
well as 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, 1t
will enable the Russian polymer industry
to meet sharply rnsing demand for feed-
stock without relying on imports This
will enbance SIBUR's value chamn deep
into the downstream industry sectors




ENGINEERING

I 4

AT A GLANCE

Extended product portfolio

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

Tailored applications

1

Spiralling success
FOCD

Frozen food 1s a real success story within
the food business !n Germany alone,
annual consumpuen of frozen food has
Jjumped from around 17 kilograms per
person in 1984 ¢ 42 kilograms in 2014

These figures show Just how dynamic this
industry 1s - and also give some indica-
tien of how fierce competition must be
Frozen food 1s a billion-eurg business
Securing a place at the prnnacle requires
constant innovation, new product lines
and ongoing technelogy optimisation

for many years now, Malaysian frozen
food producer MacFood has placed its
trust tn Linde's engineering know-how
This was recently put to the test once
again in 3 bid by macFood to save hquid
mtrogen and thus dnive down the costs
of its freezing process The particular
challenge here was to retain the existing
spiral freezers and accomphsh the entire
revamp withoutinterrupting production
Aglobal first, since no freezer system had
ever been upgraded in this way before

Following an in-depth analysis of a spi-
ral freezer, Linde Malaysia presented a
solution 1n February 2015 that not only
increased efficiency by up to zo percent
but also gave MacFood over 30 percent
more production capacity Instead of
2,000 kilos per hour, the new system can
now freeze 2,900 kilos Thanks to this
revamp, MacFood has saved investment
costs to the tune of around 4 million eu-
ros 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 with a
total contract volume of so milhon euros

B 4

SUCCESS STORY

Contract extended

PARTNERSHIP SECURED INTO 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 decded ahead of time
to extend the existing contract to 2027.

Vil
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FACTS & FIGURES

Positive outcomes

LINDE IMPROVES NUMEROUS FACTORS

.....................................

GAS FLOW VELOCITY ACCELERATED
FROM 3 TO 6 METRES PER SECOND

2014 2016

LIQUID NITROGEN CONSUMPTION
REDUCED 8Y AROUND 20 PERCENT

2014 2016

0 0 -2on

PRODUCTION CAPACITY INCREASED
8Y AROUND 30 PERCENT

2014 2016

DD L300




CLOSE TO THE CUSTOMER

1

Dynamic
SEFVices

N

Direct communication and active, one-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.

(ONTENTS

A

Customer Expernience:
No voice unheard
PAGE X

Telehealth:

Helping patients become
more independent

PAGE X1V
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Dynamic services

2

No voice unheard

CUSTOMER EXPERIENCE

4

WORLDWIDE

Pilot countries

The Voice of the Customer
platform has been success-
fully rolted out to fifteen
countries around the globe:
Australia, Austna, Canada,
China, the Czech Republic,
Denmark, Germany, India,
Ireland, Malaysia, New Zea-
land, Norway, South Afnica,
sweden and the UK.
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AT A GLANCE

Customer Experience - listen, learn, live

LINDE'S YOICE OF THE CUSTOMER (VOC) PLATFORM GIVES CUSTOMERS NUMEROUS TOUCHPOINTS BEYOND
THE ANNUAL CUSTOMER EXPERIENCE ((X) SURVEY

2015

CX SURVEY DIALOGUE (var) 20158

» 12 KEY MARKETS —h » ROLLED OUT 10 15 COUNTRIES,

» 2,500 PARTICIPANTS v 14 MORE 10 FOLLOW

» ANNUAL RESPONSE Semneed » 28,000 PARTICIPANTS IN UK ALONE

» CONTINUOUS ENGAGEMENT

Touchpoints along the customer journey
TYPICAL TOUCHPOINTS FOR A CYLINDER CUSTOMER
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CUSTOMERS CAN USE DIFFERENT COMMUNICATION CHANNELS
PRESALES
QR CODE ON LINK ON DRIVER TELEPHONE WITH VOGICE
THE BILL INFO CARD RECOGNITION SERVICE
Benefits
FOR LINDE FOR THE CUSTOMER
» BUILD CUSTOMER LOYALTY » EASIER, MORE DIRECT INTERACTION WiTH LINDE
» STRENGTHEN IMAGE » FASTER SERVICE
» MOTIVATE EMPLOYEES » OPTIMISED EXPERIENCE OVERALL
OQutcome

INSIGHTS COLLECTIVELY GAINED FROM CUSTOMER ENGAGEMENT INITIATIVES FLOWED INTO 118 QPTIMISATION PROJECTS IN 2015
THE FOLLOWING 15 JUST ONE EXAMPLE

Oct 2015 500 530 App 25%
OPTIMISATION PROJECT CUSTOMERS USE TRUCKS FOR CUSTOMERS DROP IN NUMBER OF QUERIES
KICKED OFF IN CHINA THE NEW SERVICE ARE NET- 7O CHECK DELIVERY ON DELIVERY STATUS
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CLOSE TO THE CUSTOMER

NGO VOICE UNHEARD
CUSTOMER EXPERIENCE

Listening to the customer a virtue that
companies often preach but seldom
practise Linde i1s striving to make the
voice of every single customer heard
Mot only does this strengthen business
refationships, the resulting dialogue
helps Linde make targeted improve-
ments to products, processes and ser-
vices Which 15 why the company 1s
intensifying its efforts in this area and
aiming for even greater customer en-
gagement around the world

usten and learn - so the mantra goes it
follows then, that the more we histen the
more we learn Learning from custom-
ers s only possible if they can engage
directly and easilly Moreover, the loop
must be closed the insights collectively
gained from customer engagement must
be directly channelled into the night
projects, strategies and processes in-
tensifying dialogue between Linde and
customers therefore has been and con-
tinues to be the aim of the company-wide
Customer Expenence {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 chent with an on-site gas

xn

production plant Yet they contnbute just
as much to revenue The CX programme
will make it just 3s easy for this base of
around two million cylinder customers
to reach Linde

An annual susvey run by Linde 1n twelve
key markets provides the basis for a
deeper understanding of customer needs
The results of this customer engagement
candrnive strategy in a top-down manner
But that’s not all Complementing this,
the CX programme provides mechanisms
ta encourage dialogue at a transactionai
level This follows a bottom-up approach,
led by continugus customer engagement
with fronthne employees

A key tool in this initiative 1s the voice
of the Customer platform This increases
the number of channels and touchpeoints
customers can use to reach Linde Ateach
stage in the customer journey - bett cyl
inder deliveries, collections, telephone
orders, iInvoicing or tn-shop purchases -
they have the opportunity to provide
feedback A digital dashboard bundles
customer comments and suggestions in
real ime Urgent 1ssues are processed
immediately and quenes 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 reqularly flows
inte the 120 or so optimisation projects
cunently underway tn response 1o 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 CRGANISED BY LINDE

» Customer survey
(12 countries)
> Voice of the Customer
platform (15 countries)
» Thank You campaign (UK)
» Buddy programme {UK)
» (X Gold Star award (Indi13)

In China, for example, Linde got closer to
1ts customers by launching the company’s
first-ever dehvery tracking service The
e-notification app service keeps custom-
ers informed of their delivery status 1t
updates arnval times and provides a de-
livery notice one hour before dehivery -
via phone, text messaging or WeChat,
a Chinese smartphone chat application




CUSTOMER EXPERIENCE

Increasing customer touchpoints s,
however, not the only success factor
behind vibrant and productive customer
engagement 1t1s also imporiant to em-
bed customer engagement deep within
a company’s culture Which 1s why the CX
initrative includes a variety of measures
to ensure that all Linde employees, irre-
spective of individual roles, expernence
customer interaction fisst hand One ex-
ample 1s the UK's Customer Experience
Month Itincluded a Thank You campaign
where 300,000 customers were invited
to Linde and personally thanked by em-
ployees Alson 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 10 employees
who submit the best ideas for improving
customer expenence

The Customer Experience programme will
continue into 2016 with numerous initi-
atives to inspire and energise customer
dialogue - all with the aim of ensuring
that ne voice goes unheard

A

B 4

SUCCESS STORY

Culture promoting customer engagement

LE CUSTOMER SERVICES

Linde Engineering’s Customer Services (CS)
team 1s 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 CS department is
firmly on the path to success, doubling order
volume every year since 2013.
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Dynamic services

2

Helping patients become more independent

TELEHEALTH

Beds in British hospitals are scarce - the
nation’s public healthcare facilities have
been chromcally overstretched for many
years now Care at home s a potential
answer to this escalating bed cnsis The
National Health Service (NHS) relies on
private contractors - such as 80C, UK
member of The Linde Group - to dehver
homecare services BO('s telehealth
oftering s much more than an innovative
care model Digital networking across
patients, doctors and nursing staff not
only relieves the NH5, 1t also increases
patient autonomy This means that BOC's
oftening has both a social and economic
dimension, since caring for patients is
extremely time-intensive and associated
with very tugh costs for family members
and their employers Against the back-
drop of ageing populations in industn-
alised counines, healthcare has now
become a major economic factor

Xy
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FACTS & FIGURES

Close to the customer - the world over

CUSTOMER EXPERIENCE ACTIVITIES

In 2013, there were 2.8 hospital 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 o) and Japan (13 3).
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JAPAN

13.3

There are currently more than 11.4 million UK citizens over
the age of 65 By 2050, this share of the population will rise
sharply to exceed the 19-million mark

CITIZENS OVER THE AGE OF 65 IN 2014

11.4 m

CITIZENS OVER THE AGE OF 65 BY 2050

19.0 m




CLOSE TO THE CUSTOMER

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.

CONTENTS
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3

Digital cylinder valve:
Into the digital age
PAGE XVI
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Innovative drive

3

Into the digital age

DIGITAL CYLINDER VALVE

B 4

55°51'N, 4°15'0

an%
Glasgow

Scotland’s largest aity.
Flounishing industry,
especially around crude
oill, naturat gas, chemicals
and biotech, have made
Glasgow the UK's third-
largest industrial hub

xvil







CLDSE 1O THE CUSTOMER

INTO THE DIGITAL AGE
DIGITAL CYLINDER VALVE

Big data 1s dniving process efficiency
gains around the world And at Linde,
valves are now communicating to bring
the benefits of digitalisation to custom-
ers Not only does Linde’s innovative
digntal cylinder valve stmphfy every-
day management of industnal gases,
1t 15 yet another example of how the
company’s innovative capabilities are
adding value to 1ts customers

Xvill

Linde 1s taking its next big step to-
wards Industry 4 0 in Scotland Since
December 2o1s, the company has been
canducting field tests for a new digs-
tal cylinder valve inspired by LIV®1G - 3
smart valve already 1n use in the med-
1cal sector

Known as EVOS™ Dy, ths latest advance
15 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 1s connected to
an online system that displays its key
parameters via an app Netwoiking the
virtval with the physical, the Internet of
Things marks a quantum leap in process
optimisatton 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 Thisin-
creases etfiaency and minimises risks on
the customer side The cylinder’s digital
technology thus ensures uninterrupted
supply and business continuity To putit
simply, when the contents of one cylinder
are running low, the next one s already
on its way This leaves customers of all
sizes, from solo welders to chemical or
refining giants, free to concentrate on
developing their business - rather than
worrying about supply chain secunty

The smart EVOS™ DU cyhinder vatve 1s a
defining step n the transition towards
the technologies of tomorrow These
are enabled by big data, which Linde 15
leveraging to unlock the markets of the
future - for itself and for its customers

-V

AT A GLANCE

The networked cylinder

LINDE'S NEW SMART VALVE WILL ENABLE CUSTOMERS TO EASILY MONITOR,
MANAGE AND ANALYSE THEIR GAS CONSUMPTION
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2015 was a turbuient year for you, as Linde sharehaolders, or
for us as a company Our share price perfarmance has not
been satisfactory over the past few months This s due to
anumber of factors The weak global economy, particularly
in the emerging markets, which are key markets for ys, had
a marked negative impact on global industnial production
What 1s more, geopolitical tension, local trouble spats
and low ail prices fuelled a marked reluctance to nvest
among our customers ia 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 gperating profit Linde achieved 3 5 2 per-
cent increase in Group revenue in the 2015 financial year
1o EUR 17944 Bn Al EUR 4131 bn, Group operating profit
exceeded the pricr year value by s 4 percent

We will be sticking unreservedly to our refiable div-
idend policy in the future as well At the Annual Gen-
eral Meeting on 3 May 2016, the Executive Board and
Supefvisory Board will propose the payment of a divi-
dend of Eur 2 45 per share (2014 Eur 315 per share) This
implies an increase in dividend of 9 5 percent, which
1s disproportionately high relative to earnings growth
This sends out a positive signal to you, our shareholders,
and reflects cur firm conviction that we will be able to
ensure stable and profitable business development in
the future, too

Although some markets fell short of expectations, we
nevertheless wrote a number of considerable success
stanes last year These include the long-term extension
of cur supply agreement with PEMEX 1n Mexico and, last
but not least, the strategic partnership with Gazprom in
Russia, which paved the way tor our first plant construc-
tion agreement

The overall pronounced reluctance to embark on large-
scale investments due to sustained low o1l prices ultimately
forced us to revise our revenue forecast for the full year
2015 because of the weaker engineering business In the
medsum term, we are likely to continue operating in a
market environment characternsed by moderate growth,
geopolitical instabihity and extremely volatile capital mar-
kets As aresult, we adjusted our 2017 targets for Group

Y

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

There Is no doubt that we are currently experiencing
a period of uncertainty We are still aiming to ensure sta-
ble, sustainable and profitable growth for the Company

Adjusted for currency effects, we expect a Group rev
enue performance between-3 percent and +4 percent I
the 2016 financial year Asfar as Group operating profit 15
concerned, we also expect a currency-adjusted develop-
ment between -3 percent and +4 percent in the current
year We have set avalue of around 9 percent as our target
for the return on capital employed

Dear shareholders, rest assured that we plan to tackle
the challenge facing us head on We have made a conscious
deasion to focus on our strengths promising innovations,
application-oniented preducts and services, and competi-
tive, energy-efficient plants

The backbone of our Company 15 the interplay be-
tween the Gases and Engineesing Division And we plan
to maintain this integration in the future, too We can
exploit synergies in the two areas to further strengthen our
business with the construction and operation of facilities
for major customers In our business with hquefied 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 1o do so, we
will also be supplementing these activities with targeted
smaller and medium sized acquisitions tn promising areas

I am convinced that we will be able to build further on
our success despite 3 very challenging market environ-
ment Linde 1s well positioned to rise to the challenges
of the future We have a robust business madel, a highly
diverse customer base, business relationships in a large
number of different sectors and a global presence in key
growth markets

we will continue to concentrate on what we do best
in your interest namely offering our customers the most
inngvative solutions ang the best services Our am 15 to
take action from a position of strength to ensure that we
manage Linde as a quarantor of stability and reliability
for you, our shareholders

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

DR WOLFGANG BUCHELE
BORN 1959

Doctorate in Natural Stiences [Or rer nat ],
Degree in Chemistry
Chief Executive Officer

Responsible {for Opporturity & Project Development
and the following Corporate &5upport Funactions
Corporate Communications & Investor Relations
Corporate Internal Audi, Corporate Office,
Corporate Strateqy & Market Intelhigence,

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

THOMAS BLADES
BORN 1956

Bachelor of Science in Electrical Engineerning [Cipl Ing |

Responsible for the Americas segment,

for the Global Gavernance Centres Deliver,
Healthcare and Qperations 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 Engineenng Division and for the
Corporate & Support Function Technology & Innovation
Member of the Executive Board since 2015

GEORG DENOKE
BORN 1965

Degree in Information Science
Degree in Business Administration [BA]

Responsible for the Corporate & Support Functions

Graup Accounting & Reporting Group Information Services,
Group Insurance Group Mergers o Acquisitions,

Group Procurement, Group Risk Management Group Jax,
Group Treasury, Operational Finance,

Financiat Control & Investments Real Estate and for
Finance/Financial Control for the EMEA, Amenicas and
Asia/Pacific segments

Human Resources Director

Member of the Executive Board since zoos

BERND EULITZ
BORN 1965

Degree in Enguneening

Responsible far the EMEA
[Furope, Middle East, Africa] segment
mMember of the Executive Board since 2015

SANJIV LAMBA
BORN 19624

Chartered Accountant
Bachelor of Commerce

Responsible for the Asia/Paafic seqgment and for the Globa!
Governance Centres Merchant & Packaged Gases [liquefied
gases and cylinder gas] and Electromics [etectronic gases}
Member of the Executive Board since 20m
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THOMAS BLADES - SAN)IV LAMBA - BERND EULITZ
OCR WOLFGANG BUCHELE - GEORG DENOKE - DR CHRISTIAN BRUCH
[FROM LEFT TO RIGHT]
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THE SUPERVISORY
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Members of the Supervtsory Board

DR MANFRED SCHNEIDER
[CHAIRMAN]

Former Chairman of ihe Supervisory Board
of Bayer AG

HANS-DIETER KATTE
[OEPUTY CHAIRMAN]

Chairman of the Pullach works Council,
Engtneering Division Linde AG

MICHAEL DIEKMANN
[SECOND DEPUTY CHAIRMAN]

Former Charrman of the Board of Management
of Allianz SE

PROFESSOR DR
ANN-KRISTIN ACHLEITNER

Protessor at the
Techmcal University Mumich [TUM)

DR CLEMENS BORSIG?

Chairman of the Board of Management

of Deutsche Bank Foundation,

Former Chairman of the Supenisory Board
of Deutsche Bank AG

ANKE COUTURIER®
Head of Global Pensions,
Linde AG

FRANI FEHRENBACH

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

of Robert Bosch Industrietreuhand KG

*Employee representative

GERNOT HAHL®
Chairman of the Worms Works Council,
Gases Divisian, Linde AG

DR MARTIN KIMMICH'
Second Authonsed Representative, 1G Metall Munich

DR VICTORIA OSSADNIK

Member of the Board of Management

of microsoft Deutschland GmbH

(member of the Supervisory Board since 7 January 2018)

XAVER SCHMIDT'

Trade Union Secretary of 1G Bergbau,
Chemie Energie Hanover

FRANK SONNTAG'

Chaiman of the Dresden Works Council
Engineering Division, Linde AG

Members who left the Supervisory Board on
31 December 2015

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

*Independent expert member as defined by § 160 (5) and § 107 (a) of the German Stock Corporation Act (AktG)

Memberships of other German siatutory supervisory boards and comparable German and foreign boards are shown i vore {27}

of the Notes to the Group finangal s1atemenis
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Supervisory Board committees

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

-1 DR MANFRED SCHNEIDER
[CHAIRMAN]

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

STANDING COMMITTEE

— DR MANFRED SCHNEIDER
[CHAIRMAN]

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

AUDIT COMMITTEE

— DR CLEMENS BORSIGT
[CHAIRMAN]

— PROFESSOR DR ANN KRISTIN ACHLEITNER
— GERNDT HAHL'

— HANS-DIETER KATTE'

— DR MANFRED SCHNEIDER

NOMINATION COMMITTEE

— DR MANFRED SCHNEIDER
[CHAIRMAN]

— MICHAEL DIEKMANN
— FRANZI FEHRENBACH

"Employee representative
*Independent expert member as defined by § 100 (5) and § 107 {4) of the German Stock Corporation Act (AktG)

Memberships of other German statutory supervisory boards and comparable German and foreign boards are shown in NOTE {37]
of the Notes to the Group financial statements
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Despite the global econemic slump, our Company continued
to grow during the 2015 financial year

The Supervisory Board would like to thank the Executive
Board and all Linde Group employees across the globe for
their active commitment and their performance over the
last financial year

Overview

During the reporting year, the Supervisory Board conducted
detailed reviews of the Group's situation, its prospects and
its strateqic development, as well as the future long-term
positioning of The Linde Group and key individual imitia-
tives We monitered and advised the Executive Board in the
renning of 1ts business operations 1n accordance with the
duties assigned to us by law, the articles of assotiation and
the Supervisory Boards precedural rules Through verbal
updates at our meetings and in the form of wntten reports,
the Executive Board reqularly provided ws with timely and
comprehensive updates on company performance, the
aconomic situation, profitabnlity and plans for the company
and its subsidianies, as well as briefing us on all Issues
relevant to the strategy being pursued by the company
and nts subsidianies, planning, business development, the
nsk situation, 11sk management and comphance We as-
sessed the plausibility of all documents presented to us
and regularly consulted the Executive Board on significant
1ssues 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 Board This appliesin particular to the
annual capital expenditure programme, major acquisitions,
divestments, and defined capital and financial measures
In cur committees and at meetings of the full Supervisory
Board, we carried out cntical reviews of the reports and
proposed resolutions submitted by the Executive Boards
and put forward our suggestions The Chairman of the
Supervisory Board also ensured that he remamed up to
date on the current business situation, sigaificant business
transactions and decisions taken by the Executive Board,
doing se through vanous channels including the minutes
of Executive Board meetings He maintained close contact
with the Executive Board and with the Chuef Executive
Officer in particular, sharing information and 1deas, and
held regular consultations with the CEQ on the Group’s
strategy, planning, business development, nsk situation,
nsk management and compliance On the basis of the
reports submitted by the Executive Board and the audtors
report, the Supervisory Board was able 1o satisfy itself as
to the effectiveness of the risk momitering system set up in

accordance with §914(2) of the German Stock Corporation
Law (AktG) Alno time during the year did the Supervisory
Board raise any obyections 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 twp meetings which one
Supervisery Board member was unable to attend in each
case, all twelve Supervisory Board members took part in
the meetings The members who were unable to attend
participatedin the passing of resolutions by casting thesr
votes In wnting The members of the Executive Board
took part in the Supervisary Board meetings unless the
Chairman of the Supervisory Board decided otherwise
Where necessary, the Supervisory Board 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 Baard meetings also addressed Linde’s
financial and nisk sitwation, strategy, cemphance with
legal regulations and with wnternal guidelines, and key
individual business transactions requinng Supervisory
Board approval After atherough review of the documents
submitted and detailed discussions on the proposals of the
Executive Board, the Supervisory Board granted all the
necessary approvals In 201s, all of the reso'utions adopted
by the Supervisory Board were adopted at meetings

Once again during the reporting year, the Supervisosy
Board's advisory and monitoring activities focused on the
Group's growth prospects, its individua! lines of business
and wts reportable segments We regularly discussed the
petenti2l impact of the global economic situation and
currency effects, the impact of o1l price developments
and the order situation in the plant construction sector
with the Executive Board, alongside issues relating to the
development of indivadual markets, while also discussing
how to plan for the future and considering the stability of
future developments Activities in 2015 also focused on the
efficency improvement programme that was launched in
2014 and on the acquisiteon of the US homecare company
Amencan Homefatient, (n¢

At the Supervisory Board meeting to approve the
financial statements on 13 March 2015, we discussed in
detaill and approved the annual financial statements of
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Linde AG and the Group financial statements for the year
ended 31 December 2014 and agreed the proposed ap-
propniation of earnings On the basis of a proposal made
by the Standing Committee, we agreed on the targets
reached in relation to the vanable cash emoluments and
total emoluments earned by the individuat Executive Board
members for 2014 In addition, we 1ssued the declaration
of compliance with the German Corporate Governance
Code and adopted the Report of the Supervisory Board
and the Corporate Governance Repoft for 2o14, as well
as the agenda for the Annual General Meeting, Including
the propased resolutions Inaddition to 1ts regular reporis
on business performance and the general position of The
Linde Greup, the Executive Board also presented us withan
updated plan for the 2015 financial year and the updated
mediwm-term business plan This inctuded information on
variances from the prior-year budget The Executive Board
dealt in detail with selected key performance indicators
and briefed us on their finanaial and operational impact on
Linde Inaddion, the Chief Executive Officer provided a
progsess repost on the development of the organisational
model The Act on the Equal Participation of women and
Men in Leadership Positions in the Private Sector and the
Public Sector (Gesetz fur die gleichberechtigte Terlhabe
von Frauen und Mannern an Fuhrungspositionen 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 Beard 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
opportunities in the healthcare business After being pro-
vided with detatled information by the Executive Board, we
also consented to a transaction requiring approval, which
related to an internal refinancing measure The meeting
also addressed the 2014 mandatory £MIR audit pursvant
to §20 of the German Securities Trading Act {(WpHG), a
systemn audit on comphance with the requirements set out
inthe Secunties Trading Law Additionally, the meeting was
used to prepare for the subsequent sharehalder meeting

Al an extraordinary meeting held on 25 June 2015, the
Supervisory Board took a detailed look at the planned
acquisttion of the US homecare company American Home-
Patient, Inc We used this meeting to look at the transaction
in detaif and assess the associated oppartunities and risks,
the entrepreneunal 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 Executrve Board’s proposal

At our meeting on 25 September 2015, the Execulive
Board outlined in detail the econoemic situation facing The
Linde Group and its divisions and descnbed the outlook for
the full zo1s financial year A focus report also outfined the
status of the homecare acquisition project in the US The
meeling also fecused on progress made in tmplementing
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the strategies highlighted in earlier years, strateqic devel-
opment and the Group’s competitive environment The latest
developments in relatien to strategy and the competitive
posttion of The Linde Group and its divisions were covered
in detail Key questions discussed included the strategic
positioning and direction of Linde and sts divisions, and
projects considered or launched in this regard, as well as
the impact of such prejects on The Linde Group’s financial
position, net assets and results of operations Taking into
account the current general economic cimate, the Executive
Board outhned the apportunities and risks in an internation
ally competitive environment, as well as the significance
and further development of the efficiency improvement
programme The Executive Beard also explaned the im-
plementation of the new Act on the Equal Participation
of Women and Men in Leadership Positions at the two
levels of management below Executive Board tevel The
Supervisory Board set a target for the proportion of women
on the Executive Board of Linde AG for the period leading
up to 30 June 2017

At the final meeting of the year on 7 December 2015, we
looked at current business developments and the perfor-
mance of the Group In compartson with 11s man competitors
We also looked at the situation, epportunittes, risks and
strategy of the US healthcare subsidiary Lincare Holdings Inc
In particular, the report of the Lincare (£0 addressed the
imminent state price cuts for services in the US healthcare
business and the integration of the planned acquisition of
American HomePatient Inc , which was approved by the
Supervisory Board in June 2015 The Executive Board also
reported en the current business and financial situation
following the concluston of the third quarter On the basis
of comprehensive decumentation, we also dealt with the
preview of the 2015 financial statements, the budget for
the 2016 financial year and the medivm-term business plan
for the years 2017 to 2019, ncluding financial, capital ex
penditure and human resources plans Each of these was
considered in detail We carnied out an extensive review of
the assumptions made by the Executive Board, particularfy
with regard 10 the risks for the Group associated with the
geneial economic environment The Executive Board ex-
plained any vanances between the plans and targets and
the actual results We also discussed the propasal made by
the Executive Board to have the 2016 Investment programme
approved in detail After careful examination, we granted
our approval Finally, in the absence of the Executive Board,
we took at detailed look at the results of the Supervisory
Board’s ethaency review and discussed improvement meas-
ures for our Supervisory Board activities Based on the
outcome of the efficiency review, suggestions regarding
future personnel changes or the Supervisory Board and
additional topics to be addressed by the Supervisory Board
were taken up We also discussed the regular fimit on the
length of Supervisory Board membership
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Committees and
committee meetings

The Supervisory Board continues to have four commit-
tees the Mediation Committee, formed under §27 (3) of
the German Codetermination Act {MitbestG), the Stand-
ing Camemittee, the Audit Commitiee and the Nemination
Committee The Chairman of the Superwisory Board chairs
all the committees with the exception of the Audit Com-
mittee The current members of each committee are histed
onrace 7 Information about the responsibitities of each
committee i1s given in the Corporate Governance Report
ONPAGES 1470 21

The Standing Committee of the Supervisory Board held
two meetings during the reporting year, one of which was
held in the form of @ teleconference In addition, one res-
olution was passed by wniten proceedings The Charrman
of the Standing Committee also remained in close contact
with the other committee members outside meetings in
order to haise an particularissues The Standing Committee
addressed persennel matters relating to active and former
Executive Board members and prepared Supervisory Board
deasions on the remuneration of the Executive Board
The meetings also looked at 1ssues relating to the Act on
the Equal Participation of Women and Men in Leadership
Pasitions The Standing Committee also adopted changes
to the articles of associatien required as a result of the
1ssuing of shares to fulfil share options and gave 1ts consent
to members of the Executive Board taking up mandates
and secondary occupations with other companies, estab-
ishments and institutions In a teleconference held at
short notice, the Executive Board informed the Standing
Commitiee 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 2017

The Audit Commitiee met on four occasions dunng the
year undei review in the presence of the auditors, the
Chief Executive Officer and the Chief Financial Officer
1t discussed and reviewed in detail 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 Commitiee raised
ne objections on the basis of its reviews No significant
weaknesses in the accounting-related internal control sys
tem or in the system for the early identification of nsks
were detected by the auditors The Executive Board also
discussed theinterim and half-year hinancial reports with
the Auvdit Committee, 1aking into account auditor’s report
on the review prior to their publication In add:tion, this
Committee prepared the proposal from the Supervisory
Board on the appointment of the auditoss at the Annual
General Meeting, 1ssued 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 auditars and
the services provided by the auditors in addition to the
audititself 1t 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 in relation to such services
Furthermore, 1t kept up 1o date on the evolution of the nisk
management system and compliance structures, compli-
ance 1ssues, any jegal or regulatory risks, the nisk position
and the 1dentification and monitoring of risk within the
Group The Audit Committee also reviewed the evolution
of internal controt systems within the Group based on a
presentation by the Executive Board 1t received a report on
the structure, roles and responsibilities within the Internal
Audit department, on s audit work and the audit plan for
2015 The Audit Committee was briefed on the efficiency of
the internal control system, nisk management system and
internal audit system, it discussed the findings 1n detail
and was duly satisfied as to the efficacy of the systems
tn question The Executive Beard also briefed the Audit
Commuttee on a reqular basis with regard to the status
of various activities relating to the external and internal
financing of the Group and the safeguarding of its hquidity
Other issues included the 2014 mandatory EMIR audil pur-
suant to §20 of the German Secunities 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 Prufstelie
fur Rechnungslegung) The random review did not lead
to any findings For selected agenda items, department
heads also attended meetings of the Audit Committee,
submrtting reports and answenng questians In addition,
the Chairman of the Audit Commitiee held talks onissues
of significance in the penods between committee meet-
tngs, with the Chairman of the Supervisory Board, Chief
Executive Officer, Chief Financial Officer and the auditors
In particular The Audit Commuttee and, where necessary,
the Supervisory Board were regularly appraised of the
outcome 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 Muller, who left the Supervisery Board at
his own request with effect from 31 December 2015 When
making its recommendation, the Nomination Committee
took account of all requirements and aebjectives regarding
the composition of the Supervisory Board based on the
legistation and the German Corporate 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
1o attend, all committee members attended the commit-
tee meetings
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The committee chairmen reported in detail on the agendas
and outcomes of their commitiee meetings at the plenary
Supervisory Board meeting following their sessions

Corporate governance and
declaration of compliance

we continually monitor changes to the German Corporate
Gavernance Code and permanently venfy that the pro-
visions are being implemented correctly In March 201s,
the Executive Board and the Supervisory Board 1ssued
an updated declaration of comphiance 1n accordance with
§161 of the German Stock Corporation Act (AktG) and
made 1t permanently available to its shareholders on the
Company’'s website www tivoF com Further information
on corporate governance at Linde can be found in the
Corporale Governance REport SFe PAGES 14 10 21

Annual financial statements and
Group financial statements

KPMG AG Wirtschaftsprufungsgesellschaft, Berlin, (KPMG)

audited the annual financial statements of Linde AG pre-
pared n accordance with the principles set out in the

German Commercal Code (HGB), as well as the consoli-
dated financial statements of The Linde Group for the year
ended 31 December 2015 prepared in accerdance with {FRS

as adopted by the European Union including 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-
plhance wath International Standards on Auditing (1SA) The

auditors have confirmed that the Group financial statements

and the combined management report meet the require-
ments set out 1n §315a (1) of the German Commercial Code

(HGB} and have issued unqualified opinians on both the

Group financial statements and annual financial statements

In accordance with the terms of its engagement, KPMG per-
formed audit reviews of the intenm and half-yearly financial

reports In the 2015 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 legat requirements in the 201s financial year, the audit
focused on the “Quality assessment of the Internal Audit

activities of Linde AG" No significant weaknesses i the

accounting-related internal control system or in the system

for the early identification of risks were detected by the

auditors Once agarn duning the reporteng year, the auditors

declased their independence to the Audit Committee

The documents relating to the financial statements

and the audit reports were issued 1o all members of the

Supervisery Board ingood time They were then the subject

of extensive dehiberations at the Audit Committee meet-
Ing en & March 2016 and the meeting of the Supervisory

12

Board to approve the financial statements on 9 March 2016
The auditers took 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 Committee
also presented the results of its review to the Supervisory
Board We conducted our own examination of ali of the
documents submitted and the audit reports and discussed
them in detail Afier considening the results of the prelim-
Inary revtew by the Audit Commuttee and the final results
of our own review of the documents submttted to us by the
Executive Board and by the auditors, we find ne grounds
for objection and concur with the results of KPMG's audit
We hereby approve and adopt the financial statements of
tinde AG and the Group financial statements for the year
ended 31 December 2015 as drawn up by the Executive
Board, the annual financial statements of Linde AG are
hereby final We also approve the Executive Boards pro
posal for the appropniation of profits
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Changes to the composition of
the Supervisory Board and the
Executive Board

Klaus-Peter Muller restgned from the Supervisory Board
with effect from 31 Becember 2015 Br Victona Ossadntk
was legally appointed to succeed him with effect from
7 January 2016 The Supervisory Board would like to thank
Klaus-Peter Muller for many years of positive collabora-
tion and the key contnbution he made to the success of
the Company The Supervisory Board appointed Franz
Fehrenbach to succeed Klaus-Peter Muller as member of
the Standing Committee and the Nomination Commuttee
An overview of the composition of the Supervisory Board
and its committees is provided on PAGES 6 T0 7

Dr Chnistian Bruch and Bernd Eulitz took up their posi-
tions on the Executive Board of Linde AG on1 January 2015
They were appanted to succeed Professor Or Aldo Bellom,
who left the Executive Beard on 31 December 2c14 after
reaching the age hmit Dr Christian Bruch is responsible
for the Engineenng Division and for Technology & nnova-
tion on the Executive Board Bernd Eulitz 15 1n charge of
the EMEA gases segment

MUNICH, 9 MARCH 2016
ON BEHALF OF THE SUPERVISORY
BOARD

h»SW

DR MANFRED SCHNEIDER
[CHAIRMAN OF THE SUPERVISORY
BOARD OF LINDE AG]
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All the recommendations of the Government Commission
on the German Corporate Gavernance Code as amended
on 24 June 2014 have been complied with since the last
declaration of comphance was 1ssued, and the version
amended on 5 May 2015 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

Clouse 4 2 3 parg 2 sentence &
In accordance with clause a 2 3 para 2 sentence ¢ of the
German Corporate Governance Code the Executive Board
members remuneration in total and as 1o 1ts vanable com-
ponents should be capped at a given maximum amount
employment contracts with Executive Board members do
not include a cerling for the Executive Board members’
total remuneration, vanable compaonents are capped as
1s described below

The components of the variable cash emoluments are
limited in terms of ameunts The Long Term Incentive Plan
which provides for remuneration in the form of options 1o
puechase shares {performance shares) and bonus shares
linked to personal investment (matching shares) has a
cap in terms of amounts at the time of the granting of
option rights and matching shares nights However, the
value of the performance shares and matching shares after

REPORT OF THE <8
SUPERVISORY BOARD
CORPORATE GOYERNANCE 14

DECLARATION

AND CORFORATE

GOVERNANCE REPORT
REMUNERATION REPORT =22

Comphance with the German
Corporate Governance Code and
declarations of compliance

Linde AG foliows the German Corporate Governance Code
presented by the Government Commission on the German
Corporate Governance Code and as amended from time to
time 1n March 2015, the Executive Board and Supervisory
Board of Linde AG issued a declaration of complhiance 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 comphance was i1ssued 1n
March 2013, the German Corparale Governance Code was
amended on s May 2015 These amendments came into
force upon their pubhicationin the official section of the
German Federal Gazette on12 June 2015 The Executive
Board and Supervisory Board of Linde AG studied the re-
quirements of the German Corporate Governance Code
as amended on 5 May 2015 In detall before 1ssuing the
following declaration of cemphance in March 2016

“The Executive Board and the Supervisory Board of
tinde AG declare in accordance with § 161 of the German
Stock Corporation Act
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a multi-year qualifying penod 1s not hmited 1n terms of
amounts An additional cap hke that was not deemed ap-
propriate Insuch acase, the synchromsation of interests of
shareholders and Executive Board members to be achieved
by share based remuneration would be disrupted, which
in gur opimon would not be in the shareholders interest
since i future the value of the performance shares
and the matching shares after expiration of a multi-year
qualifying penod are not to be capped, a celling for the
remuneratien amount will not 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 (inDT cOM/
DFCIARATIONGFCOMPIIANCE

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

The Code suggests that it should be possible for
shareholders to follow the Annual General Meeting via
modern communicalion media {e g the Internet) We trans-
mit the opentng remarks made by the Chairman of the
supervisory Board and also the Chief Executive Officers’
speech, bul not the general discussion Inprinciple, the ar
ucles of assovation permit the transmission of the Annual
General Meeting in full via electrenic media However, out
of respect for shareholders’ privacy, we do not transmit
the contributions of individual speakers Nevertheless, we
will continue 1o follow developments closely
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Corporate governance practices

Linde AG has traditionally attached great importance to
sound, responsible management and supervision geared
towards the creation of sustainable value added Qu:
success has always been based en close and efficient co-
operation between the Executive and Supervisory Boards,
consideration of shareholders, interests, an open style of
cerporate communication, proper accounting and audit
precedures, as well as a responsible approach to risk
and to statutory and Group-tnternal rules and requlations

Linde upholds high ethical standards In 2007, the
Executive Board developed a corporate phiiosophy entitled
The Linde Spint and devised a new code of conduct known
as the Code of ethics, launching both threughout the Group
In 2013, @ new version of The Linde Spint brochure was
1ssued in order to highlight the major impertance of the
core values to which the Group 15 committed The Linde
Spint describes the corporate culture which1s 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 1s translated into
everyday reahly The Code of Ethics sets out the com-
mitment made by all employees in The Linde Group to
comply with legai requlations and to uphold and protect
the ettucal and moral values of the Group It1s based on
Linde’s corporate culture and accords wath its global values
and fundamenta! prinaiples The Executive Board has also
1ssued 1ts awn guidelines an competition/antitrust law,
preventing corruption, the engagement of sales agents,
occupational safety, environmental and health protec-
tion, quahty and procurement Like the Code of Ethics,
these guidelines apply to all employees throughout The
Linde Greup A global code of conduct for Linde AG sup-
pliers was also 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
publishedin 2014 This supplements the global guidehne on
preventing corfuption and, subject to stricter laws at local
tevel, imposes mintmum standards governing responsible
and ethical cooperation with healthcare professionals and
medical establishments, advertising matertal, coopera-
tion and interaction with patient organisations and the
protection of patient data, as well as the setting of rules
tor choncal studies

Comphance

To reinforce compliance with both legal regulations and
voluntary principles, the Group has 2 global compliance
orgamsation Linde’s Group-wide comphance activities
are focused in particular on antitrust law, the fight agarnst
corruption, expost controf and data protection A bind-
Ing risk analysis process {(comphance nsk assessment)
was introduced In 2014, covenng the 1ssues of general
comphance, antitrust law and corruption The full-ime
employees working in Compliance are affiliated to Group
Legal Complance officers have been appointed in the
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divistons, business units and operating segments to suppart
Group-wide observance of the complhance programme
The Chief Comphance Officer coordinates and implements
comphance measures The Executive Board and the Audit
Commuttee of the Supervisory Board are regularly infermed
about the current state of progress in the comphance or-
ganisation, including measures asmed at communicating
existing rules of conduct to employees, traimng employ-
ees in those rules and updating the rules as necessary
Traintng 1s provided for Linde employees worldwide Class-
room-based courses are supplemented by a Group-wide
e-learming programme By the end of 2015, Linde had held
more than 138,000 comphance training sessions, more than
55,000 e-learning training sessions on the code of conduct
and some 10,000 e-learning sessions on antitrust [aw In
addition, around 22,000 members of staff were provided
with training on stte by skilled trainers We thereby cre-
ate a working environment in which our employees are
enticely famihar with our rules and guidelines

The Integnty Line reporting system 1s an important
element of the comphance framewaork at The Linde Group
Itenables both internal and external stakeholders to raise
1ssues of report any doubts or suspicions that they might
have In 2015, the Internal Audit, Human Resources, and
Group Legal departments and the department for Health,
Safety and the Environment carnied out around 140 1inves-
tigations worldwide on the basis of infermation received
via the Integnity Line If an internal tnvestigation 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 information on Linde’s core values and compli-
ance pohcy can be found on the Company’s website at
WWW [INOT COM/GUIDTLINESCORFVALUES and Www LINGE COM/
CORPORATEGOVERNANCF

Executive Board and

Supervisory Board procedures

Linde AG, which has its registered office in punich, 1s
governed by the provisions of the German Stock Corpo-
ration Act (AkiG) and the German Co-Determination Act
(MitbestG), capital market reqgulations and the rules set
out Inits articles of association The Executive Board and
Supervisory Board are responsible for the management
and supervision functions assigned to them They coop-
erate closely in the interests of Linde to ensufe the con-
tnuation of the Group as a geing concern and to create
sustamnable valye added They must actin the interests of
the shareholders and for the benefit of the Group
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Executive Board

The Executive Board of Linde AG 1s responsible for man-
aging the Company and conducting its business s ac-
tions and decisions are geared towards the best interests
of the Group, taking into consideration the concerns of
shareholders, employees, customers and other stakeholder
groups Its aim is to create sustainable value for stakehold-
ers The Executive Board establishes the strategic direction
of the Group, agrees this strategy with the Supervisory
Board, ensures 1t I1s properly implemented and reviews
the progress made dunng regular discussions with the
Supervisory Board It 1s also responsible fer annual and
mults-year business plans, Group financing and the prepa-
ration of quarterly, half-yearly, annual and Group financial
statements In addition, the Executive Board ensures that
appropnate risk management and risk control systems are
in place and provides regular, tmely and detailed reports
to the Supervisory Board on all relevant Group 1ssues In-
cluding strategy, medium-term business plans, business
trends, the nsk situatien, nsk management and compliance
with legal regulations and internal Group guidelines The
Executive Board also takes the necessary measures to
facilitate comphance in the Group compamies Given the
Group’s extensive reach across international markets and
Industry sectors, the Executive Board is responsible for
ensuing that this diversity 1s reflected at management
level The goal s 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 supporis intercultural diversity
by adopting an international human resources policy and
making appointments across national borders Another
of Linde’s main prioriies in the area of diversity 15 the
pramotion of female managers In 2015, Linde intreduced
information and communication workshops on the tepic of
gender diversity for top management The Executive Board
15 also supporting numerous employee initiatives to pro-
mote women These include networking events, training
programmes for women with management responsibility
or leadership potential, and a pilgt mentoring scheme
Regarding the proportion of women working 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
Positions 1n the Private Sector and the Public Sector (Ge-
setz fur die gleichberechtigte Teithabe von Frauen und
Mannern an Fuhrungspositionen in der Privatwirtschaft
undm offentlichen Dienst) The proportien of wemen in
the first management tier below the Executive Board s to
nse to14 percent (11 percent at Linde AG) by 30 June 2017
and 18 percent (18 percent at Linde AG) by 30 June zoz2
In 2015, the proportion of female semior managers in this
tter was 11 percent In the second management tier below
the Executive Board, Linde 15 aiming for the proportion of
women to f1se to 17 percent (15 percent at Linde AG) by
30 June 2017 and 22 percent (20 percent at Linde AG) by
30 June 2022 This figure was 16 percent in 2015 Further
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information on these targets and on diversity in The
Linde Group can be found in the report empiovees ans
SOCHETY ON PAGES 79 T0 83

Key Executive Board activities and transactions require
the approval of the Supervisory Board This appltes in par-
ticular 1o the annual capital expenditure programme, major
acquisitions, divestments, and defined capital and financial
measures The Supervisory Board can also specify special
approval requirementsin individual cases While in office,
members of the Executive Board are bound by a detailed
restraint clause Any conflicts of interest must be disclosed
immediately to the Supervisory Board, as well as to fellow
Board members N such conflicts of interest arose for any
member of the Executive Board dunng the reperting period

The procedural rules of the Executive Board govern the
work it performs, the allocation of responsibilities 1o indwid-
ual membess, the issues which must be dealt with by the full
Executive Beard and the majority required for resolutions
1o be passed by the Executive Board The Executive Board
passes resclutions at meetings held on a reqular basis A
simple majonty of the votes cast Is sufficient for a resolu-
tion to be passed, unless a greater majority 1s prescribed
by law If the vote 15 tied, the Chairman has the casting
vote Without prejudice to the collective respensibility of
all members of the Executive Board, each member of the
Executive Board has individual responsibility for the func
tions assigned to him when the decisions of the Executive
Board are being made 1t1s incumbent upon the Chairman
of the Executive Board to assume respansibility not anly
for the functions assigned to hum, but also te coordinate all
areas of responsibility entrusted to the Executive Beardina
proper manner He s 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 greup and five m the 50 to 60
category The appaintments to the Executive Board also take
Into account the international operations of The Linde Group
Sanjiv tamba 1s an Indian national and Thomas 8lades ts
fremthe UK Fhe composition of the Executive Board 1s also
such that all of the required areas of expertise are covered

As of the balance sheel date, no member of the
Executive Board was a member of more than three super-
visory beards of listed companies outside The Linde Group
or of compatable 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
hoards of business entities 15 given in the Notes to the
Group financial statements see wore f37]

The Execulive Board has no committees

Information on the composition of the Executive Board
and on individual Board members, including their respoen-
sibiies and duties, may be found in the overview on
pact 4 or onthe Linde website The CVs of Executive Board
members are available on the Linde website
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Supervisory Board
Equal numbess of shareholder representatives and em-
ployee representatives sit on the Supervisory Board of
Linde AG, which compnises, in accordance with the com-
pany’s articles of association, the minimum number of
members as specified in the retevant requlations Currently,
the minimum number speafied by law is tweive The ap-
pointment of the members of the Supervisory Board 15
also governed by the relevant legal regulations Inaccord-
ance with the recommendations of the German Corporate
Governance Code, the shareholder representatives were
elected indwidually at the last election to the Supervisory
Board at the Annual General Meeting an 25 May 2013 The
current term of office of the membess of the Supervisory
Board ends with the closure of the Annual General Meeting
In 2018 The Supervisary Board’s Nomination Committee
prepares for the election of shareholder representatives
by the General Meeting When proposing candidates 1o the
Supervisory Board, it takes into account the targets set by
the Supervisory 8oard in terms of its future composition,
as well as such cntena as the requirements of the German
Stock Corporation Act (AktG), the Corporate Governance
Code and the Supesvisory Board’s pracedural rules The
compositton of the Supervisory Board 1s balanced to ensure
that its members collectively possess the knowledge, skills
and professional experience necessary 1o enable themto
discharge their duties in a group with global operations in
a ht and proper manner All Supervisory Board members
must ensure that they have sufficient ime to perform thase
duties When submitting proposals to the Annwual General
Meeting regarding the election of new Supervisory Board
members, the Supervisory Board checks that the candidates
are able to invest the time likely to be required Atpresent,
na members of the Supervisory Board sit on the executive
board of a listed company Linde AG undertakes to suppart
Supervisory Board members as appropriate in the pursuit
of any training or professignal development necessary
for the performance of their duties New members are
provided with comprehensive induction decuments and
information upon their appointment to the Supervisory
Board Additionally, specialist presentations by internal
and external expert speakers are arranged for Supervisory
Board members

The Supervisory Board appoints the Executive Board
and monitors and advises the Executive Board 1n the run
ning of its business aperations Executive Board decisions
that are of fundamental importance to the Group require
the approval of the Supervisary Board With regard to
the composition of the Executive Board, the Supervisory
Board considers diversity in addition to the appropriate
professional quahfications of candidates The “act on the
Equal Partiopation of Women and Men in Leadership Posi-
tions in the Private Sector and the Public Sector” subjects
Linde AG to the obligation to set targets for the proportion
of women 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 fust ime As far as
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the Supervisory Board I1s concerned, a binding ratio of at
least 30 percent apphes to the underrepresented gender
for new appointments from 2016 onwards In the medium
and long term, the Supervisory Board i1s aiming o have
at least one woman on the company's Executive Board
Given the short penod of time available to meet this tar
get by the maximum deadhine of 30 June 2017 set by the
legistator, 1t does not, however, believe that this target
can be met The appointment periods and terms of the em
ployment contracts of all Executive 8oard members expire
after 30 June 2017, with one exception To prevent setting a
target that the Supervisory Board does not feel 15 realistic
orinthe Interests of the company given the resources at 1ts
disposal, the Supervisory Board has set a target of o per-
cent, whach corresponds 1o the current status quo, for the
period leading up 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 1§ had to fill an unexpected vacancy
on the Executive Board before this point in time

The Chairman of the Supervisory Board, Dr Manfred
Schneider, coordinates the work of the plenary Supervisory
Board and chairs its meetings He s responsible for ensur-
ing that resolutions passed by the Supeivisory Board and
its committees are duly executed and he is authonsed to
1ssue the statements on behalf of the Supervisory Board
required ta implement the resolutions of the Supervisory
Board and 1ts commuttees The Chairman of the Supervisory
Board maintains close contact with the Executive Board
and the Chairman of the Executive Beard In particular
throughout the year, sharing information and ideas

Targets of the Supervisory Board

regarding its composition

The Supervisory Board has defined the following specific
targets for its composition in accordance with clause s 41
of the German Corporate Governance Code These take into
account the particular situation of the Group, the Group's
international reach, potential conflicts of tnterest, the num-
ber of tndependent Supervisory Board members, an age
hmit for Supervisory Board members, a regular mit on
the tength of membership of the Supervisory Board and
the need for diversity

— International expertise
With operations in more than 300 counines, The
Linde Group has a global footprint To reflect this, at
least five of the Supervisory Board members should
have extensive international experlise

— Potential coniflicts of interest and independence
At least 75 percent of the Supervisory Board members
should have no direct or indirect business, financial or
personal ties with the company or 1ts corporale bodies,
a controlling shareholder or a company affilrated with
the latter that could constitute a significant and not just
temporary conflict of interest or raise concerns regarg
ing partiality The mere existence of an employment
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relationship between employee representatives and the
company of its affihated companies does not preclude
impartiality as described above Supervisory Board
members should not have management or advisory
roles on the executive bodies 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 than 72
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 Supervisary
Board This maximum threshald is to be adhered to as
a general rute

Diversity

The Supervisory Board 1s committed to diversity inits
compaosition and to the far representation of women in
particutar As Linde Aktiengesellschaftis a listed stock
cosporation that 1s subject to the German Codetermi-
nation Act {(MitbestG), the Supervisory Board consists
of at ieast 3o percent female and at least 30 percent
male members in hne with the principles set out in
§ 96 (2) of the German Stock Corporation Act (AktG)

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

Thanks to professional expenence 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 dunng the 2015 financial year where
such conflicts of interest do occur, they must be disclosed
immediately to the Superwsory Board No Supervisory
Board members currently have management or advisory
roles on the executive bodies 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 cansultancy, service or
work contracts have been concluded between Supervisory
Board members and the company No former members of
the company’s Executive Board are currenily members of
the Supervisory Board One Supervisory Board member,
br Manfred Schneider, reached the age himit in 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 candidates for the 2013 elections,
the Supervisory Board was aware of the age imit defined
in the procedural rules However, it had good reason for
also proposing candidates who had already reached 72
or who would reach this age during their term of office
The appointments were approved at the Annual Genera!
Meeting Dr Manifred Schneider will leave the Supervisory
Board at his own request with effect from 20 May 2016
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The Supervisory Board currently has three members in
the over-a0 age category, five members in the gver-so
category, three members in the over-so category and one
member wha 15 over 70 The Goverament Commission en
the German Corporate Governance Code presented a new
verston ol the Code on s May 2015 which was published
on 12 jJune 2015 and states that a reqular limit of length of
membership 1s now also to be specihied for the members of
the Supervisory Board As aresult, the Supervisory Board
set a regular imit on the length of membership Two of
the Supervisory Board members elected by the employees,
Gernot Hahl 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, on 31 December zo1s,
the propartion of women on the Supervisory Board has
beenincreased to 25 percent There are now thiee women
on the Supervisory Board Prof Dr Dr Ann-Kristin Achletner,
Anke Couturter and the court-appointed Dr Victona Ossad
mk Dr Victona Ossadnik and Professor Dr Wolfgang Reitzie
are to be nominated for election to the Supervisory Board
at the Annual General meeting to be held on 3 May 2016
Professor Dr Woligang Rettzle was member and Chairman of
the Company’s Execulive Board up until 20 May 2014 Now
that the two year cool-down perod prescribed by law has
expired, he 15 sel to succeed Dr Manfred Schneider The
electron of the candidates nominated would take account
of all requirements and objectives regarding the compo-
sihon of the Supervisory Board based on the tegislation,
the German Corporate Governance Code and the proce
dural rules and resoluttons of the Supervisory Board This
also apphes, in particufar, to the targets and requirements
regarding diversity and, 1n particular, the pariicipation of
women on the Supervisory Board Total comphance with
these objectives regarding gender distributton on the Com-
pany’s Supervisary Board has been rejected, the mimimum
gender distribution levels set outin § 96 (2) sentence 1 AKIG
would, however, be met Professor Or Wolfgang Reitzle
would be the only former Executive Board member of the
Company's Supesvisory Board The Supervisory 8oard has
checked that the candidates are able to invest the time
likely to be required for their Supervisory Board duties
tvenf the two candidates are elected by the Annual
General Meeling on 3 May 2016, the targets set out by
the Supervisory Board regarding its composition, includ-
ing the objectives relating ta internatienal experise and
impartiahty, will be met

The procedural ruies of the Superwisory Board in-
clude rules regarding the independence of 1its members
No member of the Supervisory Board 1s in a personal or
commercial relationship with the company or its bodies
that could represent a conflict of interests Qne member
of the Supervisoiy Board, Dr Victoria Ossadnik, 15 cur-
ently stili a member of the management of a company
with which Linde has a business retationship Transactions
with this company take place under the same condrtions
as for non-related third parties These transactions do
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not affect Dr victona Ossadnik’s independence Linde AG
has ne controfling shareholder whose relationship with a
member of the Supervisory Board could jeopardise that
members independence Consequently, the Supervisary
8oard 15 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 or foreign
boards of business entities s given in the Notes to the Group
financial statements ser wore [37) The Cvs of Supervisory
Board members are avallable on the Linde website

Supervisory Board committees
The Supervisory Board has four committees, which lay
the groundwork for the plenary Supervisory Board It it
15 permitted by law and laid down in the procedural rules
of the Supervisory Board, detision-making powers may in
indvidual cases be delegated by the Supervisory Board
to these committees The Chairman of the Supervisory
Board chairs all the committees with the exception of the
Audit Commiitee The committee chairmen report back to
the Supervisory Board on the work of their committees,
doing s¢ at the first plenary Supervisory Board meeting
following the committee meeting

The Standing Committee, which comprises three
shareholder representatives and two employee represent-
atives, advises the Supervisory Board in particular on the
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 contracis pertinent to the remuneration of Executive
Board members, and the total remuneration of individ-
val Executive Board members Morgover, the Standing
Committee 1s responsible for approving transactions with
Executive Board members and related parties, as well as for
approving other activities of the Executive Board members,
especially the hotding of positions onsupervisory boards
and comparable boards of business entities that are not
past of The Linde Group It also provides advice on long-
term succession planning for the Executive Board and re-
views the efhiciency of the work of the Supervisory Board
on a reqular basss After preparatory work by the Stand-
ing Committee, the full Supervisory Board discusses the
results of the efficiency review, identifies improvements
that can be made and stipulates appropnate measures

The Audit Committee similarly comprises three
shareholder representatives and two employee repre-
sentalives It lays the groundwaork for the deasions 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 1ts supervisory
duties and monitors, in particular, the accounting process
and the eftectiveness of the internal control system, nsk
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management system and internal audit system, as well as
the statutory audit It also deals with compliance 155ues
The Executive Board also discusses the interim and half-
yeas financial reports with the Audit Committee prior to
pubhcation The Audit Commitiee also makes a recom-
mendation to the plenary Supervisory Board regarding the
proposal for the election of the company’s auditors The
Chairman of the Audit Committee, Dr Clemens Baorsig, 15
an independent financial expert and, in commoen with Pro-
fessar Dr Ann-Knistin Achleitner and Dr Manfred Schneider,
has specialist know!ledge and many years experience of
financial reporting and the apphication of accounting prin-
c¢iples and internal control systems

The Nomination Committee compnses the Chairman of
the Supervisory Board, the Second Deputy Chairman of the
Supervisory Board and one other shareholder representa-
tive It makes recommendations to the Supervisory Board
on proposed candidates for the election of shareholder
representatives at the Annual General Meeting

The Mediation Committee, formed under the provi-
sions of the German Codetermination Act (MitbestG),
compnses the Chairman of the Supervisory Board, the
Deputy Chairman of the Supervisery Board {elected by
the employee representatives on the Supervisary 8oard),
one shareholder representative and one employee repre-
sentalive 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 1s net obtained in the
first ballot

The Superwvisory Board and its committees pass resolu-
tions at meetings which are convened on a regular basts

The names of thase siting ¢n the Supervisery Board
and on the Supervisory Board committees when the an-
nual financial statements were being prepared are given
on paGFS 6 To 7 Of may be consulted on the Internet at
WWW LINDE COM/SUPERVISORYBOARD Information about the
activities of the Supervisory Board and its committees
and about the work 1t has done with the Executive Board
in the 2015 financial year 1s provided in the Repori of the
Superwisory Board sef paces 8 10 13
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Additional corporate
governance information

Annual General Meeting

The shareholders assert the nights accorded to them by
law and by the articles of association either betore or dur-
ing the Annual General Meeting by exercising their night
1o 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, aleng with the agenda
for the meeting, the conditions governming participation,
an overview of shareholder rights, forms for veting by
post, plus shareholder counter-motions and neminations,
on the Linde website in beth German and Enghsh, and
15 thus easily accessible for shareholders Netice of the
Annual General Meeting and the associated documents
may also be transmitted electronically to shareholders
It they so wish

shareholders who are unable 10 attend the Annuat
General Meeting of who leave the meeting before voting
has commenced have the eption of exercising their vote
through a proxy of their cheice or a proxy appointed by
the campany who thea voles in accordance with theur in-
structions Proxy forms may also be submitted in electronic
form Moreover, sharehaolders have the option of casting
their votes without appoinling a proxy 10 wrtting or using
electronic media (ballot by mail}

The Executive Board of Linde AG presents the annual
finanaial 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 appropnation of
profits, the ratification of the acts of the Executive Board
and Supervisory Board, the appointment of the auditors
and generalty also the election of shareholder represent-
atives ta the Supervisory Board Decisions are also made
at the Annual General Meeting about the content of the
articles of association, key structural measures, capital
measures and the authonisation to repurchase shares The
meeting has the opportuntty to approve the remyneration
system for Executive Board members On¢e 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 ltability insurance

The company has taken put consequential loss and direc
tors and officers fiability 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 ts 10 percent of the ctaim, up to a figure
of one and a halt tmes the fixed annual emoluments of
the Board member in question An appropriate retention

20

has been agreed for members of the Supervisory Board
in accordance with the recommendation set out «n the
German Corporate Governance Code

Directors” dealings

Linde AG publishes without delay as stipulated by law
transactions subject to notification under §1sa of the
German Secunties Trading Act (WpHG) which have been
executed by the persons mamed theretn, 1n particular trans
achions carned out by members of the executive bodies of
the company and related parties invelving 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 Supervisory Beard rn Linde AG shares or related
financaal instruments during the financial year did not
exceed 1 percent of the shares issued by the company On
31 December 2015, Executive Board members held a total
of 174,000 shares and share options in Linde AG (o 094 per
cent of shares issued), while Supervisory Board members
held a total of 5,000 shares and share options in Linde AG
{0 0os percent of shares 1ssued)

Remuneration of the Executive Board

and Superwvisory Board

The remuneration repert, which also includes information
on the share based emoluments, can be found on races
2210 35 of this finanaal report

Communications and stakeholder relations
Linde AG comphies with the legal requirement to treat all its
shareholders equally Transparency plays an important role
and the company always aims to 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 frgures about
Linde are available online Interested parties can subscribe
to an electronic newsletter an the company’s website or
keep up 1o date on the latest Linde developments via
sotial media

Afinancial calendar, whichis alse pubhshed on Linde AG's
website, keeps our shareho!ders and the general public
informed about the dates of the company's main recur-
nng publications, the Annual General Meeting, the Press
Conference on the annual results and analyst conferences
Linde AG pubhishes ad hoc announcements, press releases
and notifiable secunties transactions (directors’ dealings)
in the media specified by the law and on 1ts website The
company's articles of association are also available on 1is
website Four times in the financial year, Linde reports
to 1ts shareholders on its business perfarmance, the net
assets, financial position and results of operations of the
Group, the forecast for the future, and opportumties and
risks Linde prowides information to the capital market and
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to the public every quarter through analysts conferences
and press conferences or in the form of teleconferences
These coincide with the publication of quarterly, half-year
and annual results Regular events where the CED and CFO
meet institutional investors and financiat anatysts also en-
sure a continual exchange of information with the finan-
oal markets Linde also reqularly arranges Capital Market
Days, featuring presentations and workshops Executive
Board members and 1n house experts provide institutional
investors and financiat analysts with information 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 presentations given at these events are also avallable
10 view on the website, which additionally contains videc
and audio recordings of major events

Linde considers not only the interests of its shareholders
but also the concerns of 1ts stakeholders, who are a key
element in the Group’s success As far as possible, all
stakeholders are included in corporate communications
Linde’s stakeholders include all its employees, customers
and suppliers, as well as trade associations and govern-
ment bodies

Accounting, audit ond risk monagement
Linde AG prepares its Group financial statements and the
aroup half-year financial repert and intenm financial re-
ports in accordance with international Finanaial Reporting
Standards (IFRS) as adopled by the European Union The
preparation of the statutory annuwal financial statements
of Linde AG, on which the dividend payment 15 based,
complies 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,
ta 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, descrnbing
the main cpporiunities and nsks associated with the tikely
future development of the Group and the Company The
audit precedures arein accordance with German auditing
regulations and German generally accepted standards far
the audit of finanoal statements premulgated by the Insti-
tut der wWirtschafisprufer (the 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 1dentification of nisks
The Audit Commitiee meets the Executive Board to discuss
the interim and half year financial reports in detail prior
to pubhcation

In May 2015, the Supervisory Board 1ssued the man-
date for the audit of the annual financial statements
and Group firancial statements to KPMG AG Wirtschafts-
prufungsgesellschaft, Berlin, who had been appointed
at the Annual General Meeting as auditors of the annual
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financial statements and Group financial statements for the
2015 financial year and had also been appointed to conduct
audit reviews of the intenm and half year financial reports
for the 2015 financial year Since the preparation of the 2015
annual fimancial statements and Group financial statements,
the Global Lead Partner from KPMG has been Mr Harald
ven Heynitz The auditors 1ssued a detailed declaration
confirming their independence to the Audit Committee of
the Supervisory Board There were no conflicis of interest
It was agreed with the auditars that the Chairman of the
Supervisory Board and the Charman of the Audit Commit-
tee would be informed immediately duning the audit of any
potential reasons for the disqualification of the auditors or
for thear lack of impartiality, unless these could be elimi-
nated without delay The auditors were obliged 1o report
rmmediately all the significant audit findings and events
ansing from the audit that have an impact on the duties of
the Supervisory Board The auditors have also undertaken
to mform the Supervisery 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 to 1ake account of changing
arcumstances The interral audit department performs
reviews at regular intervals of the efficiency and effec-
tiveness of the nsk management system and the internal
control system The auditors also assess the system in
place for the early Wdentification of nisk and provide regular
reports on therr findings at a global level to the Executive
Board and Supervisory Board Additionally, the Audit Com-
mittee supports the Supervisory Board in monitoring the
activihies of executive management and also deals with
rnsk managementissues in this context (trecewves reqular
reports from the Executive Board about sk management,
the nsk position, and the identification and monitoring of
nsks In addition, 1t s informed on a reqular basis about
existing nisks and the evolutien 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 nisks Further details
about nisk management in The Linde Group are provided
in the Opportunity and risk report on races 51 1o 107
Thisincludes the report on the accounting refated internal
conirol system
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compares its remuneration system with that of several
other groups of companies (DAX 30 companies, similar
German and international companies) As regards the re-
muneration structure which apphes elsewhere in the com
pany, the Supervisory Board considers when determining
the emoluments of the Executive Board the relationship
between the remuneration of the Executive 8oard and
that of senior management and the stalf overall, also 1n
terms of its development over time To do so, 1t has es-
tablished how to identify members of semor management
and the relevant members of staff The emoluments also
depend on the dulies of each individual member of the
Executive Board, and on his or her personal performance
and the performance of the Executive Board as a whale
The remuneration is calculated so that it 1s competitive at

REMUNERATION
REPORT

(PART OF THE
COMBINED MANAGEMENT REPORT)
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CAPITAL MARKET

The remuneration report sets out the structure, basic fea-
twres and amount of the remuneration payable to members
of the Executive Board and Supervisory Board It forms part
of the combined management report for Linde AG and The
tinde Group and takes account of the recommendations of
the German Corporate Governance Code The remunera-
tion repoert also contains the information which s legally
required under the provisions of the German Commercial
Code (HGB) This informations therefore not repeated in
the Notes to the Group financial statements

1 Remuneration of
the Executive Board

The full supervisory Board i1s respgnsible for determiming
the total emoluments of each individual member of the
Executive Board In line with the pracedural rules of the
Supervisory Board, 1115 incumbent upon 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 appled since 1)an-
uary 2012 It was approved at the 201z Annual General
Meeting of Linde Aktiengeselischaft with a majonty
of 96 a5 percent With effect from 1)anuary 2014, the
Supervisory Board made minor amendments to take ac
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 situation, 1ts performance
and prospects and the unit of the Group for which the
Executive Board member s responsible, as well as on
customary remuneration practice among peers and the
remuneration structure which apples elsewhere in the
company To gauge customary praclice among peers, Linde
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international level and gives Board members an incentive
to create sustainable performance and sustainable growth
ina dynamic environment Inits evaluation and weighting
of vanous critena, the Supervisory Board was advised by
an independent external expert on executive pay The
amounts of the fixed cash emeluments and the vanable
remuneration components were subject to a scheduled
review as at 1)anuary 2014 and some adjustments were
made No adjustments were made in 2015

The remuneration system places particular emphasis
on sustainable business development There Is a signift-
cant focus on mukti-year remuneration components As a
result of the obhigatien to invest part of the vanable cash
emoluments in Linde shares and to hold those shares for
several years and as a result of the granting of a Long
Term Incentive Plan in the form of options to purchase
Linde shares (performance shares) and bonus shares
{matcheng shares) after compulsory personal investment
by the Executive Board membes, the remuneration of the
members of the Executive Board 15 linked to the price of
Linde shares This creates a long-term incentive te achieve
a positive Group performance

The members of the Executive Board receive ng remu-
neration far any Group offices held

Total emoluments
The remuneration system comprises the following com
ponents

= fixed monthly cash emaluments,

— benefits in kind/other benefits,

— vanable cash emoluments which are paid in cash in
Aprl of the following year linked to an obligation to
yse 4o percent of the cash amount (after the deduc
tion of tax) to acquire Linde shares and hold them for
a period of at least four years,

— aLong Term Incentive Plan, which piovides for multi-
year share-based remuneration in the torm of options
to purchase shares (performance shares) and bonus
shares inked to persanal investment by the Executive
Board member (matching shares),

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

The regular target tfemuneration for a year (1 e the total
of fixed cash emoluments, vanable cash emoluments and
entitlements under the Long Term Incentive Plan) com-
pnses ihe following targets for the performance-related
entitlements

— 25 percent fixed cash empluments,
— 30 percent one-yeas vanable cash emoluments,
— 45 percent multi-year variable emoluments, of which
- around s0 percent obligatory investment in Linde
shares required to be held for at least four years,
- around s¢ percent share-based remuneration com-
ponents from the Long Term Incentive Plan, of which
— so percent pesformance shares,
— 20 percent matching shares

The relative weighting of fixed and variable remuneration
components 1s therefare around 25 percent {fixed cash
emgluments} to around 75 percent (vanable cash emolu-
ments, performance shares and matching shares), while
within the vanable remuneration components around
4p percent is determined solely on a one-year basis and
around 0 percent on a multi-year basis As a result, the
remuneration system s highly performance-related and
determined predominantly on a multi-year basis Around
85 percent of the variable emoluments are directly linked
with perfermance indicators or long-term management
targets

Fixed cash emofuments
tach member of the Executive Board recerves fixed monthly
cash emoluments

Benelits in kind/Other benefits

Benefits in kind are also provided which are taxed in ac-
cordance with the fiscal regulations applicable in each
case They comprise mainly the cost or monetary advan
1age of insurance benefits at normal market rates and the
provision of company cars

Vaniable cash emoluments

variable cash emoluments are based on two equal-
ly-werghted key ratios, return on capital emptoyed (ROCE)
and the operating margin, based on the customary detfi-
nitions used by the Group which are given on paGrs 45
ro 46 For each of the two measurement factors, a min
imum target 15 defined in the form of an ambitious per
formance hurdle If this hurdle s not reached in respect
of one of the measurement factors, the vanable cash
emoluments linked to this factor are not paid If nesther
minimum target is reached, there 1s no entitlement at alk
to vanable cash emoluments The amount of the vaniable
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cash emoluments based on reaching the ROCE and oper-
ating margin targets may be modihed by an individual
performance component

It the entitlement to variable cash remuneration s met
as a result of target achievement, 6o percent of the van-
able cash remuneration calculated on this basis 1s paid in
cash, with no further obligation attached to the amount
(cash component) ao percent of the 1otal amount of the
ane year vaniable remuneration 1s paidin cash at the same
time as the cash component, but there 15 an ablhigation
on the Executive Board member to re-1nvest this portion
of the total amount in Linde AG shares (delerral compo-
nent) The member of the Executive Board must invest
the net amount of the deferral component {estimated to
be so percent of the gross amount) in Linde shares and
must hold these shares for a peniod of at least four years

Measurement faciors for vaniable

cash emoluments Group ROCE

The vanable cash remuneration for ail the members of
the Executive Board is based on the Group ROCE achreved
in the financial year, to the extent that each member re-
ceives a fixed euro amount for each o 1 percent of Group
ROCE achieved The vanable cash remuneratien is only
paid if Group ROCE exceeds or equals an ambitious min-
imum retyra on capital which has been defined (perfor-
mance hurdie)

Operating morgin

The vanable cash remuneration 1s based on the operating

margen achieved in the area for which the Executive Board

member 15 responsible The operating margin is catculated

as the ratio of operating profit (EBITDA, srf Gi65s5a8v) to

revenue A fixed euro amountis paid to each Board mem-
ber for each o1 percent of operating masgin achieved For
the Chief Executive Officer and Chief Financial Officer, this
1s based on the operating margin of the Group For those
members of the Executive Board responsible for opera-
uans, the marginin the gases segments or the Engineenng

Diviston for which he of she 1s responsible is relevant In

both cases, payment 1s only made 1f ambitious minimum

margins derrved from specific market conditions are met

The Supervisory Board may attach additionat conditions to

the establishment and the amount of the remuneration en-
titlement linked to the operating margin These conditions

should be set in the light of the prevailing market situation

Individual performance component

To 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-
tweeno sand 2 The Supervisory Board may exercise 1ts
discretion to reduce or increase the amounts calculated as
aresult of the achievement of ene 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

0f 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 fora penod of atieast four years

from the date they are transferred to a secunties account

{deferral shares) The net amount of the deferral compo-
nent 1s paid directly to a bank with instructions to acquire
the deferral shares tor the Executive Board members ina

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 1o manage
them The shares must be newly acquired i the market

It 15 not possible to use shares for this purpose which are

already held by the Executive Board members The deferral

shares carry dividend nights during the blecked period The
dividend 1s paid to the Execulive Board members

Cap
The cash component (1 e 60 percent of the vanable cash
remuneration, calculated on the basis of one or both
the targets being met and payable in cash) 1s capped at
250 percent of the fixed cash emolumenis The deferral
component {the remaining 4o percent of the vanable cash
remuneraiion) 1s capped a1 165 percent of the fixed cash
emoluments as at the date on which it 1s paid

In exceptional arcemstances which lead to an un-
foreseen increase in the value of the deferral shares by
the end of the blocked period, where this 1s not due to
the performance of the Executive Board member, the
Supervisory Board has the nght to offset this by reduc-
tng the amount of the cash and/or deferral components
In subsequent years

Regulagr reviews

The Supervisory Board conducts regular reviews of the
targets set and the calibration of the vanable remunera-
tion, including the performance hurdies, in order to pre-
vent potential distortions It may also take into account
non-recurning items or the speaific impact on both meas-
urement factors (Group ROCE and the operaling margin)
of any investment or acquisition projects

Share-based emoluments

Long Term Incentive Plan 2012

It was resotved at the Annual 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 Leng Term Incentive Plan 2012 (LTIP
2012) Like the previous programme, this scheme provides
for the granting of options to purchase shares in Linde
{peiformance shares) Executive Board members and
selected executives are regured to make a compulsory
personal investment 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 quahfying penod if certain conditions are met
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The members of the Executive Board are granted options
and nghts to matching shares for a specified sum The
number of options or matching share rights to be allocated
to each member of the Executive Board 15 determined
on the basis of the fair value per option or pernight to a
matching share at the grant date calculated in an actuanal
repert Of the remuneration, 8o percent of the amount
which may be earned as a result of participating in the
LTIP 2012 if the target s reached relates to performance
shares and 20 percent Lo matching shares The company
has the option of making a payment in cash to the scheme
participants instead of 1ssuing performance shares and/
or matching shares In exceptional arcumstances, the
Supervisory Board may restrict the option rights and
matching rnights granted to the Executive Board mem-
bers in terms of content, either in full orin part The first
wranche under the LTIP 2012 was 1ssued after the 2012
Annual General Meeting

Options to purchase performance shares
The plan participants are granted a certain number of
ophiens in various annual tranches The Supervisory Board
determines the allocation of optiens to members of the
Executive Board Each option confers the night, if certain
largets are met, 1o purchase one share in Linde AG (per-
formance shares) at the exerase price, which is equiv-
alent in each case to the lowest issue price, curiently
eur 2 56 The options in 3 tranche have a five-yeas term
If the conditions required for the exercise of the options
are met, they may first be exercised once a four-year
qualifying penod calculated from the issue date has ex
pired (the performance period) Options may only be
exercised if certain performance targets are reached,
which are based on movements (n earnings per share
and relative total shareholder return Equal weighting
15 given to these two performance targets in terms of
the total options allocated within each of these perfor-
mance targets, a minimum target must be reachedf the
options in a particular tranche are to become exercisable,
and there s also a stretch target If the stretch target for
one of these performance targets 1s reached, all the op
tionsrelating to that perfarmance target in that particular
tranche become exercisable If the mmmum target within
a performance target s reached, 12 s percent of ali the
options in the relevant tranche may be exercised and
the plamn participant receives a corresponding number
of performance shares on payment of the lowest 1ssue
price per share If the relevant stretch targel is reached,
so percent of all the options to purchase performance
shares in the relevant tranche may be exercised H the
minimum target s exceeded, but the stretch target1s not
reached, the number of options that may be exercised
is dependent on the percentage by which the minimum
target 15 exceeded

further information about the value of the options,
and about the structure, conditions and, 1n particular, the
performance targets of the scheme 1s given in wors f287 of
the Notes to the Group financial statements
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Personal investment and matching shares
The number of Linde shares which must be purchased as
a personal investment Is determined by the Supervisory
Board for each member of the Execuiive Board and cor-
responds 1o 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 partiaipant as a per-
sonal investment and held by the partiopant duning the
four-year guahfying period for the optians, one matching
share In Linde 15 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 ynrestricied holding of such shares
during the qualifying period and the existence of a service
contract at the end of the qualitying period in respect of
which no notice has been given

Movements in the options and rights to malching shares
155ued 1o members of the Executive Board under the Long
{erm Incentive Plan 2012 were as follows in the pernod
under review

E 1 OPIONS, MAICHING SHARES - LONG TERM INCENITIVE PLAN 2012

options Matching shares
Granted 1n the Granted 1n the

Executive Booard AtG1 07 finoncrol year Al3112 At 01 01 financiol year At 3112
members in office ot
31122015 1 units 19 units tr units i units 10 units 10 units
Dr Wolfgang Bachele
(from o1 05 2014)
(Chief Execotive Officer  zo1s 12,304 11,921 24,225 1,428 1,267 2,695
from 20 05 2014) 2014 - 12,304 12,304 - 1,428 1,428

2015 21,220 5,960 27,180 2,376 633 3,009
Thomas Blades 2014 15,068 6,152 21,220 1,662 nay 2,37
Dr Chnstian Bruch 2015 2,592’ 4,470 7 062 291" 475 766
(from 01 01 2015) 2014 - - - = -

2015 22,758 7,450 30,208 2,555 92 3347
Georg Denoke 2014 15,068 7,690 22,758 1,662 893 2,555
Bernd Eulitz 2015 3,181° 4,470 7,651 355" 475 830
(framoror201s) 2004 = . ) o S e -

2015 21220 5,960 27180 2 376 633 3,009
Sanjiv Lamba 2014 15,068 6,152 21,220 1,662 714 2,376
TOTAL 2015 83,275 40,231 123,506 9,181 4,275 13,656
TOTAL 20147 60,272 38,450 98,722 6,648 4,463 11,111

Rights gutstandiag at 1he start of the reporting petiod lrom the ime spent as an executive in The Linde Group
+ rova eneluding Pralessor Dr Aldo Bellon (member ol the Executlve Board until 3112 2014}

All options held at 31 December 2015 were not yet exercis-
able The exercise price of all options 1s currently Eur 2 56
peroption During the 2015 financial year, none of the op-
tions and/or rights to matching shares held by members of
the Executive Board expired ar were forfeited Matching
shares were not allocated The weighted average remain-
ing term of the options and nghts to matching shares 15
18 years (2014 2 3 years)

As a prerequisite for parhicipation in the Long Term
Incentive Plan 2012, the Executive Board members made
the following personal investment in Linde shares of the
company in the zo15 financial year Dr Wolfgang Buchele
1,267 (2014 1,428), Thomas Blades 633 (20t4 714), Dr Chris-
tian Bruch a7s, Georg Denoke 792 (2014 893), 8ernd Eulitz
a7s and $anpv Lamba 633 (2014 714)
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Information about the rules which apply to the option
schemes in the event af a change of control s given on
PAGES 112 ro 113 of the combined management report
for tinde AG and The Linde Greup (Disclosures in accord-
ance with §289 (), § 215 (4) of the German Commercial
Code (HGB))
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Total cost of share-based emoluments

and remeasurement of virtual shares

The total cost of share-based emeluments in 2015 was
EUR 6 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 virtua! shares in Linde

E2 COS5T OF SHARE-BASED PAYMENTS AND CHANGE IN VALUE OF EXISTING ENTITLEMENT

JO VIRTUAL SHARES

Executive Boord members in offrce 0t 31 12 2015

Cost of
share bosed Cchonge in
payments volue of
{without virtuo!
n EUR virtual shares) shores'
or wolfgang Bichele (from o105 2014} 2015 395,929 -
{Chief Executive Officer from 20 05 2014) 2614 145,802 -
2015 177,881 21,856
Thomas Blades 2014 322,935 47,752
2015 72,648 -
Dr Chnistian Bruch {from o1 01 2015) 2014 - -
2015 227,403 24,876
Georg Denoke 2074 387,603 54,349
2015 70,391 -
Bernd Eulitz (from 01 01 2015) 2074 - -
2015 177,881 18,912
Sanjiv Lamba 2014 369,368 41,320
TOTAL 25 1,122,133 65,644
TOTAL 20147 4,869,835 285,411

1 Inzo1z and 2013 a0 percen! of the vanable cash remuneration was converted as at the batance sheet date into virtual shares with dividend entitlement and
not pald for al leas) another three years (The amounis pald in each case are dependenl on movements In Linde s share price )

v 2014 Intluding Professor Df Aldo Bellonl {(Member of the Executive Board unlil 3112 2014) and Professor Dr Wolfgang Reitzle (Chairman of the Executive Board
until 20 os 2014} Professor Or Aldo Belloni expense eur 1 286 012 change in value tur 74 825 Prolessor Dr wollgang Reitzle expense tuk 2 358 11s change in
value Eug 67 145 The share based emaluments for 2014 include the cost on the etirement ol the Board member of all the annual tranches nol ye1 recogmised

a5 an expense

In the statutory financral statements of Linde AG, the
company has availed itsel{ of the option not to recognise
share based remuneration systems as personnel expenses,
in accordance with legal regulations For the matching
shares of Linde AG employees, a cost of EuR 14 m (2014

EUR 1 &8 M) was recognised as an expense 10 accordance
with the German Commercial Code (HGB) Of this amount,
EUR O 4 M (2014 EuR 0 9 m) related to nghts to matching
shares of members of the Executive Board

Pension commitments

For members joining the Executive Board of the company
on or atter 1 January 2012, a defined contaibution penston
scheme was introduced in the form of a direct commitment,
which will previde benefits comprising eld age pensions,
disability pensions and surviving dependants pensions
For new members, the annual contributions made by the
company duning the penod of emptoyment will be 45 per-
cent of the fixed cash emeluments (and therefore around
11 percent of the target emoluments) After 1s years of
service 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
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with an external provider The pension commitment 15
designed to be similar to the Linde Pension Plan {Linde
vorsorgeplan) for employees Insolvency insurance is pro-
vided as a result of the integration of the pension com-
mitments into the exisung Contractual Trust Arrangement
(CTA)Y The contnbutions participate in the performance
of the CTA and also parttcipate in potential CTA surpluses
The model provides for guaranteed minimum interest of
3 percent plus any overperformance The reqular old age
pension is payable from the age of s and in the case of
early retirement from the age of 62 The employer s con-
trbutions are legally non-forfeitable in accordance with
the German Company Pension Act (BetrAVG) The current
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account balance inclusive guaranteed interest are taken
as a basis for calculating the benefits when due In the
case of death or invahdity, a mmmum 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 ¢s),
as long as the period served on the Board was at least
three years Those entitled to the full pension account are,
firstly, the widow, widower or surviving owil pariner of the
Executive Board member and, secondly, orphans of the
Executive Board member if there 1s no widow, widower
of surviving civil partner

The pension payable 1s calculated on the basis of the
mortality tables and interest sates which are vahd when
the pension 1s drawn In all cases, the Executive Board
member may choose to have his ar her pension paid in
ane of three ways

as a lump sum,

in five to ten annual instalments with the accrual of
interest {depending on the term) unti! the payments
are due,

— 1n the torm of payments for ife tncluding 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 vanants
Pension commitments for Georg Denoke and Sanjiv
Lamba, who were already on the Executive Board of the
company at 1 January 2012, are set out in individual con-
tracts The pensicn is based on a particular percentage of
the last fixed monthly pensionable emoluments paid The
percentage rate on entry 1s 2o 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 monthty emoluments paid Payments are made
on a monthly basis once the member has retired from the
Group and 1s eligible for his or her pension (old age pen
sien from the age of 65, pension for medical disabulity or
incapacity for work, and surviving dependants pension in
the event of death) Widowed spouses receive 60 percent
of the pension of the deceased member of the Executive
Board The commitments also include benefits for any or
phans or children who have lost one parent Each child
entitled to maintenance receives 10 percent {in the case
of children who have lost one parent) up to @ maximum
of 25 perceni (in the case of orphans) of the pension of
the contracting party, generally until bus 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 mantenance payments
to surviving dependants must not exceed the full amount
of the penston of the contracting party Current pensions
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are adjusted annually to take account of the change in
the consumer price dex for private households based on
information provided by the German Statistical Office If a
member of the Executive Board has reached the age of 55
and completed ten years of service on the Executive Board,
and his or her employment contract 15 terminated early by
the Supervisary Board of his er her term of office 15 not
extended for reasons beyond the control of the Executive
Board member, he or she would immediately receive the
pension earned, taking into account other income If, how
ever, an Executive Board member has not completed ten
years of service or if the employment contractis terminated
before he or she reaches the age of ss, he or she acquires
ennilement by law to a pension as a supplement to the
occupational pension in the amount speaified by law, pro-
vided the Executive Board member was employed by the
company far a mammum period of three consecutive years

Emoluments of the Executive Board for 2015
with regard to the composition of the Executive Board,
the following changes were made in the 2015 financial
year with effect from 1 January 2015, Or Christian Bruch
and Bernd Eulitz were appointed to the Executive Board
of Linde AG Theyreplaced Professor Dr Aldo Bellor, 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 subsidianies i and /or for the
2015 financial year was EUR 1,578,045 (2014 EYR 11,967,739)
Of this amount, Eur 4,295,945 (2014 EuR 4,263,230) related
to fixed remuneration components which are not perior
mance-related and eur 7,282,100 {2014 EUR 7,704,509) L0
vanable short term or long-term performance-related re-
muneration components The measerement of benefits in
kind and other benefits was based on their value for tax
purposes 60 percent of the variable cash emoluments, 1 e
EUR 4,369,260 (2014 EUR 4,622,705) will be paid a0 percent,
| & EUR 2,912,840 {2014 EUR 3,081,804) IS required to be
invested {afier the deduction of tax) In Linde shares which
must be held for a qualifying period of four years This
therefore constitutes a long-term remuneration companent
The total remuneration of the members of the Executive
Board In 2015 wWas EUR 14,953,014 (2014 EUR 15,092,622} In
cludedn the total remuneration are options and rights to
matching shares which were granted to members of the
Executive Board under the Long Term Incentive Plan In
each case, the options and matching shares are included
at thenr 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 on allocation of
EUR 67 11 {2014 EUR 65 02) per oplion and 4,275 (2014 4,463}
nghts to matching shares with a value on allocation of
EUR15791 (2014 EUR140 01} per fight to a malching share

Subject to the approval of the annval financial state-
ments of tinde AG for the year ended 31 December 2015, the
emoluments for the individual members of the Executive
Board for 2015 (including variable emoluments ¢alculated
on the basis of Group ROCE after non-recurning items of
8 7 percent) are as follows
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REMUNERATION REPORT
(PART OF THE COMBINED
MANAGEMENT REPORT)

E3

TOTAL REMUNERATION QF MEMBERS OF THE EXECUTIVE BOARD

Executive Bogrd members in glfice at 31 12 2015

Cash emoluments Long Term incentrve Plon Totgl Pensions
Motching
Qptioas shares
Benefits
Fixed in kind/ Totol cosh valye on Yolue on Service cost  Service cosl
emoiy Other emolu the gront the grant Total n fingncrgd  in finoncrol
ments benelits  Vanoble cash emoluments ments” dote dale emglyments  yeor’ iFRS  year’ HGB
non
current' current?
n EUR (509%) (40%)
Di Wolfgang
Buchele
{from
0705 2014)
(Chairman from 2a15| 1,200,000 37733} 1,075,500 717,000| 3,030,233 800,018 200,072 4,030,323 651,268 539,175
20 05 2014} 2014 800,000 101,671 701,800 467,867 | 2,071,338 200,006 199,934| 3,071,278 453,316 375,989
2015 600,000 21,955 722,760 481,840 1,826,555 399,976 99,957 | 2,326,488 305,022 270,394
Thomas Blades 2014 600,000 28,481 697,080 464,720 1,790,281 400,003 99,967 | 2,290,251 298,789 277,331
Dr Christian
Bruch 205 S00,000 20 630 476,070 317,380 1,314,080 199,982 75,007 1,689,069 305,849 244 679
(fromo1012015) 2014 - - - - - - - - - -
2015 750,000 20,761 840,000 560,000| 2,170,761 499970 125,065 2,795 7%¢6 256 911 139,917
Georg Denoke 2014 722,500 23,296 786,555 524,370 2,056,721 500,004 125,029 2,681,754 163,924 120,127
Bernd Eulitz 2015 500 000 28,157 522,090 348 060 | 1,398,307 299,982 75007 1773296 308,020 246,416
(from 01012015} 2004 - - - - - - - - - -
2015 600,000 16,709 732,840 488,560| 1,838,109 359976 99,957 | 2,338 042 274 349 150,294
Sanjiv Lamba 2014 581,250 69,0174 687,060 458,040 | 1,795,367 400,603 99,967 | 2,295,337 176,221 129,592
TOTAL 2015 | 4,150,000 1459457 4,369.260| 2,912,840 11,578,045 | 2,699,904 675,065 14,953,014| 2,105,419 1,590,875
(1t percent) 28 1 29 19 77 18 5 100
TOTAL 2014% 3,969,861 | 293,369 4,622,705| 3,081,804 11,967,739 | 2,500,019 624,864 | 15,092,622 | 1,228,535 1,022,807
{in percent) 26 2 31 20 79 17 4 160

&0 percenl of the vasiable cash remuneration is paid directly in the year Iollowing the balance sheet date
1 40 percent of the variable cash remuneration 1s paid out in the year following the balance sheet date with the obhigation to purchase shares n Linde and hold these shates for at least four years
' No past service cost arose in the 2014 or 2015 hnanciai years

Sanjiv Lamba recerved an anniversary bonus of Eur sok

2014 including Prolessor 01 Aldo Bellon) (Member of the Executive Board until 3112 2014) and Pro

or

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 (HGBY), as well as Professor Dr Wolfgang
Reitzle (Chairman of the Executive Board until 20 May 2014}
with total emoluments of Eyr 1,787,069 The 2014 Financial Re-
port shows the distnbution among the vasous components
tn the 2015 financial year, the service cost for pension
obhgations in accordance with 1IFRS was eur 2,105,419 (2014
EUR 1,228,535), while the figure in accordance with the
German Commercial Code (HGB) was tur 1,590,875 (2014
€ur 1,022,807) At the balance sheet date, the present
value for accounting purposes of pension commitments
accruing to the individual Board members was as follows
Dr wolfgang Buchele tur 1,111,884 (2014 EuR 453,316)
(Group), EUR 1,006,674 (2014 EUR 375,989) {Linde AG),
Thomas Blades Eur 1,262,717 (2014 £UR 585,861) (Group),
EUR 1,381,352 (2014 EUR 869,377) (Linde AG), Dr Chnisuan
Bruch eur 848,196 (Group), EUR 654,033 (Linde AG), Georg
Denoke EUR 2,789,595 (2014 EUR 2,777,049) {(Group},
EUR 1,965,365 (2014 EUR 1,513,921) (Linde AG), Bernd Eulitz
EUR B£1,327 (Group), EUR 692,771 (Linde AG), Sanjiv Lamba
EUR 1,158,813 (2014 EUR 983,190) (Group), fur 819,326 (2014
£tur 539,886} {Linde AG)} The change in the present value
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gang Reitzle (Ch ol the Executive Board unhil 20 05 2014)

of the pension commitments 15 the result of the unwind-
ing of interest of entillements acquired in previous years,
actuanal gains and changes in holdings The present values
of the pension commitments accrwing to Or Christian Bruch
and Bernd Eulitz, who were appointed to the Executive
Board on 1January 2015, Include their vested nghts frem
therr ime spent as executives within The Linde Group
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Disclosures in accordance with the
requirements of the German Corporote
Governance Code

Disclosed in the table below, in accordance with the re-
quirements set out in the German Corposate Governance
Code, 15 the allocated remuneration of the Executive Board
for the 2015 financial year including other benehits and in-
cluding the maximum and minimum emoluments attainable
in the case of vanable remuneration components In con-
trast to tNe rABLE ENTITLED "TOTAL REMUNIRATION OF MEMBERS
oF THF FXFCUTIVE BOARE™, the one-year variable remuner-
ation 1s disclosed in the table below at the target value,
which is the value that would apply if all the targets were
fully met Asinthe ragee enririen “101A1 REMUNERATION OF
MEMBERS OF THE FXECUTIVF BOARD™, the options and nghts to
matching shares included in the share-based remuneration
(Long Term Incentive Plan) are reported at fair value on
the grant date The option nights and nights to matching
shares only become exercisable or are only transterred
after a four-year qualfying penod has elapsed In each
case, the number of option rights or nghts to matching
shares 1s determined by the actual targets met after the
quahfying period has expired Therefore, the value of the
nghts may be higher or Jower than the higures disclosed in
the table below, depending an the prevailing share price
al the date of transfer Moreover, in contrast to the rag:r
FNTITITD “TOTAL REMUNTRATION QF MEMBERS OF THF EXECUTIVE
soarp~, the tolal remuneration in the table below includes
the pension expense
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E4 REMUNERATION ALIOCATED DURING THE YEAR

Executive Boord members in office ar 31 i2 2015

O Wollgang Buchele
Member of the Executive Board from 01 05 2014
¢hausmen of the Executive Board from 20 05 2014

Remynergtion alfocoted during the yeor, in EUR 2014 2015 2015 (Min) 2015 (Mox}
Fixed emoluments 800,000 1,200,000 1,200 000 1,200,000
Other benefits 101,671 37,733 37,733 37,733
TOTAL 901,671 1,237,733 1,237,733 1,237,733
Qne-year vanable emoluments
Short-term cash emoluments™? 773,120 3 095,900 0 3,000,000
Multi-year variable emoluments 1,515,353 1,730,590 0 3,714,355
ntfuding long-teim cosh emoluments
{delerral)™* 515,413 730,600 ¢ 1,980,000

inclyding tong Term Incentive Plan 2012
(qualitying period 4 years)®

options 800,006 - - -
Matching shares 199,934 - - -

mciuding Long Term Incentive Plon 2015
(qualifying period « years)®

aptions - 800,018 [} 1,564,704

Matching shares - 206,072 i} 169 651

TOTAL 3,190,144 4,064,323 1,237,733 7,952,088
Service cost 453,316 651,268 651,268 651,268
TOTAL EMOLUMENTS 3,643,460 4,715,591 1,889,001 8,603,356

Executive Boasd members i olfice ot 31 12 2045

Georg Denoke
Member of the Executive Board from 12 09 2006

Remuneration ollocated during the year, i EUR 2014 2015 2015 (Min) 2015 (Mox)
Fixed emoluments 722,500 750,000 750,000 750,000
Other benefits 23,296 20,761 20761 20,761
TOTAL 745,796 770,761 770,761 770,761
One year variable emgluments

short-term cash emoluments'? 866,505 856,500 0 1,875 000

Multr year variable emoluments

wncluding long term cash emolumenis
___ (deferral)™* 577,670 571,000 0 1,237 500

1,202,703 1,196,035 0 23n032

including Long Term Incentive Plan 2014
{quahiying period 4 years)®

Options 500,004 - - -
Motctung shares 125,029 - - -

wcluding Longirefm Incentive Pian 2015
fqualifying pertod 4 years)®

____ Options - 499,970 0 977,483

- _Ma{rhmg shares - 125,065 [ _ﬂisiqw

TOTAL 2,815,004 2,823,296 770,761 4,966,793
Service cost 163,524 255,911 256,911 256,911
TOTAL EMOLUMENTS 2,978,928 3,080,207 1,027,672 5,223,704

so perceni ol the variable cash remuneration is paid in cash with ao further obligation incumbent on the Executive Board member

+ Capped at 250 percent of the fixed emolyments The indwidual maximum values disclosed are the potential maximum values in terms of amount in atcordance
with the agreed upper bmil 1 ¢ zs0 pescent of the lixed emofuments

+ 4p percent of the variable cash remuneration s paid out in cash with the obligation to purchase shares in Linde and held these shares for at least {our years
Capped at 165 percent of the fixed emoluments The individual maximum values disclosed are the potental maximum values in 1erms of amount in accardance
with the agreed upper lsml | & 165 percent of the hixed emoluments

+ The value of the options #nd rights te malching shares are not mited in terms of amount once the qualiying period has slapsed The amounts disclosed a1e the
sndividual maximum amounts if both the performance targets are med (n full and are based on the closing prsce of Linde shares an 31 December zo1s {EUR 133 90)
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Member of the Executive Board from 08 03 2012

Thomas 8lades

Member of the Executive 8oard from 01 01 2015

Dr Chnstian Bruch

2014 2015 2015 (Min} 2015 (Max) 2014 2015 2015 (Min) 2015 (Mox)
600,000 600,000 600,000 600,000 - 500,000 500,000 500,000
28,481 _ gl,?S‘S _ 21955 21,955 - 20,630 ) 20,630 20,630
628,481 621,955 621,955 621,955 - 520,630 520,630 520,630
778,080 742,200 o [ 1,500,000 - 487,950 0 1,250,000
1,018,690 994,733 o 1 856,545 - 700,289 0 1,474,693
518,720 494,800 [/ geo000y - 325,300 [ 825,000
400,003 - - - _ - - - -
99967 - - - - - - -
- 399,976 [ 781,786 - 259 982 0 586,090
- _29,&52 _or 84 759 - 75007 e 61,603
2,425,251 2,358,888 621,955 3,978,500 - 1,708,865 520,630 3,245,323
- 298,789 309022 309,022 309,022 - 305,849 305,849 305,849
2,724,040 2,667,910 930,977 4,287,522 - 2,014,718 826,479 3,551,172
dernd Euhtz sanjiv lamba

Member of the Executive Board from 91 01 2015 Member of the Executive Board from 09 03 2011
2014 7015 2015 (Min) 2015 (Max) 2014 2015 2015 {Min) 2015 (Max)
- 500 090 500,000 500,000 581,250 600,000 600,000 600,000
- 28,157 28,157 28,157 69,017 16,709 16,709 16,709
- 528,157 528,157 528,157 650,267 616,705 616,709 616,709
- 534,060 B .0 1,250,000 747,015 _775,800 o o 1,500,000
. - 731,029 ] 1474 693 . 997,980 1,017,133 1] 1,856 545
- T 356,040 0 _ _825, 000 498,010 517 20_0 0 220,000
- - - - 400,003 - - -
- - - - 99,967 - - -
- 299,982 [ 586,090 . _ .= 399,976 4] 781,786
- 75,007 o ¢ . 6&6'03 - _ 59,957 o 84,759
- 1,793,246 528,157 3,252,850 2,395,262 2,409,642 616,709 3,973,254
- 308,020 308,020 108,020 176,221 274,349 274 349 274,349
- 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 Corporate Governance
Code, 15 remuneration recetved, comprising fixed emol-
uments, gther benehits, one-year vaniable emoluments
and multi-year varnable emoluments, set out according
to the relevant reference year, and the pension expense
in and/or for the 2015 financial year The remuneration
receved table does notinclude any remuneration for for-
mer members of the Executive Board In contrast to the
mults-year vanable emoluments granted disclosed above,
this 1able shows the actual value of multi-year emoluments
granted in prior years and received 1n 2015 Mo tranche of
the Long Term Incentive Plan was exercisable in the 2015
financial year The qualifying penod for the Long Term
incentive Plan 20t2 ends in 2016

E5 REMUNERATION RECEIVED DURING THE YEAR

Executive Boord members in office ot 31 12 2015

Or wollgong Buchele
Membes of the Executrve Board

from 01 05 2014

Chief Executive Offices from 20 05 2014

Thomas 8lades

Member of the Execulive Board

from 08 03 2012

Remuneralion recerved durning the year i FUR 2014 2015 2014 2015
Fixed emotuments 800,000 1,200,000 600,000 600 000
Other benefits 101,671 37733 28,481 21,955
TOTAL 901,671 1,237,733 628,481 621,955
One year vanable emoluments
Short-term cash emaluments’ 701,800 1,075,500 697,080 722,760
Multe-year variable emoluments 467,867 717,000 464,720 481,840
including fong term cash emolumentis
{deferral}’ 467,867 717,000 464,720 481,840
including Long Term Incentive Plan 2on
(qualiying period 2011-2014) - - - -
Others 0 0 0 0
TOTAL 2,071,338 3,030,233 1,790,281 1,826,555
Service cost 453,316 651,268 298,789 309,022
TOTAL EMOLUMENTS 2,524,654 3,681,501 2,089,070 2,135,577

&0 peicent of 1he varlable cash remuneration s paid In cash with ne turther obhgation incumbent on the Executive Board member 4o percenl ol the variable

cash remunesation is pard out in cash wilh the obligahion to purchase shares in Linde and hold these shares Jor a1 least foer years

Other remuneration-related arrangements
The Supervisory Board has the nght, at its own discretion,
to award a special payment to an Executive Board member
for exceptional perfermance Again in the zo1s financial
year, no such payment was granted Any potentiat special
payment 1s 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 vanable emoluments
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Or chiistran Biuch

Member of the Executive Board

from 01 01 2015

Georg Denoke
Member of the £xecutive Board
from 12 09 2006

Bernd Eulitz

Mermber of the Executive Board

from 07 01 2015

Sanpv lomba

Member of the Executive Board

from 09 03 2611

2014 2015 2014 2015 2014 2015 2014 2015
- 500 000 722,500 750,000 - 500,000 581,250 600 000

- 20,630 3296 20,761 -1 28187 69,017 16,709

- 520,630 745,796 770,761 - 528,157 650,267 616,709

- 476,070 786,555 840,000 - 522 050 687,060 732,840

- 317 380 879,451 560 000 - 348,060 814,517 488,560
o - 317 380 524,370 560,000 - 348,060 458,040 488,560
- - 355,081 - - - 356,477 -

- 0 0 0 - 0 0 0

- 1,314,080 2,411,802 2,170,761 - 1,398,307 2,151,844 1,838,109

- 305,849 163,924 256,911 - 308,020 176,221 274348

- 1,619,929 2,575,726 2,427,672 - 1,706,327 2,328,065 2,112,458
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Benefits in the event of termingtion
of a contract
in the event that they are not reappointed between the
age of 55 and 62 for reasons beyond their controf, Executive
Board members Georg Denoke and Sanjiv Lamba will re-
ceive 1n accordance with their existing contracts a lump
sum severance payment of so percent of their annuat
cash remuneration {fixed emoluments and that portian
of the vanable cash emoluments whichis to be paid in
cash with no obligatien to investin shares (s0 percent))
for the last full financial year before the termination of
thetr employment

In compliance with the German Corporate Governance
Code, all contracts with members of the Executive Board
include the followsng 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 or her severance pay will be capped at twice
the annuzl cash emaluments (fixed emoluments and that
portion of the vanable cash emoluments which 1s to be
paid in cash with no ebligation to invest in shares (6o per-
cent)) ("severance cap”) The calculation s based on the
annual cash emoluments for the last tull financial year
prior to the removal of the member from the Executive
Board 1f the annuat cash emoluments of the member of
the Executive Board for the financal year in which his or
her employment is terminated are likely to be signihicantly
higher or lower than the annual cash emoluments for the
last full financial year, the Supesvisory Board may at 1ts
discretton make an adjustment to the calculation of the
annual cash emoluments If the remaining term of the em-
ployment contract 1s fess than two years, the severance
pay 1s calculated pro rata For the penod on the basis of
which the severance pay I1s determined, the Executive
Board members recelve no pensicn payments

if Linde AG 15 acguired by another company and there
ts a change of control, 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 approprnate 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 entillement to
benefits based an their contraciual cash emoluments but
lnated in extent However, the burden of proof 1s on the
member of the Executive Board to demanstrate the actual
arcumstances of his or her dismissal as a result of which
his or her position has been unduly compromised The
recommendation of the German Corporate Governance
Code relating to severance caps in the event of a change of
control 1s also being followed In accerdance with the Code,
all Executive Board contracts provide for severance pay in
the event of a member retiring early from the Board due to
a change of contrel equivalent to the amount payable in
the event of early retiremnent from the Board withoul cause
under any other circumstances Moreover, the Executive
Board member would receive additional compensation
equivalent to hus or her annual cash emoluments (fixed
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emolurments and that portton of the vanable cash emol-
uments which 1s to be paid in cash with no abligation to
invest In shares (60 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 en the gccasion of of in connection with the
acquisition by a majority shareholder, a controiling inter-
est o7 another legal entity, these are taken into account
when the compensation and severance pay benefits are
calculated The pension entitlement 1s determined 10 ac
cordance with the rules for the early termination of an
employment contract without cause

If the employment contract of a member of the
Executive Board 1s terminated with due cauvse, 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 thewr contracts By way of compensation, the company
undertakes to pay former Board members an amount equiv-
alent to 50 percent of their fixed emoluments during the
period of restraint The compensation qualifies in full for
pension benefits

If the member of the Executive Board leaves the compa
nys service as a result of death or incapacuty for work, he
or she or hus or her heirs are entitled to the fixed monthly
emoluments for the month in whtch the employment con
tract ended, and for the following six months Moreover,
he or she or hus or her hews are entitled 1o that proportion
of the vanable cash emoluments 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 s pard in cash

loagns and advances
During the financial year, no loans or advances were made
to members of the Executive Board

Totol 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
tn the 2015 financial year {2014 EUR 3,290,586) The total
emoluments 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 virtual
shares for former Executive Board members

A provision has been made in the Group financial state
ments for current pensions and future 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 hinanaal statements of
Linde AG, a provisian of EUR 50,381,450 was made (2014
EUR 44,793,684) The differences in the amounts disclosed
are attributable to different accounting parameters be-
ing used to calculate the figures included in the Group
financial statements and the annual financial statements
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2 Remuneration of the
Supervisory Board

The remuneration of the Superwvisery Board 1s detesmined
at the Annual General Meeting based on a proposal from
the Executive Board and Supervisory Board 1t 1s 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 1t compnises only fixed emoluments

Annual fixed emoluments
Fach member of the Supervisory Board receives annual
fixed emoluments of Eur 156,000

Emoiuments of the Chatrman and Deputy
Chatrmen of the Supervisory Board

The Charrman of the Supervisory Board receives annual
fixed emoluments of eur 450,000 and each of the Deputy
Chairmen receives annual fixed emoluments of eur 225,000
These fixed amounts also include the recompense for chair
ing and serving on committees

Emoluments of the standing Committee
and Audit Committee

Each member of the Standing Committee and the Audit
Commuttee (excluding the Chairman and Deputy Chairmen
of the Supervisory Board) receives eug 30,000 In addition
to his or her annual fixed emoluments and the Chairman
of the Audit Committee receives EUR 60,000 10 addition to
s or her annual fixed emoluments

Attendance fees

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

Payment date, VAT and retmbursement

of expenses

The remuneration of the Superwisory Board is paid af
ter the end of the relevant fimancial year The company
reimburses members of the Supervisory Board for ther
expenses and also for VAT on their emoluments and on
their expense reimbursements The company can take
out hability insurance for the benefit of members of the
Supervisory Board to cover the legal hability anising from
their activities as Board members

voluntary personal investment

The members of the Supervisory Board made a personal
commiiment to the Supervisory 8card that, in return for
25 percent of the fixed gross emoluments payable in each
financial year, they would purchase shares in Linde and
it each case hold these shares for the duration of their
membership of the Supervisory Board of Linde AG This

35

does not apply if the Supervisory Board members remit
at least s percent of their fixed emoluments to the Hans
Bockler Foundation 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 15 less than gs percent,
the personal commitment apphes to the proportion of
the fixed emoluments which has not been transferred

In 2014 and 2015, the Supervisory Board members ful-
filled their personal 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 GermanSecurities Trading Act (WpHG)

Emoluments of the Supervisory Board for 2015
The total emoluments of the Supervisory Board (fixed emo!l-
uments and attendance fees) amounted 1o EUR 2,512,000
{2014 EUR 2,509%,000) plus VAT of EuR 477,280 (2014
EUR 476,710) The total cost for the attendance fees was
EUR 82,000 (2014 EUR 75,000)

The following table lists the remuneration of the indi-
vidual members of the Supervisory Board by component
in the 2015 and 2014 financial years
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E6 FMOULUMENTS GF THE SUPERVISORY BOARD

fmoluments for

Fixed sitting on Attendance Total

m EUR emoluments’ committees’ fees’ emoluments’
Dr Manfred Schneider 2015 450,000 - 10,000 460,000
{Chairman) 2014 450,000 - 10,000 460,000
Hans Dieter Katte® 2015 225,000 - 10,000 235,000
{Deputy Chatirman) 2014 225,000 - 10,000 235,000
Michael Diekmann 2015 225000 - 6,000 231,000
{5econd Depuly Chairman) 2014 225,000 - 7,000 232,000
2018 150,000 30 000 9,000 184 000

Prof Br Or Ann-Knstin Achleitner 2014 150,000 30,000 8,000 188,000
2015 150,000 60 000 8 000 218,000

Dr Clemens Barsig 2014 150,000 60,000 8,000 218,000
2015 150,000 - 5 000 155,000

Anke Couturner 2014 150,000 - 4,000 154,000
2015 150,000 - 4 000 154,000

Franz Fehrenbach 2014 150,000 - 4,000 154,000
2015 150,000 60,000 9,000 219000

Gernot Hahl? 2014 150,000 60,000 10,000 220,000
2015 150,000 - 5,000 155,000

Dr Martin Ximmich?® 2014 150,000 - 4,000 154,000
2015 150 000 30,000 6,000 186,000

Klaus Peter Muller 2014 150,000 30,000 6,000 186,000
2015 150,000 - 5,000 155 000

Xaver Schrmdt? 2014 150,000 - 4,000 154,000
2015 150 000 - 5,000 155 000

Frank Sonntag? 2014 150,000 - 4,000 154,000
TOTAL 2015 2,250,000 180,000 82,000 2,512,000
(17 percent) S0 7 3 100
TOTAL 2014 2,250,000 180,000 79,000 2,509,060
(1n percent) 920 7 3 100

' Amounts excluding VAT

' The employee representatives have decided 1o torward their remuneration ta the Hans Bockles Foundation 1n accordance with the guidelines ol the

Contederation of German Trade Uniens

Loans, advances and other emoluments

At 31 December 2015, there were no loans or advances to
members of the Supervisary Board Moreover, the members
of the Supervisory Board recerved no payments or advan-
tages in 2015 or 2014 for services they provided individually,
in particular advisory or agency services
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Compared with the Eurepean markets, the US stock mar-
kets painted 2 disappointing picture the S&P 500 Index
lost o 7 percent In a year on-year comparnson The tech-
nology index NASDAQ (NASDAQ compostte) achieved
better performance, nsing by s 7 percent The emerging
REMUNERATION REPORT <22 economies were unable to keep up with these devel-
LINDE IN THE 37 opments and lost substantial value the MSCI Emerging

CAPITAL MARKET Markets tndex, for example, dipped by 17 o percent in the

BUSINESS MODEL OF »42
THE LINDE GROUP year under review

LINDE IN THE
CAPITAL MARKET

DAX actueves positive annual result
despite considerable fluctugtions
The 2015 stock market year was characterised by the
monetary policy pursued by the central banks and by
geopohitical events, particularly in Ukraine and Syria Tei-
ronst attacks by 1S in France also gave rise to a state of
emergency and created a mood of incieasing uncertainty
The strong US doltar and the drop in commodities prices
exacerbated the debt crisis 1n seme emerging markets
and sent share prices south

Nevertheless, Germany’s leading index, the DAX, was
able to hold its own in thus difficult international enviren-
ment In the first few months of the year, the announce
ment of monetary pelicy easing made by the European
Central Bank allowed the DAX to climb to ane recard level
after the other By 10 Apnl, the index had chimbed from
9,806 points at the end of 2014 t0 12,374 points The DAX
was more volatile in the second quarter until the deval-
uation of the Chinese currency triggered a slump on the
international stock markets in August The prenounced
uncertainty on the global markets continued to affect the
DAX On 24 September, it fell to1ts year low ot 9,427 points -
meaning that it had lost almost one quarter of its value
compared with the high reached in Apnil

An upward trend emerged again from mid-September
onwards befare coming to an abrupt end in early December
The European Central Bank opted not to comply entirely
with the high expectatiens of a further expansion of the
lcose monetary policy, a move which praved to be a source
of negative impetus for 2 while Debates relating to refu-
gees and the Volkswagen scandal only served to increase
the feeling of uncertainty ameng investors What 1s more,
the s Federal Reserve hiked its key interest rate for the
very first ime sn mine years on 16 December 2015 Despite
all of these developments, the 2015 stock market year was
a positive one an 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 Europe’s
other major stock market indices The MSCI Europe In-
dex only gained 2 2 percent The FTSEurofirst 300 Index,
London, rose by 5 o percent, with the D} EURD STOXX gain-
Ing & o percent The CAC 40 Index, Paris, reached a similar
tevel 1o the DAX, chmbing by 8 5 percent
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Performance of Linde shares
Despite the positive stock market environment, Linde
shares came under considerable pressure, especially In the
second half of 2015 They closed the year at eur 133 90 00
30 December 2015, down by 13 2 percent cn the closing
price for 2014 of eur 154 20 This also pushed Linde stock
market value down to eur 24 857 bn Compared with mar-
ket capitalisation of Eur 28 625 bn at the end of 2014, this
equates to adrop of €ur 3 768 bn

Linde shares rntially made a very strong start to
the new stock market year, touching on a year high of
EUR 193 85 0n18 March This also represented an all time
high for Linde The second quarter brought a valatile pe-
riod i 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 spialling down te eur 14715 on za August 2015 Due
to the uncertainty on the global markets, this negative
trend continued, with Linde’s shares continueng to lose
value until 24 September 2015

Positive newsflow signalled the start of a brief pernod
of recovery, albeit a merely temporary one Gn 30 Novem-
ber 2015, Linde was forced 1o 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 gverall environment
compared with October 2014, when the oniginal targets
were set First, the rates of growih in industnal production
that are relevant to the industnal gases business contin-
ved to drop considerably across the globe Second, state
price cuts for services in the US Healthcare business are
likely to be more pronounced than onginally expected
in 2016 and 2017 In addition, the £ngineering Division
will make tess of a contribution to Group operating profit
than onginally expected This is pimanly due to a lower
order intake due to a general reluctance to invest among
custemers, also due to what are hkely to be low oil prices
in the medium term By 14 December 2015, Linde shares
had fallen to the year low of eur 128 0s

This setback in Linde’s share price does not, however,
raise any doubt as to its fundamentally solid and stable
business mode! This business model 1s charactensed by
leng term contractual structures, a broad based customer
portfolio and a stable cash flow

The restructuring programme, which was launched in
2014 and was largely concluded in 2015, as well as the
well-known HPO (High Perfarmance Organisaiion) concept
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designed 10 achieve sustainable productivity gains, are
creating a positive perception of Linde’s focus on profits
on the capital market

The capital market 1s increasingly evaluating respon-
sible behaviour in the corporate sector with investments
that take the principles of sustainable management into
account (Socizally Responsible Investment, SRI) Linde 15
represented in a number of SRI funds, indices and ranking
systems Among others, Linde forms part of the gltobal
Dow Jones Sustainabdity Index (0)SI World}, the FTSE-
4Good Index Serie, the MSCI Global sustainability Index,
the Ethibel Sustainability Index (ESI} and the STOXX Global
ESG Leaders Index

The leading international rating agencies Moody’s
and Standard & Poor’s award Linde a high credit rating
In December zo1s, both agencies confirmed Linde’s good
credit rating of A+ and Az respectively, with a stable out-
look These ratings recognise the Group’s conservative
financial pelicy and 1ts rebust business modei as well as
its good hquidity situation

E7 CAPITAL MARKET-BASED FIGURES

Duning the financial year, Linde was able 10 benefit repeat
edly from these ratings and from the good conditions in
the international capital markets for corporate bonds in
the fourth quarter of 2015, for example, Linde placed three
bonds warth a total of cur 230 m The first bond, which has
a term of five years and a fixed coupon of 0 634 percent, has
a volume of Eur 50 m The second private placement, which
has a term of 12 years and a fixed coupon of 1 652 percent,
has a volume of Eur 80 m The EUR 100 m bond has a term
of fifteen years and a fixed coupon of 19 The proceeds of
the issue were used to redeem a Eur 600 m bond which
felt 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 eniginally ran for five years, with two options to
extend the facihty, n each case by one year (subject to
the agreement of the lenders)

with the syndicated credit facility supplementing its
Irquid funds, Linde had a solid general hquidity reserve
at the end of 2015

2015 2014
Number of shares with dividend entitlement for the financial year umts | 185,638,071 185,638,071
vear end closing price EUR 133 90 154 20
Year ugh EUR 193 85 157 30
Year low EUR 128 05 139 15
Total dividend af Linde AG for the financial year EUR m 640 585
Market capitalisation’ EUR m 24,857 28,625
Average weekly volume No 2,510,206 2,267,308
volatility’ (260 days) % 302 16 2
tnformation per share
Cash dividend EUR 3 45 315
Dividend yield #| 26 20
Operating cash flow EUR 19 35 1617
Earnings (reported EPS) EUR 619 564

As at 31 December
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1 LINDE SHARE PRICE PERFORMANCE 2011-2015 COMPARED WITH INDICES
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E8& LINDE PERFORMANCE IN COMPARISON The praportion of institutional investors from the US came
WiTH THE MOST IMPORTANT INDICES' in at around 38 percent at the end of the reporting year, as
weightng N the previous year (2014 38 percent) This means that US
tinde -
2015 shoeen  IMvestors continue to constitute the largest group of inves
i percent percent  tors fram a single country The proportion of shares held
uinde (including dividend) -6 -| by European instrtulienal investors fell shightly to s7 per-
Linde (excluding dividend) -132 -| cent (2014 s8 percent) The proportion of shares held by
DAX 96 264 institutional investors in the Scandinavian countries also
Prime Chemical 37 10ga| fell to12 percent (zo14 13 percent) At 31December 201s,
DJ EURD STOXX 30 0 64 German institutional investors held 11 percent of Linde’s
DJ EURD STOXX Chemical e 796 shares (2(;14 14 percent) The propostion of institutional
FTSEuro(irst 200 oo 037 |nvti5(tors rom the UKtrose s:g(;jhtt:]y year-ont-year tfon pe':-
2| cent{2014 15 percent), I roportion of Frenc
FTSE e300 Chemical 31 753 percent), as € prop
— | nvestorsate percent (2014 7 percent) The proportion of
MSCI Europe 212 033

As at 2112 2015

Stable shareholder structure

In the annual shareholder dentification survey, Linde 1den

tified the shareholders of around 7s percent (2014 around

79 percent) of the outstanding shares on the balance sheet
date of 31 December 2015 These are selely institutional in-
vestors In the case of the shareholders who have not been

identified, 1115 assumed that 76 percent of these shares too
can be allocated to institutional investors On the basis of
this approach to the calculation, the proportion of private
investors who held shares in Linde at 31 December 2015
was around 6 percent (2014 5 percent)
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Aslan investors remaimed constant in the 2015 financial
year at 4 percent (2014 a percent) The proportion of inves-
tors focusing on sustainability once again came to around
11 percent in the 2015 financial year (2014 11 percent)

In the past year, Linde has again succeeded in broad-
eming 1ts investor base to include a number of investors
who take a long-term view The Group’s business model 1s
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-ierm wealth creation
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Q1 INSTITUTIONAL INVESTOR

HOLOINGS BY REGION In %
USA 38 (2014 38)| France 9(2014 7}
UK 16 (2014 15)| Other 6 (2014 5)
Scandinavia 12 (2014 13)| Switzerland 4{2014 4)
Germany 11 (2014 14) ) Asta 4(2014 4)
Dividend payment

Linde has adopted an earmings-based dividend policy
geared towards continuity At the Annual General Meeting
on 3 May 2016, the Executive Board and Supervisory Board
will propose the payment of a dividend of Eur 3 as per
share This 1s an increase of 9 s percent compared with
last year's dwvidend of Eur 315 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 o percent)

Resolutions passed at the Annual General
Meet:ng on 12 May 2015

The remaining 2007 conditionally authonised capital re-
solved by the Annual General Meeting held on 5 June 2007
10 the amount of EUR 4,842,237 44 10 accordance with Article
3 9 of the articles of association was cancelfed in full As
a 1esult, Article 3 9 of the articles of association was de-
leted without substitution The previous Article 310 of the
articles of assoriation became Article 3 5 of the articles
of association

High level of investor relations (IR)
activities sustained
In the 2015 financial year, Linde once again stepped up
Its intensive commumication with capital market partic-
1pants More than 1,000 investor talks were held with
investors Al almost 6o conferences and roadshows
around the world, several events for private investors
and in the course of plant visits on several continents,
Linde offered 1ts sharehglders and potential investors
the opportunity to speak personally to representatives
of the Group, including 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, provides
analysts with an opportumity for dialogue with members
of the Executive Board of Linde AG about new trends and
about the business performance and future of the Group
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A key focus of Linde’s communications with the capital
markets 1s the strategic development of the Group In
particular, the focus 1s on expleiting the Group's strengths,
thereby enhancing the efticiency of the Group as a whole
even further Linde also explained current business de
velopments within the entire Group, as well as the impact
of exchange rates and the global economic climate, and
was able to canvince nattonal and international investors
alike of the potential offered by its products, technolo-
gies and services

Transparency, continuity and rehabihity will continue
to be the hallmarks of Linde’s IR work in 2016, toe The
IR team will be drawing attention to the arguments that
still make an investment 1n Linde an attractive option for
wwvestors 11s ferward-looking and robust business model
characterised by lang contract periods, financing geared
towards the long term and an excellent position in the
fast-growing business sectors

All currentinformatien about Linde shares can be found
on the Group’s websile at www 1invos coum in the Investor Re
lations section If you have any questions or require informa
tien, the IR team will be happy to help on +49 89 35757-1321
You ¢an also direct your questions to Linde online by sending
dane malf 1O INVESTORRFIATIONS@LINDE COM

E9 LINDE SHARE INFORMATION

Type of share Bearer shares

Stock exchanges All German stock exchanges
{SIN DEQO06483001

CUSIP 648300

LING DE

LIN GR

Security reference numbers

Reuters (xetra)
Bloomberg
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Fundamental
information about
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BUSINESS MODEL OF
THE LINDE GROUP

The Linde Group

The Linde Group 15 3 gases and engineering company with
global operations Its Corporate Centre 1s based i Muntch,
Germany Linde has around 64,500 emplayees and is rep-
resented 1n more than 100 countnes worldwide 1t gen-
erated revenue of EurR 17 944 bn 1n the 2015 financial year
The Group comprises three divisions

— Gases Divisicn
— Engineering Division
— Other Activities

Gases Division

The company offers a wide range of compressed and lig-
uefied gases as well as chemicals, and 15 the partner of
choice across a huge vaniety of industries Linde gases are
used, for example, in the energy sector, steef productron,
chemical processing, environmentat protection and weld-
ing, as well as in food processing, glass production and
electronics The Group 15 alse investing in the expansion
of its Healthcare business (medical gases, medical devices,
clinrcal care and related services) and is a leading global
player in the development of environmentally Iriendly
hydrogen technology
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Industnial gases

Linde produces and markets the air gases oxygen, nitrogen
and argon which 1t makes inits own atr separation plants
fsre 6rossarr] as well as hydrogen, acetylene, carbon
monoxide, carbon dioxide, shielding gases for welding
applications, noble gases and high-punty specialiy gases
uinde gases are ysed across all the continents of the world
in almost alt industry sectors, in trade, and in science and
research Linde also develops and markets systems and
plants for gases applications all over the world in several
technolegical apphcation centres In addition, the Group
provides its customers with comprehensive support ser-
vices and technical equipment The Linde Industnial Gases
segment 1s the world's largest supplier of welding and
safety products

Medical gases
with its Healthcare segment, Linde 1s a global leader
in the supply of high-quality products and services for
the :ntegrated treatment of patients with respiratory
disorders The portfolic comprises gaseous medication
and related medical products for patients and medical
staff Linde operatesits healthcare business in more than
&0 countsies and all products ang services meet high
safely, quality and efficacy standards as stipulated by
the healthcare auvthornities

Its products and services are used to diagnose and treal
a whole range of cenditions Linde Healthcare provides
medical gases, medical devices and clinical treatments for
use in anaesthesia and for the treatment of chronic obstrue-
tive pulmonary disease (COPD), sleep apnoea, pulmonary
hypertension jsee 6iossarrj and pain rehef

Praoduct areas
within the Gases Division, Linde allocates its activilies to
the following product areas

— On-site

— Healthcare

— Cyhinder gases
— Liquefied gases

In the case of the on-site business, customers are gener-
ally supplied via an on-site preductron plant, while in the
other product areas gases are delivered 1o the customer
10 gas cylinders or tankers
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Operational management
On the organisational front, the Gases Division comprises
three segments EMEA, A51i3/Pacific and the Americas
Responsibilities are allocated on the basis of a reqional
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
greatimportance of local and reqional market conditions
in the gases business

(n the course of developing its orgarisational model,
unce 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 15
responsible for each of the operating segments In the
EMEA segment, the RBU Continental & Northern Europe
was divided into three new RBUs RBU Central Europe, RBU
Northern Europe and RBU Southern Europe 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 s called
RBU East Asia At the same time, RBU South & East Asia
was renamed RBU South Asia & ASEAN [ser Grossary] The
three segments in the Gases DivisIon now comprise nine
Regional Business Unis

Linde has also set up five Global Governance Centres
{GGCs) which are managed centrally and act on a Group-
wide basis GGC Merchant & Packaged Gases (liquehied
gases and cylinder gas), GGCElectromcs {alectronic gases),
GGC 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 across 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 development of new projects by a Group-wide
function entitled Oppartunity &Project Development (OPD),
which is designed to explost investment-based business
apportunities 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 srF MANAGFMENT
ORGANISATION PAGES 226 10 227
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Engineenng Division
Linde’s Engineenng Division ss successful throughout the
world, with its focus on promising market segments such
as olefin planis f/see Geossary], natural gas plants, air sep-
aration plants, and hydrogen and synthesis gas plants In
contrast to virtually all competitors, the company can rely
on I1s own extensive process engineering know how i the
planning, project development and construchion of turnkey
industrial plants Linde plants are used 1n a wide variety
of fields 1n the petrochemical and chemical industnes,
in refineries and fertiliser plants, to recover air gases, to
produce hydrogen and synthesis gases, to treat natural
gas and to produce neble gases The Engineesing Division
either supplies plants diectly to the customer or to the
Gases Division, which operates the plants on behalf of
the customer under a gases supply contract

The Engineering Divisien 1s centrally managed and
assisied by the Corporate &Support Functions At Group
level, one of the members of the Executive Board s re-
sponsible for the Engineenng DiVISIGN SFE MANAGEMENT
GRGANISATION PAGIS 226 70 227
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Other Activities

Other Activiies comprises the operations of logsstics ser-
vices company Gist Gist specialises in the distrnibution of
chilled food and beverages, and cperates pringipally in
the United Kingdom and in Ireland

ORGANISATION OF THE LINDE GROUP

Opportunily & Project Development

The Linde Group
Gases Diviston
EMEA Asiaf/Pacihc Americas
Global Governance
Centres
Merchant & Pack The five Global Governance Centres
aged Gases {Merchanl & Packaged Gases, Electionics, Healthcare,
Operations and Deliver) ase centrally managed and Englneerlng
Electronics opeiate across the reqions These umits wall, for example, visien
establish best practice and ensute Other Acuvities
Lhat the process standards which have been
Healthcare defined are implemented and continually
enhanced ac/oss the Geoup

Operations

Deliver

Corporate aSuppart Functions

Corporgle management

The Executive Board 15 international v composition and
1s responsible for the management of the company Each
operational member of the Executive Board 15 responsible
for one SegMeNnt SFE MANAGIMENT ORGANISATION PAGES 226
10 227 By reflecting the operating modelin the allocation
of responsibilities 10 individual members of the Executive
Board, the Group ensures that the individua! strengths and
skills of the Executive Board members are used effectively
at both regional and preduct level
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Core fingncial performance indicators

One of the key elements of Linde’s corporate strategy 15
the pursuit of sustainable earmings-based growth, with
the aim of achieving a steady tncrease in carporate value
To measure the medim-term and long-term financial suc
cess of this valye-based management strategy, the Group
uses the following core performance indicators

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

— Group operating prefit (Earnings Before Interest, Tax,
Depreciation and Amertisation, EBITDA) and the op-
erating profit of the Gases Division and the Engineer-
Ing Division,

— Group operating margin and the operating margin for
the Engineening Division and for the segments EMEA,
Asia/Pacific and Amencas and

— return on capital employed (RQCE) for the Group

These performance indicators are submitted on a regular
basis to the entire Executive Board and are used for inter-
nal management purposes The vanable remuneration of
ihe Executive Board is also based on these performance
INAICAOrS SEF REMUNERATION REPORT PAGES 22 10 36

Other financial and non-financial indicators
10 manage its operating business and represent its per-
formance, Linde also uses other indicators such as EBIF
{Earnings Before Interest and Tax, srr 6rossarr), free
cash flow before financing activities (operating free cash
flow) and segment-specific performance indicators such
as order Intake inthe Engineering Divisien Order intake
1s a key indicator of future business perfermance in the
plant construction busmess, which is geared lowards the
long term Another financial indicator used 1s earnings
per share (EPS) Since this figure 1s based on posi-tax
earnings, 1t alse takes account of financing and fiscal
components

The calculatiens of operating free cash flow and of
earnings per share are given on pages s7 anp 143 of this
financial report
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Calculation of the core financrol
performance indicators
The core performance ndicator ROCE 15 calculated as EBIT
adjusted for non-recurring items dwvided by capital em-
ployed In the 2015 financial year, ROCE calculated in this
way was 9 4 percent (2014 95 percent)

The calcutation of ROCE for The Linde Group can be
summarised as fcllows

DEFINITION OF ROCE

RETURN
3:11)
{including share of prohit or loss from asseciates andjoint
ventures)
+/-
Non recurnng items

/

CAPITAL EMPLOYED'

Equily

+

Financial debt

+

Liabtlries from finance leases

+

Net pension obligations

Cash & cash equivalents and secunuies

Receivables lom finance leases

v Calcutated as the average of the figures as al 31 Pecember of the cusrent
yeas and 31 December of the prior year

Group operating profit (EBITDA) 1s calculated by adjusting
Group EBIT for non-recurnngitems and for the amortisation
of intangible assets and depreciation of tangible assets
The amortisation of intangible assets and depreciation
of tangible assets are included 1n functional costs This
tnformation 1s disclosed 1a the segment information on
PAGLS 124 TO 125

The operating margin 1s derived from two of the per-
{formance indicators (revenue and operating profit)

EBIT 1s calculated as Group revenue less cost of sales
and other functional costs (marketing and selling expenses,
research and development costs, administration expenses)
less other operating expenses In addition, the figure in-
cludes other operating income and the share of profit or loss
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from associates and Joint ventures srr 7a81F 12 PAGE 56
£BIT 15 also adjusted for non-recurring items Non recur
ring ttems are items which, due to thewr nature, frequency
and/or extent, are hkely to have an adverse tmpact on
bow accurately the key finanaal figures reflect the sus
tamnability of the earning capacity of The Linde Group in
the capital market

During the reporting period, non-recurning items re-
lated to restructuning costs

A reconciliation between the reported performance
indicators and the performance indicators after adjusting
for non-recurring items Is QIVeN \N NGTE [40] GF THF NOTES
TO THE GROUP FINANCIAL STATTMINIS
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A world leader
Linde has setitself the target of becoming the leading
integrated gases and engineering company 1n the world
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 reputation in
the market and with customers and all other stakehold-
ers Linde sees ts role as providing its customers with
high quahty products and services and offering sustain-
able value added, as well as serving those customers
In the best way possible 1n arder to achieve this, 1t 1s
constantly enhancing 1ts proximity 1o customers, also by
opening Application Centres Linde also alms to create a
unique sething point by offering innovative products and
services, as well as showing in-depth knowledge of the
customer’s Industry Linde’s growth 1s based on innova-
tions that serve customers and help to boost productivity
on the customer’s side

Linde 1s committed to behaving respansibly towards
people and the environment and to conserving natural
resouices Safe, stable processes and exemplary conduct
form the basis for this growth The Group complies thereby
with 1ts foundational principle of sustainability, ene of
four pninciples under!ying the Linde Spint The Linde Spint
defines the values of the Group More information about
this can be found at www 1INGF com/tINDESPIRIT

Sustamable, earnings-based growth
The strategy of the Group 15 geared towards sustaina-
ble, earnings-based growth Using itsintegrated business
model as a base, Linde 15 always working to achieve im-
provements in the Group’s performance and focusing on the
expansion of the Group’s business activities The resilience
of the integrated business model has been proven in the
past and offers numerous opporiumties that the Company
will continue to exploit in the future, too

The company wants to continue to strengthen its core
business and to take best advantage of the syneigies
between its engineering business and gases business
The Group I1s committed to further expanding its strong
customer focus and cooperating closely with its customers
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on along-term basis, developing iInnovative gases applica-
trons which are tailor made for its customers’ requirements
and offer customers added value

tinde 15 also keen to benefit disproportionately from
the following growth areas the environment and health
Another of the Group's objeclives 1s to exploil the excel-
lent opportunities presenied by the growth regions in the
most effective way possible

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

The company’s focus 1s on the development and commus
sloning of systems that are charactensed by a competitive
cost structure, high levels of energy efficiency and low
maintenance expenses This further improves competi-
tiveness i the on-site business In arder to achieve this,
Linde invests, first and foremost, 1n particularly proamsing
projects in this product area

Irthe promising market for energy and environmental
technologies, Linde 1s continuing to expand its produci
portfolio The range comprises processes and technologies
required along the entire length of the value chain of
renewable and fossil fuels from production via conver-
si0n, transport and storage 1o their most efftcient use The
Group has also focused iIts research funds on the continuing
development of this promising market

with 1ts broad range of skills in the plant construction
business, the Group 15 also well equipped to deal with
the grow:ng importance of iquefied natural gas (LNG)

In the field of liguetied gases, Linde plans to make even
betler use of its existing structures within the geograph-
rcal market presences, the aim being to further increase
market penetration and to offer customers apphications
and services that are truly umigue

Moreover, Linde (s a pioneer in the development of hy-
drogen technology and 1s continuing to drive forward the
establishment of a hydrogen filling station infrastructure
The Group 15 also werking on exploiting growsng market
potential for its technical skills in the freld of power-to-
gas Examples of this are processes designed to convert
energy from renewable sources into gas, such as hydrogen,
s0 that it can be stored more easily

with well in excess of one million healthcare customers
worldwide, Linde 15 a leading gases companies in this field
Linde 1s leveraging the international platform to expandits
respiratory therapies and chinical care services in a targeted
manner The Group has defined its strategy i the Healthcare
segment as tapping into synergy effects, making further
improvements 1o its sales and cost structures, Increasing
the patient density In existing markets and successfully
launching new services such as telehealth services

Another element of Linde’s strategy is to ensure that
it benefits from long-term growth drivers in the global
healthcare sector The market1s charactensed by a growing,
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ageing population, an increase in chronic diseases such as
asthma and COPD {chronic obstructive pulmonary disease),
and a greater emphasis on patrent care in settings other
than hospitals Rising prospeiity especially tn Asia is also
generating ever-growing demand for healthcare

High Performance Organisgtion
Linde continues to refine its processes on the basis of
1ts HPO (High Performance Organisation) programme, a
holistic concept designed to achieve sustainable effi-
cIency gains

The Group began to apply this programme 1n 2008
and is continuing to implement the measures defined
therewn These activities are linked to measurable targets
Linde 1s seeking to achieve reductions in gross costs of
EUR 750 M to EUR 900 min the four-year period trom 2013
to 2016 The Group sees potential above all in the supply
chain for the cylinder gas and hquefied gases business
as well as in the areas of procurement and IT Linde in-
tends to further develop the prgamisation of procurement
in order to continue to achieve a lasting positive impact
on costs and cash flow in future, and laid a key founda-
tion stone in this respect in the year under review with
a global procurement orgamsation The focus 1s on both
the spending and the process side of things [n addition
to making structural changes, the Group will alse continue
to work on optimising 1ks supphier portfolio and product
range In order to reduce costs The aim of these projects
is to implement the structures which will ensure that
procedures continue to be effective in future Important
factors in this context are cooperation across functional
and organisational boundaries, standardisation and opti-
mised processes Moreover, Linde 1simplementing pricing
nitiatives to counteract nising costs in the volatile markets
for energy and raw materials
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Sustainability

Sustainability 15 a vita! compenent 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 to drive 1ts business operations The Group is con

stantly analysing how 1ts products help its customers de-
velop more sustainable processes e g through increased
energy efficency or reduced emissions The Executive
Board of Linde AG decides on the key themes relating to
sustainable development In zo1s, those decistons 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
activiies of sustamability and prepare decision papers
for the Executive Board These experts include the heads
of the following Corporate & Support Functions Carporate
Communications & Investor Relations, Group Human Re-
sources, Group legal 8 Compliance, Corporate Internal Audit
and SHEQ[see 6rossary} Linde s continuously evaluating

subjects relevant to the sustainable development of the
Group, based on an angoing 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 incerporates information about

environmental and social risks obtained from Group risk
management Based on this matenality analysis, Linde de

fines 1ts pnonties for sustainability measuses The Group

maintains reqular contact in a variety of ways with its main

stakeholders These include Linde employees, shareholders,
customers, suppliers, non-governmental organisations, pol

1icians, the scientific and research community, neighbours
and the general public Linde 15 also involved in trade as

seciations and scientific collaborations with specialist and

sustainability networks One of the sustainability networks

11 supports is the UN Global Compact
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Medium-term targets
Linde will continue to pursue a corporate strategy 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
applhed in November 2015, of achieving Group operating
profit of between eur 4 2 bn and eur 4 5 bnand a return on
capital employed (ROCE) in the range of between s per-
cent and 10 percent

onginally, the Group had aimed to achieve Group op-
erating profit of between eur 4 5bn and EUR 47 bn and a
returnon capital employed (ROCE) in the range of between
w1 percent and 12 percentn the 2017 financial year Linde ad-
Justed these targets in the {ourth quarter The mawn reasons
behind the adjusiments relate to a considerable change in
the overall envirpnment compared with October 2014, when
the onginal targets were set First, the rates of growth inin-
dustrial production that are relevant to the industnal gases
business continued to drop considerably across the globe
Second, state price cuts for services in the US Healthcare
business are likely 1o be more pronounced than expected
1n 2016 and 2017 In addition, the Engineening Division will
make less of a contribution to Group operating psofit than
onginally expected This is mainly due to the lower order
intake due to investment restraint among customers as a
result of the current low o1l prices

tinde has also set itself a number of further targets
These targets focus in particular on further improvements
in the area of safety and environmental protection and
In the area of personnel development Prionities are pro-
duction-related satety and transport safety, increasing
energy efficency and reducing emesstons, and diversity
in the workiorce

Linde has already exceeded the original 1arget it had
set itself of improving the average energy intensity of
the Group's air separation plants by s percent by 2017 The
benchmark was the global average efficiency of the air
separation plants operating at the design plant load The
reference year was 2008 In the reporuing year, Linde has
also reached its target of improving the energy efficiency
of 1ts HyCO plants /sef 5e0554%v) by 2 percent by the end
of 2015 compared with the reference year of 2009 Linde
set itself a new climate protection target in 2015 By 2020,
Linde 1s seeking 1o avend a total of s million tonnes of €0,
emissions compared with the year 2009 in1ts air separa-
tion plants and HyCO plants Measures contributing te this
target inchude technical improvements in plant design and
more etficient production processes As a safety-conscious
company, Linde wants 1o cantinuously reduce the rate of
workplace accidents arpund the world resulting in at least
one lost working day per million hours werked by 2020 1n
comparison with the base year 2012

In 2015, as part of tts global safety initiative, Linde re
viewed Its performance indicators and targets The Group's
target for transport salety has been to halve the number of
serious transport incidents per millon kilometses travelled
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by the end of 2017 compared with 2012 In future, iInaidents
previously classified as non-preventable wil! be included
In a new target The Group)s planming to communicate
the new target in the 2016 Financial Report at the latest
Informaticn about the targets Is also given under sarery
AND ENVIRONMENT ON PAGES 84 10 90

On the personnel front, Linde had set itself the target
in 2011 of increasing the proportion of women in senior
management positions to 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
fust and second tiers of management below the Executive
Board You can find further information on these targets
under CORPORATE GOVERNANCE DECIARATION AND CORPORATE
GOVERNANCE REPGRT ON PAGES 16 17 AND 18 AND UNDER £EM
PIOYEES AND SOCIETY ON PAGES 79 10 83
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E 10 GROSS DOMESIIC PRODUCT (GDP) IN REAL TERMS'

% Growth

% Weighting? 2011 2012 2013 2014 2015

EMEA 294 26 05 0% 16 15
Eurozone 157 16 -08 -03 09 15
Germany 46 37 06 04 16 15
Asia/Pactfic 264 70 59 59 59 55
China 147 95 77 77 73 6%
Americas 335 24 23 19 21 5
USA 24 4 16 22 15 24 24
WORLD 100 0 33 25 24 27 25

* Soutce Oxford Ecomomics The prio year hgures have been adjusted on the basis of the latest available data (as at 14 Janvary 2016) The regional growth rates

are anly based on countines in whech Linde aperates Inf an individual ] and the world corresponds to the data trom Oxford Economics
+ weighting 15 based on GOP 2015
E 17 INDUSIRIAL PRODUCHION (1P)’
B Growth
2011 2012 2013 2014 2015
EMEA - 34 -09 -013 13 10
Eurozone 23 -31 -89 0s} 07
Germany 74 -04 01 15 07
Asia/Pacific 95 74 51 51 42
__(hlna _ 106 82 79 73 59
Amerncas 30 19 18 27 "
USA 30 28 19 37 13
WORLD 43 24 23 33 18

* Source Dxford Economics The prior yeas higuies have been adjusted on the basis of the latest avaslable data (as at 14 Januasy 2018) The regional giowth rates
ate only based on countries [n which Linde operates Information on individual countries and the world coriesponds to the data lrom Oxford Economacs
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Global economic trends
Linde operates in more than 100 countries worldwide and
offers 1ts customers a diverse portfolio of products and
services Macroeconomic irends and economc conditions
n the various regions therefore both have a sigmificant
influence on the Group's business situation To put the busi-
ness performance of Linde into perspective, a summary 15
given below of the economic trends 1n 2015

Based on data from Oxford Economics, glebal eco-
nomic growth emerged weaker in 2015 than in 2014 In
a global economy charactensed by macroeconomic and
geopolitical uncertainty, global real gross domestic prod-
uct (GDP) rose by 2 5 percent, a slightly lower rate than
In 2014 (2 7 percent) Global industnal production (IP),
an important indicator for Linde’s business, increased
by 1 8 percent only, compared to 3 3 percent in 2014 ID
fact, the global economy has grown more stowly than had
been expected at the beginning of 2015, when economists
were stll forecasting a GDP and IP 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, dechine of commodity prices and its
subsequent effect on the capital expenditure cuts in the
mining industry in numerous countries Continued geo-
pohtical tensions and local trouble spots again hampered
economic growth and recoveries in many countries Asa
consequence of heightened uncertainty, currencies and
financial markets showed high volatility in 2015

EMEA (Europe, Middle East and Africa)
The economy in the EMEA region as a whole saw a growth
rate of 15 percent in 2015 (2014 16 percent) Ingustrial
production grew by 10 pescent, but decelerated compared
to 2014 (1 3 percent) Whereas the actuval GDP growth
meets the forecast preaisely, industnial production was
lower than had oniginally been forecast at the beginning
of 2015 Similar to the previous year, there were substan
ual vanations in econormic 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)
out of the major economies in Western Eyrope, Germany,
spain, and the UK saw relatively robust trends In Germany,
GDP rose by 15 percent 1n 2015, which was close to its
rate of 2014 (1 6 percent) The UK achieved growth of
2 2 percent (2014 2 9 percent) Spain showed particularly
strong growth to the tune of 3 2 percent, compared with
GDP growth of only 1 4 percentin the previous year Af-
ter years of recession n ttaly and stagnation in Portugal,
both countries also achieved moderate growth in 2015
France achieved a higher increase in GDP as well with a
growth rate of 11 percent compared to 0 2 percent in2014
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 10 an increase of 1 3 percent in 2014 Indus-
tnial production in Eastern Europe decreased by o & percent
(2014 2 7 percent) The positive economic development
in Poland, Hungary, the Czech Republic, Romania and
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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 z percent)

In the Middle East, economsc growth remained strong
in 2015 GDP rose by 31 percent compared to 4 o percent
In 2014

In the African economues, positive trends continued
but dampened compared o the previous year GDP ol
those African countnies where Linde 1s present rose by
2 7 percent (2014 4 2 percent) GDP in South Africa grew
by 14 percent in 2015, shghtly below the rate 1n 2014 In-
dusirial production on the other hand increased shghtly
by o 3 percent only (2014 c1 percent)

Asig/Pocific

The most favourable economic trends in 2015 were once
again to be seenin the Asia/Pacific region Here, GDP rose
by s s percent (2014 s 9 percent) and industnal production
by 4 2 percent (2014 51 percent)

China reported shightly slower growth and announced
GDP growth of 6 9 percent (z014 73 percent), while indus-
tnal production expanded by s $ percent (2014 73 percent)
Both figures are slightfy below the forecast The Indian
economy has made a remarkable turnaround since mid-
2013 GDP growth reached 7 4 percent 1n 2015 compared
to 71 percent in 2014 In South & East Asia, GDP was up
5 7 percent n 2015, similac 1o what was achieved in zo14
( 5 6 percent) Industnal production rose by 4 o percent
(2014 2 o percent)

In Australia, the economic situation did not change
significantly in 2015 The glebal drop In commodities prices
resulted in a continued reluctance to invest while GDP
still increased by 2 4 percent (2014 2 6 percent), industial
production rose by 2 1 percent only, which 1s much lower
than in 2014 (2014 a4 & percent) This increase was driven
by the positive development in mining, while manufac
tunng activity has again dechned in 2015
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Americas

GDP growth in the Americas region reached 15 percent,
weli below the rate in 2014 (21 percent) This was mainly
driven by the recession in Brazil The economic develop-
ment in the US was agan relatively robust 1n 2015 GDP
inceeased by 2 4 percentIn2015 (2014 2 4 percent) How-
ever, industnal production growth has disappomted At
only 1 3 percent, the rate was down considerably on the
pnor-year value of 37 perceni and on early 201s's forecast
of 3 2 percent, largely due to the strong US dollar and the
decline in investments in the o1l industry

In South Amenica, on the other hand, the economic
environment deteriorated in the wake of the recession
in Brazil GOP in the region decreased by 2 o percent
and industrial productien fell by 4 8 percent, worsening
the trends from 2014 (GDP 0 6 percent, IP -2 2 percent)
GDP n Brazil, the biggest economy of the region, fell by
3 7 percent in 2015 after coming in at +0 1 percent in 2014
meanwhile, industnal production in 8razil expenenced
an even deeper shock decreasing by 7 & percent (2014
-2 9 percent)
The economic overview presented here for GOP and

industrial production is based on the dataset from Oxford
Economics as of 14 January 2016
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Gases industry
The global gases market reported slightly slower growth
n the 2015 financial year than in the previous year De
mand varied from regien to region and from industnal
sector to industrial sector The competitive situation was
charactersed by ongoing consclidation, particularly by
the planned takeover of Airgas by Air Liquide in the US

North America, Europe and Asia remain the largest sales
markets for ingustnal gases The fastest rate of growthn
2015 Was ONnce more n Asia

The global steel industry 1s stll suffering from ex-
cess capacity as a direct consequence of the slowdown
in global economic growth (n China, which 1s by far the
world’s biggest steel producer, there 15 still significant
excess capacaty Decistons 1o close individual steelworks
were unable to influence this situation to any consider-
able degree According to information released by the
World Steel Association, global steel production fell by
2 9 percent i 2015 (China 2 3 percent) Steel production
was on a particularly pronounced downward trend in the
us, with a comparatively small deciine in the European
Umon In the rest of Europe, on the other hand, the drop
was more pronounced

Develepments in the chemical and energy sector (o1l
and gas) were also characterised by considerable chal-
lenges The very low o1l and gas prices and resulting un-
certainty translated into a marked drop n new investment
projects In the long term, however, investment activity
1s expecled to bounce back due to the ongoing rise in
the demand for fossil resaurces Investment activity in
the petrochemical industry afso showed relatively weak
development last year on the back of volatile commad-
ities prices and lower demand growth The cempetitive
standing of the European petrochemical industry, however,
recovered considerably vis-a-vis North America last year
due to the drop in commodities prices

The overa!l cenditions for refineries improved stightly
In 2015 Margins increased shghtly in an envirenment of
low commodities prices in general - particularly in North
Amenca Market participants were hesitant to embark on
new invesiments 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 g laser welding) could, howeves, provide new impetus
for the demand for industnal gases in the long term The
construction (ndustry continued to show stable growth
worldwide last year, although growth on the large Chi-
nese market was slightly slower than in previous years

In the glass industry, on the other hand, the demand
for apphcations that help to reduce energy consumption
and avoid emissions continues to nse This trend contin-
ued In 2015

The electronics industry once again showed dynamic
development in 2015 Ongeing improvements to produc-
tion processes in semiconductor manufacturing continue
to boost the demand fer huigh-punty gases The demand
for microchips used in mobile end devices, however, is
growing at a slower rate, because the sale of smartphones
15 now only frising very slightly At the same ttme, fewer
PCs and tablets are being sold New fields of application
relating to digitalisation, $50 storage media and auto-
motive electromcs should, however, continue to supply
positive impetus tn the future

The environment for LEDS [s¢F i 0ssa#v] continues to
improve The market i1s benefiting from growing pubhc
awareness of hghting apphcations 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
15 being driven by the ongoing trend towards healthier
eating, higher cansumption of meat protein and more pro-
cessed foods At the same time, demand for convenience
fsee siossArv} products continues to rise

The global healthcare market was very stable again
in 2015 Long-term growth drivers remain the ongoing
population growth and population ageing, the increase
in chronic conditions such as asthma or COPD {chronic
obstructive pulmonary disease) and the general trend
towards greater prevention and more intensive patient
care, also outside of a hospital envirpnment This is, how-
ever, comined with moves to step up savings drives In
healthcare systems and greater requlation, which 1s put-
tiNg More pressure on osis
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Plant construction

The market environment i1n the international large-scate
engineenng business was charactensed by high levess of
veolatiity and more intense competition in 2015, not least
due to the low ol and natural gas prices Investments
and, as a result, the market volume fell considerably in a
year-on year comparison Political instability i the Middle
East and North Alfrica, as well as weak growth rates in
up-and-coming markets such as india and China further
intensified this trend

Alr separation plants

Excess capacity in the global steel industry and the low o1l
pnices, which pose a challenge 1o the industry in general,
resulted in lower demand for new air separation plants
This clearly exacerbated the competitive and cost pressure
inz201s By contrast, Linde was able 1o secure a significant
shase of the air separation projects still available an the
market, e g 1n the US and India

Olefin plants

The market for olefin plants was also marked by a gen-
eral reluctance to invest in 2015 Due 10 the combination
of low o1l prices, lower growth on consumer markets and
cansiderable new capacities for polyolefins already un-
der construction, investors across the globe postponed,
shelved or reassessed therr projects This did not affect
ongoing projects In 2015

Natural gas plants

Due to the low prices of oil, natural gas and LNG, the o1l
and gases industry slashed 1ts 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 industiy was more
reluctant to mvest 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 propane dehydrogenation (POH) projects In Russia,
too, investments could only be made in refineries to a
Iimited degree due to the low ol prices

54




SECTOR SPECIFIC
BALKGROUND
BUSINESS REVIEW
OF THE LINDE GROUP
GASES DIVISION

<53

55

»57

LINDE FINANCIAL REPORT 2015

BUSINESS REVIEW
OF THE LINDE GROUP

Global eccnomic growth slowed in the course of the year,
lagging behind expectations yet again Particularly in
the emerging markets and in some up-and-coming econ-
omies, economic momentum was not as stiong as had
been predicted The constant drop in otl prices resulled
infaltering demand, which it new projects in the plant
construchion sector particularly hard

In this challenging environment, Linde nevertheless
managed to remain relatively stable in respect of st s earn-
ings power The Group reaped the benefits of positive
exchange rate effects and achieved growth in both Group
revenue and opefating profit

Revenue, operating profit and ROCE

Linde achieved as 3 percent increase 1n Group revenue In
the 2015 financial year to EUR 17 944 bn (2014 Eur 17 047 bn)
Pasitive exchange rate effects had an impact here In
particular, the exchange rates of certain currenaes {the
Us dollar, the Bntish pound and the Chinese renminbi)
to the eure moved significantly, especially in the first six
months of the year This created positive exchange rate
effects ansing on the translation of vanous local curren-
ciesinto the reporting cureency (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 profit 1s concerned, Linde
achieved a value that was up by 5 4 10 a year-on-year
COMparison 10 EUR 4131 bn (2014 EuR 3 920 bn) Exchange
rate etfects also need to be taken into cansideration here
1¥ an adjustment were to be made for these effects, the
Group operating profit would have dropped by 2 4 percent

The Group operating margin in 2035 was 23 0 percent
(2014 23 0 percent)

Return on capital empleyed (ROCE) after adjusting for
NON-recurring Items was ¢ 4 percent in 2015 (2014 9 s per-
cent) ROCE s calculated as EBIT adjusted for non-recurnng
items divided by average capital employed When looking
at the ROCE development, 1t 1s important to bear in mind
that the average capital employed rose considerably due
to exchange rate effects The capiial employed s denved
from the items in the statement of financial posion, 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 development resulted 1n
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an increase 10 capiial employed due to exchange rate
effects and, as a result, to a lower ROCE despite the im-
proved income figure

Results of operations

The income statement prepared ustng the cost of sales
method shows that The Linde Group made a gross profit of
EUR 6 369 bnun the 2015 financial year (2015 eur 5 750 bn)
after deducting cost of sales This preduces a gross mar-
gin of 35 5 percent (201a 337 percent) The cost of sales
increased at a slower rate duning the reporting perod
thanrevenue, rnsing by 2 5 percent to €ur 11 575 bn {2014

EUR 11 297 bn} It should be noted here that the figure for
the prior-year period was adversely affected by impawr-
ment losses recognised

Restructuring costs of eur 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 efficency of the Group as part of
the Customer Focus Imtiative and have been classified
as a non-recurning em | 2o14, restructunng costs and
impairment losses totalling eur 295 m were recognised as
3 NON-Fecurring item

EBIT in the 2015 hinanoial year came to Eur 2 043 bn,
which was higher than the figure for the previous year
of Eur 1885 bn After adjusting for non-recurnng items,
Linde reported EBIT of Eur 2 235 bn as at 31 December 2015
(2014 EUR 2180 bn)

The financial result {inancial income less financial ex-
penses}in 2015 was a net loss of Eur 397 m (2014 net loss of
EUR 365 M} This change s largely due to valuation effects

This means that Linde achieved earmings before tax in
the z01s financial year of eur 1 646 bn (2014 €ur 1520 bn)

The income tax expense was EUR 394 M (2014 EUR 358 M)
This praduces an income tax rate of 23 s percent (2014
23 s percent) Linde’s profut for the year {after deduct-
ing the tax expense) was Eur 1 252 bn (2034 EuR 1162 bn)

After adjusting for non controlling interests, profit
for the year attributable to Linde AG sharehoiders was
EUR 1149 N (2014 EUR 1102 bn) This gives earnings per
share for the 2015 financial year of Eur 619 (2014 EuR 5 94)
Earmings per share before non-recurring items was EuR & 91
{2014 EUR713)

N B The reconailiation of the key financial figures be-
fore non-recuraing items 1s given in wosr {40 of the Notes
to the Group financial statements
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W1 GROUP REVENUE AND GROUP OPERATING PROFIT

inEUR m Group revenue in EUR i Group operating profi
17,500 5,250
15,000 4 500
7
13,_8 3,966 3,920 413
12500 3750 3,686
3,210
10,000 3 000
2500 2,250
5,000 1500
2500 750
0 [
2011 2612 2013 2014 2015 201 2012 2013 2014
E12 RESULIS OF OPERATIONS OF THE LINDE GROUP
2015 2014
W FUR m in percent i EUR m 1t percent
Reyenue 17,944 1000 17,047 1000
Cost of sales 11575 645 11,297 663
GROSS PROFIT ON REVENUE 6,369 355 5,750 337
marketing and selling expenses 2, 151 2,476 145
Research and development costs 132 o7 106 06
Administsation expenses 1,664 93 1,488 87
Other pperating income an 23 486 29
Gther operating expenses 252 14 303 18
Share of prohit or loss from associates and joint ventures (at equity) 12 01 22 o1
EBIT 2,043 114 1,885 1
Financial result -197 -365
PROFIT BEFQRE TAX 1,646 1,520
Income tax expense 394 239 358 236
PROFIT FOR THE YEAR 1,252 1,162
attnbutable 10 Linde AG shareholders 1149 102
attributabie to non controlling interests 103 60
E13 REVENUE AND OPERATING PROFIT BY DIVISION
2015 2014
Operating Gperating
m EUR m Revenue profit Revenue profit
Gases Division 15168 4151 13,982 3,835
Engineenng Division 2594 216 3,106 ( 300
Other Activities (including consolidation) 182 -236 -1 -215
GROUP 17,944 4,131 17,047 3,920
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In the Gases Division, Linde generated revenue in the
2015 hinancial year of eur 15168 bn, an increase of 8 5 per-
cent when compared with the figure for the prior year

Operating profit in the Gases Division rese by 8 2 percent In
the penod under review to EUR 4151 bn {2014 fur 3 835 bn)
The operating margin remained siable at 27 4 percent (2014
27 a percent)

Capital expenditure in the Gases Division in the 2015
financial year was eur 1881 bn (2014 FUR 18590 bn) Most
of this investment was in large-scale projects in the on-
site and iquefied gases produci areas

varying business trends were 10 be seen in the in-
dividual segments in the Gases Bivision, depending on
prevaiing economic conditions

E 14 GASES DIVISION

§ b O ble b f wEUR M 2015 2014
| 4 1 mpara 1 -
period (2014 EUR 13 982 bn) Gn a comparable basis, a Revenne 15,168 13,982
ter adjusting for exchange rate effects and changes in — E—
Dperating prefit 4,151 1,835
the price of natural gas, Linde would have achieved an -— — =T
Capital expenditure
increase in revenue of 2 1 percent After making anaddr-  (eyciuding financial assets) 1,881 1,890
tional adyustment of eur 86 m, whichis the contribution  yymber of employees
to revenue made by the LPG business acquired by Linde  (at the batance sheet date) 52,395 53,436
during the reporting peniod from Westarmers Kleenheat
Gas Pty Ltd, the increase in revenue was 1 s percent Rev-
enue has been adversely affected not anly by the pre-
valling weak economic environment, but also by current
low energy costs and the expiry of on-site contracts
E15 REVENUE AND OPERATING PROFIT BY DIVISION
2015 2014
Gperating Operating
Operating margin Qperating morgin
n EUR m Revenue profit in percent Revenue profit in percent
EMEA 6010 17%0p 2938 5,980 1,778 297
Asia/Pacific ALY 1,063 256 3,812 1,010 265
Americas ~ 5,183 1298 250 4,314 1,047 243
Consohdation -182 -2
GASES DIVISION 15,168 4,151 274 13,982 3,835 27 4

(Europe, Middle East, Africa)

In EMEA, Linde’s largest sales market, the Group gener-
ated fevenue of Eur 6 010 b in the 2015 financral year,
which was shghtly higher than the figure achieved in the
previous year (2014 Eur 5 980 bn) On a comparable basis,
revenue fell by 12 percent When companing with the rev-
enue generated in 2014, 1t should be noted that at the end
o 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 evr 1790 bn and was negatively affected
by imparrment losses on recervables of Eur 22 m that had
to 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 operating profit increased shghily
by 07 perceni (zo14 Eur 1773 bn) The operating masgin
was 29 8 percent (2014 297 percent)
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Different business trends were (o 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 to major custemers, was affected by dechining vol-
umes, particularly as a result of the expiry of the on-site
contractin italy Linde was nevestheless able to achieve
revenue growth in this product area, especially in the
Middle East & Eastern Europe Against the prevailing back-
drop of modest econorm¢ growth in Europe and South
Africa, revenue in the iquefied gases business was down
on the prior-year period The cylinder gas product area
also contnued to see relatively modest trends Revenue
tn both these product areas s being adversely affected
by current low energy costs, especially i the LPG busi-
ness Inits Healthcare business, Linde achieved growth
i virtually all regions

Business performance in the EMEA segment was
supported by the start-up of new plants In January, for
example, a new air separation plant went into production
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in Sweden as scheduled Under an on site agreement, the
plant supplies the customer Perstarp with 18,300 stand-
ard cubic metres of oxygen per hour in Stenungsund The
investment made was around Eur 40 m

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

In addition, 1n March 2015, a hydrogen filing station
for hydrogen-powered buses was opened in Aberdeen in
Scotland The contract forms part of the HyTrEc (Hydrogen
Transport Economy) project, which aims 1o iImprove access
to the use of hydragen as an alternative source of energy
in the North Sea region The hydrogen filing station 1s
operated by Linde

Linde 1s a pioneer in the development of hydrogen
technalogy and i1s continuing to drive forward the estab-
hshment of a hydragen filling station infrastructure for
fuel-cell vehicles The Group Is working together with
Daimler on plans to build zo hydsogen filling stations 1n
Germany This project 1s pari of the H; Mobility Inttiative,
a Joint inttiative set up by Linde and five other partners
The aim s te build a total of 400 hydrogen filling stations
in Germany by 2023

In Port Elizabeth, South Africa, the Group successiully
brought an air separation plant on stream in the second
quarter of 2015 The plant produces 1so tonnes of hquefied
gases per day and supphes industnal gases and medical
gases to customers in the Eastern Cape region The n-
vestmeni made was around EurR 23 m

A (0, punfication and hquefaction plant started pro-
duction in Denizli, Turkey, in the second quarter of 2015
The plant purifies and liquefies 240 tonnes of (O, per day
and supphes liquefied €0, to customers in the region n
the foed industry At the same time, Linde signed a long-
term supply agreement for raw CO, with Zorlu Energy, one
of the largest energy companies in Turkey

In June 2015, an air separatien plant came on stream
tn Tnnec in the Czech Republic This plant supplies
34,000 standard cubic metres of liquetied oxygen and
34,500 standard cubic metres of liquefied nitrogen per
hour to steel producer Tnnecke felezarny, based on the
renewal of an existing long-term supply contract The total
Investment was around EUk 62 m

In the third quarter of 2015, an air separation plant
started production on the Kryvyi Rih sate 1n Ukraine, sup-
plying gaseous oxygen and nitrogen to ArcelorMittal, the
worlds largest steel producer The plant has a capaaity of
34,500 standard cubic metres of oxygen and 25,200 stand-
ard cubic metres of mtrogen per hour and also supplies
hquefied gases to the reqional market The investment
made was around £ur 60 M

Al the Hamburg-Harburg refinery site, a hydrogen sys-
tem erected by Linde for Nynas AB, one of the world leaders
i naghthenic specialty oifs (NSPs) and bitumen, started
operations in the fourth quarter as planned Linde will use
the system 10 supply Nynas with approx ace,000 m’ of
hydrogen a day The Linde Engineenng Division erecled
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a steam reformer for this purpose, which 1s operated by
the Gases Division as part of a long-term on-site contract
Investment in the project came to around Eur 30 M

The project lorms part of the extensive overhaul of
the refinery \n Hamburg-Harburg, which has been de-
veloped as a spectalised production site for naphthemc
specialty oils Nynas’ total production capacity for NSPs
has increased significantly as a result These specialty
oils are used, among other things, in tire manufacture,
transformers, prnting ink, industnal rubber and lubricants

In the fourth quarter of the year, Linde concluded a
long-term supply agreement with the customer CP Keico
Linde will use an ECOVAR plant 10 supply the company
from the paper and pulp industry with 1,100 standard cubic
metres of nitragen an hour in Aanekoski (Finland) from
2016 pnwards

Linde has also concluded a long-term gas supply
agreement on the supply of 5,100 standard cubic metres
of oxygen an hour with the customer Mets§ Fibre, which
1s based in the same location The plant, which will be
one of the world’s largest oxygen producers using what
1s knawn as Vacuum Pressure Swing Adsorption (VPSA)
technolagy, 1s scheduled to be commissioned in the thisd
quarter of 2017 Both ECOVAR plants will be built by Linde’s
Engineering Division

In Dammam (Saudi Arabia), Linde brought an air sep-
aratton plant for the hquefied gases market on siream in
the 2015 financial year The plant has a capacity of 165,000
tonnes of iquefied mitrogen and oxygen per day and was
bwilt 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, underscores Linde’s
long-term commitment to the manufacturing industry in
the UK and Ireland

Q2 ANALYSIS OF REVENUE BY SEGMENT N %

271
391
338
EMEA 391 {2014 42 4)
Amencas 338 ({2014 30 6)
Asta/Pacihic 271 (2014 270)
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Business trends In the Asia/Pacific segment were again
supported prinapally by positive exchange rate effects
Linde generated revenue of eur 4 157 bn in the 2015 finan-
cial year, up by 91 percent 1n a year-on-year comparison
(2014 eur 3 812 bn) The comparable revenue growth came
in at 10 percent Growth here was underpinned by the
contnbution to revenue of Eur 85 m made by the LPG busi-
ness of Wesfarmers Kleenheat Gas Pty Ltd, which Linde
acquired in Febreary If an adjustment were also to be
made for this effect, revenue would be 1 0 percent betow
the figure for the prior-year peniod Operating profi rose
by 5 2 percent to EUR 1 063 bn (2014 EUR 1 010 bn), giving
an operating margin of 25 6 percent (2014 26 5 percent)
The margin reperted 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 {hina and India Revenue generated by the cylinder
gas product area was below that achieved in the pri-
or-year penod The liquefied gases business saw quite
positive trends in this segment In both product areas,
low energy costs and lower LPG prices had the effect of
depressing revenye

InIndia, Linde has erected its first location for the filling
of cylinders for the healthcare segment in Siligury, located
In the east of the country Investments were made in cry-
ogenic hqwid hydrogen storage facilities, state-of-the-art
tacilities for the fitling of cylinders and a local [aboratory
India’s healthcare sector 15 one of the fastest growing
sectors of the country’s economy and the establishment
of this location represents a key mifestone in the Compa
ny's efforts to expand 1ts healthcare business in smaller
developing towns and cities across India

In the South Pacific, the prevailling weak economic
environment in manufactuning industry and declining in-
vestmentn the mining industry had an adverse impact
on growth In the LPG business which 1s vital to Australia,
lower oil prices hampered revenue growth, as the price
reductions were passed on to the customers Moreover, the
expiry of on-site contracts led to reductions inrevenue in
thisregion too Inresponse, structural and ergarisational
measures already undertaken as part of the Customer Fo-
cus (nitiative are expected to reduce costs and support
profitability in this region

In the first quarter of 2015, an air separation plant went
on stream 1n Quanzhou, China, which supplies gases to
Fupan Refining & Petrochemical The pfantis operated by
Fujrian Linde-FPCL Gases Company Limited, a joint ven-
ture between SINOPEC Fujian Petrochemical Company
Limsted and Linde Fhe profit generated by this plant s
included in the share of profit or loss from associates
and Joint ventures (al equity) in the Group’s statement
of profit or loss

In April 2015, Linde also successfully brought another
air separation plant on stream in China This plant has a ca
pacity of 87,500 standasd cubic metres of iquefied oxygen
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and 10,000 standard cubic metres of hquefied nitrogen per
hour and will supply customers in the Tianjin region The
amount of the investment was around Eug 27 m

Cunng the third quarter, Linde brought on stream an
ar separation plant in Taiwan on schedule The plant sup
phes nitregen to customers in the semiconductor industry
in Hsinchu Science Park The amount of the investment
was around EUR 28 m

As aresult 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 Kerea, Linde has been able to expand its
capacity an this site During the reporting period, another
air separation plant was successfully brought on stream
here The plant produces oxygen and mitrogen and also
supplies praducts for the regional market The amount of
the snvestment was around EUR 62 M

In November 2015, Linde anncunced that it would be
erecting an air separation plant worth justunder eur 15 m
In Rupganj (Bangladesh) The plant, which s the biggest of
its kind In Bangladesh, s expected to produce 100 tonnes
of liquefied gases per day 1t will supply several custom
ers from vanous different sectors of industry from 2018
onwards There are also plans to construct a filling station
for cylinder gases in the same location

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

Americas

In the Americas segment, revenue increased significantly
period under review by 20 1 percent to £UR 5183 bn (2014
EUR 4 314 bn) On a comparable basis, revenue rose by
77 percent When compared with the prior-year penod,
operating profit increased by 24 o percent 1o eur 1298 bn
{2014 Eur 1047 bn) The operating margin rose to 25 o per-
cent {zc14 24 3 percent) Within this contexi, it 1s impor-
tant to bear in mind that the prices for feedstock such as
natural gas that are passed on to customers fell in 2015 1
a year-on-year comparisen, which had a positive impact
on the operating margin

In the healthcare business, Linde was able to achieve
significant growth in revenue in North America as a re-
sult of the nse in the number of patients requinng care
and new progucts

In the fourth quarter, Linde signed an agreement on
the takeover of the company American HomePatient, Inc,
which speaialises in respiratory therapy After all of the
necessary permits were obtained, the acquisition was com-
pleted with effect from 31 January 2016 The company has
220 branches in 25 federal states and operates pmarnly
in the east of the US In the last financral year, American
HomePatrent 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 acquisition 15 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 s also making ongoing adjustments
to 1ts cost structure and continues 1o 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 electronic and specialty gases

On the major petrochemical site at La Parte, Texas, In
the United States, Linde brought on stream during the
reporting period a large air separation plant and a new
gasification train {or its existing synthesis gas complex
Linde has invested a total of more than uso 200 min this
praject The new air separation plant is the largest plant
of its type operated by Linde in the United States To-
gether with the new gasification unit, it will also compnise
the largest complex in the world for the production and
subsequent processing of synthesis gas 1o 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 10 supply
the fast-growing regional market in the area around the
Houston Ship thannel The expansion project will ensure
that Linde 15 able to provide long term secunty of supply
toits petrachemical customers in La Porte

Ahydrogen plant was brought on stream as scheduled
in Charleston, Tennessee (US) durtng the penod under
review Under a long-term on-site agreement, the plant
will suppy the customer Wacker with 2,040 normal cubic
metres of hydrogen per hour The amount of the invest-
ment was around EUR 20 m

In Mexico, Linde successfully extended the contract
for the supply of mtrogen 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 mitrogen a day from a total
of five air separation plants The mitrogen generated by
the plants in Mexico 1s transported te the Gulf of Mexico
via a pipeline, where 1t 1s pressed at high pressure into
the Cantarell ol field as a safe way of increasing output
Cantarell 1s one of the largest offshore ol fields in the
world and 1s also Mexice’s main suppher of crude ol

Business trends in the individual countnes in South
America have continued to be modest in 2015 The eco-
nomic situation 1n the regron 1s charactensed by high
inflation and fow growth rates This envirgnment (s also
slowing Linde’s business performance in the region Nev-
ertheless, Linde has been able to achieve shight growih
on a comparable basis in all of 1ts product areas The
cylinder gas business in Brazil has however seen a down-
ward trend
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Product areas

As explained in the comments on the segments, each prod
uct area contnbuted to a different extent to the business
performance of the Gases Civision

in the Healthcaie business, Linde increased revenue in
the 201s financial year on a comparable basis by 7 4 per-
cent to Eur 3 665 bn (2014 €uR 3 412 bn) and thus achieved
the largest growth in this diviston The homecare busi-
ness developed particularly well in the Amencas segment

In the on-site product area, revenue felk on a compara-
ble basis by 0 ¢ percent to EUR 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 pnior year

Trends in the hiquefied gases business were relatively
steady Revenue here increased shightly by 1 7 percent to
EUR 3 616 bn (2014 EUR 3 555 bn}

In the cylinder gas product area, revenue on a compa
rable basis was Eur 4 040 bn, which was o 4 percent above
the figure for the previous year (2014 Eur 4 023 bn) It
should be noted here that current tow energy prices have
depressed revenue from liquetied gases and cylinder gas,
especially in the LPG business In these two product ar-
eas, the acquisitron of the LPG business from wesfarmers
Kleenheal Gas Pty Ltd had a positive impact Fhe discon-
trnuation of carben taxin Australia had an adverse impact
an cyhinder gas revenue, as the cost of this levy had until
now been passed on to the customer

E 16 GASES DIVISION REVENUE BY PRODUCT AREA

Change n
1 EUR m 2015 2014’ percent
Liquefied gases 3,616 3,555 17
Cyhnder gases 4,040 4,023 04
On-site 3 847 3,872 -06
Healthcare 3,665 3,412 74
GASES DIVISION 15,168 14,862 21

+ Adjusted for exchange rale eflects and changes in 1he price of natural gas
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Revenue and earnungs trends in Linde’s international plant
construction project business reflected the progress made

as the figure for the prior year of 9 7 percent However, this
value 1s still above the industry average and matches the
target of around 8 percent that Linde had set itself for the
2015 financial year

At 55 2 percent, the hion's share of order intake was at-
tributable to Europe Linde received orders worth around
eur 500 m from both North Amenca and Asia/Pacificin
the 2015 financial year

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

E 17 ENGINEERING DIVISION

n EUR m 2015 2074
on individual projects Revenue in the Engineering Di- Reverme 5 504 3106
vision fellyn the financial year of 2015 by 16 5 percent to Order make 3 494 ——3'206
EuUR 2 594 bn (2014 EuR 3106 bn) Due 1o the current low order back! —_——- 4‘54‘ - ﬁalen

rder backlo K

price of o1l and the resultant faltening demand in plant gf e —
construction, order intake in the period under review  oPEfating proit 216 300
came 10 EUR 2 494 bn {2014 EUR3 206 bn) Although the ~ Jperaungmargn 8 3% 7%

Capital expenditure
order backlog at the end of December remaned bugh at fexcluding tinancial assets) 12 a
EUR 4 541 DN (2014 EuR 4 672 bn), the low orderintakein |~ of employees -
the first hall of the year, in particular, had already had  (at the balance sheel date) 7,038 7,330
anmpact on the revenue trend

Operating profit fell 1o Eur 216 m (2014 Eur 300 M) The
operating margin was g 3 percent, which was not as high
E18 ENGINEFRING DIVISION REVENUF AND ORDER INTAKE BY REGION
Revenue Order intoke
i EYR M 2015 2014 2015 2014
Europe _ i 934 926 1,376 1,943
North America B o o - 998 798 562 754
South Amerca 26 20 12 34
Asia/Facific . 459 1,131 443 362
Middle East 121 172 80 78
ﬁirlj__— _ e 56 59 ) 3
ENGINEERING DIVISION 2,594 3106 2,494 3,206
E 1?2 ENGINEERING DIVISION REVENUE AND ORDER INTAKE BY PLANT TYPE
Revenue Order intake

i EUR i 2015 2014 2015 2014
Oleftn plants o . 683  a%a 321 1,587
Natural gas plants 572 835 1,135 724
Alr separation plants 406 501 _ 42 248
Hydrogen and synthesis gas plants . _ &% 631 355 487
Other _ 243 245 257 190
ENGINEERING DIVISION 2,594 3,106 2,494 3,206
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Olefin plants
The market for olefin plants was marked by a general re-
luctance tainvest in 2015 The low o1l prices, lower growth
on consumer markets and new capacities for polyolefins
already under construction resulted in many projects be-
ing postponed or shelved Nevertheless, Linde was able
to establish a solid competitive position

in the 2015 finanaial year, Linde’s Engineering Division
received an order to reconstruct an ethylene plant at the
2aluli site 1n Litvinov {Czech Repubhic) from the Czech pet-
rochemical company Unipetrol The order covers engineer-
Ing, procurement and construction services relating to the
reconstruction of the plant The total order value for the
reconstruction work to be performed by Linde comes to
more than eur 40 m The ethylene piant, which was dam-
aged n an actident in the summer of 2015, 15 scheduled
{0 be fully functional again in the third quarter of zo16

Q3 ORDER INTAKE BY REGION 1N %

320805
178
552
225

Europe 55 2] Middle East 32

(2014 60 6) (2014 2 4)
North America 22 5] Alnca 08

{2014 23 5) (2014 17)
Asla/Pacific 17 8| South America 05

{2014 11 3) {2014 1)
Naturol gas plants

The prices of oll, natural and hquefied gas were unusu-
ally low throughout zo01s This prompted the oil and gas
industry to reduce capital expenditure across the board,
posiponing the majority of investment decisions

In a move that bucked this trend, Gazprom, Gazprom
Pererabotka Blagoweschischensk and the laiter’s general
contractor NtPigas selected Linde as the licensor of the
natural gas processing technology for the Amur GPP project
{Amur Gas Processing Plant) in eastern Russia Linde will
be responsible for engineenng and for the procurement
of plants for the extraction of ethane and liquefied gas
components (natural gas iquids - NGL) and for the sepa-
ration of mtrogen (rmitregen rejection unit - NRU), as well
as for a hehum extraction and hquefaction plant The plant,
whichis to be erected in five phases in the period leading
up to 2024, will form part of the pipeline project known as
the Power of Siberia, whichis designed to connect natural
gas helds in eastern Sibena with north-eastern China At
the end of December 2015, Linde and MIPIgas concluded
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an agreement on the engineering and procurement of
the companents specified for all five project phases The
fust phase includes two NGL and NRU plant lines and one
helwm generation plant The corresponding engineerning
work s already underway Once 1tis completed, Amur GPP
will be one of the world’s largest gas processing projects,
with a processing capacity of up o 4¢ bilhon cubic metres
of natural gas per year

Inaddition, the Engineering Givision won two conlracts
during the reporting penod to build key components for
two large natural gas hquefaction plants in North America

Q4 ORDER INTAKE BY PLANT TYPE v %

03
o
129
455
142
171

Natural gas 45 5| Qtefin plants 129
plants (2014 22 6) (2014 48 &)
Alr separation 17 1| Other 103
plants (2014 77) (2014 59)
Hydsogen and
synthesis gas 14 2
plants (2014 152)

Air separation plants
Due to the gverall economic conditions, the demand for
new air separation plants was relatively low in the 2015
financiat year Despite a year-on-year increase, the num-
ber of projects commissioned was hmited 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 a contract to build an air separation plant for
steel-producer Bhushan Power & Steel Limitedin India The
Gioup will construct the plant on the Rengali site Under the
terms of the agreement, Linde will be responsible tor the
basic and detailed engineering as well as fer the procure-
ment and supply of the equipment and plant components

The 201s financial year saw Linde being commssioned
by the Taswanese chemicals corporation Formosa, which
ranks among the world's largest, to build an air separation
plant for the productton of oxygen and nitrogen 1n Point
Comfortin Texas (USA) The order 1s worth eur 75 mn total

In June 2015, Linde officially brought a new large scale
air separation plant and a new gastfication train on stream
1n La Porte, Texas (USA) for its existing syngas complex
The new plant was built by Linde Engineenng and Is the
largest aw separation plant operated by Linde in the US
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Furthermore, additional air separation plants in Tnnec,
Czech Republic, and in Dammam, Saudi-Arabia, which
the Engineernng Division erected for the relevant national
companies of the Gases Division, went on stream in the
period under review

25 REVENUE BY REGION 1N %

safe The plants are fully autematic with fail-safe controls,
allowing remote memitoning and operation The new com-
pact steam reformers do not take up much space and are
based on a basic framework 3and a modular design This
enables not only easy installation, but also easy access
for maintenance purposes

Q6 REVENUE BY PLANT TYPE iN %

FERA 10
- 93
177 385 gt
157
360
North Amerita 38 5| Middle East 47
(2014 257) (2014 55) Hydrogen and
Europe 36 0| Afnca 21 synthesis gas 26 6| Aufseparatign 157
(2014 299) (2014 19)| plants (2014 203)| plants (2014 290)
Asta/Patific 17 7| South America 10 Dlefin plants 26 2| Other 24
(2014 36 4) (2014 0 6) (2014 159) (2014 79)
Natusal gas 221
plants (2014 26 9)

Hydrogen and synthesis gas plants
The development of the market segment for hydrogen and
synthesis gas plants has slowed down considerably In
addition to the low oil pnices and the change in econemic
climate, the sirong US dollar resulted in much more in-
tense compelition, particularky with European competitors
In eastern Europe, the weak Russian rouble resulted in
greater entiepreneunal restraint Nevertheless, Linde
succeeded in winming orders in this product area, too

In May 2015, for example, the Engineering Division was
awarded a contract by Tecnicas Reumdas, Madnid (Spain}
to supply six pressure swing adsorption (PSA) plants for
the customer Petronas in Pengerang {Malaysia) The order
1s worth over uso 20 min total The capaaty of the plant
15 more than 430,000 standard cubic metres of hydrogen
per hour which 1s used for downstream processes within
the Petronas refinery The contract encompasses engi-
neefing, procurement and the delivery of the six plants

In the 2015 financial year, Linde also successtully
launched its new product line of iInnovative, cost-effec
tive hydrogen generators known as HYDROPRIME® on
the market Hydro-Chem, a US subsidiary of the Linde
Engmneering Division, performed extensive tests on the
plants, which are based on the tried-and-tested steam
methane referming technology, proving thewr reliability
in various applications As a competitive local produc
tion alternative to the conventional supply of liquehed
gases, the HYDROPRIME® line 1s now going into series
production HYDROPRIME® 15 Linde’s response to the ris-
ing demand tor ethaent, compact plants that are easy
to snstail HYDROPRIME® plants are characterised by the
fact that they are reliable, environmentally friendly and

63

Other types of plant
During the reporting penod, Linde was awarded the con-
tract to supply a heliumn refrigeration plant to the European
Spallation Source {ESSY in Lund, Sweden The plant will be
dehivered to Lund in the summer of 2017 and will then have
been installed and brought on stream by the summer of
2018 The European Spallation Source 15 an interdisciph-
nary research centre based on the world’s most intense
source of neutrons

During the reporting penad, the Engineering Division
was awarded a contractin France to supply the cryogenic
helum distnibution system for the 1TER fusion reactor cur-
rently under construction in Cadarache in southern France
The cryogenic distribution boxes will be fabricated and
delivered to Cadarache by the nuddle of 2019 with sub-
sequent installation and start-up by 2021 The contractis
worth around eyr 32 m
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In the 2015 financial year, the Other Activities segment
compnsed Linde’s logistics services company Gist

Gist specialises in the distribution of chilled food and
beverages and operates in a relatively stable market |t
generated revenue in 2015 of EUR 607 M {2014 EUR 567 M)

The Linde subsidiary stepped up its long-term busi-
ness relationship wath the international retail chain
Marks & Spencer even further, extending its existing long-
term service agreement by a further twelve years In addi-
tion 1o the home markets of the UK and Ireland, operations
in Continental Europe in the 2015 financial year focused
pnmanly on northern France and the Netherlands

As (t expands (ts business activities in {ontinental
Europe, Gistis able 10 benelit from the extensive capacity
1t 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
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Secunities fell by eur 100 m to Eur 421 m, largely due to
disposals (31 December 2014 EurR 521 M)

Equity rose by Eur 1182 bn to €uR 15 449 bn (31 De-
cember 2014 Eur 14 267 bn) Factors contrnibuting to the
Increase were earnings after 1ax of eur 1252 bn and the
higher figure for other comprehensive income Exchange
rate movements had a parttcularly positive impact here
Dividend payments of Eur 701 m reduced the equity fig-
ure The equity ratio at 31 December 2015 was 43 7 percent
{31 December 2014 414 percent)

The provisions for pensions and simiar obligations

NET ASSETS AND
FINANCIAL POSITION
OF THE LINDE GROUP

OTHER ACTIVITIES <64

NET ASSETS AND 65
FINANCIAL POSITION
OF THE LINDE GROUP

GROUP STATEMENT =247
OF CASH FLDWS

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 [tems in the statement of financial position
increased in value as a result of the weak euro In the 2015
financial year, Linde also focused on making acquisitions
and investments which will continue to drive forwardats
business expansion

Total assets rose by EUR 922 M 1o EUR 35 347 bn at 31 De-
cember 2015 {31 December 2014 £UR 34 425 bn)

On the assets side, the vast majonty of Linde’s total
assets, or around 8o percent, related to non-current as-
sets Within the hgure for non-cusrent assets, the largest
items were goodwill of EUR 11 604 bn {31 December 2014
£uR 11 055 bn) and tangible assets of eur 12 782 bn (31 De-
cember 2014 R 12151 b0

As far as goodwill 1s concerned, the increase of eur 549 m
was largely due to exchange rate effects The acquisitions
made in the year under review contributed eur 45 m (2014
EUR 62 m) to the increase

Other intangible assets, compnsing customer rela-
tionships, brand names and other intangible assets, fell
N 2015 by EUR 162 M to EUR 2 760 bR (31 December 2014
Eur 2 922 bn) This was due primarly to amartisation of
EuR 317 m, although the decline was partially oftset by
posiive exchange rate effects

Tangible fixed assets increased by Eur 631 m from
EUR 12 151 bn to Eur 12 782 bn Additions from capital ex-
penditure totalling Eug + 889 bn and posttive exchange
rate effects of eur 303 m were offset by depreciation of
EUR 1577 BN

Within current assets, trade receivables were the
biggest item They fell duning the reporting period by
EUR 337 M 10 EUR 2 724 bn (31 December 2014 Eur 3 061 bn)
The reduction in receivables of eur 407 m was partially
offset by posiive 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 evr 29 m to EUR 269 m The decrease was due to
amortisation of these lease receivables
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came to Eur 1 068 bn, down on the previous year (31 De-
cember 2014 EUR 1265 bn) This drop was mainly due to
changes in actuanal assumptions - particularly the shght
increase in the discount rate 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 adrop in the pension provision

For off balance sheet commitments, see worr {38} or
THE NOTES TO THE GROUP FINANCIAL STATEMENTS

Financial position

Financial management at Linde comprnses capital struc
ture management, the financing of Group companies, cash
and liguidity management, the management of market
price qisks (e g currency nsk and interest rate nisk} and
pension assets, and the management of counterparty nsk
and country risk Group Treasury [ser 6iossARYj CONtrols
centrally the global financial management of all the Group
companies Moere detatled information about this can be
found on racrs 58 16 69

The capital structure of the Group 1s determined in such
away as to optimise cost and risk Gross financial debt {ell
duning the reporting penod by Fur 373 mto Eur 9 483 bn
{31 December 2014 EUR 9 856 bn) In October 2015, Linde
Finance B V 1ssued three bonds accounting for a total
volume of Eur 230 m under the ur 10 bn Debt Issuance
Programme All three 1ssues aze guaranteed by Linde AG
The proceeds of the issue were used to redeem a eur 600 m
bond which fell due in December 2015
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POSITION OF THE LINDE GROUP

Net financial debt comprises gross financial debt less
short-term secunities and cash and cash equivalents 1t fel)
during the reparting penod by Eur 553 m 1o EUR 7 645 bn
(31 December 2014 Eur 8198 bn) The decrease was due
to a vanety 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 anincrease

The dynamic indebtedness factor (net financial debt to
operating prohit over the past twelve months) was 19 al
31 December 2015 This1s down on the figure as at the end
of the previous financial year (31 December 2014 21) and
remains below the upper imit Linde had setitself 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 matunty profile of the financial debt demonstrates
that The Linde Group continues to be hnanced on a
long-term basis Of the gross financial debt, eur 1023 bn
{31 December 2014 £UR1 294 bn) 15 disclosed as cuirent Of
the non-current financial debt of eur 8 460 bn (31 Decem-
ber 2014 €ur 8 562 bn), EuR 3 426 bn (31 December 2014
EUR 4 293 bn) 1s due in more than five years

with short term securnities of Eur 421 m, cash and cash
equivalents of eur 1417 bn and the eur 2 5 bn syndicated
credit facihty, available iquidity for Linde at 31 Decem-
ber 2015 was eur 2 315 bn (31 December 2014 £UR 2 864 bn}
Linde once again successfully extended the term of the
syndicated credit faciity agreed in July 2013 by one year
until 2020 The credit ine ofiginally had a term of five
years with two options to extend the facility, in each case
by one year {subject to the agreement of the lenders)

07 BALANCE SHEET AS A PERCENTAGE OF TOTAL ASSETS OF FUR 35 347 BN (2014 £UR 34 425 BN)

Assels in percent

£quity ond hobilities in percent

40
156 —
328

114

N S

46

—

220

437

267 -~
30

Goodwtll 32 8(2014 3271)

Equity 43 7 {2014 41 4)

Tangible assets 362 (2074 353)

Provisions for pensions 30(2014 37)

Other non-current assets 1142014 127)

Financial debt 26 7 (2014 28 8)

Other current assets 15 6 (2014 16 6)

Other habdibies 22 0(2014 218)

Cash and cash equivalents 40(2014 3 3)

Other provisions 462014 43)
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GROUP STATEMENT
OF CASH FLOWS

At EUR 3 593 bn, the operating cash flow as at 31 Decem-
ber 2015 was up constderably, namely by 19 7 percent on the
prior-year value (2014 Eur 3 001 bn) This means that cash
flow showed an above-average increase compared with
operating profit, which rose by s 4 percent to evr 4131 bn
tt should be noted that in 2014 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 Hlow was 8 8 percent higher thanin
the previous year In addition ta the solid operating profit
due to positive exchange rate effects, a one-ofi payment
of Eur 159 m that Linde receved within the context of the
revision of a ugh-volume gas supply contract with a cus-
tomer from Singapore also contnbuted to this increase
Income taxes paid fe!l fram Eur 599 m to Eur 533 min the
2015 financial year

The change in working capiial came to eur 55 mon the
balance sheet date, roughly on a par with the prior-year
level (2014 £ur 62 m) Two contrary effects have to be
taken into account in this regard the good working capt-
tal management in the Gases Division was offset 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 pnior year (2014 €ur 2 cos bn)
Payments made for investments in consolidated companies
came 10 EUR 113 M {2014 Eur 65 m) and largely include the
payment for the acquisttion of the assets and habilities of
the LPG business of Wesfarmers Kleenheat Gas Pty Lid as
part of an asset deal in the amount of Eyr 53 M

The operating free cash flow therefore came to
EUR 1699 bn onthe balance sheet date (2014 tur 1288 bn)

Payments of Eur 59 m were recerved In the period under
review resulting from the sale of securities (2014 payouts
of eur 350 M)

Net balance of loans and capital market liabiliies raised
and redeemed was EUR -430 m 1n 2015 (2014 EUR 27 m) It
should be noted here that a eur 600 m bond was redeemed
by Linde In 2015 2014 includes a payout for the 1ssue of
a Eur 300 M bond by Linde 1o provide additional funding
for the pension plans In Germany

After deducting dividend payments of Eur 701 m
(2014 EUR 645 M) and nel interest payments of EUR 364 m
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(2014 eur 358 m) as well as other changes, the change
in cash and cash equivalents i 2015 was an increase
of eur 279 m (2014 decrease of EUrR 64 m)

E20 GROUP STATEMENT OF CASH FLOWS

{SUMMARY)
n EUR m 2015 2014
OPERATING PROFIT 4,131 3,920
Change in working tapital S5 62
Income taxes paid -533 -599
Other changes __-60 -82
CASH FLOW FROM QPERATING
ACTIVITIES BEFORE TRANSFER
TO PENSION PLANS 3,593 3,301
Transfer to pension plans - -300
OPERATING CASH FLOW 3,593 3,001
Cash outflow for investments
in tangible assets (ntangible
assets and financial assets
{excluding secunties) -1,970 -2,009
Paymenis for investments in
consolidated campanies -113 -65
Cash inflows from
the disposal of assets 189 361
OPERATING FREE CASH FLOW 1,699 1,288
Paymenis for/proceeds from
Investments in securities o 99 -350
Net cash inflows foutflows from
the proceeds/repayment of loans
and capital market debt =430 27
Dividend payments to Linde AG
shareholders and non controlling
Interests -0 J
Nelinterest payments -364 -358
Other changes Y 5. -26
CHANGE IN CASH AND
CASH EQUIVALENTS 279 -64
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Syndicated credit facility

Linde has a eur 2 5 bn syndicaied revolving credit hine at
its ¢isposal In total, 33 major German and international
banks used by Linde are involved in the syndicated facil-
ity, providing the Group with a hugh level of flexibility in
s financing The credit line was inihially due 1o expire in
2018 but had two options to extend the facility, in each
case by one year (subject to the agreement of the lend-
ers} After extending the line tor the first time 1n 2014,
Linde successfully exercised its second extension pption
In June 2015 with the consent of the banks, the term of
the credit ine was extended by one more year, until 2020
This means that the Group has ensured that it continues
to have a iong-term solid general hquidity reserve The

FINANCING
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LIQUIDITY
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CAPITAL EXPENDITURE OF
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Financing principles
and objectives

The aim of external financing and measures to safequard
liquidity 1s to ensure that the Group has adequate liquid-
ity at all uimes The international financial and sovereign
debt cnisis made 1t clear how important it 15 for companies
to procure sufficient liquidity

for Linde, external iinanaial headroom 15 maintained
primarity by the capital markets and a major international
banking group Within the Group, the principle of internal
financing applies 1 e the financing requirements of subsid-
1aries are covered wherever possible by intra-Group loans
In accordance with this guiding principle, the subsidiar-
res were again financed in 2015 mainly by Dutch finance
company, Linde Finance B V, and by Linde AG Centralised
financing makes i1t poassible for Group companies to act
as a single customer on the capital markets This ensures
that the subsidianies are financed in a cost-efficient way

Group companies are financed erther by the cash sur-
pluses of other business units in cash pools {the Eurozone,
the UK, Scandinawia, the US, Austraha, China and other
Asian countries}), or by Group loans from Linde Finance
B V and/or Linde AG, taking into consideration any risks
specific to that particular country Group Treasury also ne-
gotrates credit faclimes 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 1s used

In view of the financial and sovereign debt cnisis, Linde
maintained an adequate hquidity position in 2015 In ad-
dition to cash and cash equivalents of eur 1 417 bn, Linde
alsp holds secunties totalling Eur 421 m These secunhies
are mainly German government bonds with matuniies of
less than one year
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tacility 1s unutihsed at the end of the 2015 finanoial year
and also serves as back-up for Linde’s Eur 2 bn Commer-
¢1al Paper Programme [sfr 6t 0ssary] At21 December 2015,
there were no commeraial papers outstanding under ths
programme

Copital market activities
Duning the 2015 financial year, Linde again made success
ful use of the capital markets for refinancing purposes
Italso extended the matunty prafile of its financial debt
again, ensunng long-term finanaing of the Group

'n Octaber 2015, Linde Finance B v made three issues
with a total volume of €ur 230 m under the eur 10 bn Debt
Issuance Programme a five-year fixed-interest eyr 50 m
bond with a coupon of ¢ 634 percent, a 12-year fixed-n-
terest eur 80 m bond with a coupon of 1 652 percent, and a
fifteen-year fixed-interest eur 100 m bond with a coupon
of 19 percent Allthree 1ssues are guaranteed by Linde AG
The proceeds of the i1ssue were ysed to redeem a ewr 600 m
bond which fell due in December zo1s

Under the Eur 10 bn Debt Issuance Programme, issues
totalling Eur 6 891 bn 1n various currencies were outstand
1ng at 31 December 2015 (31 December 2014 EuR 7 255 bn)
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E21 SELECTION QF QUISTANDING PUBLIC BONDS

Issuer Rating Nominal amount  Coupon rate i percent Maturily date i5IN
Linde Finance B V' A2/hs GBP 200 m 6 500 29/01/2016 X50123544529
tinde Finance B V AZ/A EUR 1,000 m 4 750 24/04/2017 X50297699588
uinde Finance B V A2/ EUR7S0mM| 3125 12/12/2018 XS0718526790
Linde Finance B v AZ /A4 EUR 500 m _ 1750 11/06/2019 | X50790015548
Linde Finance B V A2/A+ AUD 100 m 4 250 20/06/2019 X50947397302
Linde Finance B V AZ/A UsSD 200 m 3-M $ Libor + 0 470 21/08/2019 X51101833306
Linde Finance B v A2/A+ EUR 600 m 3875 701/06/2021 X50632659933
Linde Finance B ¥ _ A2/A+ GBP 300 m S 875 24/04/2023 |  X50297700006
Linde Finance B ¥ A2/A EUR 300 m 1875 22/05/2024 X51069836077
Linde Finance B v A2/As | usD 200 m 3434 26/08/2026{  X51102559850
Linde AG Ay NoK2,000m]| 2750 _28/09/2017|  X50835302513
Linde AG A2/A+ UsD 500 m 1500 18/04/2018 DEOCDAIRD733
Linde AG A2 /A4 EUR 1,000 m 1750 17/09/2020 XS0828235225
Linde AG A2SA+ EUR 650 m 2 ng 18/04/2023 DEODOAIRO7PS
Subordinated bonds’

14/07/2066
Linde Finance B v Baai/A- EUR 700 m 7375| Call nght from 2016 50259604329
14/07/2066

Linde Finance B V Baa1/A- GBP 250 m 8125| Callnghtfrom 2016 X50255607777

* These bonds were nol 1ssued under the Debt Issuance Programme

Raoting
Since 1999, the creditworthiness of The Linde Group has
been rated by the leading 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 s1ated objective
remains a strong “invesiment 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 rateng 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 S&P and Baa1 by Moody's

E22 RAIING 2015

iong lerm short term
Raiing agencies roting Dutlook roting
Moody's A2 Stable P-1
Standard & Poor’s At Stable A-1
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CAPITAL
EXPENDITURE OF
THE LINDE GROUP

The capital expenditure decision-making and allocation
process s centralised in The Linde Group Every item of
capital expenditure which exceeds speafic size critena
must be approved by the member of the Executive Board
responsible for that area, by a central investment com-
mittee or by the full Executive Board Capital expenditure
decisions are carefully reviewed, as they are a critical
success factor for a project-based, investmeni-focused
company such as Linde

Investment in tangible and intangible assets in the 201s fi-
nancal year {excluding inancial assets) totalled Eur 1536 bn
{2014 eur1954 bn) The investment ratio was 10 8 percent
of Group revenue (2614 11 5 percent}

Most of the Group’s capital expenditure (Eur 1881 bn,
2014 EUR 1890 bn) was once again incurred for the global
expanston of its gases business This means that capital
expenditure was down slightly on the forecast for the 2015
financia! year, which expected to see capial expenditure
roughly on a par with the previous year The investment
ratio in the Gases DivisIon in 2015 was 12 4 peicent of rev-
enue (2014 13 5 pefcent)

In addition, Linde continued to strengthen its good
compettive position in the international market by spend
Ng a tatal of eur 120 M on acquisitions and investments tn
financial assets (2014 £Ur 95 MY Investments in consol-
idated companies dunng the zo1s financial year totalled
EUR 107 M (2014 EUR 67 M)

The remamning investment in financial assets of EUR 13 m
(2014 eur 28 m} related masnly to capital increases in joant
ventures or non-current foans to associates and joint ven-
tures If these investments are included, total capital ex
penditure in the 2015 financial year was EUr 2 656 bn (2014
EUR 2 049 bn)

E 23 CAPITAL EXPENDITURE BY DIVISION

i und d it thb d mEURm 2015 2014
n 2015, Linde continuedto a i1s growth based cap-
PpiyIls g P Gases Division 1881 1,890
ital expenditure strategy The Group has again invested
Engineernng Division 32 41
specthically in those areas tn which opportumties exist N : N R
for above-average growth and which contribute towards 2;;’ Activites 3 23
up
increasing the profitability and competitiveness of the {EXCLUDING FINANCIAL ASSETS) 1,936 1,954
Group Dunng the reporting penod, Linde's investiment Financial assels 120 .
activity focused not only on the on-site product area, but GROUP 2056 2,009
also particularly on the hquefied gases and cylinder gas
DdeUCi areas * Inchudeng consolidations
E24 CAPITAL EXPENDITURE OF THE GASES DIVISION BY REPORIABLE SEGMENT
{EXCLUDING FINANCIAL ASSETS)
2015 2014
n fURmM wn percent n EURm in percent
EMEA 895 476 946 501
Asia/Pacific __ 3s _ 05 413 219
Amencas . 6bOl 319 531 280
GASES DIVISION 1,881 1000 1,890 1000
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EXECUTIVE BOARD
SUMMARY OF

THE 2015 FINANCIAL
YEAR FOR

THE LINDE GROUP

The global economy grew at a slower rate in the 2015
financial year than had been expected Inthe cousse of
the year, the economy was adversely affected in particu-
lar by an increase in geopolitical tensiens in addition,
the continued low ol 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 Division

In this environment, Linde’s performance was rela-
tively stable, although the Group was not able to meet all
its targetsn full Linde achieved a s 3 percent increase
in revenue in the 201s financial year 10 EuR 17 944 bn
(2014 Eur 17 047 bn) Onginally, Linde had set itself a
target of generating revenue of between eur 18 2 bn and
EurR 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 plant construction segment Linde had already
made a coreesponding adjustment to its revenue fore
cast for the 2015 financial year in the middle of the year,
lowering the targetrange for Group revenue to between
Eur 179 bn and eur 18 5 bn

As far as Group operating profit 15 concerned, Linde
achieved a value thai was up by 5 4 1n a year-on-year com
panson to EUR 4 13t bn (2014 EUR 3 920 bn) This puts the
Group’s profit within the range of Eur 4150 10 EUR 4 3 ba,
in hine with the forecast released at the start of the 2015
financial year If an adjustment were to be made for the
effects of changes in exchange rates, the Group operating
profit would have dropped by 2 4 percent

The Group operating margin in 2015 was unchanged
as against the previous year at 23 ¢ percent (2014
23 o percent)
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The return on capital employed {ROCE) after adjusting
far non-recurning items was 9 4 percent in 2015 (2014
9 5 percent), hitting the target of between ¢ percent and
10 percent

The results of operations were once agan adversely
alfected by non-recurring rtems in 2015 These include
restructuring costs of EUR 192 m (2014 EUR 66 M) 1N 2014,
restructuring costs, and also impairment losses totalling
EUR 229 M, were recognised as non-recurnng items

Against this backdrop, Linde reported earnings per
share of EUR 6 19 10 2015 (2014 Eur 5 94) Earnings per share
prior to non recurning items stood at EUR 6 91 (2014 EUR 713)

In the Gases Division, Linde generated revenve of
EUr 15168 bn in the 2015 financial year (2014 Eur13 982 bny),
i line with the revenue target of between evr 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 eur 15 5 bn that was announced in the
middle of the year After exchange rate efiects, revenue
increased by o 7 percent

As far as operating profit in the Gases Dtvision Is con-
cerned, Linde achieved a value that wasup by az2n a
year-on-year comparison to Eur 4151 bn (2014 Eur 3 835 bn)
Cnce again, this allowed Linde to achieve a value that fell
within bath the originally planned range of eur 4 05 bn
to EUR 4 25 bn, and the adjusted range announced in the
middle of the year of between £ur 41 bn and rur 43 bn
if there had been no exchange rate fluctuations, the
Gases Division would have achieved a shght year on-year
Increase In opefating profit

The development in the operating marqins reported
by the segments in the Gases Division vaned EMEA
29 8 percent {2014 297 percent) , Asia/Pacific 25 6 per-
cent (2014 26 5 percent) , Americas 25 o percent (2014
24 3 percent) The increase in the operating margin in
the Americas was parily due to the drop in the price of
natural gas, which was passed on to customers and had
animpact on margin development as a result !nthe Asia/
Pacithic segment, the prior-year margin was influenced
by positive ane-off eifects resulting from the sale of
ngn-current assets

Due to the sustained low ol prices, Linde generated
revenue of EUR 2 594 bn in the Engineering Division in the
zo15 financial year (2014 Eur 3106 bn), down by 16 5 per-
cent The range that Linde was oniginally aiming for, namely
between eur 3 o 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 s bnand eur 2 7 bn

The operating margin of the Engineering Division was
alson hine with expectations at 8 3 percent (2014 97 per-
cent) binde had sought to achieve a figure of around
g percent for the 2015 financial year

Linde will maintain its dividend policy, which s geared
towards continuity At the Annual General Meeting on
3 May 2015, the Executive Board and Supervisory Board
will propose the payment of a dwvidend of Eur 3 45 per
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share This s anincrease of 9 s percent compared with
last year’s dividend This would mean that the dividend
increase s disproprotionatley high compared to the group
operating profit trend, which still continues tc be the basis
for determining the dividend at Linde, however
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atfiliated companies Linde AG also enters into Credit Sup-
N E T A S S E T S, port Annexes (CSAs) with banks Unders these agreements,
the positive and negative farr values of dervatives held
F | N A N C I A I_ P O S I TI O N by Linde AG are collateralised with cash on a regular basis
The corresponding amounts due from banks are disclosed

A N D R E S U I_TS 0 F under this heading

Linde AG holds 100 percent of the shares in a spectal

O P E R AT | O N S fund This fund 15 disclosed in secunties held as current

assets In the course of 201s, the holding of secunties
OF I_INDE AG fell by Eur 100 m
Liquid assets fell by eur 20 m to EUR 359 M

EXECUTIVE BOARD <71 Equity (before the appropnation of profit) rose by

SUMMARY OF THE EUR 83 M 10 EUR 9 845 bn Two contrary effects in particu-
2015 FINANCIAL YEAR lar have to be taken into account in this regard The profit
FOR THE LINDE GROUP f h f Ited
NET ASSETS, FINANCIAL 73 or the year of eur 669 m resulted in an increase in equity,
POSITION AND RESULTS OF while the payout of the dividend for 2014 1n the amount
OPERATIONS OF LINDE AG of eur 585 m reduced equity

RESEARCH AND =75

DEVELOPMENT The equity ratio increased shghtly from 47 2 percent to

47 3 percent as a result

Total provisions came to Eur 1 a70 bn, up shghtly on
the prior year The habibities of Linde AG fell in 2015 by
EUR 34 M t0 EUR 9 911 bn

General information

Linde AG, which compnises the Linde Gas and Linde Eng
neenng Divisions and the Corporate Centre, 15 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
Commeraal Code (HGB) and the German Stock Corporation
Act (AktG) The main differences between these financial
statements and the Group financial statements which are
prepared in accordance with International Financial Report-
ing Standards (IFRS) are in respect of revenue recognition
and the measurement of financial instruments The core
financial performance indicator (and also the sole finan-
<13l performance indicator) of Linde AG 1s the proht for
the year The dividend payable to Linde AG shareholders
15 distributed out of the profit for the year

In the year under review, net assets of Linde Engineer-
ing Dresden GmbH in the amount of evr 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 in¢reased In 2015 by EUR 163 m,
from eur 20 663 bN {0 EUR 20 826 bn

Tangible assets fell by eur s5 m 1o Eur 18 038 bn The
share of tangible assets in relation to total assets came
o 86 & peicent (2014 87 6 percent) Financial assets make
up a significant share of the tangible assets This is due
to Linde AG's function as the parent company of The
Linde Group In the period under view, financral assets
fell by eur 102 m Receivables and other assets rose from
EUR 1668 bn to EUR 1985 bn The main contributory fac-
tor here was the increase in financial receivables from
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POSITION AND RESULTS OF
OPERATIONS OF LINDE AG

E25 BALANCE SHEEI STRUCIURE OF LINDE AG AS A PERCENTAGE OF TOTAL ASSETS

3112 2015 3112 2014
nEYRm m percent i EUR m 0 percent
Assels
Financial assels 17489 840 17,601 852
Other non-current assets 539 26 4921 24
Receivables and other assets T 1,985 95 1,668 81
Secunties 400 20 500 24
Liquid assels 359 17 379 18
Other assets 44 02 23 01
TOTAL ASSETS 20,826 100 0 20,663 1000
Equity and habiiities
Equity 9,845 47 3 9,762 472
Provisions for pensions 274 13 184 09
Othes pravisians 796 38 772 37
Liabilities 9,911 47 6 9,945 48 2
TOTAL ASSETS 20,826 100 0 20,663 1000

Financial position of Linde AG

The net financial debt of Linde AG (securities held as
non-current assets, securties held as current assets, fi-
nanagl lrabilities, inancial recevables, hquid assets) fell
N 2015 by EUr 405 m, from EuR 6 756 bn 10 Euk 6 351 bn

This1s mainly due to the drop 1n financial liabilities to
affiliated compames of eur 220 m In addition, the financial
receivables from externals rose by tur 170 m as a result
of Credit Support Annexes (CSA) At present, the amount
stated 15 EUR 240 M (2014 70 M)

Results of operations of Linde AG

Revenue i Linde AG 1n the 2015 hnancial year was
EUR 2 097 bn, significantly higher than the figure for 2014
of eur 1888 bn EBIT, on the other hand, fell from eur 37 m
{0 EUR-11M

in the Linde Gas Division, revenue rose shghtly, by
11 percent, 19 EUR 1 321 bn {2012 EuR 1307 bn) In the Linde
Engmeening Division, Linde AG reported a year-on-year
increase In revenue to evr 809 min the 2015 financial
year {2014 EUR 618 M)

Allin all, Linde AG recognised revenue from contracts
mairdy in the following countries in the 2015 financial
year Malaysia, the US, Russia, China and South Korea

Linde AG generated 47 2 percent (2014 52 7 pefcent)
of its sales revenue from customers in Germany Exports
accounted for 52 8 percent (2014 473 percent) of revenue,
with 42 3 percent (2014 44 8 percent) relating to Europe,
34 7 percent (2014 316 percent) to the Asia/Pacific re-
gion and 19 3 percent {2014 14 8 percent) relating to the
Americas Sales to Alrica accounted for 3 7 percent of
Linde AG's exports in2015 (2014 8 8 percent) Most of the
export business relates 1o the Linde Engineeqnng Division
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As the international plant construction business 1s project
business and revenue 15 only received once the projectis
completed, there are always fluctuations in the regional
figures year by year

The order intake of the Linde Engmeering Division fell by
25 0 percent in @ year-on year COMparkson to R 1603 bn

(2014 Eur 2137 bn)

The order backlog reached €ur & 853 bn at the end of
the year under review, up by 23 8 percent on the prior year
value (Eur 5 535 bn) The average duration of a contract

15 around three years




LINDE FINANCIAL REPDRT 2015

E26 RESULTS OF OPERATIONS OF LINDE AG

(SUMMARY)
in EUR m 2015 2014
Revenue 087 1,888
Cost of sales o 1,382 1,134
GROSS PROFIT ON REVENUE s 754
Functional costs 868 783
Other income EX 297
Other expenses a 239 23
EBIT -n 37
Invesiment income 901 680
Other financial result - -246 _ -134
PEOHT_;EFEI&TAX‘E;B;I INCOME 644 ) 583
Income tax expense =25 -70
PROFIT FOR THE YEAR 6:) 653
Transfer 10 revenue reserves o -29 -68
UNAPPROPRIATED PROFIT 640 585

The gross margin fell from 39 9 percent to 341 percent
The main reason for the drop 1n the margin (s the in-
crease in the proportion of revenue relating to the Linde
Engineening Division compared with the prior year The
engineerng business generally has lower gross margins
than the gases business

The increase In functional costs to EUR 868 m (2014
tur 783 m} 15 largely due to restructuning costs, and to the
merger of Linde Engineening Dresden GmbH

The increase n other income and other expenses is
largely due to the income from the reversat of provisions
ih the amount of Eur 979 m (2014 EuR 63 3 M), as well as
to exchange rate effects in the reporting year

Investment income rose 1n 2015 to EUR 901 M (2014
tur 680 m} Included in the figure are dividends of eur 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 or
indirect profit sharing agreements with most of its German
subsidianes For the dividend payments which derive from
subsidiaries mainly gutside Germany, distnbutions are voted
on (n 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)

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

After taking 1ax into account, Linde AG generated a
profit for the year of eur 669 m 1n 2015 (2014 EUR 653 m)
This was up by 2 5 percent In a year-an-year comparisen
The original forecast was for an increase of between s per-
cent and 10 percent
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EMPLOYEES AND SOCIETY =79

The Linde Group

Ongoing innovaiton and continuous, focused research and
development activities are vital for the long-term success
of a global technology company such as Linde As aresult,
manifold activities were bundled and expanded in the new
Technology & Innovation Cotporate & Suppost Function In
the 2015 financial year

Duning the 201s finanoial year, Linde spent a total of
eur 132 mon research and development (2014 Eur 106 mil-
lion) As al 31 December 205, there were 348 employees
i total working i this field (2014 3503, of whom 22110
the Gases Diviston and 127 1n the Engineening Division To
protect its innovations from the competivion, 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 Linde technologies Many of them fea-
ture sustainability aspects, with more than 500 patents
relating to chemicals & the environment, clean energy and
hydrogen technolegy

By drawing on the findings ol its research, the Group
1s continuously moving into new areas of application
for its gases and 1s constantly striving to make further
improvements to Its processes and plant technologies
This application development 15 almost always setin the
context of commissions and therefore invoives close -
arson 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 projecis
in the year under review were alse aimed at achieving
enviranmental advantages

To achieve these goals, Linde combines the skills in
1ts Gases Division with those 1in 1ts Engineening Division,
whilst also involving leading institutions and companies
1n vanous cooperation projects Linde s focusing, in pai-
ticular, on the use and production of environmentally
friendly H, as a source of fuel When it comes to hydrogen,
Linde 15 also focusing on large-scale technical energy
storage and the further processing of basic matenals for
the chemicals industry

Once again dunng the year under review Linde was
able to demonstrate its prloneering role in enviionmentally
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friendly hydrogen technology A range of newly opened
hydeogen hilling stations in Germany, Austria, the US and
Sweden are testimony 10 this In October zo1s, the joint
venture H,Mobility, which has its registered office in Berlin,
went into operation This joint venture between vanous
industrial corporations, including Linde, aims to gradu-
ally expand the network of hydrogen filling stations In
Germany The aim Is to have around 400 hydrogen fill-
ng stations in operation by 2023 The demand for Linde's
hydrogen fuelling technelogy rose steadily in the penod
under review This also increased the unibsation of the
world's first small-senes production facility for hydrogen
filhing stations, based on the 19nic compressor IC 9o, which
opened in 2014 The faclity produced around 30 sysiems
for various markets Six systems were destined for the
Japanese markel alone thanks to a framework agreement
between Linde and the Iwatani Cooperation

In July 2e15, the world’s largest plant for the generation
of green hydrogen went into operalion (n EnergiePark
Mainz The joint venture 15 seen as a lighthouse pro-
ject in the field of regenerative energy The main aim
of EnergrePark Mainz 1s to use excess electnicity from
regenerative electricity sources such as wind power plants
to separate water into oxygen and hydrogen The green
hydrogen generated in thas manner can be stored and
then used later to generate electricily agan, among other
possible uses

The hquefaction of airis anothers technology that Linde
1s enhancingn order to save energy During this process,
ambient air 1s hquefied using electnicity 1t can then be
stored i cryogenic tanks and converted into electnic-
iy using an expansion turbine as and when required
The main advantage compared with other storage tech-
nologies is that liquid gas storage facilities can be set
up anywhere, with no geological restrictions Working
with a partner from the power station and energy sector,
Linde developed its first large-scale system during the
year under review and 1s preparing the corresponding
demonstration Atthe same time, Linde 15 already working
on the next generation of systems offering even better
performance levels

Over and above the innovations relating to products,
applications and services, the Corporate & Support Function
T& | pursues projects based on a broader understanding
ofinnovation The development of the H,Bike, an electric
bike that runs on a fuel cell, bears testimany to Linde's
experhise in using hydrogen as an energy source Linde’s
contribution 1o the long-term commercialisation of ydro-
gen alsoincludes the fact that it has created an attractive
applhication example
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Gases Division

Inthe Gases Division, Linde invested Eur 84 m infesearch
and development in 2015 {2014 Eur 72 M), focusing is
activities on four customes segments of particular stra-
tegic importance chemicals &energy, metallurgy & glass,
food & beverages, and manufactuning

Development projects focused on the development
and improvement of environmentally friendly and sustain-
able production processes, e ¢ by reducing emissrons and
gas-based water punification This area also includes PLAS-
TINUM Foam E, which replaces harmful propellants such
as HCFCs fseF GiossaRy) of HECS [ser 6rossary] with €O,

In addition, Linde forged ahead with intensifying and
boosting the efficiency of customer processes with the
aim of reducing energy requirements, Increasing produc-
tivity and/or making 1t mere flexible and reducing the
total cost of ownership Within this context, Linde devel-
oped solutions such as OXYGON XL in 205 The solution
for ladie preheating in the metal industry 1s setting new
standards i1n terms of energy efficiency and flexibihty

The past reporting year also saw Linde make further
improvements to its technolegy for cleaning surfaces in
the manufacturing sector Dry ice {low-temperature car
bon dioxide) 1s used for environmentally-friendly and sol-
vent-free cleamng Linde was able to further strengthen
the CRYOCLEAN® product family as a result

In the field of hghtweight automotive construction or
additive manufactunng, Linde was able to support the
production of new, high-performance materials, for ex-
ample Linde is working, among other things, on solutions
to boest efficiency in the productien of alumimum sheets
for the automotive industry

Another focal pont of research and development
activities last year was improving quality standards
and the shelf life of foods along the entire vafue 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 Lo include the CRYOLINE®STimmersion
|QF freezer The CRYOLINE®S!s an all-in-one solution that
uses a hiquid nitrogen bath followed by a tunnel freezer
for the highest-quality 1QF (individually quick frozen)
food products The CRYOLINE®SI s suitable for high-vol
ume IQF products, such as prawns, chopped, cubed fruit,
vegetables or meat and indimdual components for the
manufacture of ready meals

Increasing safety in production is also a key focal
point of Linde’s R&D actwaties In the 2015 financial year,
Linde developed a nitrogen-based solution specifically
for large-scale biomass silos that considerably reduces
the nisk of fire and ensures that any pockets of fire can be
extinguished quickly and effraently One spectaf project
in the 2015 hinancial 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 knowledge and expenence
gleaned fram the LIV®IQ technology provide the basis
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for a digitalised solutron that can be used in an industnal
context Field testing of the EVOS™ DG cylinder valve
started in December 2015 Linde was awarded a prize for
the industnal design of the previous EVOS™ valve and
digitalisation is the next logical step The smart cylinder
valve records key datasuch as the filling level and location
independently and sends this information to the cloud
[SEF G1O55ARY]

In the food and beverages sector, the development
and commercialisation of SLOVOX Dropln mark a key mile-
stone This technology can be used to pump additional
oxygen into the enclesures of sea water fish farms The
additional oxygen helps to optrimise iving and growth
conditions for the fish

The promotien of research and development also re-
matns a hugh prienity for the healthcare business Ongoing
improgvements to hcensed 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 focuses on the medical applications of
gases and cn 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 applhcations in the
2015 finanwal year and will be awarding {urther research
grants The REALfund (REAL = Research, Evolve, Advance,
Lead) promotes chnical research and innovative research
projects in respiratory medicine and 15 aimed at doctors,
healthcare professionals and sctentists Around 40 apph-
cations were receved from institutions across the globe
within a very short space of ime, mncluding applications
from highly renowned institutions
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Engineering Division

In the 2015 financial year, the Engineenng Division spent
a total of eur 48 m on research and development activ-
ities {2014 EUR 34 M) ASIn previous years, this money
was pnmanly allocated to the development of new and
existing technologies in the product Yines of natural gas
plants, air separation plants, olefin plants, and hydrogen
and synthesis gas plants Linde 1s always looking 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 sieam
reformer process for producing synthesis gas in the 2015
financial year This procedure 1s said to allow synthesis
gas to be produced in a more energy-efficient manner
and producing fewer emissions while using less vapour al
the same time In certain specific applications, CO, can be
processed as an additional feedstock, which has a positive

E27 RESEARCH AND DEVELOPMENT

impact on the environmentat balance sheet A pilot plant
has been commissioned for this project at Linde's site 1n
puilach, involving an investment of eur s m

As part of the large-scale natural gas processing pro-
ject Amur (Amut GPP} in Russia, Linde has been able to
bring a new procedure for integrated natural gas separa-
tion and nitrogen remaval to the commercialisation phase
This procedure ts characterised by a high €0, tolerance
level and has the potential to play a key role in the future
explowtatien of mitregen rnich natural gas reserves or the
use of tertiary o1l 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 commergialisa-
tion stage The method consists of integrated membrane
and adsorption separation steps and allows even smaller
quantities of helium to be produced in a cost-effective
manner and independently of natural gas hquefaction
plants

Expenditure (1 EUR m) Number of employees
2015 2014 2013 2012 2011 20i5 2014 2013 2012 2011
Gases Division B4 721 68 74 72 221 257 241 246 220
Engineering Division 48 34 24 27 26 127 133 126 13% 122
GROUP 132 06 92 10 98 348 390 367 385 342
Linde AG

In the 2015 financial year, Linde AG spent a total of
EUR 129 m (2014 EUR 128 m}on research and development
(R & D), which was shghtly tess than the amount spent by
The Linde Group (eur 132 m) Where subsidiaries conduct
research and development, they charge their costs to
Ltnde AG on a cost-plus basis This mark up 15 eliminated
at Group level Licence fees patd to subsidiaries are also
elimmated at Group level

R& D expenditure in the Linde Gas Division came to
EUR 103 M 1n 2015 (2014 EUR 165 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 pfant

As at 31 December 2015, Linde AG employed a total
of 220 staff in research and development (2014 233 em-
ployees) Of these, 118 employees (2014 133 employees)
were in the Linde Gas Division and 102 emplayees {2014
100 employees) were 1n the Linde Engineering Division
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EMPLOYEES
AND SOCIETY

Employees across the world
Factors which are crucial to Linde’s long-term success are
the commitment, motivation and qualifications of its em-
ployees Linde’s personnel strategy therefore focuses on
developing and promoiing talent and providing attractive
working condihions

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 Dunng the reporting year, Linde refined
1ts structures and processes The aimis to make the Group
even more respansive to customers’ wishes and 10 increase
its competitiveness and intensify i1s focus on growih ar-
eas # 2 percent of employees left the Group in 2015 at
their own request Depending on the region, this turnover
rate ranged from 2 1 percentin the Regional Business Unit
(RBU) Southern Eurcpe to 22 7 percent in Nerth America
The overall staff turnover rate, which includes employ-
ees retinng and being dismissed as well as employees
reaching the end of temporary contracts, was 18 7 percent

E28 EMPLOYEES BY SEGMENT AT THE BALANCE

SHEET DATE

31122015 31122014

Gases Dhvision _ 52,395 53,436
EMEA 21,067 21,779
Asla/Pacific 11,533 12,175
Americas . 19,795 19,482
Engineering Division _ 7,038 7,330
Other Activities 5105 4825
GROUP 64,538 65,591

Remuneration and social benefits

The remuneration package of Linde employees comprises
not only a fixed salary component but also vanable remu-
neration components depending on the position of the em-
ployee within the Group Linde also offers its statf various
additional benefits in ine with the overall and competitive
conditions in the different regions These benefits include
occupational pensions and contnbutions towards health
insurance or medical screeming Personnel expenses
In 2015 totalled Eur 3 928 bn (2014 €ur 3 536 bn}, with
EUR 3 378 bn (2014 EUR 3 069 bn) attributable 1o salanes
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(including social secunty contnibutions) and eur 307 bn
(2014 Eur 293 M) to pensions During the reporting year,
42 6 percent of the Group's staff were employed on the
basis of collective wage agreements (2014 46 s percent)

Linde ensures its employees’ remuneration 15 appro-
priate and in line with the market and conducts internal
and external comparnisons of remuneration on a regular
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 to 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 critena as transparency, equal opportu-
nities and pay in ine with market conditions Managers’
pay 15 based on the extent to which Group targets and
the employee’s individual targets have been achieved
Depending on the business area, sustainability targets
such as safety 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 financial year, manag-
ers below Executive Board level invested in 22,637 Linde
shares via the scheme Far each of these shares, the plan
participants are entitled to an additional Linde share on
the expiry of the four-year quahfying penod

Employees in more than so countries have access to
accupational pensiens and healthcare benefits Around
g0 percent of Linde employees are members of occupa-
tional pension schemes Through defined benefit plans
{sff 6tossARY], 26,088 active 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, 29,16 pensioners are drawing an pccupational
pension from the Group At Linde, globaily binding rules
apply to the modification, introduction or clesure of pen-
sion plans Any such measure must be agreed with the
Global Pension Committee, which is composed of the Chief
Executive Officer, the Chief Finanaial Officer and experts
In accounting, finance and human resources

Winning talent

A key element of Linde’s human resources strategy is
to recruit skilled employees and to increase long-lerm
loyalty of sts staff The Group therefore cooperates with
universities and research institutions around the world
in order to atiract newly qualihied graduates Linde also
provides training opportunities in varous technical and
commercial areas In Germany alone, the Group offers
traiming In 21 different professions In the year under re-
view, half of one year's cohort of apprentices and trainees
in Germany were taken on as permanent employees al
the end of their vocational traintng and a further a7 per-
cent were offered a hixed-term contract The number of
apprentices and tranees as a proportion of the total
number of employees in the Group was o ¢ percent in
2015, of which s2 percent were in non-German companies
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In 2016, Linde 15 planming to Increase the total number
of new positions far new apprentices and trainees in
Germany 10 160 In 2015, 82 apprentices and trainees
were recruited there

in the year under review, Linde stepped up its activilies
aimed at winning and retaining talented employees Meas-
ures relating to 1ts corporate culture which will enhance
is status as an attractive emplayer are one of the areas
onwhichitis focusing Here, Linde relies on transparency
Under a pilot scheme in North America, Linde established
a presence 1n 2015 on a 5013l media platform where ap-
phcants and employees can rate companies

Professional development
Linde promotes the individual development of its em-
ployees In 2015, the Group invested around eur 14 min
the professional development of its s1aff Group-wide
professionat development progiammes are provided
through Linde University These cover such subject ar-
eas as personnel management, intercultural communica-
tions and diversity Ouring the year, for example, around
500 managers in the Regional Business Unit (RBY) South
AsIa & ASEAN took part in training on handling change
processes within the Group and more than so employees
and managers in Nofth America completed training on
intercultural communications

As part of the Group-wide Six Sigma programme, Linde
provides employees with traiming to successfully identify
opportunities for improvement 1n all areas of the Group,
from production to administration Projects dunng the
year focused on 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 8co op-
urmsation projects were compieted, leading 1o total cost
savings of more than eur 40 m

Work-life balance
Linde helps 1ts employees achieve a better work-hie
balance by providing a wide range of opportunities
worldwide In particular, these include flexible working
models such as flexitime, part-ime work and teleworking
arrangements Part-ime emplayees accounted for around
2 percent of the workforce in 2015 In the Corporate Centre,
a new company agreement came into effect during the
binancial year, making it possible for employees to work
trom heme under certain conditions 1n Germany, a totai
of 434 employees took parental leave duning the year,
42 peicent of whom were lathers In the same period,
209 employees in Germany returned to Linde after a period
of parental leave

The Group alse focuses on helping employees who are
reliant on childcare or have a fammly member whorequires
care and on providing assistance durning periods of poor
health or social hardship The measures taken by Linde are
designed to suit the specific focal sitvation and demands
on the Group In Germany, Linde provides its employees
with a childcare subsidy A service bureau s also available
to heip employees find appropriate ¢hildcare places and
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to provide care in exceptional circumstances Since the
introduction of the service in 2007, the bureau’s services
have been used more than 2,200 times

Linde promoles the physical and mental health of its
employees (n many countries Advice en coping with fam-
ity crises and addiction problems is provided, for example,
and the Group has also introduced initiatives designed to
preventiliness In 2015, events were held, for example, 1n
the South Pacific region covering areas such as mental
health in the workplace 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 expenences and perspectives to
ennch the work of therr team At 21 December 201s, em-
ployees from134 different countnies worked in the Group,
while s4 nations were represented in the German com-
panies alone The preportion of senror managers from
countries other than Germany in The Linde Group was
around 7o percent In the reporting year, with 49 nations
represented at this leve! 1n 2015, around 200 Linde em-
ployees were sent on secondment 1o subsidianies abroad

Linde’s executives play an important role in promgting
diversity On the Executive Board, Thomas Blades 1s re
sponstble for Diversity & Inclusion For a number of years,
diversity has been an integral part of Linde’s executive
development programmes It 1s also considered when
employee evaluations take place In the Asia/Pacific ie-
gron, which comprises 15 countries, the Group launched
an inthiative 1n 2015 on diversity in the workplace which
involved talks, mentoring schemes and workshops and the
setung up of women's networking groups In the United
States, Linde promoted ter-generational exchange pro-
grammes and exchanges between African American and
Latin Amenican colleagues

An imgortant priority for Linde tn the area of diver-
sity 1s 1o Increase the number of women in management
positions As part of a joint imuative set up by all 30 DAX
companies in Germany, Linde set stself the target in 2om
of increasing the proportion of women 1n senior man
agement posittons to between 13 and 15 percent by 2018
In 2015, the proportion ¢f women in senior management
positions was 14 8 percent Durning the reporting year, the
Group feplaced this target with more detailed targets for
the two upper tiers of management The proportion oi
women in the first management tier below the Executive
Board should rise 10 14 peicent by 2017 and 18 percent by
2022 In 2015, the proportion of female semior managers
in this tier was 11 percent In the second management tier
below the Executive Board, Linde wants the propertion of
women to be 17 percent by 2017 and 22 percent by zo022
This figure was 16 percent in zo1s In prder to meet these
targets, the Linde Executive Board 15 supparting various
employee initiatives promoting wemen These include
cross-deparimental networking events and training pro-
grammes for women with management responsibility or
leadershup poteniial Aninternal mentofing programme
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was launched in 2015 1n Germany Expenenced managers
provide support particularly to women to enable them
to continue to develop thew personal and professional
skills This programme should be expanded in 2016 The
proportion of women taking part in the Global Leader-
ship Development Circle, the development programme
for senior managers, came to 23 percent In 2015 (2014

27 percent) [n accordance with statutory regulations, the
Group has also set itself targets for the proportion of
women on the Supervisory Board and Executive Board

More detailed information about these targets 1s given
INthe CORPORATE GOVERNANCE DECLARATION AND CORPORATE
GOVFRNANCE REPORT ON PAGES 17 1O 18

Involving employees
unde relies on the expenence of its employees and dia-
logue with 1ts staff to implement improvements and re-
spond to change With its People Excellence imitiative,
Linde supports the wilhngness of its employees at all
levels of the company to engage 1n continuous learn
ing and change Among other things, this programme
aims to provide professional devetopment opportumities
for managers and to devise schemes which recogmise
excepiional performance Between November 2014 and
February 2015, around 180 employees were trained as
People Excellence Champions Their expertise shall help
managers to plan and implement measures which will
contribute towards enhancing employee commitment and
performance Linde awards employees around the wosld
who make a particular effort to uphold its corporate goals
and corporate values One of the pnzes awarded by the
Group In 2015 was to a project team in China and Korea
The team, which runs numerous talent and employee de-
velopment schemes, contributed to tinde being selected
as one of the 50 best emptoyers 1n those countries by the
Top Employers Institute

Linde strives to work together with employee rep-
resentatives and trade unions on the basis of partner-
ship and trust, aiming to reconcile the interests of the
Group and of the workforce linde’s system of employee
representation In Germany 1s two-tiered, consisting of
a central works council for the Group as a whole and
works counals in the decentralised units Cross-border
1ssues are dealt with by Linde’s European Works Counal,
which currently bhas 27 members and protects the nghts
of employees in Europe to information, consultatien and
advice There are regional-level works counols (n many
other countnes

Employee satisfaction is a key factor in Linde’s success
Open feedback from stafi enables management and the
Group o continue to develop Linde therefore conducts
global employee surveys on a regular basis The Group
also encourages its employees to play their part, bringing
their knowledge and ideas to the company to intreduce
improvements and nnovations A cross-departmental
teamn Germany developed a new concept toridea man-
agement in 2015 This consists of a new process to select
those ideas for improvement which will be implemented
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fram the suggestions submitted by employees as well as
for rewarding for the bestideas This new concept shall
be introduced 1n 2016

Occupational safety and health protection
One of the key aims of Linde’s global safety management
15 to protect its employees The Group has therefore set
out global standards governing occupational safety and
health protection Linde carries out risk assessments and
audits to ascertain whether the right conditions are in
place to ensure safety at work 1n 2015, audits were con-
ducted at s2 ¢ percent of Linde’s operating sites (2014
57 4 percent)

Linde has set itself the target to continuously reduce
the number of workplace actidents resulting en lost work
ing days per milion hours worked by employees by 2020
The reference year 1s 2012 In 2015, the rate of workplace
accidents at linde sites around the world per million hours
worked was 27 (2014 2 4) The equivalent figure for con-
[raclors [SEF GLOSSARY] dUrnng 2015 was 2 2 (2014 18) Itis
with the deepestregret that the Group must report that
two Linde employees lost their lives while working for
the Group 1n 2615 10 road accidents 1n Brazil and Fumsia

As part of its global safety imitiative, Linde has launched
numerous measures designed to continge to reduce safety
risks and to reinforce the importance of personal respon-
sibility and safety-conscious behaviour Around 30 to
so percent of workplace accidents and chronic ilinesses at
Linde can be attnbuted to manual or repetitive activities
Many of the Group’s healih protection initiatives there
fore focus in particular on the nisks assocated with such
activities One such imtiative in 2015 was the introduction
of powered movers al 25 sites in North Amenica far hfting
and transporting cylinders containing liquefied oxygen
weighing up to 3so kilograms These powered machines
allow employees to avoid heavy physical exertion Inthe
Gist Division, 9 percent of personne! handling heavy
loads received training on how to do so safely in 2015

Duning the financial year, Linde devised a new heaith
care management programme The imtiative focuses on
areas such as work-life balance and preventive measures
to enhance health protection Starting in Germany in 2016,
employees shall be oftered a broad range of options as a
result of this imbiative
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tabour stendards and human nights
Linde commits to the principles of the UN Human Rights
Charter it also seeks to ensure that working conditions
within the Group comply with the core labour standards of
the international Labour Orgamsation (IL0) and wath other
international obligations and industry standards Linde
conducts reqular reviews across all regions to establish
whether processes have been set up to ensure comphiance
with labour standards The Group's central guidehines take
human rights into account These guidelines include the
Code of Conduct, purchasing guidelines and purchasing
agreements, the Integrily Line Policy [sef Giossarr] and
Group nsk management In the Group position on human
nghts adopted in 2014, the Group descrnibes 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 topics such as the avendance of child la-
bour and the provision of safe, fawr working conditions
{0 detec! potential weaknesses, Linde also evaluates the
information supplied to the Integnity Line This s a service
which employees and external stakeholders can use to
report any breaches of the Group’s commitment Around
26 percent of the reparts received via the service line i
2015 related 1o human resources issues In varnious reqrons,
Linde took steps 1o raise employee awareness During the
financial year, for example, more than sso employees in
india attended traiming on workplace harassment

Sociof commitment

Lindeisinvolved in a varniety of projects around the world

near its business locations Its marn fgcus is on education

The Group also supparts selected inMiatives in areas such

as safety, environmental protection, health and social
affairs as well as some cultural projects Cross-regional
involvement in such projects 1s managed by the Group’s
Corporate Centre, while local imtiatives are coordinated
by employees in the region concerned In 201s, Linde
provided funding of several million euro for projects and
ntiatives worldwide, of which around eur 2 4 m was do-
nated by the Group As a result of its social commitment
duning the year under review, Linde was able to reach, to
provide an example, moze than 12s,000 children, school

puptls and students

Education and research

Linde supports science education projects in several
countnes, for example exhibibions, scientific or technical
experiments, of competitions The Group provided foun-
dation capital of over eur 8 m to set up the Carl von Linde
Academy at the Techmiczl Umversity 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 engineenng, iT and natural saence
students with key skills that extend beyond the limits of
therr thecretical subjects, covering such areas as innova-
tion and business ethics In Munich, home to the Group's
Corporate Centre, Linde s also a founding member of the
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Deutsches Museum Future Iniuative, the aim of whichis
1o modernise the largest technology museum in the world
By 2018, It will have provided financial backing of Eur 5 m
Linde has also formed a public-private partnershup with the
schloss Hansenberg boarding schoaol in Hesse, Germany
The school fosters the talents of pupils with particularly
sirong academic and social skitls Since the beginning of
the Group’s invalvement in 2004, more than 0o pupils
have completed their education at the school

In 2015, for the fifth consecutive year, Linde supported
the Shell Eco-marathon, a competition for young engi-
neers which promotes sustainable mobility and 1akes place
every year in several regions of the world As a global
pariner, the Group assumed responsibility for supplying
the hydrogen to fill the fuel-cell vehicles used in the
competiion, white Linde engtneers supported the event
orgamisers and participants by providing technicat exper-
tise In the Umted States, Linde sponsored a competiion
where school pupils designed their own hydrogen-pow-
ered model cars More than 200 school pupils took part in
the event which aims to promote interest in mathematics
and technical subjects

safety
As a company which places special emphasis on safety,
unde s 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 crgamised by Gist, Linde's
logistics division Under this scheme, truck drivers visit
pnimary schools, bringing therr vehicles with them, and
talk to pupils about road traffic nisks In 201s, Gist recerved
an award for this programme from the chanty 8rake which
campaigns for child road safety

As a founding member of a road saiety inthiative, Linde
enables young people in Australia and New Zealand to
recewve safety training just before they take their driving
test Each year, around 50,000 school pupils take part in
the scheme

Improving living conditions and health

In many countiies, Linde supports projects which help to
improve living conditions for the people 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 sp 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 chartable purposes in zo1s

voluntary wark and disaster relief

Linde supporis the voluntary work of its employees, for
example, by granting staff time off work as well as n
seme regiens by matching employees’ donations In
2015, over 1,300 Linde employees volunteered around
the werld After the earthquake in Nepal v Apnl 2015,
employees and the Group donated 2 total of around
£UR 160,000 35 3 result of vanous imtiatives o charita-
ble orgamsations
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=29 ADDIHIONAL INDICATORS ABOUT EMPLOYEES

2015 2014

Structure of the workforce
Age structure of the staff o
__Staff up to 30 years otd o n % 176 18 4

Staff between 31 and so years old n W 576 575
Csulfoversoyeasold T Tuw| sl T 20
Temporary staff n% 86 86
Part time employees mw| 19 21
Number of employeeswGermany - _ &0l 8050
employees on parental leave inGermany (at 3112 ) 434 369
Apprentices and trawnees in total workforce mer 09 09
Apprentices and tranees in Germany n % 30 32
Proportion of female employees

in jotal workforce I 1. 293 287

In Germany nw 254 254

In seniol management pesitions in% 4s 139
Nationahties of employees in Germany 64 65
Non-German nationalities in senipr management posstions % 695 710
seveiely disabled employees in Germany L1 36 34
Staff covered by collective wage agreements B % 26| 465
Employee retention and training
Number of new hires 1 1,_5.‘& 12,049

thereof women el 455 46 2
staff turnover rate’ % 12 100
Average length of service - _____wmyears 90 &4
Employees who have taken up training opportunities 1 9% 569 66 2
Average training days (per employee) — Lo 2 EL
Average EKEEI'I[LIILELE on training programmes {per employee) mEUR 3842 3498
Occupationod safety and heoith protection

per imuifen

workplace accidents with at least one day of employee absence hours worked 27 24
workplace accidents with at least one day of employee absence 365 318
Fatal industnal accidents of employees Y - 2
Fatal industrial acadents of contractors 1 3
Number of days sick leave (per employee) 56 53

The staft Lurnover rate relates to employees who have felt the Group voluntanty during the financial 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 wortdwide The Group focuses on
minimising safety nsks and reducing 1ts environmental
impact as well as on ensunng efficient use of energy, re-
sources and matenals Linde’s products and technologies
also support customers’ efforts to make thewr business
processes safer, more efhicient and more environmen-
tally fnendly

Linde conducts audits wortdwide to verify comphiance
with the prescribed standards In order to identify areas
of weakness, Linde records incidents which have particu-
lar relevance for safety and environmental protection In
addition, near misses from which tinde can learn lessons
are documented To ensure that it 1s prepared for events
such as natural disasters, serious cime and pandemics,
the Group also draws up risk management plans Linde’s
top priocity 1s the protection of its employees, business
partners, neighbours and property

The Group cooperates with the authenites in the areas
surrounding its business locations on safety and environ-
mental protection in the course of the reporting year, for
example, it carnied out safely traiming or emergency drills
at around 7o sites worldwide, in conjunction with fire bri-
gades or other [ocal orgamsations

wWithin the framework of 1ts global satety imtiative,
Linde conducted a worldwide survey among its senior
managers at the beginning of 2015 about the Group’s safety
culture Based partly on the results of this survey, exist-
ing targels and pesformance indicators were reviewed
and redefined Iraiming schemes and awareness-raising
activities with a regional focus support Linde in 1ts goal
to ehminate workplace acodents and traffic acaidents In
the Regional Business Unit {RBU) South Asia & ASEAN, for
example, some s,000 empioyees and contractors in 80
locations took part in a Safety Day dunng the financial
year Within Linde Engineering, training was provided
1n 2015 in several regions to executives, employees and
contractors on construction sites on how to handle safety
1ssues and manage the nisk of accidents Toincrease the
sense of personal responsibility of all executives in the

84

operating business units of the Group sull further, Linde
has set salely 1argets which are linked to the execu-
tves’ salanes

Once again durning the reporting year, Linde received
several awards in recagmition 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 Peevention of Accidents (RoSPA)
The organisation highlighted the involvement of Linde
employees and the commitment of its leaderstup

Production
Linde experts work at locations around the world to iden-
ufy and assess risks that may anse from production In
addition, the Group has introduced the Major Hazards
Review Programme (MHRP, sre 6i0s5s5arv) to record the
greatest potential hazards on a uniform basis worldwide
The Group wide system enables Linde to set up control
mechanisms to mimmese the nsks arsing from its plants
By the end of 2015, the Group had cestified more than
90 percent of the relevant plants in accordance with the
MHRP process In the course of the reporting year, Linde
also started to introduce a global standard for quantrtative
rsk analyses on its sites

Linde pays attention to production safety from the iminal
planning stage of 1ts 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
1ts production sites worldgwide The aim of the review was
to establish whether any of these sites are located in the
vionity of International protected areas None of the sites
investigated lay within or in the vicimity of a particutarly
sensttive protected area as defined by the International
Union for Conservation of Nature (IUCN, sz Glossagy)

Duning the reporting year, around 1,400 safety, environ
mental protection and health protection audits were carried
oul on the Group’s sites by Linde itself or by third parties
The Group’s internal audits are corducted in accordance
with the prowvisions of the international ceriification pro-
cesses for quality, envirgnmental management and safety
(150 9001, 150 14001 and OHSAS 128001) Several of Linde’s
sites also have external certifications In 2015, additional
sies, for example n Ecyador, China and Romania, weie
externally certified in accordance with environmental man
agement standard IS0 14009 The Group's plants supplying
tarbon dioxtde to the food industry for the production of
carbonated drinks are certified to the food safety system
certification FSSC 22000

Transport

The glgbal sajety management procedures at linde also
cover the transportation of products The Group works
constantly to bring down the number of transport inci-
dents In 2015, as part of its global safety mitative, Linde
reviewed 1ts performance indicators and targets Unul
naw, the Group’s target has been to halve the number of
preventable sernipus transport incidents per million kilo-
metres travelled by the end of 2017 compared with 2012
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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 s planming to communicate the new
target in the 2016 Annual Report at the latest According
1o the new definstion, Linde has been able to reduce the
frequency of all senous transport inaidents per mithon
kilometres travelled since 2012 by around 15 percent To
improve transport safety, the Group has defined a nym-
ber of ditferent measures Linde constantly reviews local
and global operating standards for dniving and vehicle
activities and integrates them into1ts global standard da-
tabase In 2015, Linde’'s safety standards were enhanced,
for example, to reduce nisks ansing from in-vehicle dis-
tractions The Group also provided training duning the re-
porting year to support the global direciive on the fiting
and use of vehicle mirrors within its commeraal vehicle
fleet This inittative aims to reduce the nsks from blind
spots around vehicles

Dnvers employed by Linde’s transport service pro-
viders also participate in the Grouwp’s requiar educalion
programmes on transport standards Since 2007, umiform
safety and operational standards have apphed throughout
the Group to drivers working for Linde’s transpart service
providers Compliance with these standards s a condition
setout in the purchase agreements made with these con-
tractors In the reporting year, the Group also expanded
its defensive driving traiming programme beyond com-
mercial vehicle drivers, making 1t compulsary for drivers
of all vehicle types Over the past three years, Linde has
provided training to more than 15,000 passenger car and
light vehicle drivers worldwide

Inorder 1o obtam information wital 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 amm 1s to conductincident nvestigations consisiently
throughout the Group Linde is planming to extend the
course to North and South Amenica 1n 2016 The Group is
also investing 1n technology which will provide information
that will help determine the causes of inaidents By the
end of 2015, Linde had fitted on board camera recording
systems to a quarter of its global commercial fleet The
praportion of the fleet fitted with such systems 1s expecled
Lo Increase 1n 2016 Once again, Linde recognised many
drivers in vanous regions in ze1s for their personal com-
mitment to safety and their inuident-free records

Product stewardship

Linde monitors product safety along the entire product
value chain The Group's global standards relate not only
to the manufaciure of products and their transportation,
but also to the use of those products Linde examines
potential nsks which might anse from exisiing 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
nsk assessments are the quanuties of products sold and
the properties of products such as toxicity For locations
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where particularly sensitive chemicals are produced or
handled, Linde has devised standardised product safety
nsk assessments

In 2015, Linde developed a new global guideline on
product siewardship, which brings together existing pro-
visigns relating o the handling of products

Ounng the reporting year, the Group also continued
to work on safety imtratives refating io acetylene gas cyl-
inders In vanioys countnies, Linde 1s testing the use of 3
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 |nzo014, the Group had already launched a training
nitiative 10 raise awareness among customers of potential
nsks which might arise when acetylene s transparted 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 vanety of languages The Group s currently
implementing new sofiware to help develop an automatic
system for generating consistent product information in all
regions by the end of za15 1n all the languages required De-
pending on the rnisk potential, Linde also assesses whether
conditions are 1n place for the proper handling of gases
on customer siies In additien, the Group offers services
such as inspection, maintenance and repairs relating to
the supply of gases 1o the customer Linde alsc organises
training for both 1ts employees and its customers to pro-
mote the responsible handling of its praducts Threugh an
in-hause training programme, around 6,500 participanis
In ten European counknes received Insiruction in 2015 on
hew to handle gases safely

International standards
The Group continuously checks that 1t 1s complying with
legal regulations Linde provides information on a global
internet platform about how it complies with the provisions
of REACH fs£F 6tossAry], the EU Regulation on chemicals
Fhe Group s cuirently prepanng for the third registrabion
phase in 2018 Only a small number of the substances pro-
duced by Linde 1s required to be registered under REACH
To ensure the successfulimplementaiion of the provisions
of REACH, Linde also seeks to engage with customers and
supphiers and warks together with the European Industnal
Gases Associalion (EIGA)

when operating production plants for medical gases,
Linde’s Healthcare product area complies worldwide with
Good Manufacturing Practice (ser 6tossary) for pharmaceu-
tical products As the legelly responstble manufacturer of
medical devices, Linde 1s implementing the requirements
of the European RoHS Directive (Restriclion of Hazard-
ous Substances, ser 616554RY) 10 its Healthcare business
around the world

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

Linde has business relationships with supphers in more
than 100 countnes When selecting suppliers, the Group
considers not only commercial critena such as quality, price
and avallability, but also aspects such as safety and envi-
ronmental protection In 2013, Linde introduced a global
Code of Conduct for Suppliers, setting out mmmum re-
quirements in the areas of safety, environmental protection,
tabour rights and human nghts, and corporate integnty
New suppliers automatically sign up to the Code of Con-
duct and there has been a continual process of ensunng
that supphers with whom contracis were signed prior 10
2013 need to sign up 1o the Code By the end of 2015, more
than three quarters of all Linde’s stiategic suppliers had
signed up to the Code of Conduct During the financial
year, the Group provided training on the implementation
of the Code of Conduct for Supphers 1o around 20 percent
of employees working in procurement

evaluating suppliers
tinde conducts random checks to ensure that its sup-
pliers are complying with the guidelines set out in the
Code of Conduct, focusing on supphers with a hugher risk
in areas such as environmental protection, satety and
soaal responsibihty Duning the financial year, the Group
reviewed just under 1,000 suppliers to ensure that they
complied with is guidance on environmental pratection,
soctal 15sues and other issues relating to sustainabality
Linde investigates breaches of the Group's requirements
by its suppliers When conducting audits of construction
sites in 2015, Linde identified around zoo deviations, some
of which related for example to work permit procedures
and construction traffic The Group then works together
with the contractors affected to devise measures to im-
prove the situation and to moniter their iImplementation
Six cases were reported 1n 2015 via the Group's Integrity
Line relating solely to suppher relationships In one case,
the suppher relationship was terminated

tinde also involves selected supphers in the training
it delivers on safety and environmental management It
incuded, for example, more than 1,000 employees of con-
tractors 1n 1ts global imtiative, which aims to strengthen
awareness of safety on construction sites in the Linde Engi-
neering division Contractors’ drivers participate in Linde's
own dniver 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-
pliers to improve their performance During the financial
year, the Group worked tegether with 25 selected suppliers
to develop business continuity plans These should ensure
that the best possible way 1s found to resume business
operations following unexpected events such as natural
disasters The aim was todentify any potential nisks and
to remedy any weaknesses In procurement processes A
number of changes were made as a result, with some sup-
phers introducing back-up systems for ¢ritical processes
and increasing inventory levels of fimished products and
cntical equipment parts
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Raw matenials

Efficient use of resources enables Linde to reduce its en-
vironmental impact and cut costs The most important raw
matertal used by the Group in the production of its gases
15311 More than 8o percent of the weight of gases sold by
Linde tn 2015 was denved fram this renewable resource
In the case of carban dioxide, another of the Group’s main
products, around 80 percent of the raw matenal required
1s recovered from recycling processes Another major raw
matenal used by Linde 1s natural gas In addition, key
matenals processed include steel and aluminium, which
are required in particular for the manulacture of compo-
nents used in plant construction tn order to manufacture
products, the Group’s most impertant inputis energy The
main packaging matenal used by Linde is gas cylinders
In general, these are re-used A typical Linde cylinder
has a Wfespan of many years and 15 refilled on average
four times a year Cursently, there are around 25 million
Linde cylinders in Circulation Linde examines its supply
chain far confhct minerals fsee 6tossaryy histed in the US
Oodd-Frank Act Against this background, for example, all
Linde Electromics supplers are required to confirm that
their products are conflict-free Linde checks that this s
indeed the case n the course of its reqular supplier audits

Renewable raw materials

unde technologres underpin the use of renewable energy
and renewable raw matenals For example, the Group is
participating in a pilot project Jaunched 1n 2015 1n Mainz,
Germany tnwhatis currently the largest electrolysis plant
1n the world, surplus renewable energy, especially wind
power, 15 being converted into hydrogen ser erseArcH ano
DIVELOPMFNT PAGF 76 IN Scandinavia, Linde customers
have been able to purchase hydregen produced entirely
from renewable energy such as wind power since 2014,
which is certified with a guarantee of ongin

Energy and chmate protection
Linge 1s working on making more effiient use of resources
and reducing greenhouse gas emisstons To doso, it relies
on global energy management of plants and processes
around the world The Group provides 1ts 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 gut in the Greenhouse Gas Pro-
tacol fser grossaeyj To make the €O, balance sheet of the
matn air gases transparent for its customers, the Group
uses a standard formula which has been externally cer-
tified In 2015, Linde was included in CDP’s fs£e 61 ossaRY]
regional Carbon Discigsure Leadership DACH index for the
fourth ime in 3 row Through this index, the independent
organisation recagnises the quality of companies’ report-
ing on chimate protection
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Global targets
Around so percent of the Group’s total €0, emissions are
by-products of electnicity generation by energy providers
and are reported by tinde as indirect emissions Most of
this electriaity i1s required for the operation of the compa-
ny's more than 400 air separation plants Linde has already
exceeded the global target it had set itself of improving
the average energy intensity of the Group’s air separation
plants by 5 percent by 2017 By the end of zo1s, Linde had
achieved effioency improvements of more than & percent
compared with the reference year 2008 The benchmark is
the global average efficiency of the air separation plants
operating at the design plant load The Group achieved
the target mainly through continuous improvements in
etficiency in the air separation plants newly brought on
stream for example, by using more efficient compressors
and turbines

Direct emissions at Linde stem mawly from steam re-
forming in hydrogen and synthesis gas ptants (HyCO plants,
sie g1ossary) The Group achieved the target it had set
itself of increasing the energy efficiency of its HyCO plants
insialled around the world by 2 percent by the end of 2015
tinge had increased the energy eificiency of the plants
concerned by 2 7 percent by the end of the reporting year
compared with the reference year zo09

The Group has set itself a new climate protection tar-
gel By 2020, Linde 15 seeking te avoid a total of & million
tonnes of €0, emissions compared with the year zoos To
meet this target, the company s focusing on technical im
provements (n plant design and more efficient production
processes inits HyCO and air separation plants

Another key focus of the Group’s climate protection
measures 15 the transportation of products Linde’s own
transport fleet and transport service providers carrying
Linde goods cevered more than 1 billion kilometres in zo1s
Optimised routes, better use of transport capacity and de
fensive driving traiming helps the Group reduce the number
of kilometres travelled, cut the amount of fuel consumed
and bring down the level of transport emissions

Energy consumption
AS an energy-intensive company, Linde requires a reliable
and competitively priced energy supply and s canstantly
reviewing the energy etficiency of its produchion processes
The Group's energy consumption rose by around 1 percent
in 2015 compared with the prior year in the financial year,
Linde took part in the European Union's Enmissions Trading
System fsef 6105sarv} at seven of its hydrogen production
sites There were around 11 mulion tonnes of CO, emis-
s1ons ai these plants durning the year Linde was allecated
emissions allowances for around o ¢ million tonnes of CO,
in 2015 Further certificates were purchased

In the reperting year, Linde 1dentified around 200 pro-
jects that helped reduce the Group's energy consumption
and €0, emissions Implementing these projects saved the
Group costs of over ecr 23 million 1n 2015 For example,
Linde has increased the energy efficiency of compres-
sors at 14 production sites This was done by replacing old

87

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 euvr 16 m

In Europe, Linde has worked on the implementation of
the provisions of the Eurgpean Union’s Energy Efficiency
Directive (EED) in 2015 These include regular energy au-
dits for companies at production sites, distribution sites
and offices, or alternativety certfication in accordance
with 150 50001 The global standard testifies to systematic
energy management, which allows efficiency potentral to
berecognised Since 2012, around 8s perceni of Linde Gas
production plants in Germany have been certified accord-
ing to 150 so001 The Group 15 also exploring the use of
renewable energy, the current level of which largely re-
flects the energy mix applicable in the varigus regians In
the US state of Califorma, Linde won the 2015 COOL Planet
Award presenied by Southern Cahfornia Edison and non-
profit organisation The Cimate Registry fsef Giossary] in
recogmtion of 115 energy management and commitment
to reducing greenhouse gases

Products

Linde offers its customers vanous solutions to make pro-
duction and energy generalion processes moie environ-
mentally frnendly The Group's gases and technologies
help customers reduce emissions to a large extent In its
oxyfuel plants, which are used for example by the glass
and steel industrtes, the combustion air 15 enniched with
oxygen, resulting in much more efficient combustion than
if normal ambient air was used Hydrogen produced by
Linde 15 utilised by the ol industry in fuel desulphurisation

Desulphurised fuel combined with a filter cuts emissions of
soot particles, which like (O, contrtbute to the greenhouse
effect In 2015, the use of these two technologies alone
by Linde customers avaided around 3o rmilion tonnes of
C0, emissions Linde products are also deployed in the

mobility sector to reduce envirenmental pollution The use

of hquetied natural gas (LNG, sr¢ Grossarv) of hydrogen

reduces or eliminates emisstons fram cars, buses, trucks

and ships Linde s investing in this area as well asin

the development of forward looking, efficientrefuelling

technelogy 1t1s also cooperating with partners to set up

a supply infrastructure In addition, Linde 15 researching

projects involving the recycling and starage of €O, In

Germany, the Greup opened the Linde Pifot Reformer re-
seaich facility in Pullach in 2015 New processes for the

preduction of synthesis gas /see 6rossary] using CO, will

be tested at this facilily ser rReSTARCH AND DEVFIOPMINT
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Emissions to air
Linde monitors emissions worldwide not only of green-
house gases but also of air pollutants in accordance with
relevant local legislation Normally, the operation of the
Group’s ar separation plants results in hardly any direct
emissions 1o air Other production processes, for example
in hydragen plants and steam bailers, can result in emis-
stons of inorganic gases such as carbon monoxide (CO),
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

tinde works together with its customers and with sci-
entific and research partners to develop solutrons which
will reduce emissions to air LoTOx™ technology 1s being
used, for example, to capture and store mitrogen oxides
from waste gases ansing from combustion processes By
the end of 2015, Linde had installed more than 3o such
systems in customers’ plants around the world, espeaially
in the United States and China These sysiems are capable
of preventing more than 17,000 tonnes of NO, per annum
being emitied into the air

Water
Linde works continuously to ensure the efficient use of
water on its sites and to reduce emissions to water More
than g5 percent of Linde’s water requirement i1s used I1n
coohing processes Most of this cooling water 1s just heated,
and can subsequently be fed back into the water system
without the need for further tieatment The Group takes
care to ensure that the temperature reached does not pose
any nsk to the surrounding ecosystem The rest of the
company’s water requirement i1s used in the manufacture
of products, as a source of steam and in office buildings
Total water use in 2015 was around 681 million cubic
metres {2014 682 milion cubic metres) Of this amount,
water consumption excluding once-through water came
to around 52 8 million cubic metres (2014 so 7 million cu-
bic metres) Linde uses closed-loop systems as a means
of reducing s water consumption, as these enable wa-
ter to be used several imes The amount of waste water
reported at the Group's locations worldwide m 2015 was
around 1a ¢ milhon cubic 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 suppiles
at its key production sites worldwide Just under one fifth

of these sites are in regions which experience water stress
or water scarcity accerding to the defimition of the World
Bustness Counail for Sustainable Development {(WBCSD,
sre grpssary) In Europe, Linde experts in plant construc-
tion, water and water chemisiry joined forces in 2014 to

create an interdisaiplinary network The aim of this project

15 to optimise the use of water and cooling water systems

since the beginning of the project, Linde has inspected
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39 plants at 19 lacations in the regien and has implemented
a number of improvements In two air separation plants,
the quantity of water and waste water being processed
has been reduced by 13,000 cubic metres per annum as
a result of optimising cooling curcants, equivalent to cost
savings of around eur 15,000 The Gigup expects this in-
tiative to produce total cost savings of over eur 2 miflion
between 2014 and 2016 The cost savings achieved so
far have already exceeded the investment made in the
project In the course of the financial yeas, the Group
also delivered traiming {0 50 employees in Eurepe on top-
1cs such as saving water, water treatment and handhing
claims There are plans to expand this programme over
the coming years Linde also offersits water management
expertise tots customers |n 2015, the Group launched
an initiative which analyses the entire water circuit in
customers’ new plants The aim 1s to use fresh water in
a way which 1s resource-efficient sn regions with water
scarcity and to recycle the waste water produced Linde s
working {ogether with uriversities and other partners on
research into new methods of water processing which will
reduce the use of chemicals when waste water s treated

Products for water protection

tinde gases and technologtes 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 industnal customers in meeting
stricter environmental requlations Around 7se million cubic
metres of water, for example, was brought up to drinking
water guality in 2015 1n six countries using the Solvocarb®
process from Linde nstatled by customers After a major
fire i a fertihser warehouse in southern Germany, Linde’s
solvox® process helped to reduce the concentration of
ammonium ritrate in a nver to such an extent that the
fish deaths feared were prevented The process is also
used successfully in nver desalination

Waste

Linde’s environmental management aims to keep the con-
sumption of resources as low as passible and to consider
regularly how waste can be aveided The Group's main
waste products are oil and oleaginous materials, waste
which contains metal and gas cylinders which have reached
the end of their useful Iife By using closed-loop systems for
producis, Linde increases matenal effictency and resource
efficiency and cuts the volume of waste produced Lime
slurry, for example, a by product of acetylene production,
can be re-used in other industries without any further treat-
ment being required Any waste whichis not suitable for
re-use of recycling 1s disposed of in an environmentally
sound manner The Group classifies its waste as hazardous
or nan-hazardous in accordance with the relevant legisla-
tion in the countty in whichitis operating Linde focusesin
particular on hazardous waste when devising measures 1o
achieve further reductions in waste The overall amount of
waste fell 1n 2015 compared with 2014, as less waste was
preduced on construction sites
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The Groups waste management objectives are based on
regional requirements, as the type of wasle produced
differs greatly from one site to another depending on
the processes being carried out Duning the financial year,
Linde achieved the target it had setitself of increasing the
waste recychng rate in the UK to 70 percent by 2015 By
the end of 2015, a 71 percent recyching rate for waste was
achieved m theregion Across the Group, the recycling rate
was around 43 percent Duning the financial year, as part
of a national campaign in New Zealand, Linde expanded
its activities relating to the proper disposal of environ
mentally harmful cefngerants such as chloroflucrocarbons
(CFCs), which are ysed for example in old refrigeration
and aif concitigning units Working together with other
companies, Linde offers free collection and disposal to
beth customers and non-customers Since the startof the
campaign in 1993, mare than 290 tonnes of refrigerants
have been collected This is equivalent to a reduction in
(0, emissions of up to 260,000 tannes
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2015 2014
Use of resources
Electrioty consumption inmifhon Mwh] 26 8 262
of which by air separation plants i mithon MWh 239 235
Natural gas consumption - rr millvon MWh 395 395
of which by HyCO plants n mitlion MWh 254 249
Consumption of other energy sources’ in miflion Mwh 126 122
Water consumption’ n mifhen m’ 528 50 7
Emissions
Duect (O, emissions 1 mulien ¢ 71 73
of which by HyCO plants n mutfion t 49 40
Transpart fleet? n mihion § €O, e 092 088
Indirect CO, emissions n mittion ¢ 154 150
of which by air separation plants tn mithon ¢ 137 135
Other greenhouse gas emissions* wmillion t €O, e 17 15
Total greenhouse gas emissions n milfiont (0, 8 251 247
Waste in thousand ¢ s 941
Non hazardous waste n% 69 75
Hazardous waste % 31 24
Waste water tn miftion m* 140 132
Audits gnd traiming
Productton sites certified to 150 soom n % 664 721
Production sites certified to 150 14001 n % 310 05
Praduction sites certified to OHSAS 18001 n % 16 1 157
Sites where occupational health and safety audits have been conducted® n % 52 6 574
Sites where environmental audits have been conducted® n % 430 500
£mployees of Linde Gas who have taken up HSE training opporiunities n % 651 626
Transport safety
Serious transport incidents involving trucks® per 1 miflion km 0101 0104

v Examples of other energy sources are heating ol biofuel energy propane butane thermal energy and diesel fuel Fiom zovs this figure also includes diesel
consumption by Linde s lranspert centractors The 2014 figure has been recalculated

* Wales consumplion relates to used drinking water and industnal water Once thiough water {s drawn rom 2 natural or other sovr¢e then just waimed and
finally pped back into the original source at a temperature posing no risk o the serrounding ecosystem
From 2015 1his figure also includes greenhouse gas emissions generated by Linde  transport contractors The 2014 figure has been recalculated
This sncludes greenhoyse gases specilied in the Kyoto Prolecol methane (CH,) nitrous gxide {laughing gas N,0} perfluorocarbens (FFCs) hydrellueracar
bons (HFCs) sulphur hexafluaride {SF, ) and nitrogen Wifluodide (NF,}

» The ligutes disclosed relate to snteinal and external audits conducted at production sites worldwide
The perlormance indicator was redebined 1n 2015 The new definiton (ncludes not only preventable transporl incidenis byt also incidents previously classitied
25 non pseventable The zois higure has been recalculated
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a deasive influgnce on growth in the Group's revenue and
earnings in zo16, economisis are forecasting that global
gross domestic product in real terms will nise by 2 6 per-
cent and that worldwide industrial production will also
increase, namely by 2 3 percent SEF QUTIO0K PAGFS 108

OPPORTUNITY
AND RISK REPORT

SAFETY AND <84 ro t1¢ M the economy as a whole were to grow at a faster
ENVIRONMENTAL rate than that originally ferecast, this could have a more
PROTECTION
GPPORTUNITY AND 91 positive impact on revenue and earrings trends in The
RISK REPORT Linde Group and the earnings trend in Linde AG than is
OUTLOOK »108 being projected

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
apportunities when they arise and exploit them effectively,
while at the same time properly evaluating nisks In the
course of strategic discussions between the Executive
Board and those personnel responsible for the operating
ufnts, which take place on a reqular basis, opportuni-
ties and potential investments are identified, evaluated,
managed and controlled The development of the strat
egy of The Linde Group 15 based to a large extent on the
results of these meetings in turn, this strategy and the
corporate goals dernived therefrom are also the starting
point for Linde’s nsk management process ser fisk REPORT
PAGES 93 70 107

Fundameniatly, Linde 1s seeking to achieve a good bal
ance between gpportunities and nsks Its evernding objec
tive Is to increase the value of the Group for all stakeholders
by tapping into new market opportunities

Tp the extent that 1115 probable that such opportunities
will anse, then expected impact has already been rec-
ognised in the Group’'s straiegy and goals, m its outlook
for 2016 and i its medium-term targets, as 1s explamned
in ttus report The following sectien therefore focuses
on potential future developments which might lead 1o a
positive variance from the Group's short-term outlook and
medium-term targets

Opportunity areas

Opportunities which might arise if the
performance of the glebal economy were
better than expected

Linde aperates in more than 100 countnies worldwide and
supplies almost all industry sectors Partrcularly in the
faster-growing economies, Linde holds sigmificant market
shares n the relevant market areas Linde s therefore par-
ucularly strong in those markets which are expected to
expand at the fastest rate, even in the medm term Global
economic growth and worldwide industnal peoduction have

91

Opportunities anising from increased
climate protection efforts and the growing
impartance of natural gas os a fuel
Modern society still depends on energy supphes which
are affordable, reliable and environmentally friendly De-
mand for energy around the world 15 continuing to rise,
and this 1s also posing a threat to the chimate and the
enviranment Achieving an economy increasingly based
on clean energy necessitates the continued expansion of
renewable energy sources and the use of new technol-
cgies 1o ensure that finite resources are utilised in the
most envirenmentally fnendly way possible Linde has
the techmical skills required to benefit from the market
opportunities in this area

One example of this is the efficient exploitation of o1l
and natural gas reserves (Enhanced Oil and Gas Recovery
EOQR and EGR, ser 610554 ky) through the use of industrial
gases such as nitrogen

Linde 1s also well equipped for the rising demand for
natural gas The Group controls the technologies along the
value added chain from the hquefaction and transport of
natural gas to its safe delivery to the end user

In the context of chmate change, the greenhouse gas
carbon dioxide {CO,) has a particular role to play Linde
provides the technologies to reduce and recycle €O, tn
205, 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 s developing, for example, plants for the pun-
fication of waste gases and capture of carbon dioxide In
power stations Linde 1s alsc involved in recyching €Oy 1n
greenhouses through 1ts Dutch subsidiary OCAP

Hydrogen may assume a key functionin the supply of
energy in future, not only as a fuel but also as storage
for electnaity generated from renewable energy scurces
Linde 1s a pioneer in the ongeing development of hydro-
gen technology and 15 supporting the breakthrough of this
ecofnendly fuel In a wide vaniety of fields

If global climate protection measures are expanded, the
market for environmental technologtes 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 s being projected
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Opportunities which might arise as
a result of regulatory changes in the
healthcare sector
The global growth area healthcare s driven by demographic
trends and improvements in diagnostics and therapies,
especially in the case of chronic respiratory disorders In
addition, Increasing numbers of people are gaining access
to healthcare, especially in the emerging economies What
15 more, r1sing pressure on healthcare budgets is provid-
ing private companies with the opportunity 1o create new
offerings that are both cost and benefit effective Asa
result of the targeted acquisitions and investments it has
made in the past few years, Linde Is now a glebally fead-
ing gases healthcare company specabising along an in-
tegrated respiratory care path

The healthcare market s largely state-requlated and 15
governed by specific authonsation and licensing rufes 1f
the relevant reimbursement policy enables more people
to be offered access to wide-ranging medical services,
especially in the emerging economies, this could have a
more positive impact on revenue and earmings trends in
The Linde Group and the earmings trend In Linde AG than
1s being projected Infrastructure investment, progress
in medical dragnestic procedures and increasing wealth
in the emerging economies might also have a positive
impact on revenue and earnings irends

Opportunities resulting from innovation,
resegrch and development
A key element in Linde's business success 1s its ability to
bring innovations to the market which offer susiainable
value added Therefore, the Group s constantly working
onimproving the quality of its research and development
activities and Increasing the extent of its cooperation with
customers and partners A broader understanding of the
term “innovation” and the resulting culture 1s creating
scope for inngvation projects that form an addiional source
of mobilisatien for the company If even greater progiess is
made in this area than 1s currently anticipated, this could
mean that more new or improved products and services
will be launched onto the market or will become available
sponer than expected This might lead to an increase in
the revenue and earnings of The Linde Group and a more
positive earmings trend in Linde AG

Additional information about future RED opportunities
can be found INRESTARCI AND DEVELOPMINT PAGFS 76 10 78

Financial opportunities
Movements ininterest rates have an impact on Linde’s
finanaial result The Group keeps a close eye on eventsin
the international financial markets, in otder to rdentify and
respond swiftly to any opportunities ansing ser FINANCING
AND MEASURES 1O SAFEGUARD LIQUIDITY PAGES 68 10 69
Exchange rates also have an impact on Group revenue
and Group operating profit Currency differences arse
as a result of the translation of vanous local currencies
into the euro (the reporting currency) The greater the
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volatlity of the euro in relation to other currencies, the
more significant the impact 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 forecast, his could have a more positive impact on the
financial result and/or the revenue and operating profit
of The Linde Group and the earnungs of Linde AG than 1s
currently being projected

Opportumties in purchasing
Purchase prices also have an impact on the prohitabiity
of the Group This applies particularly to matenal groups
which are dependent on raw materials such as steel, alu-
minium and brass as well as on energy costs Linde pursues
a porifolio purchasing strategy across the entire Group
within the framewark of its High Performance Orgamisation
{HPO) concept, designed to achieve sustainable efficiency
gans, the Group has taken orgamisational measures and
has introduced improved peocesses in erder to continue
to improve 1ts purchasing performance and to make con-
trofs tn this area even more transparent In 2015, Linde
stabibsed its procurement activities primarily 1n “best cost
countries” fser Grossaryj at a hugh level, particularly m
India, Korea and China

If the measures introduced were to generate even
greaterimprovements than are currently anticipated, and/
ofif the cost of raw materials were to fall, this could have
amore positive iImpact on revenue and earnings trends in
The Linde Group and the earnings trend in Linde AG than
1s being projected

Opportunities arising from organisational
and process-related improvements
Consiant inprovements in binde’s business processes and
strict cost management help to ensure that the Group's
profitabilily and competitiveness continue to be strength-
ened tinde has established a hobstic concept which 1s
designed to achieve sustainable efficiency qains This
15 linked 1o measurable targets ser ourigox pacrs 108
1o 11o Linde sees the greatest potential for puimisation
in the supply chain of 1ts cylinder gas and liquefied gases
business as well as in the areas of purchasing and IT One
example of this 1s the standardisation and automation of
gas filling plants in various regions of the world

If Linde were to exceed its targels in conneciron with
etficiency gaens, this would have a more positive impact on
revenue and earmings trends in the Group and in Linde AG
than 15 being projected
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Opportumities orising from acquisitions

The takeover of Amencan HomePatient, which was com-
pleted with effect from 21 )anuary 2016, will strengthen
Linde’s presence 1n the homecare segment The Group
has a strong market position in the United States and
Europe, the most important markets tn this field Further
acquisitions in the regional industnal gases business orin
the healthcare sector could have a more positive impact
on revenue and earmings trends of The Linde Group and
Linde AG than 15 currently being projected

Risk management and
internal control system

Risk policy
Linde, a technology company with global operations, 15
exposed to 3 great variety of nsks n the course of its
international business A willingness to take entrepre-
neunal nsks enables the Group to exploit opportumities
as they anise Therefore, Linde deliberately accepts risks,
as long as they are reasonable and can be managed and
controlled, and bears such risks if they are expecied to
provide opportunities to create a sustainable increase in
shareholder value

In this context, the purpose of nisk management Is te
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 nisk management system
(Enterpnise Risk Management System or ERM system), the
basic prinaiples of which are laid down i1n Group guide-
fines and which 1s rewiewed in terms of effectiveness and
efficency at reqular intervals The ERM system has been
tatlored 1a suit Linde’s corporate structure and takes into
consideration not only economic nsks but also ecological
and soaal nsks

Enterprise Risk Monagement system
The key elements of the ERM concept are the nsk manage-
ment system and the internal control system, which are in-
terrelated The design of the systems is based on the Three
Lines of Defence Model (TLoD} fs¢f Gtossary}, proposed
in the recommendation 1ssved by FERMA [sfr 6Lo55ARY]
and the ECIIA fser Grossary} on the implementation of
Article a1 of the sth EU Directive, which seeks toprovide a
structured account of the interaciion between the various
actors in nsk management and internal control

The nisk management system focuses on the identifi-
cation and hand!ing of nisks It seeks to address not only
those risks that might afiect the viability of the Group as a
going cancern, as required by the German Law on Control
and Transparency in Business (KonTrag, sef i oss4ary), but
also all significant nisks for the Group The international
standard 150 31000/2009, which sets out best practice
for nsk management, forms the framework arcund which
Linde’s risk management system 1s built
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The aim of the internal control system 1s to prevent risks
ansing In the course of operations by adopting appropnate
controls, especially with regard to conformity with the law,
comphance with strategy, the quality of accounting and
reporting, the quality of processes and the protection of
assets Linde does not imit iiself to nsks that mght have a
direct impact on the net assets, finanaial position or results
of operations of the Group, but also includes nisks which
might have an indiwect impact on key financal figures, such
as nsks to the Group’s reputation Theanternal control sys-
tem comprises all the controls which are embedded in the
Group’s business operatigns The structure of the internal
control system 1s based around the globally recogmsed
framework published in 2013 by COSO (the Committee of
Sponsortng Grganisations of the Treadway Commission) and
entitled “Internal Control Integrated Framework”

Internal control system

The internal control system compnses general principles,
pracedures and regulations aimed at the organisational
implementation of corporate decisions Linde establishes
controls in the form of central guidelines, standards and
best practices These define the overall framework and
ltrmts within which operating business activities are to be
performed Guidelines, standards and best practices are
based on external requirements and wnternal corporate
targets, as well as r1sk assessments They are designed to
ensure that corporate deasions are adhered tp and that
all necessary measures are taken o prevent any risks to
the achievement of the corporate objectives in accordance
with the corporate strategy set by the management The
following guidelines, standards and best practices are
examples of components of the internal control system

— Compliance Management System (CMS) Linde imple-
ments g (MS, the main components of whech include
the analysis of comphiance risks, training sessions on
comphance guidelines and the monitoring of adherence
to processes and controls

— Guidehnes for antitrust law comphance The guide-
lines for antitrust law comphiance provide an overview
of the main principles of antitrust law The regulations
on how to deal with competitors form a key focal poant
These regulations are supplemented and set out in
greater detail in Best Practice Guidelines

— Anti-corruption compliance To avord the risk of cor-
ruption, Linde has introduced a Group guidehine on
how employees should deal with gifts, hospitality and
invitations In the Healthcare product area, these rules
are set out in greater detasl and supplemented by the
global Healthcare Compliance Guide

— Compliance guideline for business partners The
comphance guidehne for bustness partners states that
payments to business partners can only be made for
lawful activities So, for example, before a contract is
concluded, a review of the business partner must be
conducted based on certain criteria




LINDE FINANCIAL REPORT 2015

OPPORTUNITY AND
RISK REPORT

— Capital expenditure guidehne The decision and al-
location process for capital expenditure in the Group
Is centralised Each majeritem of capital expenditure
I1s approved by a central investiment committee and/or
by the Executive Board of The Linde Group

Treasury guideltne The Treasury guideline, which
applies worldwide, essentially addresses the finan-
aal nsks which may be encountered by a group with
global operations, such as counterparty nisk, hquidity
sk and risks arrsing from changes in interest rates
and exchange rates Clear guidelines are set for the
Gioup 1o minimise these risks and to manage them
actively A monthly report on these risks s produced
by the Treasury Committee, which is chaired by the
Chief Financial Officer

Purchasing guidehne Global purchasing activities
present stringent requirements sn terms of business
conduct Linde adheres to the prinaiples 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 all Group personnel In these rules, Linde
sets out princrples relating to business conduct and
the avoidance of conflicts of interest

Code of Conduct for Supplers of The Linde Group To
prevent the occurrence of ecological, socal and com-
phance nsks in the supply chatn, Linde introduced a
global Code of Conduct for Suppliers This has foermed
part of new contracts with supphers since 2013
Corporate Responsibihity Linde s committed to re-
sponsible behaviour in all its divisions In key aieas
such as safety and envirgnmental protection, Linde
has devised guidelines and standards which provide
concrete examples of how to incorporate the CR guide-
{ine into the Group's daily business
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Structure and responsibilities

Al the stait of the year under review, the refined organi-
salional model passed by the Executive Board came into
force It1s designed to lay the organisational foundation
for an improvement in customer focus and competitive
standing and to step up the focus on high-growth areas
The orgamsational changes also provided further details
on the interfaces and responstbilities 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
guidelines and standaids for the functional management
of Linde’s operating segments They support the operat-
Ing segments in the introduction and apphication of the
guidelines and standards

The Global Governance Centres are responsible lor
defiming company-wide standards and best practices for
the relevant areas within the Gases Division Operating
Segment Hubs (0S Hubs) at the interface between the
Global Governance Centres and the operating segments
use Imhatives 1o coordinate and support the implemen-
tation of the central requirements within the operating
segments of the Gases Division

The operating segments afe responstble for the im
plementation and ongoing application of control activi
ties These control activities are designed to ensure the
teliable implementation of the central requirements in
operating procedures

They must incorporate special reqional features, such as
local legal requirements, mto the internal control sysiem

The Corporate &Support Functions and Global Gov-
ernance Centres in {urn momitor, from the perspective of
the Group/the Gases Division, whether the controls ap-
plied in the relevant areas are approprate and efiective
in order to sufhiciently prevent the identified nsks from
matenahsing, of to identify and correct these nisks They
are responsible for resolving any weak points identitied
within the internal control system in a smitable manner

The Internal Audit department is responsible for re-
viewng the internal control system from a procedural
and funchional perspective The Corporate & Support Func-
tions, the Global Governance Centres and the aperating
segments have to use regular “self-assessments” to as
sess and document whether processes in the individual
functional areas comply with the rules and with secunty
requirements, and whether the controls implemented have
been effective Internal Audit is responstble for the coor-
dination and evaluation of this pracess
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Accounting-reloted iaternal controf system
The procedures for the preparation of the Group financial
statements are centrally defined, monitored and imple-
mented

Accounting and reporting guidefines which apply across
the Group set out the mumimum requirements for the local
units and ensure comphance with legal regulations and
the arucles of assoviation

Accounting transactions are recorded by the local
subsidiaries of The Linde Group In the 2010 financial year,
Linde started to concentrate some bookkeeping functions
n shared service centres in order to centralise and stand-
ardise 1ts processes Shared service cenires are now to be
found in Eusope 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

Thisinformation, recorded either locally or at the shared
service centres, 1s combined with supptementary infor-
mation into a Group reporting package and submiited by
the local umits using a standardised Group-wide report-
Ing system

The reposting and consolidation system 15 a fully
integrated system which not only collects 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 15 relevant to Finanuial
Control and other central departments All the consoli-
dation procedures are carned out centrally In particular
cases, such as the measurement of pension obligations,
external experts are used

The internal control system pracedures, which are
geared towards the proper preparation and rehabihty
of the Group accounting records, ensure that business
transactions are recorded on a imely basis in accordance
with fegal regulations and the articles of assocration and
that the records of these transactions are comglete They
also ensure that inventories are properly drawn up, and
that assets and habilities are appropniately recognised,
measured and disclosed The separatton of admimstration,
implementation, execution and authonisation functions
reduces the chance of fraud

The key controls used to ensure the proper prepasation
and reliability of the accounting records are

— automated controls, such as reconaliation routines re-
lating to the figures and systems access conirols based
on the authonsation concepi,

— manual conirols, such as vanance and trend analyses
based an defined key figures and comparisons with
budgei figures, as well as plausibility checks The relia-
bility of the accounting procedures 15 also underpinned
by monthly 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 adopted in
the European Union, the German Commeraat Code (HGB)
and other relevant regulations and laws

Risk management system
Structure and responsibiities
The centrak nisk management department, a Corporate & Sup-
port Function, 15 responsible for devising a standardised
Group-wide nsk management process and for risk seport-
ing Those with local responsibility for risk in the operat-
ing ynits are responsible for the implementation of the
cenirally devised nsk management process

Linde distinguishes between risks which relate to the
entire Group (Group n1sks and corporate nisks) and risks
ansing from the activities of the operating segments whose
impact and nsk management 1s hmited to certain operating
segments (business nsksy Group nsks and corporate nisks
are identified by membeis of the Executive Board and/
or heads of the Corporate &Suppert Functions and Global
Governance Centres, and are managed by the personnel
to whom the responsibility for those risks has been alla
cated Business risks are managed by those responsible
tor the operating segments in the divisions Theyidentity,
analyse, manage and monitor their risks on a reqular basis

To ensyre that standard procedures are apphed to the
identtfication and evaluation of business risks in the oper-
ating segments, the central nsk management depariment
provides those responsible with the nisk management tools
and methods they require It also coordinates the Group-
wide recording of all sigmificant nisks for the Group and
continues to develop the tools and methods required to
idenhfy and evaluate nsks

Risk identification, evaluation and management
At the very heart of all nsk management 15 a cychcal risk
management process, involving a series of steps from the
identification of 3 nisk, to the analysis, evaluation and
management of the risk

The management ieam of each operatng umit within
the Group identifies the main rtsks affecing that unst The
executives In the vanous units categonse each risk they
have identified and evaluate it 1in terms of critena deter-
mined centrally, including the potential impact of the nisk
on the Group and the expected probability of its occurrence
when analysing the impaci of the nisk, Linde considers not
only the impact on the results of operations, but also the
impact on non-manetary aspects such as safety, reputa-
ton and strategy when evaluating the potential impact
of risks and the expected probability of their occurrence,
the operating vnits use a standard scale devised by the
ceniral risk management department This scale has four
ditferent nsk ratings ranging from low risk to very hugh
nsk Each nsk 1s awarded a nisk rating on this standard
scale based onits potential impact and a nsk rating based
on the expected probability of s occurrence
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For each nisk, the next step for those in charge 15 to plan
the measures which can be taken to manage the fisk, so
that the nisk may be reduced to an acceptable level The
management of the nsk compuses a selection ar a combi-
nation of measures to avoid nisk, transfer nsk, reduce risk
and control nsk For each risk, responsibility for the risk
15 assumed by an individual appointed by management
This persen then assesses the sk on a regular basis and
monters any measures taken to manage the nisk

The operating units record the information gathered
by the nsk management process in nisk registers These
reqisters 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 nisks and determining the measures to
be taken to manage those nsks Whenidentifying risks, a
great vanety of areas which might entail nsk, both within
and outside the Group, are taken into consideration The
areas covered by the nsk assessmenis include not only
internal processes and resources as well as the economuc,
financial, legal and sequlatory envirgnment, but alse so-
c1al and ecologscal aspects

One particular taol which s designed to transfer risk
1S Insurance Linde has taken out appropriate insurance
against potential losses and habihty risks to ensure that
the potential financial consequences of any nsks which
have arisen are eliminated or imited The Group constantly
ensures that 1ts insurance s at the opumum level, based
on the specific requirements of the business units

Risk reporting
Risk reporting 1s managed by the central nisk management
department The units included in the risk reporting pro-
cess differ from those included in the consohdation for
accounting purposes in accordance with the IFRS to the
extent that nsk reporting apphies to all operating units
which are either fully consolidated or included in the Group
financial statements on a ltne by-line basis, and for which
the annual revenue exceeds a certan figure determined
internally In addition, other operating units which do not
meet the alerementioned cniteria may be included in the
nsk reporting precess on the basis of specific risk assess-
ments Uniform standards apply throughout the Group to
the reporting of the status of any significant nsks and any
changes in those nisks Local units make their risk reports
using Group-wide web-based reporting tools Moreover,
any nisks which anse unexpectedly or which have repet-
cussions for the whole Group are communicated directly
to the appropriate Group personnel, irrespective of the
normal reporting channels

Every guarter, the Executive Board is presented with a
nsk repoit prepared by the central nsk management de-
partment, which s then discussed at an Executive Board
meeting The Executive Board presents a report on the
nsk situation of the Group at the quarterly meetings of
the Audit Committee

The risk report submitted to the Executive Board com-
prses a description of the sigmficant Geoup, corporate
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and business nsks, as well as the corresponding nisk as-
sessments and the main measures taken 1o manage the
nisks 11 also includes a description of the activities of the
central sk management department

In order to assess the risks, the ratings regarding the
potential impact of the nsk and the expected probability
of its occurrence are reported These ratings are selected
by the employees responsible for risk in ine with the
standard scale of four ratings devised by the central nsk
management department

Audit
The internal audit department performs reviews at regular
intervals of the efficiency and effectiveness of the nisk
management sysiem and the internal control system Inde
pendent external auditors (KPMG AG Wirtschaftsprufungs
gesellschaft) also assess the eftectiveness of the early
recognition system for risks and submit regular reports
about the outcome of their reviews to the Group Executive
Board and Supervisery Board

KPMG AG Wirtschaftsprufungsgesellschaft also audits
the Group financial statements and performs a review of
the interim and half-year financial reports Operating units
which are matenal to the Group are also subject to a re-
view of audited by companies in the KPMG AG Wirtschafts-
prufungsgesellschaft network In the course of the audit
of the Group finanoial statements, key audit 1ssues are
atso regularly 1dentified and reported

Both the external auditors and the internal auditors are
involved in the testing of subsystems which are relevant
to accounting and reporting, such as the Treasury sys
tem and the bookkeeping systems of the operating units

Continuous improvement
Linde’s risk management system is forward looking It s
continuousty being improved in order to enhance s ef-
fectiveness

The company reviews all internal controls as and when
required, thus ensuring that processes are constantly
enhanced The accounting-related internal controls are
reviewed and optimised on a reqular basis to ensure an
efficient, functional process The chart of accounts used
throughout the Group, for instance, 1s adapted regularly
to meet new nternal or external requirements
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Risk areas

Risks which Linde considers significant and which might
have a relevani adverse impacl on The Linde Group and
on its net assets, financial posiion and results of opera-
tions, were they to occur, are described below

These compnse, firstly, individual Group & carporate
risks or business risks, which, irrespective of the probabihity
of their accurrence, have been allocated the hughest of the
four ratings in the rating scale in terms of their potential
impact Secondly, they compnise clusters of individual busi
ness nisks with the same cause which are not significant 1o
The Linde Group in terms of their individual rating for the
potential impact of the nisk, but might have a sigmificant
adverse impactf viewed as a nsk cluster and aggregated

Ta provide a better overview, the nisks are summarised
below by risk area Each nisk area hughlights the main di-
rect cause of the nsk A descniption is given not only of
the potential impact of the risk but also of the principal
strategies currently being employed to manage the nisk
(from a net perspective) Unless otherwise stated, the
nsks relate to alt segments, although the extent to which
they do so may vary

The order in which the risk areas are shown 15 based
on the Group's current estimate of the relative overall
impaortance of the risk area compared with the other nsk
areas, starting with the nisk area with the greatest rela-
tve importance This does notapply to the description of
the nisks within a nsk area The estimate of the relauve
importance of a risk area 15 based on a comprehensive
assessment of the total number of all the individual rnisks
included in the risk area and the ratings of those risks for
therr potential impact

Economic risks

Under economic risks, Linde incfudes risks ansing from
uncertainty in the global economy as well as customer and
sales nsks which relate to speafic customer or product
segments or sales markets

Risks associated with the global economy

As a company with global operations, Linde 15 dependent
on cyclical trendsin the glebal economy A number of nisk
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 debtin key European

ecocnonties, as well as in the US and major emerging mar-
kets Uncertainty regarding the nalure, scope and time of
structural reforms to reduce sovereign debt and generate
steady growth could put 3 damper on the investment cli-
mate and pose a sk to the forecast growth outlook in the
medium term The positive speaial effects on global eco-
nomic growth that are currently expected to matenalise in

the short term, mainly due to the general low interest rate

level, the low o1l price and the expansive fiscal policies,
could fuel further uncertainty regarding struciural reforms

The uncertain future contractual relationship between the
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United Kingdom and the European Umon, as well as the
related economic consequences, could alse have a neg-
atrve impact on the investment chmate and the growth
prospects for Europe

This yeas will also be charactensed by numerous eco-
nomic challenges The uncertainty regarding the stabity
of the positive growth outlook for the US and the future
monetary pohicy pursued by the US Federal Reserve, as
well asits impact on the currencies and economtes of the
emerging markets, are nsk factors far the global economy
fFollowing the key rate hike implemented by the Federal
Reserve in December of last year, it 1s not yet clear whether
or not, and to what extent, central banks in other coun-
tries will also raise their interest rates this year 1n order
{o prevent large-scale capnal outilows Interest rate pol-
iy measures could put the economies of these countries
under pressure and result in increased volatiity on the
financial markets, with a potentizl negative impact on
the glebal economy

The nisk of a more pronounced growth stowdown than
expected on the Astan and other high-growth markets,
as well as the possibility of a continued weak economic
environment in the South Pacific reqion, could have a
negative impact on the global economy

Further economic nisks could arise from the uncertain
pohtical development of the world’s geopalitical crisis
spots In particular, the global increase in the nsk of ter-
rorism could prompt short-term economic slumps

These economic risks and the further development
ot ol pnices are interrelated On the one hand, a low ol
price could help to stimufate the economy, particularly
in Europe’s expori-oniented countnes On the other, sus-
tained low o1l prices, or a further drop in o1l prices, could
further exacerbate the general reluctance to invest in
the energy sector, particularly in those countnies that are
heavily reliant on oIl This would, inturn, have a negative
impact on the providers from the industnalised natigns
A pralonged phase of low ol prices would increase the
nsk of mounting insolvency rates among fracking com-
nanies in the US or state bankruptaies, both of which
would have a negative impact on the hnanciat markets
and the global economy

Should the global economy weaken significantly, there
would be the threat of lost sales, a potennal lack of new
business and an increase in the nisk of bad debis in the
operating business due 1o the increasing inabibity of cus-
tomers 1o make payments

Inits function as the parent company of The Linde Group,
Linde AG holds investments in Group compantes The car-
fying amounts of these investments run the nisk of a dimi-
nution 1n value should the economec situation ar exchange
rates of these Group companies change for the worse
This scenano might have an adverse impact on the net
income for the year of Linde AG

Linde operates in many counteres and regions, supply-
wg almost all industry sectors Because of the hugh level
of diversification of 1ts end customers, both i terms of
sector and geographical situation, Linde 15 not exposed 10
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the volatility of a single end customer market The impact
of indwidual risks an the Group 1s reduced as a result of
Linde’s dual focus on its gases business (which comprises
3 wide vanety ot application areas) and plant construction
{withits 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 15 exposed o
the risk of losing market share 1n all product areas, which
may in turn result i a fall in revenue and profit Increased
campebtion 1s to be seen in markets with good growth
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 gvernding strategy1s to counter the nisks asso-
ciated with competition by constantly conducting analyses
of the market enviranment, 115 situation in relation to the
competition and the legal framework in each business
segment and reqion The Group obiains vital information
about customer requirements by mantaining regulas con-
tact with customers, reinforang its proximity to the mar-
ket Linde uses the information it receives to develop and
supply products and services tailored to sut the needs of
the market and 1o enhance its competitive position and
continue to raise its market profile

In the case of industrial gases, for example, Linde 15
able to stand out from the competition as a result of its
techmcal expertise with gases applications and its profile
as an Integrated provider of gases and engineering services
which can offer vanipus construction and operating models

Moreover, Linde 1s continuing with the nigoarous im-
plementation of its schemes to reduce ¢osts and improve
the efficiency of its processes, with the aim of enhancing
its competitiveness

tn plant construction, experts from Linde’s Engineenng
and Gases Divisions have been worktng on enhancing the
compelitiveness of the plant portfolio by adopting even
greater standardisation and modulansation

In the cyhnder gas business, a modular, scalable ptant
programme for filling plants was developed This should
make 1t possible in future to use a modular approach lo
adap! filling plants to suit a vanety of market conditions,
so 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
15 the automation of the various filling plant modules
which 1s currently being reatised in a number of global
projects in order le ultimately build a fully automated
filling plant

Sales risks in the Healthcare product area

In the Healthcare produci area, cost pressure in the health-
care sector and the current trend towards outsourcing
by government agencies and health insurance funds
means there 1s a greater risk that the planned growth
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and profitability targets cannot be met These factors are
espeaially 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 mnovative
products and services which take account of the increas
ing downward pressure on costs in the heaithcare sector
These include, for exampie, 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
treat homecare patients more efftciently These innova
tions are also promated by conducting specific healthcare
customer surveys on a requiar basis Linde has also used
targeted acquisitions to smprove 1ts cost structure

Customer and sales nsks associated with the
commercialisation of new customer projects

and existing projects

Customer and sales risks asseaiated with both the commer
cialisation of new customer projects or follow-up projects
and existing projects cannot be eliminated, especially in
the growth markets There might be technical or economic
reasons on the customer side or In the sales markets which
could require changes being made 10 the project or con-
tract, as aresult of which it may not be possible to produce
the quantities onginally assumed in the business plan in
full er it may only be possible to produce such quanuties
behind schedule This might give rise not only to uneco-
nomic production processes, but also to significant adverse
variances fram budgeted cash flow, thereby yeopardising
the revenue and earnings targets attached to the invest
ment To ensure that cnitical shaortfalls are identified and
remedied at an early stage, Linde has tntroduced project
priontisation and additional project management meas
ures Moreover, the Group has taken steps to ensure that
all relevant parties are involved in the risk assessment be
fore the project commences Close customer refaisonships
and market observation, also duiing the project term, help
ensure that any problems can be solved in partnership
with the customer earty on

Sales risks associated with

sustained low o1l prices

Ol prices staried falling continually from the summer of
2014, a trend that took the markets completely by surprise
Particularly for the Engineening Division, the uncertainty
regarding the further development in the oll price poses a
nsk to the achievement of shart term order intake targets
Potential customers in the petiochemical and natural gas
processing iIndustry could well postpone their investment
plans further if the chimate of uncertamty continues When
it comes to Integrated gases projects in the energy secier,
the reluctance to invest among customers is also a nsk
that affects the Gases Division In the plant construction
sector, tinde aims to it any negative impact by making
the most of downiurn phases to improve project execution
processes for the next upswing
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Risks associated with the

provision of services

Risks associated with the provision of services compnise all
those risks ansing from processes taking place at the op-
erating sites of Linde’s divisions, including the distribution
of products and refated legistics services These include
safety nsks durning the production process, production risks
such as machinery failure, plant breakdowns and capacity
bottlenecks, project nsks i plant construction and nisks
associated with preducts and services

Safety nsks
The manufactuning of products and construction of plants
by the Group may entall nisks associated with the produc-
tton, filling, storage and transport of raw materials, goods
or waste These nsks, 1f not handled appropniately, might
lead to personal injury, damage to propesty or environ
mental damage, which in tuen might result in business
interruptions, monetary penalties, compensation pay-
ments or environmental clean-up costs The reputation
of The Linde Geoup could also sutfer if any such event
were to occur

unde strives to be a leader in the areas of safety, health
protection and environmental protection All these as-
pects are integrated into 1its management sysiems The
Group-wide SHEQ (Safety, Health, Environment, Quality)
function manages the centinuous precess of improvement
in these areas

One of the Group’s main preventive strategies I1s en-
suring hugh safety standards for production processes and
service processes Processes with a particularly high expo-
sure to risk have to comply with strict safety requirements
One of the ways Linde dealt with this was to develop
and intreduce @ Major Hazards Review Pragramme fhis
programme 1s used for the sysiematic evaluation of risks
which might lead to acadents or damage to property or
to the environment it helps the Group minimise the nisk
of incidents that might occur i the salety levels being
maintained 1 its processes were inadequate and 1t 1s
constantly being updated so as 1o address polential new
nsks Inthe Engineenng Division, Linde also places great
emphasis on the uniform integration of safety, health
and environmental protection and quality into plant con-
struction and project execution pracesses By applying
clearly-structured process-based management standards,
the Group ensures that relevant aspects, from the engi-
neening design to the assembly and commissioning of
the plants on the project sites, are planned, implemented
and monitored

Ansk to Linde’s employees and to the net assets, finan-
aial position and results of operations of the Group is alse
posed by natural disasters, pandemics and tersonst or other
criminal attacks These nsks may also have an indirect
impact or Lindeif the Group's customers are significantly
afiected by any of them

unde addresses these nisks, which are covered in some
cases by insurance, via Crisis and Business Condinuity Man-
agement Inthe business units, under the direction of the
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Group-wide SHEQ function, local nisk reduction measures
and contingency ptans are implemented The aim 15 to
minirmse 3s far as possible the potential consequences of
serious events and 10 ensure the fastest possible return to
nermal operations, even in the case of highly improbable
evenis or losses of a grave nature

Production nsks
A business interruption at one of Linde’s main plants or at a
customer’s on site plant could adversely affect the results
of operations and reputation of the Group This would be
particularly true if the interruption 1o the business were to
be caused by an acaident which also resulted in personal
injury or damage te the environment

Therefore, Linde gives high priority 1o measures de-
signed to prevent business interruptions These include,
in pariicular, the monitoring and maintenance of plants
s¢ that such incidents may be aveided, and the provision
of spare parts of strategic importance If, despite these
preventive measures, a business inierrupiton should occur,
the Group has supply networks operating between 1ts pro-
duction plants so that any business interruption would have
only a imited effect or no effect at all on its customers

In the hquefied gases and cylinder gas product area, the
key plants are storage faalties and filling plants Many of
these plants are also important legistics and distribution
centres for whole reqions, supplying gases from nearby
production plants to customers and distnibution partners
The availability of storage facihties and filling plants en-
sures high standards of delivery, short delivery imes and
minimal transport costs i each region A business inter-
ruption at one of the Group's main plants might therefore
have an adverse impact on varous products and a number
of different customers in a requon Strict compliance with
quality and safety standards and environmental protec
tign standards during the manufacture, storage, transport
and use of Linde’s products 1s an important element in the
avoidance of businessinterruptions Moreover, the modular
construction of the sites and theur fitting out with abundant
andversatile filling systems contribute %o the robustness of
the sites and their processes As with on-site plants, Linde
also has a supply network in most regions with filling plants
which would help to reduce or avoid the negative impact
of a business intesruption on a particular site
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Project risks in plant construction
Complex major plant construchion projects pose particular
problems for risk management The Group's Engineenng Di-
vision handles sigmificant contracts which may be worth
several hundred million eures and where construclion
may take a number of years

Typically, the division is involved in the design and
construction of turnkey plants Potential nisks may anse
as a result of the costings and execution of such complex
projects which are subject to uncertainty Risks may in-
clude unexpected technical problems, supply bottlenecks
and quality problems with supphiers of major components,
unforeseen developments durning on-site assembly and
problems with partners or subcontractors Such risks may
cause project delays and cost overruns To manage the
nsks in plant constructien, Linde applies methods, already
in the tenderning phase, to assess the tmpact on the profit-
atility of a large-scale project of potential variances from
budgeted cost for individual components The Group con-
ducts simulations of the opportunities and nsks associated
with each project using numerical methods of analysis By
continually monitoring changes in parameters alongside
the pragress of the project, Linde 15 ahle to identify poten-
tal project nisks at an early stage and 1o take appropriate
measures to counter them These risk management 1ools
are constantly being updated and modified to meet the
increasing demands of the market

Risks associated with products and services
Risks associated with producis and services may in extrame
cases result in consequences such as potential iabihty
claims, the loss of customers or damage to the Group’s rep-
utation Principal possible causes of nisks assooiated with
products and services are product defects or aninadequate
level of customer care when Linde 15 providing services,
especially in the Gist dwision or Healthcare product area
Linde counters such nsks by maintaining the safety
and high quality of 1ts products, praduct information and
services To ensure that products are safe, risk manage-
ment s based on the concepl of product stewardship The
potential hazards and risks that might anise for human
beings and the environment from a product dunng its
Ife-cycle are analysed and the relevant potenual risk 15
determined Linde takes the measures which are necessary
to avoid the risks which have been identified or, 1f that
15 not possible, to reduce the risks to an acceptable level
Product stewardship begins at the moment when key
raw matenals and supplies and services are puschased
The Group favours suppliers who aim to achieve the same
high standards in occupational safety, health pretection,
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 place
Customers are also involved in safely management In
the Gases Division, Linde conducts customer screenings
for critical products pnor o delivery These investigations
aim to minimise the risks which might arise from improper
handling of the Greup’s gases or chemicals

100

Linde continually updates its product safety informatien,
such as proeduct safety sheets The Group takes account
of national and international guidelines such as REACH
(Registration, Evaluation, Authonsation and Restriction of
Chemicals) and GHS {Globally Harmonised System of Clas
sification and Labefling of Chemicals) If, despite all these
precautions, problems should anse, the Group's emergency
teams are on stand-by to provide support

To ensure the highest possible levels of satety for pa
tients over the entire life-cycle of Linde’s pharmaceutical
products, such products are momtored on a continuous bass
using the vigilance Signal Detection System [ser 610ssARY]
Regular analysis 1s perfermed on the safety of pharmaceu-
tical products in Periodic Safety Update Reports (PSURS)
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Financial market risks and country risk
Financial market risks
Due to its global operations, Linde 15 exposed to a num-
ber of financial market nsks In particular, these include
counterparty nsk, hquidity nsk and risks ansing fram
movements in tnterest rates, share prices and exchange
rates These nsks continue fo be monitored very closely,
given the uncertainty in the financial markets, especially
1n the eurozone

The basic strategies for the management of interest rate
nsk, currency risk and hguidity sk and the objectives and
principles governing Linde’s financing are determined by
the Treasury Committee, led by the Chief Financial 0fficer
This commitiee usually meets once a month and comprises
representatives from Corporate & Support Functions Treas-
ury and Accounting & Reporting

One of the main ¢ntena for the management of coun-
terparty nsk s the credit rating of the counterparty The
Group also momitors changes in other relevant capital
market parameters, such as movements in credit default
swaps [ser 6iossARy] of in the market capitalisation of
counterparties Trading and position imits are defined on
this basis Reqular 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 conclude
Credit Support Annexes (or C5As) with therr principal banks
Under these agreements, the positive and negative fair
values of denvatives are collateralised with cash on a
regular basis by the contracting parties This significantly
reduces counterparty risk

with regard to the management of hquidity nsk, Linde
has for years pursued a prudent and conservative policy
of salequarding hquidity As in the past, 1t has continuved
to have access to the capital markets in the 2015 financial
year In addition, the eur 2 5 bn syndicated credit facihity
which serves as a liquidity reserve and 1s 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 penod for
which the facility 1s available As aresult, Linde has access
to agreed unutiised financing commitments of eur 2 5 bn
available untl 2620 whech are provided by an international
banking group This diversification of financing sources
ensures that a concentration of nsk in the area of liquid-
ity 15 avoided

tnterest rate nisk anses as a result of fluctuations in
interest rates caused by the markets These fluctuations
atfect both the inteiest expense borne by The Linde Group
and the fair value of financial instruments Interest rate
sk 1s centrally managed On the basis of the operational
business model and using the resulis of sensitivity and
scenario analysis, the Treasury Committee determines
ranges {or the frixed floating ratio of the financial hiabili-
ties and in the main currencies Euro {eue), British Pounds
(o8P}, Us Dollars (use) and Australian Dellars (aup) Group
Treasury manages the rates within the agreed ranges and
submuts reports to the Treasury Commatiee about the meas
ures iImplemented Methods of hedging exposure to the
risk include entering into trading transactions with banks
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(short-term, medium-term and long-term interest rate de-
rivativesy and using lang-term fixed-interest bonds and
loans 1n 2015, on average s2 percent of the exposure of
the Group was financed at fixed rates, while at year-end
the figure was 7 percent

In the case of exchange rate risk, it 1s important to
differentiate between operational transaction nsks,
which are the result for example of supply contracts for
individual transactions or projects spread across differ-
ent currency zones, and translation rnisks Translation
nisks anse from the currency translation of the financial
statements of subsidiarnies where those subsidianes have
a functional currency other than the Group reporting
cufrency

Busmness operations and financing activities which are
not in the local currency inevitably lead to foreign cur-
rency cash flows The Group guideline states that individual
business umts must monitor the resulting transaction risks
themselves and agree appropnate hedging transactions
with Group Treasury, based on predetermined mimimum
hedging rates, provided there are no other reasons not
to hedge the exposure in this way

Translation nisks are hedged within authornised ranges
It should be observed that the {ranslation nisk arses in
respect of operating profit and /or revenue only when the
finanaial statements of Linde's subsidiaries are translated
into the reporting currency (Eur) The use of financial de-
nvatives and, as aresult, being prepared to accept consid-
erable volatihty in the financial result at the level of the
profit for the year may however have a mitigating effect
on this nsk In the Graup's view, 11 15 therefore not possi-
ble to make a meaningful hedge against the exposure to
this particular nisk On the other hand, Linde does hedge
against the exposure to currency-related tluctuations in
net asset values at Group level

Hedging decisions are made according to the nisk strat-
egies of the Treasury Commuttee Forward exchange trans-
achians, cress-currency interest rate swaps fsef 610S54RY],
currency options and foreign currency loans are all used
here The main currencies are US Dollars (usp), British
Pounds {Ger), Australian Dollars (aup) and some Eastern
European, South Amenican and Asian currencies tn the
Gases Division, the Group also uses finanoial instruments,
especially to hedge against exposure to changes in the
price of electnaty, natural gas and propane gas

In the project business in the Engineering Division,
foreign currency rnisks are reduced as much as possible
by natural hedges for exampte, by purchasing supplies
and services in the currency of the contract Any foreign
currency amounts gver and above this are fully hedged
as soen as they arise, generally by entertng inte forward
exchange transactions

Finanuing and hedging decisions are based on the finan-
oal information obtained from the Group’s treasury man
agement system and 1ts financial and hquidity forecasts
These are embedded in the general finanual reporting
system, whrch s also used in the areas of Financial Contral
and Accounting & Reporting
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with regard to the arganisation of the Treasury depart-
ment, the principle of segregation of duties between the
front, middle and back offices 1s ngorously observed and
maonitored throughout the risk management process This
means that there 15 a stnct personal and orgamsational
separation between the dealing, the processing and the
verfication of a inancial transaction Linde uses a treasury
management system to implement, record and evaluate
transactions Treasury operations are subject to regular
internal and external audits, generally once a year For
turther information, seF NOTF [29] OF 1iiE NOTES TO THE 6ROUP
FINANCIAL STATFMENTS

In certain countries, compames in The Linde Group
have defined benefit commitments 1o thewr employees
under occupational pension schemes Depending on the
structure of the schemes, one off payments may be made
or the employees may be entitled 1o a pension for life
with an annual increase which may be vanable or infla-
bion-linked As aresult, the Group is exposed te risks aris-
ing from unexpectedly high rates of inflation or increases
in life expectancy

The amount of the obligation 1s the actuarial present
value of all pension commtments and s expressed as the
Defined Benefit Obhigation (DBO) under IFRS The amount
of the obligation is subject te annual changes in the valua-
tion assumpttons, especially those relating to the discount
rate and the rate of inflation This gives nse to interest
rate nsks and inflation risks

In most pension schemes, the obligation 1s covered by
assets which are maintained separately The worth of the
pension assets 1s subject to fluctuations in the fair value
of those assets e g bonds and shares Therefore, Linde
1s exposed to market risks, especially interest rate risks,
spread nsks and equity nisks

The nsks relating to pension obligations an the one
hand and pension assets on the other, and therefore to
the net funding position of pensions, are quantified and
evaluated on a regular basis by Linde There 15 a natyral
confhict between a signuficant reduction of the nsk and
the achievement in the long term of the return on assets
required 1o keep pace with the potential increase in the
obhgation

As a guideline, the Executive Board defines rnisk toles-
ance at Group level Measures designed to modify scheme
structure are coordinated by ihe Global Pension Committee
and implemented 1n the focal pension schemes The impact
of various scenanos such as high rates of inflation, reces-
sion or deflation on the net funding position of pensions s
analysed and incorporated into invesiment decisions The
Group Investment Panel for Pension Assels assesses the
long-term opportunities and risks associated with various
assel classes and makes decisions or recommendations
regarding the investment strategy of the major pension
schemes The investment panel 1s chaired by the Chief Fi-
nanctal Otficer and receives advice from external experts
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Country nisk
A fundamental risk for Linde, as for all companies, 1s posed
by potential radical changes in the political, legal and
social envirgnment Potential risks that Linde rmight en-
counter 1n different countries as a global corporation in-
clude the nationalisation or expropriation of assets, lega!
nsks, the prohibition of capital transfers, bad debts with
government institutions, war, terronst attacks and other
unrest Political unrest and wars may also be the cause
of indirect nisks {(economic nsks, project risks and risks
associated with commercialisation), as a result for exam-
ple of political and economic sanctions which may extend
beyond the borders of the actual region in crisis For ex
ample, the current conflict between Russia and Ukraine
might have an impact on Linde’s plant censtruction n
Russia, leading to delays or cancellations relating 1o the
implementation of existing projects There could also be
an indirect negative impact on Linde companies in other
coauntnes n the Gases Division and 1n other markets in the
Engineerning Division 1f Linde customers were to change
therr plans as a result of the unrest or due to the potential
escalation of sanctions

Theie 1s the fundamental nsk that embargoes are
agreed for certain countnies in which Linde operates, which
could have an adverse impact on existing trading relations
or tnvestment plans which are in place even before the
embargo comes into force To manage these risks, Linde
employs risk assessment tools to evaluate the Group’s sk
situation n terms of the impact of risk on its net assets,
financial pesition and results of operations and to ensure
capital adequacy and cross-barder financing at optimal
levels of nsk At the same time, individual capital expend-
iture projects are evaluated for political nsk, and target
returns on investment are set accordingly On the basis
of this evaluation, the nsks are covered, if appropnate,
by German government guarantees for direct foreign in-
vestment, taillored insurance solutions of similar financial
Instruments avallable in the market Counterparty risk for
export business 1s also assessed, and imited if necessary
by hedging instruments such as Hermes guaraniees
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Regulatory and legal risks

Regulatory nsks

Changes in the requlatory environment might have a
negative impact on Linde's costs and mternational com-
petitiveness Examples of this are the design of the EU
Emissions Trading Scheme and the extra burden being
placed on energy-intensive industnal gases production
by the increase n electricity prices as a result of addi-
tional statutory levies

In the Healthcare product area, which 1s largely state-
requlated, requlatory changes might also pose risks to
Linde which have been descnbed in the section on eco-
normuc risks above

The Group 15 also atfected by measures being taken to
regulate the international financial markets In a variety
of junsdictions, Linde must comply with comprehensive
rules and reporting requirements when processiag financial
transactions Breaches of these rules and requirements
may incur significant penalties from the relevant super-
visory authonittes Examples which could be quoted here
are the Dodd Frank Actin the United States and Furopean
Market Infrastructure Requlation (EMIR)

Linde counters these nsks by conducting a continuous
forward-locking observation and analysis of the legal en-
vironment in the vanous business units and by developing
the systems required In addition, the measures described
in the section on risks assaciated with competition (which
are designed to ensure constant customer contact and the
development of innovative products and services) contrib-
ute towards a reduction in the potential adverse impact
of changes in the regulatory enviconment

Legal risks
with 115 international eperations, The Linde Group 15 ex-
posed io numerous legal risks These may include, in par-
ticular, nisks relating to product habihity, competition and
antitrust law, export control, data protection, patent law,
procurement law, tax teqislation and enwironmental pro-
tection The outcome of any currently pending or future
proceedings can often not be predicted with any certainty
Legal or regulatory judgements or agreed settlements might
give nse to expenses which are not covered, or are not
fully covered, by insurance benefits These expenses might
have an impact on the Group’s business and its earnings

Certaincompaniesin The Linde Group are party to var-
10us legal proceedings in the ordinary course of business
The outcome cf the hitigation te which Linde Group com-
panies are party cannot be readily foreseen, but Linde
beheves that such hitigation should be disposed of with-
out matenial adverse effect on its fingncial position or
resulis of gperations

Prior to the current accounting peniod, the Brazihan
compelition authonty 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 1o Judrral review
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Certain subsidianes in The Linde Group are party to lawsuits

in the Umited States, including some 1n which claims for

damages in high amounts have been asserted, for alleged

injurtes ansing 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 htigation

experience to date, together with current assessments of

the clatms being asserted and apphicable insurance, Linde

believes that the continued defence and resolutton of the

welding fumes litigation will not have a maternal adverse

effect onthe financial position or results of operations of
the Group Nonetheless, the outcome of these cases 15 in-
herently uncertain and difficult to predict The subsidiaries

have insurance that covers most or part of the costs and

any judgements associated with these claims The legal

actions descnbed above are those currently considered

to involve major legal nsks They do not necessanly 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-growing economres

Achieving the growth targets entails risks both within
and autside the Group Risks anse on the one hand from
uncertainty about the future evolution of these growth
ateas, which are influenced by political, socal, legal and
economic factors

On the other hand, there are also risks associated with
the internal measures adopted by the Group to achieve tts
targeis These include siralegic imiiatives, e g the expan
sion of the preduct portfolio, acquisition and tnvestment
projects and dealing with a broader understanding of the
term “innovation” The nisks associated with such projects
are principally the result of the uncertainty attached to as-
sumptions about the future development of the underiying
business model and to the amount of the net investment in
an acquisition project or the net cash inflow from annvest-
ment preject Investments in tangible assets, acquisitions
and sales are discussed and approved by the investment
commttee o at meetings of the Executive Board At the
beginning of the project, careful consederation 1s given to
the assumptions about the project, the feasibility of the
project and the specific nsks attached to that project The
Group evalvates, for example, country nsk and currency nsk,
the credit ratings of indiwidual customers and trends in the
local {gases) markets, as well as the underlytng terms and
conditions of the contract and the cost of the invesiment

In addition, the Executive Board, the Supervisory Board
and Group management personnel hold regular meetings
to evaluate the extent to which targets associated with
strategic imtiatives have been achieved and then imple
ment any corrective measures required This also involves
Linde paying close attention to global economic trends, 50
that it can take the necessary sieps {0 adapt to changing
conditions, by adjusting the umeframe or geagraphical
apphcation of its targets
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Overexposure to 3 single (€gion, customer segment of 3
particular technology might, for example, have an adverse
impact on binde’s net assets, financial posttion and results
of operations and on its future growth prospects if the
assumed overall circumstances change, 1 e 1n a situation
where economic conditions worsen or customers fall ta
extend their contracts To counter this nsk, the Group ap-
plies portfolio management to define and monitor target
ranges for its investments Inaddition, Linde’s integrated
business model means that it 1s in a position to offer its
customers different construction and operator models and
thus to manage its concentiation s1sk

Purchasing and supply chain risks
A key element in the success of the business units 15 the
ready availabihty of products and services purchased by
Linde, which must be of suitable quality, and obtainabte
i appropriate quantities at pnces in line with market con-
ditions This applies not only to certain gases which Linde
does not produce atself, but also in particular to matenal
groups which are dependent on raw materials such as
steel, alumimium and brass as well as energy

Toreduce nisk, Linde pursues a portfolio strategy across
the entire Group This strateqy 1s organised on the basis of
defined groups of matenals, which are used to categonse
all products and services Reviews are performed for each
group of matenals to ascerlain secunty of supply, any
dependence on suppliers and the supplier portioho The
Group develops appropriate purchasing strategies using
the category management method fser ciossary) The
global purchasing orgamsaticn and the regionat and local
purchasing organisations are involved in this process, from
the development of strategy 1o its implementation in the
relevant country, so that the information available abowt
local 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 support the purchasing crganisations

In addition te adopting purchasing strategies based
on groups of matertals, Linde 15 continuing to optimise
1ts supplier portfolio and the contract status of 1ts sup-
pliers so as to mimmise purchasing risks For products
and services where the price depends to a great extent
on volatile pomary markets, the cost risks are mnimised
by using time-optimised agreements An example of this
15 the purchase of eneigy On the purchasing side, the
impact of pnice volatility nsks relating to the procure-
ment of electrioty 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 nsk
quideline which determines the ranges for price hedging
over the next few years Compliance with the guideline
1s momtored by a global committee Data transparency
1s estabhished by means of a professional IT tool for the
energy trade Furthermore, on the sales side, due to the
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amount of energy consumed in sndustnal gases produc-
tion, fluctuations 1n the price of electricity and natural
gas are passed through to customers using appropriate
price formulas

when Linde purchases gases, It counters procurement
nsks and price nisks by means of strict techrical apportion
ment {(purchase, own production or purification of gases)
and geographical distnbution Unforeseen tfuctuations i
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 1f it has not alse
entered into carrespending agreements with customers
Linde has established management processes to identify,
evaluate and, If necessary, imit such nsks

Risks may anse for The Linde Group if long-term pro-
curement contracts are not matched by sales contracts
coverning a similarly long penad The risks of fluctuations
indemand and prnices on the szles side are therefore con
sidered by Linde before it enters into long-term purchase
contracts

IT risks
Many processes n the Linde organisation are dependent
on the reliability of the IT Infrastructure, software applica-
tions and data Therefore, breakdowns orinterruptions in
the relevant systems or data loss generally have a negative
impact on business processes of production Longer-term
shutdowns or critscal data loss could adversely affect the
net assets, financial position and results of operations of
the Gioup Breaches of data pratection rules, unauthor-
1sed data retneval or the loss of personal data or sensitive
carporate data might result in compensation claims, pen
alty charges, competitive losses and long-term damage
to reputation and a loss of confidence 1n the company
The current state of the existing security measures s
monitored via a Secunty Reporting process and is reviewed
by the IT internal audit department and external IT audi-
tors These reqular assessments and audits wdentify any
amendments and improvements that might be required,
thus contnbuting to continuous, sustainable improvement
In the effectiveness of the security measures The protec-
tive measures have been combined to form a mulu-stage
deience of the systems and data agatnst attacks from
outside (malware infection, cyber attacks, invasion at-
tempts} Aninternal process i1s used on a regular basis to
identify sensitive applications and (T infrastructures which
are then subjected to special penetratton tests with the
help of external experts There are also speufic protec-
tive precautions for the networks to reduce the nisk of a
compuler 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 trafiic in the networks in
order 1o pinpoint the possible start of a malware infection
In erder to ensure that systems can be restored within a
reasonable period in the event of catastrophrc failures
or data loss, business relevant applications run in global
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data centres that back the data up to remote locations
Emergency recovery plans are tested on a regular basis
to make certain that they are workable

The Group 1s continually adopting measures 1o keep
the current IT landscape {(including software applications)
techmcally up to date, based on a long-term programme
of consolidation This will make a stgmficant contnbution
towards ensuring information secunty and the proviston of
adequate support for the Group's business processes To
counter the risk that insuffecient resources and expertise
will be available to maintain company-specific apphca-
tion software developed in-house {(which might mean, in
the worst-case scenano, that business-cntical 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)
15 @ major strategic company Inttiative with the aim of
achieving synergy effects thanks 1o the global standardi-
sation of business processes within The Linde Group There
are some project nsks attached to the project, due to
its stze and to the fact that some of the applications are
business-cnitical and will be affected when the projeciis
implemented In the current roll-out phase of Linde Tem-
plate to the operating units, there 1s the nsk that, when
the changeover from the current processes 1o the 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 ceunter this nisk, the imtiative 15 being in-
troduced sequentially in different countries Mareover,
in each country where the changeover 1s taking place,
change management techniques will be used to Involve
the persannel responsible in planning and preparing for
It before the operation actually commences The Group
will therefore be able to benehit from the expernience 1t
has acquired in countries which bave already adopted the
new Linde Template

Personnel risks
The success of the Group 15 dependent on the commitment,
moiivation and skills of its employees and executives The
principal nsk factors associated with attracting well-quali-
fied staff and ensuring their leng term loyalty to the Graup
are 1he ever-increasing shortage of skilled personnel and
hierce competition in the labour market Competition for
employees of the right calibre 1s now becoming even more
Iniense, especially in the Asian markets

The volatile and demanding market environment
means that Linde needs to have the abilty to make con-
stantimprovements in its processes and to act swiftly to
adapt 1ts organisational structure to keep up with rap-
idly changing industry requirements Eachindividuzl em-
ployee has to be ready and willing 1o embrace change
This attitude 15 an essential prerequisite for the successiul
implementation of the processes of change For Linde,
maintaining a relattonshup with employee representatives
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and trade unions which is based on mutual trust and
constructive cooperation plays a particularly significant
role here

To address these risk factors, the Group 15 adopting a
holistic approach towards attracting and supporting s
employees The approach is based on Linde’s corposate
culture and corporate values, which seek to stnike a bal-
ance between trust and supervision and which focus on
employee development The Group places special empha
s15 anits employees assuming personal responsibility and
thinking and acting in an entrepreneunal way

In past years, Linde has paid particular attention 1o
well targeted succession planning for management po
sitions, 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
aspects of Linde’s management development programme
are the variety of opportumities on offer for professional
development, the pravision of support and adwice to target
groups, mentoring and ceaching programmes, the eaily
identification and advancement of high achievers and
those with pelential, and attractive temuneration pack-
ages in hne with market rates

Linde’s statf development schemes is supplemented
by extensive opportunities 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
engineerng in pasticular, further enhancing its attractive-
ness as an employer

Linde also trains graduate engineers on university
courses with a work experience element and 1s dealing
with the shortage of engineers by continuing to develop its
own In-house training schemes By applying these meas-
ures and collaborating 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 to innovate 1s key to the success of a tech-
nology company such as Linde The Group's research and
development activities focus not onty on improvements in
existing customer processes, but also on new technologies
and gases applications which may ferm the basis for future
business success Linde 1s concentrating in particular on
the following growth areas energy and the envirenment,
metallurgy, food, health and new matersals One key aspect
for Linde 1s a broader understanding of the term “innova-
tion” and the promotion of a comprehensive innovation
culture This also includes organisatronal development, 1 &
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 efficiency and customer focus of
internal corporate processes, allowing Linde to set atself
apart from the competition

Innovative projects differ from normal capital expendr-
ture projects because of thew novelly Generally, the mose
innovative the project, the greater the risks attached
to it Despite the great opportumties for growth which
may be presented by the activities of Linde’s research
departments, there 1s 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 te proceed for techno-
logical, economic, legal, patent law or safety reasons The
coltaboration with research and development partners can
give nise 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 nisk that competitors might
develop new technologes faster orin 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 nsks
throughout the entire innovation process, from the gen-
eration of 1deas to the profitable marketing of innovative
products and services, Linde has taken organmisational
measures to improve the use of mnovative power and
competencies on the applicaiton development rise and
to pursue an even more systematic approach to devel-
oping opportunities The area of innovation has been
combined across the Group in the Corporate & Support
Function Technology & Innavation (T &1) This unit mon-
itors major technologecal trends, checking continually
whether innovative 1deas within the Group are a gooed
fit with Linde’s overall strategy and have the potential
to generate profitable growth This work s supported by
cooperation with leading companies and universities and
by strategies to protect the Group’s intelleciual property
1&1 also coordinates Linde’s particspation 1n the work
of standard-setting bodies and associations and its rep-
resentation on many relevant industry committees, such
as those concerned with hydrogen technotegy The Group
1s actively involved in the development of future stand-
ards, as the marketing of innovations may depend on
comphance with those standards The Corporate & Support
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Funchion T&1 s also respansible for apphcation devel-
opment, which is embedded in the operating segments,
ensunng the necessary degree of proximity 1o customers
Company-wide imtiatives, in the area of digitalisation, for
example, are also managed centrally by this department

Environmental risks

Asdiscussed in the section on Safety risks above, the Group’s
various operating processes in particular are also associated
with risks which might lead to environmental damage Linde
understands and knows about the environmental impact
of its processes and 1s therefore 1n a position 1o develop
and implement plans to limit and control such effects The
Group focuses in parircular on reducing emissions and on
making continual improvements to 11s operations o ensure
the efficient use of resources, materials and energy Linde s
involved, for instance, tn improving the energy efficiency of
its production plants and in igreasing the performance of
its transpori fleet However, the possibility that the Group's
activiies might lead ta environmental damage or that re-
mediation works might cost more than osiginally budgeted
cannot be completely ruled out

Tox risks

As a group with global operations, Linde 15 governed by
the tax rules and regulations applicable in each country
m which 1t operates When tax rules change, this may re
suft in a hugher tax expense and the need to make higher
tax payments Inaddition, changes in tax legislation may
have a significant impact on the Group’s tax receivables
and tax liabihties as well as on its deferred tax assets and
deferred tax habilities Moregver, uncertainty about the
tax envirgnment in some regions may restnct the Group's
opportunities to enforce its nghts under the law Linde also
operates in countnes with complex tax requlations which
could be interpreted in different ways Future interpreta
tions of these requlations and/or changes in the tax system
might have an impact on the tax habiities, profitability
and business operations of the Group Linde 1s regularly
audited by the tax authorities in various jurisdictions Tax
risks which might anise from the issues discussed above are
identified and evaluated on an engoing basis by the Group
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Executive Board summary
of the risk situation
The three major nsk areas for the Group continue to be eco-
nomig risks, nsks associated with the prowision of services
and financial markei and country risks As far as the nisk
categories of moderate relative sigmificance are concerned,
strateqic nisks moved down the rankings year-on-year to
tall behind regulatery and legal nsks, while procurement
and supply chain nisks moved up two positions, overtaking
IT nsks, since the previous year

when 1t comes to 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 categonesn the middle and at the bottom of the
rankings are very close to each other in terms of their
ranking, the risk situatien for Linde on the whole has not
changed 1o any considerable degree compared with the
previous year

Given the nsk mapagement procedures in place, the
Executive Board has not «dentified any nsks in the 2015
financial year which might, individuaily or n total, have
an adverse impact on Linde’s net assets, financial position
and results of operations and thereby on the wiabibty of
Linde as a gaing concern

If there were to be a change 1n circumstances, risks
which are currently unknown or deemed to be immatenial
might gain in importance Linde has made the organisa-
tional arrangements necessary to ensure that 1t becomes
aware at an early stage of any apparent changes i risk
situatrons and makes an appropriate response to such
changes
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OUTLOOK

Macroeconomic trends

As of January 2016, econonmsts are expecting a simifarly
low level of grawth in the global economy in 2016 as was
achieved in 2015 However, the outlook remains highly un-
certain and dependant on vanous opportumties and risks,
some of which emerged already in 2015 Firstof all, there
are developments in the emerging markets The Chinese
government)s still faced with the particular challenge
of driving ahead with the country’s current economic
transformation without allowing any majer inefficien-
cies to creep in Another challenge refates to economic
developmentn Brazil and Russta in 3 complex political
environment These two countries, ike other emerging
markets, are heavily rehant on oil price developments,
which will remain a focal 1ssue in 2016 Any ncrease or
decrease 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, 1t1s this volabiity and unpredicta-
bility that affects the investment plans in many industnes
Last but not least, the central banks have a key role to
play Eveninthe uncertain growth enviconment that this
year will brning, they will have to maintain investor trust
regarding sigmifrcant monetary 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
geopolitical tensions as well as possibie new trouble
spots could further negatively affect the economic de-
velopments 1n 2016

Against this background, Oxford Economics (OE) 1s
currently predicting growth in global real gross domes-
tic product (GDP) of 2 6 percent in 2016, following a nse
of 2 s percent in 2015 Global industniat production {IP)1s
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 15 set for another year of below
average growth

If additronal negative developments emerge in 2016, it
may be the case that the growth engines we could usu-
ally rely on in the past stop working Oxford Economicsis
expecting considerable vaniations in economic trends in
different regions of the world for 2016 In the EMEA region
{(Europe, Middle £ast, Africa), economists are expecting an
Increase In economic output of 19 percent, a solid growth
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compared 1o the zo15 result (1 5 percent) OF 15 prediciing
an increase of indusinal production by 16 percent 1n 2016
(2015 10 percent)

In Western Europe and the Euro area, the economy 15
expected to continue its path of fragile recovery OE s
forecasting a GDP growth of 1 & percent for Western Europe
in 2016, which 1s shightly hsgher than the grow:h seen Iin
2015 (17 percent) The growth forecast for the Euro area is
18 percent 1n 2016 (2015 15 percent) The positive economic
trend 1n Germany should accelerate further in 2016 Here,
a GDP growth of 2 1 percent s expected (2015 15 percent)

In the Middle East and Eastern Europe regien, a diverg-
ing development is expected In 2016 In the Middle East,
economists are predicting a GDP growth of 1 9 percent,
lower than what had been achieved in 2015 (31 percent)
InEastern Europe, GOP 15 expected to recover to a growth
of 12 percent (2015 -0 6 percent) Russia Is expected to
experience anpther year of recession with a GDP growth
of 10 percent ()P -0 4 percent) For South Africa, Oxford
Economucs 1s expecting a shight improvement in the eco
nomuc climate with a GDP grewth rate of 1+ 7 percent {2015
14 percent)

Grawth in the Amenicas regien Is expected to be at
18 percent (2015 15 percent) and s 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 highhght
the assumed strength of the domestic economy Oxford
Economics 15 predicting a GDP growth rate of z 4 percent
in the US in 2016 (2015 2 4 percent), while industrial pro-
duction s expected to increase by o 4 percent only This s
alarge drop compared to the previous year (2015 13 per-
cent) which already was well below the rate achieved in
2014 (3 7 percent)

For South Amernica, economists are forecasting only a
minor improvement in 2016 The still negative trend s driven
by the ongoing recession in Brazil GDP 1n South America
1s expected to decline by 10 percent (2015 -2 0 percent)
Industrial production 1s expected to shnink by 11 percent
(2015 -4 8 percent) The recession in Brazil is expected 1o
continue 3s 2016 GDP 15 expected to decline by another
2 6 percent In addition to the fall by 3 7 percentin 2015 In
the absence of sigmificant pelicy change the situation in
Branl will not fundamentally smprove in the next years

As In previous years, the strongest growth rates in zo1s
are once again expected in the Asta/Paafic region O Is
forecasting that economic cutput in this region will nise
by 5 4 percent (2015 5 5 percent) Industnal production
1s expecied to increase by a 8 percent (2015 a4 2 percent)
within the Asia/Pacific region, it 1s anticipated that China
and India will have the fastest rate of growth GDPin China
15 expected 1o grow by 6 3 percentin 2016, marking another
year of slow deceleration (2015 & 9 percent) Industnal
production 1s forecast to increase by 4 o percent (2015
59 percent) These trends are forecast under the condi-
tion that the government will remain capable to deal with
the challenges refated 10 a smocth transition towards a
more consumer driven economy and avoid a “hard-landing”
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scenano For India, Oxford Economics 15 even expecting
2 GDP growth rate of 74 percent (same as 10 2015} and a
growth of IP by 6 5 percent (2015 4 7 percent}

Australbian GDP 1s expected to increase by 2 7 percent
N 2016 (2015 2 4 percent) A decline in miming investment
over the next few years 1s, however, also expected to put
pressure on growth m the manufacturing industry

The economic forecasts presented here afe based on
the dataset from Oxford Economics as of 14 January 2016

Industry sector outlook

Goses industry

The forecasts for global economic develepment suggest
that growth rates on the global gases market in 2016 will
be roughly on a par with 2015 - although this outlook
remains overshadowed by considerable nsks while the
market environment In Europe 1s expecled Lo improve
shghtly, the growth outlook for the sector in the emerqing
economies has clouded over shghtly The shght slowdown
in the industrnal economy in the US and the subdued in-
vestment chmate for new large scale projects in the oil
and gas, chemicals and steel sectors are kely to influence
the market enviconment The healthcare secter remains
charactenised by cansiderable growth potential, although
price pressure continues to mount

Plant construction
Due to the low oif prices, sector experts predict that the
willingness to invest will remain volatile of weak on the
international market for large-scale plant construction in
2016 Competitive and price pressure will continue o rse
due to the smaller market volume on the whole

The trends seen in recent years will continue 1n 2016
Theseinciude the glabal increase in energy requirements,
the constant nise in the demand for environmentally
frnendly technologies and the increased focus on uncon-
ventienal sources of energy

Outlook - Group

In the hght of the macroeconomic trends and industry
sector outlook descnbed above, and adjusted for currency
effects, Linde expecis a Group revenue performance 1n
the range of -3 percent to +4 percent in the current 2016
financial year As far as Group operating profit s concerned,
Linde also expects a currency-adjusted development in the
range of -3 percent 1o +4 percentin the 2016 financial year

The currency-adjusted growth forecast 1s based on
Group revenue and Group operating profit in2015 It needs
ta be taken into account, however, thal 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 dallar, 8ritish pound, Chinese renminbi, Aus-
trahian dellar and South African rand, in particular, proved
1o be very volatile Currency transtation effects resulting

Forward exchange rates lor the end of 2018
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from the conversion of the individual currencies into euro
as the reporting currency have a sigmificant impact on rev
enue and earnings Taking the fareign exchange rates as
at January 2016" as a basis, forinstance, 2015 Group rev-
enue would have amounted to Eur 17 470 bn and Group
operating profit to Eur 4 025 bn

Linde 1s seeking to achieve a return on capital em-
ployed {ROCE)of around 9 percent in the 2016 financial year

N8 A description of the Group’s medium-term tar-
gE(S 15 glven INTARGETS AND STRATEGY OF THE LINDF GROUPFP
PAGFS 47 TG 49

Outlook - Gases Division
The development of the product areas within the Gases Di-
vision depends on varigus factors Linde’s sofid on-site
project pipeline will make a positive contribution to the
revenue and earnings developmentin the zo1s financial
year Inthe iquefied gases and cyhinder gas product areas,
business performance depends pnimanly on the macro-
economic trends The Healthcare business will continue
to make a positive contribution to revenue development
Nevertheless, the revenue contribution in 2016 will be
much lower than n 2015 due to state price cuts for ser-
vices 1n the US Healthcare business At the same {ime,
price adjusiments mean that earmings in this product area
are likely to decline

Depending on the general conditions as described
above and on econemic developments, Linde 1s looking
to achieve the following targets in the Gases Division In
the 2016 financial year The currency adjusted revenue 1s
to 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 profitis expected to range
between -1 percent and +¢ percent

The margins of the indwidual segments (EMEA, Asia/
Pacific and Americas) are expected (o be around the
same a5 those achieved 1n 2015

Outlook - Engineering Division
The market environment in the international market for
large-scale plant construction 1s expected to remain ex-
tremely volatle in the current year 2016 Although Linde
can fall back on a solid order backlog, the positive reve-
nue contnibutions from these orders will not yet have a
full impact 1n 2015 due to the project struciure

Linde therefore expects the Engineenng Division (o
achieve revenue of betweentur 2o bnand evr2 4bnin
the 2016 financial year and anticipates an operating mar-
gin of around 8 percent
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Capital expenditure

Linde's investment strategy largets opportunmties which
offer above average growth rates The Group will continue
to pursue the same approach m the 2016 financial year
Based on the invesiment decisions it has already made
and the great number of invesiment opportunities stll
avatlable, Linde expects the investment ratio in the Gases
Division in zo1s to correspond to between 11 percent and
12 percent of the revenue, 1 e down on the level for the
2015 financial year {investment ratio 2015 12 4 percent)

Financing

in the 201s financial year, Linde will continue to apply
1ts strategy of safeqguarding liquidity and maintaining
long-term financing Depending on developments in the
financial markets and the growth opportunities availa-
ble, Linde continues to regard 2 s as the upper hmit for
its dynamic indebtedness factor (net financial debt 1o
operating profit)

The profitable growth defined by the Group's medi-
um-term targets should continue to be financed mainly
by the cash flow from operating activities Linde intends
to use the cash flow remaiming after deducting capital
expenditure to cover 1ts financing costs, future rises in
dividend paymentis expected at the current time and the
systematic repayment of its financial debt

Dividends

Continuity and prudence will remain the mostimportant
critena for Linde’s dvidend pohcy in future As in previ-
ous years, the Group will generally determine the level
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
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Outlook - Linde AG

forLinde AG, the parent company of The Linde Group, net
income for the year s the core performance indicator ser
NET ASSFTS FINANCIAL POSITION AND RESUITS OF OPERATIONS
OF LINDE AG PAGES 73 10 75 Invesiment income for the
year 15 the figure which has the greatest influence on this
petformance indicator

Based on the prevailing macroeconomic and sector spe
ahic situation which has been described in detail above,
the Group expects an improvement in the net income for
the year of Linde AG of around s percentin 2015, compared
with the higure for 201s

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 notto be understocd 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 significantly
from the statements relating to the future Linde has no
plans to update 11s statements relating to the future, nor
does it accept any obligation to do so




LINDE FINANCIAL REPORT 2015

DECLARATION ON
CORPORATE
GOVERNANCE IN
ACCORDANCE WITH
§ 289a OF THE
GERMAN
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OUTLOOK <108

DECLARATION ON 111
{ORPORATE GOVERNANCE
IN ACCORDANCE WiTH
§ 2893 OF THE GERMAN
COMMERCIAL CODE (HGB)

TAKEQVER RELATED »112
DISCLDSURES

The Executive Board and Supervisory Board of Linde AG
approved the prescribed declaration pursuant to §1s1 of
the German Stock Corporation Act (AktG) on the recom-
mendations of the German Corporate Governance Code and
made it accessible to the shareholders on a permanent ba-
515 The Declaration of Compliance has been pubhished on
the Internet at www LINDE COM/DECIARATIONOFCOMPLIANCE

The Dedlaratron on Corporate Governance can be found
on the Internet at www tiNDF COM/CORPORATEGOVERNANCE

more information about corparate governance at Linde
1s given in the section entitled Corporate Governance on
paGrs 14 10 27 of the Annual Report
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TAKEOVER-RELATED
DISCLOSURES

Capital subscribed

Information about the composition of capital subscribed
1s given in voif [22) of the Notes to the Group finanaial
statements

Restrictions affecting voting rights

or the transfer of shares

In the zoo7 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 millien subscripion rights can be issued If members of
the management board or certain lower-ranking executives

subscribe far 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 subjectto a two year lock up penod

Under this share option scheme, subscrniption nghts have

been issued in each of the years 2007 to 2011

Shareholdings exceeding 10 percent

of voting rights

Linde AG1s not aware of any direct or indirect shareholdings
which reach or exceed 10 percent of the voting rights

Shares with special nghts
There are no shares with special rights which confer powers
of control on the holder

Method of controlling voting rights if
employees hold shares and do not exercise
their control nghts directly

Employees who hold shares in Linde AG exercise their
contrgl nights directly like other shareholders in accord-
ance with legal regutations and the rules set out in the
articles of asseciation

112

Legal regulations and rules set out in
the articles of association governing
the appointment and removal of members
of the Executive Board and changes to
the orticles of association
The members of the Executive Board are appointed and
removed by the Supervisory Board in accordance with
§§ 84 and as of the German Stock Corporation Act (AKLG)
and §31 of the German Codetermination Act (MitbestG)
Appointments are for a maximum term of five years n
15 permissible for members of the Executive Board 1o be
reappointed or for their term of office to be extended, al
though 1n each case for a maximum peniod of five years
Pursuant to §31 of the German Codeterminatien Act (Mit-
bestG), the appointment of a member of the Executive
Board requires at least a two-thirds majorily of the mem-
bers of the Supervisory Board

Accarding to Article 51 of the articles of association,
the Executive Board consists of several members The
Supervisory Board determines the number of Executive
Board members According to Article s 2 of the articles
of association, the Supervisory Board can nominate one
of the members of the Executive Board as Chawwman of
the Executive Board and one as Deputy Chairman The
Supervisory Board may revoke the appoaintment of a mem
ber of the Executive Board or the nomination of one of
the members of the Executrve Board as Chairman of the
Executive Board if there 15 good cause to do so pursuant
1o § 84 (3) of the German Stock Corporation Act (AktG)

Changes to the articles of association require a reso-
lution to be passed at the Annual General Meeting In ac-
cofdance with §t119 (1) No s and §179 AKLG Resolutions
at the Annual General Meeting require a simple majority
of the votes cast, as set out in Articte 13 2 of the articles
of association and, If a majonty of shares 1s required, a
simple majority of the shate capital represented at the
vote, as long as mandatory legal rules do not require a
different majenty According to Article 9 5 of the articies of
association, the Supervisory Board is authorrsed to make
amendments to the articles of association concerning only
the form of wards used

Powers of the Executive Board to issue

and repurchase shares

information about the powers of the Executive Board to
1ssue and repurchase shares 1s given in wo7s (227 of the
Notes to the Group financial statements
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Significant agreements relating to o change
of controf subsequent to a takeover bid
If there 15 a change of control, the hybnd bonds issued in
2006 may be called in and repaid early

In the fingnaal years 2007 to 2015, Linde AG 155ued
benchmark bonds under 1ts eur 10 bn Debt Issuance Pro-
gramme, either itself or via Linde Finance B v Under the
terms and conditions of the bond 1ssues, 1n the event
of a change of control, the bond crediter may demand
immediate repayment (f the change of control leads to
withdrawal of the rating or to a reduction in the rating
10 or below certain rating levels for unsubordinated un-
secured habilities

There are also other sigrificant financing agreements
in place, each of which includes specific rules which ap-
ply tn the event of a change in control These rules set
out, In particular, the duty to provide information to the
contracting party, as well as the cancellation rights of the
contracting party

There are customer contracts with clauses which grant
the customer speaial cancetation rights in the event of
a change of control If these spectal cancellation rights
are exercised, the contracts provide ter appropnate com-
pensation

Under the terms and conditions of the Linde Lang 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 to the share options 1ssued in 2012 to 2015
are that, in the event of a change of control, cancellation
rights apply, which means that options may be setiled in
cash i an amount to be determined

Compensation arrangements made by the
Company with members of the Executive
Board or with employees which will apply
in the event of g fakeover bid

If there 15 a takeover of Linde AG and the employment
coniracts 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 hmit A more detailed description of the
effect of the rules on change of control on Executive Board
members Is given in the Remuneration report

13
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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
PROFIT OR 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 a good
2,700 employees Linde intends to use the acquisition to

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 healthcare services sector and
to generate further synergy potential with the existing
uncare business The purchase price was uso 225 mbefare
purchase price adjustments Since the acquisition date (s
50 close to the date on which the consohdated financial
statements were drawn up, no further conclusive infor
mation 15 available

Moreover, effective 17 February 2016 Linde sold 40 1 per
cent of 1ts shares in binde-Huayr (Chongaing) Gases Co, Ltd,
which s held in the Asia/Pacific segment, te the minonty
shareholder, thus handing over its majority stake in the
company within the meantng of IFRS 10 After the sale
Linde still holds a stake of 19 ¢ percent and continues to
have significant influence within the meaning of 1AS 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 on 17 February 2016
The sale mainly comprises the deconschidatien of hydrogen
ptants and associzted financial habihties

No other significant events occurred for The Linde Group
between the balance sheet date and 19 February 2015

GEORG DENDKE
[MEMBER OF THE EXECUTIVE BOARD]

BERND EULITZ
[MEMBER OF THE EXECUTIVE BOARD)

SANJIV LAMBA
[MEMBER OF THE EXECUTIVE BOARD]
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GROUP STATEMENT
OF PROFIT OR LOSS

EVENTS AFTER THE <114
BALANCE SHEEY DATE
GROUP STATEMENT OF 116

PROFIT OR LO5S
GROUP STATEMENT OF »117
COMPREHENSIVE INCOME

E 31 GROUP STATEMENT OF PROFIT OR LO5S

fn EUR Nole 2015 2014
Revenue [8]] _ 17544 17,047
Cost of sales 11,575 11,297
GROSS PROFIT 6,369 5,750
Marketing and selling expenses 2,711 2,476
Research and development costs 132 106
Administration expenses 1,664 1,488
Other operating income 81 an 486
Other pperating expenses [9] 252 303
Share of profit or loss from asseciates and joint ventures (at equity) 12 22
EBIT _ 2,043 1,885
Financial income [11] 42 50
Financtal expenses [11] 439 415
PROFIT BEFORE TAX 1,646 1,520
Income tax expense [2]] _ 394 358
PROFIT FOR THE YEAR 1,252 1,162

attributable to Linde AG shareholders 1,149 1,102

attnbutable to non controlling interests 103 60
Earnings per share in eur - undiluted [13] 619 594
Earmings per share in tur - diluted 13} 618 591
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GROUP STATEMENT
OF COMPREHENSIVE
INCOME

GROUP STATEMENT OF <116
PROFIT OR LOSS

GROUP STATEMENT OF 117
COMPREHENSIVE INCOME

GROUP STATEMENT OF »118
FINANCIAL POSITION

E32 GROUP STATEMENT OF OTHER COMPREHENSIVE INCOME

InEUR m, SEE NOTE [22] 2015 2014
PROFIT FOR THE YEAR 1,252 1,162
OTHER COMPREHENSIVE INCOME (NET OF TAX) 622 147
ITEMS THAT WILL BE RECLASSIFIED SUBSEQUENTLY TO PROFIT OR LOSS 609 648
Unrealised gains/fosses on available-for sale financial assels -7 -10
Unrealised gans/lasses an hedging instruments ~477 -650
Currency translation differences 1,093 1,308
{TEMS THAT WILL NOT BE RECLASSIFIED SUBSEQUENTLY TO PROFIT OR 1055 13 -501
Remeasurement of defined benefit plans 13 -501
TOTAL COMPREHENSIVE INCOME 1,874 1,309
attributable to Linde AG shareholders 1,747 1,185
attnibutable to non controlling interests 127 124
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GROUP STATEMENT
OF FINANCIAL
POSITION

GROUP STATEMENT OF <117
COMPREHENSIVE INCOME

GROUP STATEMENT OF 118
FINANCIAL POSETION

GROUP STATEMENT OF =129
CASH FLOWS

E33 GROUP STATEMENT OF FINANCIAL POSITION

n EUR m Note 31122015 371122014
Assets

Goodwill [14] 11,604 11,055
other intangtble assets [14] 2,760 2,922
Tangible assets [15] 12,782 12,151
Investments in assouates and joint ventures (at equity) [16]| 242 240
Other financial assets [16] 57 85
Receivables from finance leases 18] 217 248
Trade receivables [18] 2 3
Other receivables and other assets [18] 426 549
Income tax recervables [18] 9 3
Deferred tax assets [12] 327 306
NCGN-CURRENT ASSETS 28,426 27,562
Inventories [17] 1,241 1,155
Receivables from finance leases [18] 52 50
Trade receivables [18] 2,724 3,061
Other receivables and other assets e8]l 778 723
Income tax recewvables Da]| 277 216
Securities ft9] 421 521
Cash and cash equivalents [20] 1,417 1,137
Non-cutrent assets classified as held for sale and dispoesal groups [21] 1 -
CURRENT ASSETS 6,921 6,863
TOTAL ASSETS 35,347 34,425
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E34 GROUP STATEMENT OF FINANCIAL POSITION

inEURmM Note 317122015 31122014
Equity and habilities

Capital subscribed 475 4715

Conditionally authorised capital of EUR 57 m (2014 EUR 62 m) .

Capital reserve 6,736 6,730
Revenue reserves 7146 6,564
Cumulative changes in equity not recognised through the statement of profit or loss N -363
TOTAL EQUITY ATTRIBUTABLE 7O LINDE AG SHAREHOLDERS [22] 14,578 13,406
Non-controlling Interests [22] 8N 861
TOTAL EQUITY 15,449 14,267
Provisions for pensions and simifar obligations [23] 1,068 1,265
Other non-current provisions [24] 530 492
Deferred tax habilities [12] 1,750 1,726
Financal debt [25] 8,460 8,562
tiabilities from finance leases [26] 55 51
Trade payables [27] 3 2
Other non current hiabilities [27] 247 648
NON-CURRENT LIABILITIES 12,713 12,746
Current provisians [24] 1,08_2 1,012
Financial debt [25] 1,023 1,294
Liabihties from finance leases [26] 23 23
Trade payables [27] 3,223 3,485
Other current habilities [27] 1,255 1,073
Income tax payables [27] 568 525
Liabiities in connecttan with non current asselts classified as held for sale -

and disposal groups {21] 4 -
CURRENT LIABILITIES 1,185 7,412
TOTAL EQUITY AND LIABILITIES 35,347 34,425
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IN GROUP EQUITY

E35 GROUP STATEMENT OF CASH FLOWS

in EURm, SEE NOTE [30] Note 2015 2014
profit before tax 1,646 1,520
Adjusiments to profit before tox to toltvlote cosh flow from operoung octivities

Amortisation of intangible assets/depreciation of tangible assets [14], [15] _ 1,89 1,959
Impairments of financial assets {16} 16 1
profit/Toss on disposal of non current assets -9 =27
Net interest 1] 366 368
Finance income arising from finance leases in accordance with IFRIC 4/1AS 17 f11] 18 19
share of profit or loss from associates and joint ventures (at equity) [16] -12 ~22
istnbutions/dividends received from assaciates and joint ventures [16] 22 15
Income taxes paid [12) -533 -599
Changes in assets and liabilities

Change ninventories [17} -45 -23
Change in trade recevables [18] M -214
Change 1n provisions [23], [24] -22 3%
Change in trade payables [27] -191 299
External funding/allocation to plan assets re defined benefit plans [23] - -300
Change 1n other assets and habiliies __160 14
CASH FLOW FROM OPERATING ACTIVITIES 3,593 3,001
payments for tangible and intangible assets and plants held under finance leasesn

atcordance with IFRIC 4/1A5 17 -1,8%4 -1,957
Payments for investments in consolidated companies I3] -113 -65
payments for investments in financial assets -76 -52
Payments for investments in seculities [19] _ =953 -656
Proceeds on disposal of secunties [19] 1,052 306
Proceeds on disposal of tangible and intangible assets and amortisation of receivables

from finance leases in accordance with IFRIC 4/1AS 17 88 151
proceeds on disposal of consolidated companies and from purchase price repayment claims 1 99
Proceeds on disposal of non-current assets held for sale and disposal groups [21] 12 42
Praceeds on disposal of financial assets 88 69
CASH FLOW FROM INVESTING ACTIVITIES -1,795 -2,063
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E36 GROUP STATEMENT OF CASH FIOWS

inEURm, SEE NOTE [30] Note 2015 2014
Dividend payments to Linde AG shareholders and non controliing interests [33] ~701 -645
Cash outflows for the purchase of own shares [22] - -5
Interest received [11] 182 168
Interest paid [11] -546 ~526
Proceeds of loans and capital market debt [25] 3,150 3,003
Cash outflows for the repayment of loans and capital market debt [25] -3,580 -2,976
tash outflows for the repayment of hiabilities from finance leases [26] ~24 -21
CASH FLOW FROM FINANCING ACTIVITIES -1,519 -1,002
CHANGE IN CASH AND CASH EQUIVALENTS 279 -64
OPENING BALANCE OF CASH AND CASH EQUIVALENTS {20] 1,137 1178
Effects of currency translation 3 23
Cash and cash equivalents reported as nan-current assets classified as held

for sale and disposal groups [21] -2 -
CLOSING BALANCE OF CASH AND CASH EQUIVALENTS [20] 1,417 1,137
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=37 STATEMENT OF CHANGES IN GROUP EQUITY

InEURmM, SEE NOQTE {22] Copital subscribed Capital reserve

AT 0101 2014 475 6,712

Profit for the year - -

Other comprehensive income (net of tax) - -

TOTAL COMPREHENSIVE INCOME - -

Dividend payments - -

Changes as a result of share option schemes - 18
Repurchase of own shares - -
TOTAL CONTRIBUTIONS BY AND DISTRIBUTIONS TO OWNERS OF THE COMPANY - 18

OTHER CHANGES - -

AT 3112 2014/01 01 2015 475 6,730

Profit for the year - -

Other comprehensive income {net of tax) - -

TOTAL COMPREHENSIVE INCOME - -

Dividend payments -

changes as a result of share option schemes - 6
TOTAL CONTRIBUTIONS BY AND DISTRIBUTIONS TO OWNERS QF THE COMPANY - 6
OTHER CHANGES - -
AT 3112 2015 475 6,736
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Cumulative changes in equn;y not recognised through
p

Revenue reserves the stotement of profit or loss
Total equity
Remegsurement Currency attributable to
of defined transiation  Avairlable for-sale Hedging tinde AG Non controlling
benelit plons  Retained earnings differences finoncial ossets Instruments shateholders wnteresls Total equity
-482 7,005 -1,179 14 2N 12,766 820 13,586
- 1,102 - - - 1,102 60 1,162
-498 - 1,240 -9 -650 83 64 147
—-45%8 1,102 1,240 -9 -£50 1,185 124 1,309
- -557 = - - -557 -88 -645
- - - - - 18 - 18
- -5 = - - -5 - -5
- -562 - - - -544 -88 -632
- -1 = - - -1 5 4
-980 7,544 61 5 -429 13,406 861 14,267
- 1,149 = - - 1,149 103 1,252
14 - 1,066 -6 -476 598 24 622
14 1,149 1,066 -6 -476 1,747 127 1,874
- -585% - - - -585 -116 -701
- - - - - 6 - &
- -585 - - - -579 -16 -695
- 4 - - - 4 -1 3
~966 8,112 1,127 -1 -905 14,578 871 15,449
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E 38 SEGMENT INFORMATION

Segments

Gases Division

inEURm, SEE NOTE [31] 2015 2014
kRevenue from third parties 15,157 13,966
Revenue from other segments 1 16
TOTAL REVENUE FROM THE REPORTARLE SEGMENTS 15,168 13,982
OPERATING PROFIT 4,151 3,835
Restructunng costs (non-recurring item) 160 64
Amortisation of intangible assets/depreciation of tangible assets 1,863 1,937
EBIT 2,128 1,834
Capital expanditure (excluding financial assets) 1,881 1,850
0 EUR m

Revenue from thard parties

Revenue from other segments

TOYAL REVENUE FROM THE REPORTABLE SEGMENTS

QOPERATING PROFIT

Restructustng costs (non-recurring tem)

Amortisation of intangible assets/depreciation of tangible assets

EBIT

Capitat expenditure (excluding financia! assets)
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Segmenlts
Engineering Oivision Other Activities Reconcliiation Group
2015 2014 2015 2014 2015 2014 2015 2014
2,188 2,516 599 365 - - 17,944 17,047
406 590 __ B 2 -425 -508 - -
2,594 3,106 607 567 ~-425 ~608 17,944 17,047
216 300 44 62 -280 -277 4,131 3,920
30 - - - 2 2 192 66
41 35 30 33 ~-38 -36 1,896 1,969
145 265 14 29 ~244 ~-243 2,043 1,885
32 41 20 13 3 10 1,936 1,954
Segments
Gases Division
EMEA Asta/Pacific Americas Total Gases Division
2015 2014 2015 2014 2015 2014 2015 2014
5,984 5,969 4,130 3,792 5,043 4,205 15,157 13,966
26 n 27 20 140 109 n 16
6,010 5,980 4,157 3,812 5,183 4,314 15,168 13,982
1,790 1,778 1,063 1,010 1,298 1,047 4,151 3,835
87 38 40 17 _ 33 9 160 64
688 565 584 6451 591 627 1,863 1,937
1,015 1,075 439 348 674 41 2,128 1,834
895 946 186 413 600 511 1,881 1,890

125




LINDE FINANCIAL REPORT 2015

SEGMENT
INFORMATION

E39 REVENUE BY LOCATION OF CUSTOMER

inEUR m 2015 2014
Europe 6,574 6,560
Germany 1,305 1,261
UK 1,698 1,559
Asia/Pacfic 4,950 5,079
China 1,199 1,299
Australia 1,121 1,124
North Amerlca 5218 4,238
USA 4,691 3,734
South Amenca 663 623
Africa 539 547
GROUP REVENUE 17,944 17,047

£40 NON-CURRENT ASSETS BY LOCATION OF COMPANY

infURm 2015 2014
Europe 10,840 10,458
Germany 1,262 1,198
UK 1,585 1,544
Asia/Pacific 8,135 8,076
China 1,641 1,616
Australia 1,246 1,310
North America 7,161 6,406
USA 2,749 2,411
South Amenca 17 4n
Afnica 593 707
NON-CURRENT SEGMENT ASSETS 27,146 26,128

The Inlormation disclesed by country extlodes goadwill
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Notes to the
Group Financial
Statements

PRINCIPLES

[1] Basts of preparation

The Linde Group 15 an international technology group
which operates across the giobe The parent company
of The Linde Group 15 Linde Aktiengesellschaft The reg-
1stered office of Linde AG)s 1n Munich, Germany (Munich
Commeraal Register, ref HRB 169850)

The consalidated financial statements of Linde Aktien-
gesellschaft for the year ended 31 December 2015 have
been prepared n accordance with International Financial
Reporting Standards (IFRS) i1ssued by the International
Accounting Standards Board (1ASB) as adopted by the
European Unicn pursuant to EU Regutation No 1606/2002
of the European Parliament and the Counall on the applica-
tion of Internatipnal Accounting $tandards in the Eurapean
Union The consolidated financial statements also comply
with the additional requirements set out in §315a (1) of
the German Commercial Code (HGB} All the Standards
which were in force at the balance sheet date have been
apphed and, in addition, those set out tn wore 177 which
have been applied early

The reporting currency 1s the Euro All amounts are
shown tn mellions of euro (eur m), unless stated otherwise

The Group statement of profit orloss has been prepared
using the cost of sales method

The financial statements of the main operating en-
tities which are included in the consohdated financial
statements have been audited by KPMG AG Wirtschafts-
prifungsgesellschaft The annual financial slatements of
companies in¢luded in the consohdation are drawn up
at the same balance sheet date as the annual financial
statements of Linde Aktiengesellschaft
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(2] Principles of consolidation

Companies are consolidated ustng the acquisition method
The cost of an acquisition 1s measured at the fair value of
assets acquired and the liabilitres assumed or transferred
at the date of acquisition Acquisition-related coslts are
recognised in profit or foss when they anse The identifi-
able assets, liabilities and contingent liabilities acquired
as a result of a business combination are recognised at
therr fair values at the date of acquisition After the pur-
chase price allocation, the remaining difference between
the purchase pnce and the share of net assets acquired
restated at theur fair values 1s recognised as goodwill Ad-
justments regarding contingent consideration after the
one-year adjustment penod, disclosed as a iability at the
date of acquisition, are recogmised in profit or loss To date,
non-conirolling interests have always been measused In
Linde at the appropriate share of the (dentifiable net as-
sets Iin the company acquired

where non-controlling interests are acquired, any re-
maining balance between the acquisition cost and the
share of net assets acquired 15 offset directly in equity

Intra-Group sales, tncome and expenses and accounts
receivable and payable are eliminated

Intra-Group profits and losses arising from intra-Group
delivenes of non-current assets and inventories are also
eliminated

The same principles apply to the measurement of com-
pantes accounted for using the equity method as for the
consolidation of subsidianes

[3] Acquisitions

An acquisibion i1s deemed to be significantf its total assets
after the purchase price allocation (inclusive of goodwill)
exceed eur som The major acquisition in the financial year
was the acquisition of the LPG business from Wesfarm-
ers Kleenheat Gas Pty Ltd, which 15 based on Austraha’s
east coast

LPG business acquired from Wesfarmers
Kleenheat Gas Pty Ltd on Australia’s

east coast

0n 2o February 2015, The Linde Group acquired the assets
and lhabilittes of the LPG business of Westarmers Kleenheat
Gas Pty Ltd on the east coast of Australia under an asset
deal From that date, the business has been incfuded in full
in the consohdated financial statements of The Linde Group
The aim of the acquisition was to continue to expand the
LPG distnbution network on the east coast of Austraha
After adjusting for some cash items and habilities, the
purchase price was eur 53 m, which was settled in cash
As at 31 December 2015, all kabiliies were setiled The
main components of the goodwill of Eur 3 m remaining
after the purchase price allocation are synergies with
the Group’s existing LPG business on the east coast of
Australta as well as going concern synergies arising from
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the business acquired The goodwillis not tax-deductible
Compared with the previous quarter, the goodwill has
dropped by eur 1 m due to additional deferred tax assets
that had to be set up

In the course of the acquisstion, Linde acquired as-
sets of eur 12 m which, at the date of acquisition, had
already been put up for sale due to stipulations made by
the Australian Competition § Consumer Comrssion By
the reporting date, these assets had been sold in full at
the value stated and the revenue assaciated with the sale
had already been received

No recewvables were acquired in the course of the ac-
quisiiion

Other acquisitions
In the 2015 financial year, Linde made acquisitions to ex-
pand its business in the Industrial Gases and Healthcare
product areas in the EMEA and Americas segments The
total purchase price for these acquistions was evr 54 m,
of which eur 50 m was pard in cash The totat purchase
price includes deferred purchase price payments and con-
tingent consideration Semetimes separate transactigns
were agreed with former owners In the course of these
corporate acquisitions, Linde has acquired non-current
assets as well as inventories Total goodwill anising was
eur 42 m, including fair value adjustments in the course
of purchase price allocations of eur 7 m Part of the good-
will (fur 39 m) 15 tax-deductible Key components of the
goodwill relate to synergy potential and access to new
sales markets

Linde has not acquired any recevables in the course
of these acqursitions

E41 IMPACT OF ACQUISITIONS ON THE NET ASSETS

QF THE LINDE GROUP

Opening bolance upon

wninal consolidation Fair volue

in EUR m Kieenheat Other
Non-current assets 38 14
Inventores 5 1
Dther current assets 1 -
Non-current assets classified as

held for sale and disposal groups 12 -
Equity (attributable to Linde AG) 50 12
Liabilities 4 3
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E 42 IMPACT OF ACQUISITIONS ON THE PROFIT FOR
THE YEAR OF THE LINDE GROUP

Profit for

the yeor

stace the

Proflitfor  beginning

the ysar of the

since the financiaf

acquisition yeor

InEUR m date 01 07 2015'

Kleenheat 2 2

Other 12 17

* When these amounis were calculated the falt value adjusiments were

assumed to be the same as Those 3t the acgulsition date

E43 IMPACT OF ACQUISITIONS ON THE REVENUE
OF THE LINDE GROUP

Revenue
since the
beginning
Revenye of the
since the financial
acquisitron year
in EUR m date 0101 2015'
Kleenheat 86 97
Other 3 1

1 When Lhese amounts were calculated the faly value adjustmenls were

assumed lo be the same as 1hose at the acquisition date
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[4] Scope of consolidation

The Group financial statements compnse Linde AG and
atl the companies over which Linde AG 15 able to exercise
control as defined by IFRS 10 or joint control together with
other parties as defined by IFRS 11 Compames over which
Linde AG can exercise Joint control are included tn the
consolidated financial statements on a hne-by-line basis
or using the equity methed, depending on the character-
istics of the company If Linde AG holds a majority of the
voting nights In a company, this generally indicates that
it exercises control over the company in the absence of
any other restrictive contractual agreements If Linde AG
holds the same number of voting nights as another com-
pany, this generally indicates joint control, unless other
(contractual) nghts result in control being exercised by one
of the shareholders A detailed explanation of the discre-
tionary powers and assumplions governing the decision
as to whether control or Joint control is being exercised
1S gIven 10 NOTE [7]

Associates gver which Linde AG can exeraise significant
influence as defined by IAS 28 are also accounted forusing
the equity method Sigmificant influence is presumed if
Linde AG holds {directly or indirectly) 20 percent or more
of the voting nights in an investee, unless it can be clearly
demonstrated that this i1s not the case

Non-consolidated subsidianies, when taken together,
are immatenal from the Groups peint of view in terms of
total assets, revenue and profit or loss for the year and
do not have a significant impact on the net assets, finan-
cral posiion and results of operations of the Group For
that reason, they are not included i the consolidated
financial statemments

The following table shows the structure of compames
included in the consclidated financial statements of The
Linde Group and movements dursing the financial year

E44 COMPANIES INCLUDED IN THE SCOPE OF CONSOLIDATION

At At

3112 2014 Additions Dusposals 3112 2015

CONSOLIDATED SUBSIDIARIES 535 4 n 528
of which within Germany 18 1 1 18
of which outstde Germany 517 3 10 510
PROPORTIONATELY CONSOLIDATED COMPANIES 5 - - 5
of which within Germany - - - -
of which outside Germany 5 - - 5
COMPANIES CONSOLIDATED USING THE EQUITY METHOD 35 2 - 37
of which withtn Germany 3 2 _ 5
of which outside Germany 32 - - 32
NON-CONSOLIDATED SUBSIDIARIES 59 1 10 S0
of which within Germany 1 - 1 -
of which outside Germany 58 1 9 50
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Changes in the scope of the conselidation may anse as a
result of acquisitions, sales, mergers or closures, or as a
result of changes in the assessment as to whether Linde AG
exercises control or joint control ever a company

Most of the disposals were mergers and iquidations
Sigmhicant additions during the financial year are shown
N NOTE [3}

In the 2015 financial year, there were no effects on
the equity of The Linde Group from changes in ownership
interests In subsidianies which did not result in either a
loss of control or the acquisition of contro!

The following fully-consolidated subsidiaries are ex-
empt under the provisions of § 264 (3) and §264b of the
German Commercial 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 audsted and publish them

E45 COMPANIES EXEMPT FROM THE DISCLOSURE

QBLIGATIONS
Nome Registered office
Commercium immobilien- und
Beteiligungs-GmbH Munich
Gas&iMmore GmbH
{formerly Heins & Co GmbH) Pullach
Hydromotive GmbM & Co KG Leuna
Linde Electronics GmbH & Co KG Pullach
tinde Gas Pioduktionsgeselischaft
mbH& o KG pullach

Oberschlesssheim
Blankenfelde-

tinde Gas Therapeutics GmbH

Linde Remeo Deutschland GmbH Mahlow
Linde SchweiBiechntk GmbH Pullach
tinde welding GmbH Pullach
MTA Gmb# Medizin Technischer

Anlagenbau Mainhausen
Selas-Linde GmbH Pullach
Tega Techmsche Gase und Gasetechnik

Gesellschaft mit beschrdnkter Haftung  Wirzburg
Unterbichler Gase GmbH Munich

A hst of the shareholdings of The Linde Group 15 given
INNOTE [41]
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[5] Foreign currency translation

Transactions ¢n foreign cusrency are translated into the
relevant functional currency of the individual entity on the
transactiondate Afterimtial recognition, forergn currency
fluctuations relating to monetary items are recognised in
profit orloss For non-monetary items, historic translation
fates continue to form the measurement basts

Translation differences ansing from the translation of
items into the reporting currency continue to be recognised
in other comprehensive Income The financial statements
of foreign subsidiaries, including any fair value adjust-
ments identfied in the course of a purchase price allo-
catwon, are translated in accordance with the functional
currency concept set out in |AS 21 The Effects of Changes
in Foretgn Exchange Rates

Assets and habiities, contingent habihties and other
financial commitments are translated at the mid-rate on
the balance sheet date (tlosing rate method) Items in the
statement of profit orloss and the net income for the year
are translated at a rate which approximates to the transla-
tion rate on the date of the transaction {the average rate)

Differences ansing 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
consolidated subsidianies

The hinanual statements of subsidianes outside
Germany which repertin a functional currency which is the
currency of a hyperninflationary economy are adjusted for
the change in purchasing power arising from the inflation

Since 1January 2010, Linde’s activities in venezuela,
which s classified as a hypennflationary economy in ac-
cordance with 1AS 29 Financral Reporting in Hypeninflation-
ary Economies, have been reported after adjustment for the
etfects of inflation The rate of inflation s calculated using
an inflattonindex derived from exchange rate movements
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[6] Currencies
The principal exchange rates used are set out below

E46 PRINCIPAL EXCHANGE RATES

Exchange rates on balance

sheat date Average rates for the year

Exchonge rote EUR T = 150 code 31122015 2112 2014 2015 2014
Argentina ARS 14 05343 10 24078 10 26795 10 77206
Australia AUD 149183 148084 147802 147214
Branl BRL 430163 321518 3 69700 311940
Canada CAD 150315 140591 141916 146599
China CNY 705243 750845 697578 818499
Czech Republic CZK 27 02527 27 65959 27 2835% 2753506
Hungary HUF 315 53554 316 60565 30995693 308 55539
Malaysia MYR 4 66296 423024 4 33630 434290
Nortway NOK #60318 304242 8 95181 8 35564
Poland PLN 4 26117 4 28704 418471 418442
South Africa IAR 16 80825 13 99917 1416740 14 39463
South Korea KRW | 1,27714050| 1,323 45492 1,256 27746| 1,39812305
sweden SEK 317495 943320 935721 909911
Sswitzerland CHF 108828 120289 106803 121463
Turkey TRY 316877 2 82439 302340 2 50375
United Kingdom GBP 0 73685 077679 072610 0 80610
UsA usp 1 08605 120985 111003 132851

[7] Accounting policies

The Group financial statements have been prepared un-
der the histoncal cost convention, with the exception of
dervative financial instruments, avaifable-for-sale finan-
aial assets, and plan assets relating to externally funded

defined benefit pension obligations, which are stated at

their fair values

The hinancial statements of compantes included tn the

consohdated financial statements of The Linde Group have

been prepared using uniform accounting pohicies In ac
cordance with IFRS 10 Consolidated Financial Statements

Recently 1ssued accounting standards

The 1AS8 and IFRIC have revised numerous standards and
havessued many new ones 1o the course of theis projects
to develop IFRS and achieve canvergence with US GAAP
Of these, the following standards are mandatory in the
consolidated fingngial statements of The Linde Group for
the year ended 31 December 2015

— Impravements to [FRSS (2011-2013)
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Recently issued accounting standards

winch have not yet been apphed

The following standards have been issued by the IASB,
but have not been applied i the consolidated financal
statements of The Linde Group for the year ended 31 De-
cember 2015, 3s they are either not yet effective and/or
have not yet been adopted by the European Union

— IFRS 15 Revenue from Contracts with Customers (n-
cluding Amendments to JFRS 15 {first-time application
according to 1ASB in finanoial years beginning on or
after 1 January 2018)

— IFRS ¢ Financizl Instruments and Subsequent Amend-
ments (Hedge Accounting and Amendments ta IFRS s,
IFRS 7 and 1AS 39 as well as Amendments to IFRS 9/
IFRS 7 Mandatory Effecive Date and Transition Dis-
closures) {first-time application according to J1ASB In
financial years beginning on or after 1 January 2018)

— Amendments to 1AS 19 Employee Benefits Defined Ben-
eht Plans - Employee Contributions {first-ime appli-
cation according to 1ASB in financial years beginning
on or after 1 July 2014)

— Amendments to IFRS 11 joint Arrangements Accounting
for Acquisitions of Interests tn Joint Operations (first-
time application according to 1ASB n financial years
beginning on or after 1 January 2016}
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— Amendments 1o IFRS 10 and IAS 28 Sale or Contribution
of Assets between an investor and its Associate or Joint
venture (first-ime application postponed indefinitely
by the $ASB)

— Amendments to IFRS 10, IFRS 12 and JAS 28 Investment
Entities Applying the Consolidation Exception (first-
time apphication according ta 1A58 in financial years
beginning on or after 1 january 2016)

— Amendments 10 IAS 16 Property, Plant and Equipment
and IAS 3gIntangible Assets Clanhication of Acceptable
Methods of Depreciation and Amertisation (first-time
application according to 1ASB in financial years begin-
ning on of after 1 January 2016)

— Amendments to 1AS 1 Disclosure Imtiative {first-time
application accerding to 1ASB in financial years begin-
ning on of after 1 January 2016}

— Improvements to iFRSs (2010-2012), {first-time apph-
cation according to 1ASB in financial years beginning
on or after 1 )uly 2014)

— Improvements to IFRSs (2012-2014), (first-time appli-
cation according to 1ASB In financial years beginning
on or after 1 January z01s)

IFRS 15
The new standard on revenue recognition seeks to create
a framework which brings together the multiphcity of rules
which have until now been set out in a number of differ-
ent standards and interpretations At the same time, is
objective 15 {o establish a uniform set of basic principles
which will apply to all industry sectors and all categones
of revenue transactions

In future, compames prepanng therr financial state-
ments in accordance with IFRS will determine when to
recogmise revenue (at what time or over which period)
and how much revenue to recognise by applying five steps
In addition to the five-step model, the standard includes
a number of addittonal rules covering vanous 1ssues in
detail, such as accounting for contract costs and contract
modifications

in particular, the new rules set out below may give
nse to changes from existing practice

— Recogmtion of revenue when control 1s transferred
The point m time at which (or the penod of time over
which) revenue 1s recogmsed is determined by the
transfer of control over the goods or services to the
customer (controd approach) The transter of risks and
rewards (nsk and reward approach) 1s only an indica-
tron that a transfer of control may have taken place

— Specific rules on arrangements with multiple elements

— New cntena for revenue recognition over the period In
which the performance obligation 15 satisfied

— More extensive disclosures in the notes to the finan-
cial statements

The new rules become effective for the financial years be-

ginming on or after 1 january 2018 Earlier application is per-
mitted and recommended EU endorsement is still pending
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IFRS 15 will replace IAS 11 Construction Contracts and IAS 18
Revenue, as well as IFRIC 13 Customer Loyalty Programmes,
IFRIC 15 Agreements for the Construction of Real Estate,
IFRIC 18 Transfer of Assets from Customers and SIC 31 Rev-
enue - Barter Transactions Invalving Advertising Services

A detailed analysis 1s currently being conducted to
evaluate the impact of IFRS 15

IFRS 9
IFRS 9, which was published in July 2014, replaces the
existing guidetines in 1AS 39 Financial Instruments Rec-
ogmition 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 general hedge accounting requirements It also car-
nies forward from IAS 39 the requirements for recognition
and derecognition of financial instcuments IFRS 9 -~ sub-
ject to adoptron into EU law - first needs to be apphed
to financial years which start on or after 1 january 2018
Earlier apphication 1s permitted

IFRS 9 may result in changes in the classification and
measurement of financial assets and financial habiitiesin
the consolidated financial statements of The Linde Group

The remaining standards have ao 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 lease and rental income, less discounts and rebates

Revenue from the sale of goods s recognised when
the nsks of ownership have been transferred to the cus-
tomer, the consideration can be iehably determined and
i 1s probable that the associated recevables will be col-
lected If the customer s to take dehvery of the goods,
the relevant sale will not be recognised until the customer
has accepted delivery In the case of long-term service
contracts, revenue s recorded on a strarght-line basis over
the period of the contract

Revenue from customer-specific construction contracts
15 recogrised 1n accordance with [AS 18 Revenue and/or
145 11 Construction Contracts, based on the stage of com-
pletian of the contract (percentage of completion method,
or PoC method) Under this method, revenue is only rec-
egnised when the outcome of a construction contract can
be estimated rehiably

For revenue and earnings recogmtion relating to
lease transactions, see the section below on account-
ing for leases

Long-term construction contracts

Long-term construction contracts are measured using the
PoC method The stage of completion of each contract 15
determined by the ratio of the costs incurred to the ex-
pected total cost (cost-to-cost method) when the outcome
of a construction contract cannot be estimated reliably,
revenue 15 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 disclosed) exceeds
payments on account on an individuat contract, the con-
struction contract 1s disclosed under Trade receivables If
there Is a negative balance after deducting payments on
account, the amount 1s disclosed under Trade payables
Anticipated losses on contracts are recognised in full, based
on an assessment of identifiable nisks

The financial income from long-term construction con-
tracts 1s disclosed in other operating income as a result of
its clear relationship with the Groups operating business

Cost of sales

Cost of sales comprises the cost of goods and services sold
and the cost of merchandise soid I1tincludes not only the
cost of direct materials and direct manufacturing expenses,
but also overheads including deprectation of production
plants, amortisation of certain intangible assets and n-
ventory wnte-downs

Research and development costs
Research costs and development costs which cannot be
capitalised are recogmised immedtately in profit or loss

Fingnaal result
The financial result includes interest expenses on ltabil-
ties, dividends recerved, interest income on receivables
and gains and losses on finanaial Instruments recognised
in profit or loss The net interest cost relating to pension
provisions and any loss on remeasurement of certain em-
bedded denvatives are also included tn financial expenses

Interest Income and interest expenses are recognised
in profit or loss on the basis of the effective interest rate
method

Dividends are recognised in profit or less when they
have been declared Dividend payments made by operat-
ing companies whach are reported at cost or at fair vatue
in which Linde helds mere than 10 percent of the voting
rights and which have a clear connection to Linde’s core
operating business are recognised in other operating in-
come Core businesses are defined as those business areas
which make a matenal contribution to the revenue of a
dwvision A matenal contribution i1s deemed to be one of
around zo percent

Finance income relating to finance leases ts calculated
using the effective interest rate method inaddition, any
gain anremeasurement of certain embedded denivatives
1s disciosed in financial income
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Intangible assets
intangible assets compnse goadwii, customer relation-
ships, brand names, that portion of development costs
which may be recognised as an asset, patents, software,
licences and similar nghts

Purchased and internally generated intangtble assets
ate stated at acquisition cost or manufacturing cost less
accumulated amortisation and any impairment losses An
internally generated intangible asset 15 recogmised if it can
be dentified as an asset, «f 1t 1s probable that the future
economic benefits that are attrnibutable to the asset will
flow to Linde, and if the cost of the asset can be measured
relrably Amortisation of intangible assets 1s recognised
under the heading in the statement of profit or loss which
corresponds to its functional features I1t1s important to
determine whether the intangtble assets have finite or
indefinite useful lives Gooedwill, intangible assets with
indefinrte useful lives and intangible assets not yet ready
for use are not amortised, but are subject instead to an
impairment test once a year, or more oftenif there 1s any
indication that an asset may be impaired

The impairment test in accordance with 1AS 36 Im-
pawrment of Assets compares the carrying amount of the
cash-generating unit of 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 in use

According to IAS 36 Impairment of Assets, goodwill 15
allocated to the cash-generating unit {CGU), the lowest
level at which goodwilt s menitored for internal manage-
ment purposes, and tested for impairment at least once
a year at this level This level corresponds to the oper-
ating and, at the same time, reportable segments EMEA,
Amencas and Asia/Pacific, as well as the Engineenng Di-
vision und Other Aclivities The impairment test involves
imitially comparing the value in use of the cash-generating
umit with its carrying amount If the carrying amount of
the cash-generating unit exceeds the value in use, a test
1s performed to determine whether the fair value of the
asset less costs to selt1s higher than the carrying amount
Any impawment losses relating to an intangible asset with
an indefinte useful life are recogrused in the statement of
profit or loss and disclosed in functional costs

To calculate the value in use of the cash-generating
units, post-tax future cash inflows and outflows are derived
from corporate financial budgets approved by management
which cover a detailed planmng penod of five years The
calculation of the termintal value is based on the future
net cash flows from the latest available detailed planning
perniod The post-tax interest rates used te discount the
cash flows take into account industry-speafic and coun-
try-specific risks relating to the particular cash-generat-
ing umt When the terminal value 1s discounted, declining
growth rates are used, which are lower than the growth
rates calculated in the detailed planning peniod and which
serve manly to compensate for a general inflation rate

intangtble assets with finite useful lives are amortised
over the estimated useful life 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 underfying asset Customer relation-
ships are stated at acquisition cost and amortised cn a
strasght-line basis over their estimated useful kfe of between
five and 40 years The estimated usefuf hfe of customer re-
lationships purchased is calcylated on the basis of the term
of the contractual relationship underlying the customer re-
lationship, or on the basis of expected customer behaviour
If there are any indications of impairment in the intangible
assets, an impairment test 1s performed

If the reason for an impairment loss recogmised In priof
years no longer exists, the carrying amount of the intangi-
ble asset is increased to a maximum figure of the carrying
amount that would have been determined had no impair-
ment loss been recogrised This does not apply to goodwill

Costs incurred in connectson with the purchase for con-
sideration and in-house develgpment of software used
internally, inctuding the costs of bninging this software
to an operational state, are capitalised and amortised
on a straight-hne basis over an estimated useful life of
three to eight years

Tangible assets
Tangtble assets are reported at acquisition cost or man-
ufactunng cost less accumultated depreciation based on
the estimated useful ife of the asset and any imparrment
losses The manufactuning cost of internally-generated
plants compnises all costs which are directty attrnibutable
to the manufacturing process and an appropriate portion
of production overheads The latter include production-re-
lated depreciation, a proportion of administration expenses
and a proportion of scaial costs The acquisition cost or
manufactuning cost 1s reduced by government grants For
qualifying tangible assets, where the purchase or man-
ufacture takes more than one year, the borrowing costs
dunng the censtruction penod are also capitalised Rec
ognition at manufacturing cost1s based on the assumption
of normal output Tangible assets are depreciated using
the straight-hne method and the depreciation expense
1s disclosed in the statement of profit or tess under the
heading which corresponds to the functional features of
the underlying asset If a tangible asset comprises several
significant components with different useful lives, the de-
preciation is calculated separately for the various compo-
nents Existing legal or de facto site restoration obligations
are included in the cost of the components based on the
discounted 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 vseful lives apply to the different types
of tangible assets
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E47 USEFUL LIVES OF TANGIBLE ASSETS

Buildings 10-40 years
Technical equipment 6-15 years
Other equipment, operating

and office equipment 3-20 years

If significant events or market developments indicate an
imparment tn the value of the tangible asset, Linde reviews
the recaverability of the carrying amount of the asset by
testing for impairment The carrying amount of the asset s
compared with the recoverable amount, which is 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 nsk specific to
the asset If the net carrying amount exceeds the recov-
erable amount, an impairment loss 1s recognised When
estimating future cash flows, current and expected future
inflows as well as segment-speaific, technological, eco-
nomic and general developments are taken into account
If an impatiment test 1s carned out on tangible assets at
the level of a cash-generating unit whech also includes a
portion of allocated goodwill, and an impairment loss 1s
recognised, then impairment losses will be recognised first
in respect of the goodwill and then in 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 fonger exists,
the carrying amount of the tangible asset i1s 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 ond;omt ventures

Associates and joint ventures are accounted for under
the equity method at cost at the date of acquisiion In
subsequent penods, the carrying amount 1s adjusted up
or down to reflect Linde's share of the comprehensive
mcome of the mvestee Any distnibutions received from
the investee and other changes in the investees equiy
reduce orncrease the carrymg amount of the investment
If the tosses of an associate of joint venture attributable
to The Linde Group equal or exceed the value of the in-
terest held in this associate or joint venture, no fusther
losses are recognised unless the Group incurs an obliga-
tion or makes payments on behalf of the associate or joint
venture If there are any indicattons of impawment in the
tnvestments 10 associales or joint ventures, the carrying
amount of the relevant investment 1s subject to an impair-
ment test if the reason for an impairment toss recognised
10 prior years no longer exsts, the carrying amount of the
investment 15 increased 1o 3 maximum figure of the share
of net assets in the associate or joint venture

Inventories

Inventones are reported at the lower of acquisthion or
manufacturing cost and net realisable value Netrealisable

value 15 the esumated selling price less the estimated costs

of completion and the esttmated costs necessary to make

the sale Manufacturing cost includes both direct costs

and appropriate indirect matenal and production costs, as

welt as production-related depreciation charges Admin-
1stration expenses and social costs are included if they
can be allocated to production In addition, for inventories

where the purchase or manufacture takes more than one

year, the borrowing costs are capitalised Recogmition at

manufactuning cost 15 based on the assumption of normal

output tnventories are generally measured on a moving

average basis or using the FIFO {firstin, first out) method
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Financial instruments
Financial assets and habitities are only recognised in the
Group statement of financial position when Linde becomes
bound by the contractual provisions of the financial in-
strument In the normal course of events, purchases and
sales of financial assets are accounted for on settiement
day The same does not apply to derivatives, which are
accounted for on the trading day

Actording to 1AS 39 Finanaial Instruments Recognition
and Measurement, financial instruments must be catego-
nsed as financial instruments held for trading or at fair
value through profit or loss, available-for-sale financial
assets, held- to-matunty financia! investments, or loans
and receivables No financial instruments were reclassified
in the 2015 financial year The Linde Group does not avail
itself of the fair value option, whereby financial assets
or finanaial habilities are classited are classtfied as fair
value through profit or loss when they are first recognised

Available-for-sale financial assets include equity instru-
ments and debtinstruments If equity instruments are not
held for trading or measured at fair value through profit
of loss, they are classified as available-for-sale financial
assets Debtinstruments are included in this category if
they are held for an unspecified pentod and can be sotd
depending on the market situation

Financial instruments are iitially recognised at fair
value Transaction expenses which are directly atinbut-
able to the acquisition or 1ssue of financial instruments
are only included 1n the determination of the carrying
amount If the financial instruments are nol recognised
at fair value through profit or loss

The subsequent measurement of available-for-sale
financial assets 1s based on the separate recognition in
equity as other comprehensive income of unrealised gains
and losses, inclusive of deferred tax, until they are re-
glised Equity instruments for which no price 15 quoted
1n an active market and for which the fair value cannot
be reliably determined are reported at cost If the fair
value of available-for-safe financial assets falls below
cost and if there 15 objective evidence that the asset s
impaired, the cumulative loss recogmsed directly in eg-
uity is transferred to profit of loss Impawment reversals
are recognised 1n equity for equity instruments and In
profit ar loss for debt instruments

Loans and recevables and held-to-matunity financial
investments are measured at amortised cost using the
effective interest rate method Where there 1s objective
evidence that the asset 1s impaired, it 15 recogmised at
the piesent value of expected future cash flows if this 1s
lower than amortised cost The present value of expected
future cash flows is calculated using the onginal effectve
interest rate of the financial asset

The Linde Group conducts regular impairment reviews
of the following categones of financial assets loans
and recetvables, available-for-sale financial assets and
held-to-matunty financial :nvestments The following cri-
teria are applied
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[a] sigrificant financial dithiculty of the issuer or obligor,

[b]breach of contract, such as a default or delinquency
i payments of interest of principal,

[c) the lender, for economic or legal reasons refaung
to the borrowers financial difficulty, granting to the
borrower a concession that would not otherwise be
considered,

{d]rt becoming probable that the borrower will enter bank-
ruptcy or other financial reorgamsation,

[elthe disappearance of an active market for that asset
because of financial difficulues,

[f] arecommendation based on observable data from the
capital market,

{ghinformation about significant changes with an adverse
effect that have taken place in the technotogical, eco-
nomic or legal environment of a contracting party,

[h]a sigmficant or prolonged decline in the fair value of
the financial instrument

A financial asset 1s eliminated +f Linde loses its contrac-
tual entitiement to cash flows from such an asset or if it
transfers virtually all the nsks and opportunities associ-
ated with that financial asset 1n the zo1s financial year,
ne financial assets that would qualify for elimination were
transterred by Linde

Under JAS 39 Financial Instruments Recogmiticn and
Measurement, all derivative financial instruments are re-
ported at fair value, irrespective of their purpose or the
reason far which they were acquired

inthe case of a fair value hedge, derivatives are used
to hedge the exposure to changes in the fair value of
assets or habihties The gain or loss from the change in
fair value of the denivative s recogmsed immediately in
profit or loss At the same time, the carrying amount of
the hedged 1tem is adjusted for the corresponding gain
or loss with respect to the hedged nsk, which s also rec-
ogmsed immediately in proht or loss

In the case of a cash flow hedge, denvatives are used
to hedge the exposure to vaniabihty in cash flows associ-
ated with an asset or hability which has been recognised or
with forecast transactions The hedge-effectve portion of
the gans or losses ansing from the remeasurement at fair
value of these derivative financial instruments 1s itially
disclosed as other comprehensive income in “Cumulative
changes in equity not recognised tn the statement of profit
or loss” A transfer 1s made to the statement of profit or
loss when the hedged underlying transaction is realised
the hedge-ineffective portion of the changes in fair value
15 recognised immedsately in prohit or loss

In the case of hedges of a net investment in a foreign
operation, hedging instruments are used to hedge the
exposure to translation nisks ansing from investments in
a foreign funchional currency Gains and losses ansing
from these hedging instruments are accounted for in eq-
uity as other comprebhensive income as part of “Cumula-
tive changes tn equity not recogmised tn the statement
of profit or loss™ until the company 1s disposed of or sold
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If the requirements for hedge accounting are not met, the
gain or loss on the remeasurement of derivative financial
instruments at fair value 1s recognised in profit or loss

under JAS 39 Financial Instruments Recognition and
Measurement, embedded denvatives (1 e derivatives which
are mcluded i host contracts) are separated from the host
contract and accounted for as denvative financial instru-
ments, if certain requirements are met

for more information about nsk management and the
impact on the balance sheet of denvative financial instru-
ments, See NOTE (29}

Receivables and liabilities from finance leases, trade
recewvables and trade payables, finantial debt, as well as
other receivables and assets and other liabilities, are re-
ported at amortised cost as long as they are not derivative
financial instrements Oifferences between histonc cost
and the repayment amount are accounted for using the
effective interest rate method Appropnate impairment
losses are recogmised if speaific nsks are identified The
carrying amount of the financial debt which comprises
the hedged item 1n a fair value hedge 1s adjusted for the
corresponding gain or loss with respect io the hedged nisk

Financial instruments which contain both an equity
portion and a habihity pertion are classified in accordance
with 1AS 32 Finanoal Instruments Presentation The finan-
aal nstruments issued by The Linde Group are classified
entirely as finanaial labihives and reported at amortised
cost No part thereof 1s classified separately as an equity
nstrument
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Deferred taxes
Deterred tax assets and habilities are accounted for 1n
accordance with 1AS 12 Income Taxes under the hability
method in respect of all temporary differences between
the carrying amounts of the assets and habilities under
IFRS and the corresponding tax base used in the compu-
tation of taxable profit, and in respect of all consclida-
tron adjustments affecting net iIncome and unused tax
loss carryforwards

Deferred tax assets are only recognised for unused
tax losses to the extent that its probable that taxable
profits will be avaifable in future years against which the
tax losses can be utilsed Deferred taxes are calculated
at the tax rates that apply to the period when the asset s
realised or the hability 1s 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
recognised in accordance with the provisions of 1AS 12
Income Taxes They are not offset against the relevant
capital expenditure

Provisions for pensions
and similar abhgations
The actuanal valuation of pension provisions 1s based on
the projected umit credit method set out in 1AS 19 Employee
Benehts for defined benefit obligations This method takes
Into account not anly vested future benefits and known
pensions al the balance sheet date, but also expected fu-
ture increases in salarnies and pensions The calculation of
the provisions 1s determined using actuanial reports based
on biometric assumptions

The fair value of the plan assets (adjusted f neces-
sary to comply with the rules relating to the asset ceiling
set out In 1AS 19 s4) 1s deducted from the present 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 According to
1AS 19 64, 3 net pension asset may only be disclosed if
The Linde Group, under its obligatron as an employer, has
the night te feceive a fefund of the surplus or to reduce
future contnbutions

The net interest expense for the financial year s cal-
culated by muluplying the net pension obligation or net
pension asset at the beginning of the peniod by the inter-
est rate underlying the discounting of the gross defined
benefit obhigation at the beginmng of the period

The discount rate is calculated on the basis of the re-
turns achieved on the relevant call date for lugh quahty
fixed-interest corporate bonds in the market The currency
and pertod to matunity of the underlying bonds correspond
to the currency and probable penod to maturity of the
post-empioyment benefit obligations

Remeasurements comprise on the one hand the actu-
arial gains and losses on the remeasurement of the gross
dehned benefit abligation and on the other hand the dif-
ference between the return on plan assets actually realised
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and the return assumed at the beginning of the period,
which 15 based on the discount rate of the carresponding
gross defined benefit obligation 1f a pension plan is over-
funded and the asset celing 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

Actuanal gains and losses anse from changes 1n ac-
tuanal assumptions or from vanations between earlier
actuanal assumptions and actual events

Allremeasurements {1 @ actuanal gains and losses, the
cumulative effect of an asset cetling and the effects of
an increase in the pension obligation in accordance with
IFRIC 14 The Limit on a Defined Benefit Asset, Minimum
Funding Requirements and their Interaction) are offset
immediately in other comprehensive income

The expense anising from additions to the pension pro-
visions is allocated to functional costs The net interest
expense of netnterest ncome from defined benefst plans
15 disclosed in the financial result For each pension plan,
1t 1s established whether the net figure 1s a net interest
expense of net interest income and the amounts are dis-
closed accordingly n the financial result

Other provisions
In accordance with IAS 37 Provisions, Contingent biabilities
and Contingent Assets, Other provisions are recognised
when a present obligation to a third party exists as a result
of a past event, it1s probabie 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

Provisions are recognised for all identifiable risks and
habilities of uncertain tming or amount The amounts pro-
vided are the best estimate of the probable expenditure
required to settle the obligation and are not ofiset against
recourse claims The estimate of the gbhigatton includes
any costincreases which need to be taken 1nto account at
the balance sheetdate Provisions which relate to periods
of more than twelve months are discounted

Provisions for warranty claims are recognised taking
current or estimated future claims experience into account

Site restoration obfigations are capitalised when they
anse, at the discounted value of the obligation, and a pro-
vision for the same amount 1s established at the same time
The depreciation charged on the asset and the unwinding
of interest appled to the provision are both allocated as
an expense to the pernods of use of the asset

Provisions for restructunng are recognised if a formal,
detailed restructuring plan has been drawn up and com-
mumcated to the reievant parties

Cost of sales also includes additigns to the provisions
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 Prowisions for
onerous contracts are made i full in the reporting period
in which the estimated cost of the particular contract ex-
ceeds the expected revenue
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For general and business nsks, nsurance contracts are
entered into with an insurer outside the Group The costs
anising from these insurance contracts are recogmised In
functional costs

In previous years, companies in The Linde Group acted as
reinsurers in respect of some of the above-mentioned insur-
ance contracts The provisions of this type which stll exist
fall within the scope of IFRS 4 insurance Contracts Insurance
nisks are recogmsed in the Group financial statements 1n
the form of a provision for unsettled claims The provision
lor payment obligations comprises insurance claims which
have ansen by the batance 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 in¢luding loss adjustment
expenses These are set up on the basis of individual obl-
gations Provisions for claims incurred but not reported at
the balance sheet date (IBNR) are set up to take account
of the estimated cost of claims Due to the fact that no
information is available about the extent of these claims,
estimates are made based en industry experience The pro-
vision 15 calculated using actuanal and statistical methods

income tax provisions are disclosed in income tax h-
abilities

Accounting for leases
Lease agreements are classified as finance leases in ac-
cordance with 1AS 17 Leases «f they transfer substantially
all the nsks and rewards wnadental to ownership of the
leased asset to the lessee All other leases are aperating
leases Linde Group compamies enter into lease agree-
ments both as lessor and as lessee

When Linde enters into an agreement as the lessor of
assets held under a finance lease, the future minimum lease
payments due from the customer, equivalent to the net
investment in the fease, are disclosed under Recewvables
from finance leases Finance income 15 spread over the
reporting periods using the effective interest rate method

When Linde 1s the lessee under 2 finance lease agree-
ment, the assets are disclosed at the beginning of the
lease under tangible assets at the fair value of the leased
asset or, If lower, at the present value of the mimimum
lease payments, while the corresponding hlabihties to the
lessor are recognised in the balance sheet as Liabihtres
from finance teases When the present value 15 calcu-
lated, the interest rate underlying the lease agreement 1s
used or, if that 15 not available, the incremental borrow-
Ing rate Depreciation charged on this tangible asset and
the reduction of the lease liability are recorded over the
lease term If the useful life of the asset s shorter than
the lease term, this should be used to determine the de-
preciation perigd instead Whereas the leased property
ts depreciated on a straight-line basis over the tease term,
the related lease habdity 1s 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 under operating
leases are recogrused in functional costs in the statement
of profit or loss on a straight-hine basis over the lease term

According to IFRIC 4 Determining whether an Arrange-
ment contains a Lease, if specific critena are met, certain
arrangements should be accounted for as leases that do
not take the legal form of a lease tn particular, 1n the
Gases Division, 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 preduction capaaty of the
asset If an embedded lease exists, the cntena set out in
I1AS 17 Leases are used to examine in each individual case
whether, under the gas supply contract, substanbially all
the risks and rewards incidental to ownership of the plant
have been transferred to the gas customer The first step
In the review process 15 to separate that portion of the
gas supply contract which retates 10 the embedded lease
from the rest of the contract Thent s established whether
the minimum lease payments thus identified amount to
substantially all the fair value of the plant and whether
the mimimum lease term 1s 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 or the extension of the fease term, are also
examined for thetr impact on the transfer of nsks and re-
waids incidental to ownershup of the plant 1f these review
procedures establish that a gas supply contract contains
a finance lease component, the investment in the plant
1s recognised i revenue not affecung proht or loss and
the resulting receivable 15 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
15 not transferred to the customer as lessee, but remains
with Linde as lessor, the lease income from the operal-
ing lease 1s recogrused in revenue on a straight-hne basis
over the {ease term
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Non-current assets held for sale and
disposal groups and discontinued operations
Non-current assets and disposal groups are classified
sepasately in the batance sheet as held for sale if they are
available for sale in their present condition and the sale
1s lighly probable Assets that are classified as held for
sale are measured at the lower of their carrying amount
and their fair value less costs to sell Liabilities classified
as directly related to non-current assets held for sale are
disctosed separately as held for sale in the habilities 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 1n ac-
cordance with IFRS requires discrelionary decisions and
estimates for some items, which might have an effect on
their recogmition and measurement in the staiement of fi-
nancial position and statement of prohit or loss The actual
amounts realised may differ from these estimates Estimates
are required in particular for

— the assessment of the need to recognise and the meas-
urement of impairment losses relating to intangible
assets, tangible assets and inventories, see NOTES [14],
f151 AND [17]

— the determination of the estimated useful lives of tangs-
ble assets and the assessment as to which components
of cost may be capitalised see nore 157

— the assessment of the need 1o recognise provisions
for bad debis ser nore [18],

— the recognition and measurement of pension obliga-
tions SEE NOTE {23],

— the recogmtion and measurement of other provisions
SEF NOTE [24],

— the assessment of the stage of completian of long-term
canstruction contracts sce NOIFS (18] AND [27),

— the assessment of lease transactions,

the measurement of assets acquired and habilities as-

sumed on the formation of business combinations see

NOTE [3]

— the assessment as to whether Linde exercises control,
jont control or significant influence over companies
in which 1t holds less than 100 percent of the voting
nghts see NOTES f4] ANO [7}

J

Any change (n the key factors which are applied in impar-
ment reviews of goodwill, otherintangible assets, tangible
assets orinventories may possibly resultin higher or lower
impairment losses or no impairment losses at all being rec
OgﬂlSEd SEE NOTE [14] FOR SENSITIVITY INFORMATION
Other significant estimates tnclude the determination

of estimated useful lives for intangible assets and tangible

assets Uniform Group guidelines based on past expenence

apply ta estimated usefu! 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 capitahised Estimates
need to be made here, for example, of the expected future
economic benefits of an asset or the expected future costs
of the dismanthng of plants In addition, the capitalisation
of costs which are incurred during the operating phase of
an asset, such as the costs of upgrades to plants or thesr
tomplete overhaul, depends on whether these costs will
lead to better or higher cutput or whether they extend
the estimated useful hfe of the asset

Establishing provisions for bad debts is based to alarge
extent on making estimates and assessments about individ
val amounts receivable These estimates and assessments
are founded on the creditworttuness of that particular
customer, prevailing economic trends and an analysis of
historic bad debts on a porticho basis Individual prowi-
sions for bad debts 1ake account of both customer-specific
and country-speafic risks

The obligation arising from defined benefit pension
commitments 1s determined on the basis of actuanal as-
sumptions Key actuanal assumptions include the discount
rate, trends 1n pensions and vested future benefits, and
life expectancy The discount rate 15 determined on the
basis of returns achteved onthe relevant call date for high
quahity hixed-interest corporate bonds in the market The
currengy and period to matunty of the underlying bonds
correspond to the currency and probable period to matu-
nty of the post-employment benefit obhigations If such
returns are not available, the discount rates are based on
market returns for government bonds

Sensitivity analyses of significant actuanal assumptions
made are provided in nore (23]

The recogmition and measurement of other provisions
are based on the assessment of the probability of an
outflow of resources, and on past expenience and cir-
cumnstances known at the balance sheet date The actual
outflow of resources at a future date may therefore vary
from the higure included in other provisions Different
discrenonary decisions and estimates are required for
different types of provision The main estimates used for
each type of provision are set out below

In the case of provisions for site resteration obliga-
tions, an estimate 1s made, based on past experience, of
future costs expected to be incurred to dismantle plants
and restore the land on which the plant was built toits
anginal condition The expected costs are reassessed on
an annual basis and the amount of the provisicn 15 ad-
Justed if required

Provisions for warranties and onerous contracts in-
clude provisions for warranties and pravisions for litiga-
tion Assumptions are made here about the probability of
accurrence of the nsk and the expected future outflow
of resources The uncertainty associated with the meas-
urement of warranty provisions 1s relatively moderate, as
Linde has recourse to historic warranty cost ratios when
determining the amounts to be set aside
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Lingation 1s assecrated with great uncertainty A signifi-
cant amount of discretion 1s required to assess whether
a present obligation to a third party exists at the balance
sheet date as a result of a past event, whether it is proba-
ble that an outflow of resources wiil be required in future
to settle the cbhgation and whether a reliable estimate
can be made of the amount of the obligation The current
status of outstanding hitigation 15 regularly 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 obiigations include provisions for
costs which are expected to anse on the completion of
major projects There is an increased level of uncertainty
associated with the measurement of these provisions
erowisions for obligations relating to personnel pnimanly
include provisions for holiday pay and provisions for wages
and salaries The uncertainty associated with the meas-
urement of these provisions is very low, as the expected
costs can be relatively reliably determined

The assessment of the stage of completion of long-
term construction contracts 1s based on the percentage
of completion (PoC) method, subject to certain conditions
being met When applying this method, it 1s necessary to
evaluate the stage of completion of the contract Moreover,
1t 1s necessary to previde estimates of total contract costs
and total contract revenue and make an assessment of
the risks attached to the contract, including techmical, po-
litical and regulatory nisks According to the PoC method,
the stage of completion of the contract 1s determined on
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
1s recognised only to the extent of the contract costs in-
curred which can probably be covered, and the contract
costs in the period in which they are mcurred are recog-
nised as an expense {zero profiit method)

Changes mn estimates may lead to an increase or de-
crease In revenue

Oiscretionary decisions are required to be made, for
example, in assessing whether substantially all the risks
and rewards inadental to ownership of a leased asset have
been transferred to the lessee tinde enters into lease
agreements principally as fessee (procurement leases)
under iFRIC 4, gas supply agreements may though be clas-
sified as embedded lease agreements if certain conditions
apply In these cases, Linde acts as the lessor To estab-
hish whether an embedded finance lease exists i respect
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, 1s used on the one hand to finance the plants
and on the other to provide the customer with mainte-
nance 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 also make assumptions e g to determine the ap-
proprate interest rate or the residual value or estimated
useful {ives of the underlying assets

Business combinatigns require estimates to be made
when determining fair values for assets, lrabihties and
contingent habilities acquired, as well as far contingent
components of the purchase prices The nature of the
estimate depends on the measurement methods applied
when discounted cash flow methods are used, primarly
to measure intangible assets (but which are also vsed
to calculate contingent consideration), discretionary as-
pects include in particular the time period and amount
of the cash flow and the determination of an appropniate
discount rate 1f cost-based methods are used, the main
discretionary element is the assessment of the compa-
rability of the reference objects with the abjects 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 100 m, Linde takes advice from experts in the
field, who assist in arriving at the decistons and provide
reports backing their opimons

when assessing whether Linde exercises control, joint
control or significant influence aver companies in which
it holds less than 100 percent of the voting nights, dis-
cretionary deasions may have to be made Above all in
cases where Linde holds 50 percent of the voting nights,
a decision has 1o be taken as to whether there are other
contractual nights or particularly relevant facts or crreum-
stances which might mean 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 ajount venture This distinction
is dependent on whether Linde has nghts to the assets
and obligations for the habilities of the arrangement or
whether it has rights to the net assets of the arrangement
To make the distinction, Linde must constder the structure
and legal form of the company, any contractual agreements
which might apply and any other relevant circumstances

Companies for which the principal object 15 the con-
struchion and operation of gas production plants, and yet
in which Linde holds less than 100 percent of the voting
nghts, are fully consohdated if Linde holds the advantage
interms of know-how In these cases, The Linde Group has
assumed responsibility for the operation of the companies
plants and the companies are therefore dependent on Linde
technology This 15 alse reflected in the licensing agree-
ments in 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 s the principal dover of vanable returns from
the companies and therefore Linde exercises control (as
defined by IFRS 10) over these companies

in addition, companies are fully consolidated i Linde
exerts increased management authonty in those companies
and s 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, Linde has the opportumty to determine those activ-
ities of the entities which sigmficantly affect the vanable
returns of the companies and therefore to exercise control
(as defined by IFRS 10} over the compantes

Linde accounts on a line-by-hine basis in accordance
with the rules set out in IFRS 11 for certam joint arrange-
ments where the sole object is to supply the shareholders
In the absence of any fixed supply quotas, the assets and
llalities are accounted for on the basis of the share of
equity held in these companies by The Linde Group

Changes to contractual agreements or facts or arcum-
stances are monitored and are evaluated to determine
whether they have a potential impact an the assessment
as to whether Linde 1s exeraising control or joint control
over Its tnvestment
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[9] Other operating income
and expenses

NOTES TO THE
GROUP STATEMENT
OF PROFIT OR LOSS

Ed49 OTHER OPERATING INCOME

in EUR m 2015 2014
£xchange gawns 118 130
PRINCIPLES <127 Profit on disposal of
NOTES 1O THE 142 non current assets 37 73
GROUP STATEMENT OF —_—
PROFIT OR LOSS Compensation payments received 18 77
NOTES 70 THE >146 income anstng from changes
GROUP STATEMENT OF to pension schemes 42 -
FINANCIAL POSITION Ancillary revenue 13 14
Income from the reversal
of provisions 1 24
financial income frem fong teim
contract manufacture 18 19
Income from feestanding
[8] Reven ue foreign currency hedges 15 6
Miscellaneous operating income B 136 143
Revenue 15 analysed by activity in the segment informa-  ygya 421 486

tion in the Group financial statements (n 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 tn the Gases Division and by plant type in the
Engineenng DIVISION, SEE PAGES 60 10 63 OF THE COMBINED
MANAGEMENT REPORT

Revenue Is defived from the fellowing activities

E48 REVENUE

nEURm 205 2014
Revenue Irom the sale of
goods and services 16,118 14,910
Revenue fiom long term
construction contracts 1,826 2,137
TOTAL 17,944 17,047
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The drop in other operating income by eur 65 mwas largely
the result of the drop in the profit on disposal of non-cur-
rent assets

EE50 OTHER OPERATING EXPENSES

inEURm 2015 2014
Exchange losses 102 116
Expenses from feestanding

foreign currency hedges 9 6
Loss on disposal of

non-current assets 21 16
Expenses related to pre-retirement

part-time work schemes 3 2
Miscellaneous operating expenses 17 163
TOTAL 252 303

The drop in gperating expenses from eur 303 mio EUR 252 M
largely resulted from the drop in miscellaneous operating
expenses from EUR 163 m t0 EUR 117 M
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{10]) Other information on the
Group statement of profit or loss

During the 2015 finanaial year, personnel expenses of
EUR 3 928 bn (2014 EUR 3 536 bn) were recognised in func-
tional costs The increase in expenses 1s primarily due to
exchange rate effects The figures for amortisation and
deprectation are given in the segment information

[11] Financial iIncome
and expenses

E51 FINANCIAL INCOME

in EUR m 205 2014
Netinterest income from defined

benefit plans, s vOTE [23] 7 13
Interest from finance leases

in accordance with IFRIC a/IAS 17 L 20
Income {ram investments - 1
Other interest and stemlbar income 16 16
TOTAL 42 50

The drop in financial income s largely due to the reduction
innetinterest income from defined benefit plans, because
the interest rates to be applied in the 2015 finanaal year
were lower than in the previous year

E52 FINANCIAL EXPENSES

in EUR m 2015 2014
Net interest expense from defined

benetit plans, See NOTE f23] 31 30
Impairment of financizl investments 1 1
Other interest and simitar charges 407 384
TOTAL 439 415

The increase in other interest and similar charges 1s due
to negative valuation effects

In intesest income and nterest expenses, gains and
losses from fair value hedge accounting are offset aganst
each other, in order to give a fair presentation of the eco-
nomic effect of the underlying hedging relationship Inter-
est income and interest expenses relating to denvatives
were also disclosed net
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[t2] Taxes on Income

Taxes on income in The Linde Group can be analysed as
follows

E 53 INCOME TAX EXPENSE

In EUR o 2015 2014
Current tax expense (+)

and income () __ A6 485
Tax expense {+) and income (-}

relating to prior penods 13 -53
Deferred tax expense (+} and

deferred tax income (=) -84 -74
TOTAL 394 358

In the reporitng period, the tax expense and income relating
to pnor peneds includes current tax expense of EvR 43 M
(2014 current tax income of Eur 54 m) and deferred tax in-
come of Eur 30 M (2014 delerred tax expense of eur 1m)
Included in tax income and expense relating to prior perods
are the positive and negative effects of facts established
by external tax audits in various countnes Of the total
amount of deferred tax income, eur 80 m {2014 EYR 52 M)
relates to the change in temporary differences

The income tax expense disclosed for the 2015 finan-
aal year of Eur 394 m s 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 on in-
come Tax effects recogmised directiy in equity are shown
in detail in vore [22}

The difference between the expected income tax ex-
pense and the figure disclosed 1s explained below
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NOTES JO THE
GROUP STATEMENT OF
PROFIT GR LOSS

E54 EXPECTED AND DISCLOSED INCOME In the 201s financial year, the corporate income tax rate in
TAX EXPENSE Germany was 15 0 percent (2014 15 o percent) Taking Into
in EUR m 2015 2014 BCCOUNL@N average rate for trade earnings tax of 11 6 percent
Net income before Laxes 1.646 1,520] (2014 116 percent) and the solidanty surcharge (o 8 per-
Income tax rate of Linde AG | centinboth201s and 2014), this gives a tax rate for German
(including trade tax, (in %)) 274 274 companies of 27 4 percent (2014 27 4 percent) This tax rate
EXPECTED INCOME TAX EXPENSE 451 416| isalso used to calculate deferred tax at German companies
Foreign tax rate differental -5 -28 tncome tax rates for companies outside Germany vary
Effect of associates -3 —s| between 12 s percent and 40 o percent
Reduction 1n tax due Temporary differences relating to investments in sub-
to tax-free income =147 -98| sidiaries of Eur 120 m (2014 EUR 178 M) have notfed to the
Increase in tax due to recognition of deferred tax, either becayse the differences
non-tax-deductible expenses 63 65

=7 ————=] are not expected o reverse in the near future as a result
Tax expense and income
relaling to prior perods 13 —53| of thewr reahsation (due to distnbutions or the disposal
§ 3| ofthe company) or the profits are not subject to taxation

Effect of changes in tax rate -8

change 1n other in the reporting penod, other changes consisted of
permanent differences -18 -15| an expense ansing from a change n the valuation al-
Other deviations a8 74| lowance of Eur 47 m (2014 Eur 84 m) The recogmition of
INCOME TAX EXPENSE DISCLOSED 3;4 asg| adeferred 1ax asset in respect of tasses brought forward
Effeclive tax rate (in %) 239 236| notpreviously recogmsed and temporary differences did

not have any pesitive impact (2014 eur 13 m) The positive
impact of the ytiisation of loss carryforwards in respect
of which no deferred tax asset had yet been recognised
was EUR 4 M 1N 2015 (2014 EUR O M)

EE55 DEFERRED TAX ASSETS AND LIABILITIES

2015 2014

Deferred Deferred

Defeired tox Defeired 1ox

in EUR m tax assels habiities tox assets fiabifities
intangible assets S 763 8 820
Tangible assets 266 1,213 256 1,080
Financsal investments 109 144 90 160
Current assets T Taes|  sss 507 963
Provisions 334 199 357 143
Liabilities 950 476 959 493
Tax loss carryforwards and tax credits 98 - 62 -
Amounis offset -1,500 -1,900 -1,933 -1,933
TOTAL 327 1,750 3086 1,726

The tax credits in the 2015 financial year related mainly to
investment incentives, as in the prior year

Movements in the deferred tax asset and the deferred
tax habihity were not solely due to movements which have
been recogmised 1n profit or loss, but also to mevements
which have been recegnised in other comprehensive in-
come not affecting profit or loss, exchange rate move-
ments in respect of defesred tax recognised in a foreign
currency, and movements in deferred tax as a result of
the purchase and sale of subsidianes

Deferred 1ax disclosed in other comprehensive in-
come not affecting profit or loss totalled eur 362 m (2014
Eur 408 m) Of this amaunt, deferred tax assets of Eur 294 m
(2014 €ur 350 M) were attributable to provisions and de-
ferred tax assets of EUR 68 m (2014 EUR 58 M) were attnd-
utable to current assets
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The carrying amount of deferred tax assets 1s reduced to
the extent that st 1s no longer prabable that the deferred
tax asset will be sealised The carrying amount of deferred
tax assets which relate to potential reductions in the tax
base of €ur 1,020 bn {2014 €ur 866 m) was therefore re-
duced by Eur 225 m (2014 Eur 208 m), as it 1s not probable
that the underlying tax loss carryforwards and tax credits
of eur 864 m (2014 €vr 708 m) and deductible temparary
differences of eur 156 m {2014 Eur 158 m} will be utihsed
Of the revised higure 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 Eur 182 m) may be carned forward for up to ten years
and eur 588 m (2014 EUR 526 M) may be carned forward
for longer than ten years

Deferred tax assets relating to tax loss carryforwards
and tax credits of eur 98 m (2014 EUR 62 M) were recog-
mised mainly because it 1s projected that there will be
taxable profit against which the unused tax losses and
tax credits may be offset

E56 TAX 1055 CARRYFORWARDS NOT YET USED
inEURm 2015 2014
May be carned forward

for up ta 10 years 323 203
May be carried forward

for longer than 10 years 3 3
May be carrled farward indefinitely 650 508
TOTAL 1,012 714

The movement in tax toss carryforwards is mainly due to
additions in Brazil, China, Germany, india, Russia and Saudi
Arabia There were also tax loss carryforwards relating to
US state tax of Eur 416 m (2014 EUR 289 M)

Distributions to Linde AG shareholders do not have
2ny impact on taxes on income at the level of Linde AG
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[13] Earmings per share

E57 FARNINGS PER SHARE

in EUR mr 2015 2014
Net income after taxes - attributable

to Linde AG shareholders 1,149 1,102
Shares in thousand units

Weighted average number

of shares outstanding 185,638 185,635
Dilution as a result

of share option schemes a7 730
weighted average number of

shares outstanding - diluted 186,055 186,365
EARNINGS PER SHARE In FUR -

UNOILUTED 619 594
EARKINGS PER SHARE in fuR -

DILUTED 618 591

Included in the figure for diluted earnings per share 1s
the 1ssue of shares relating to the employee share option
schemes, to the extent that these have not already been
exerased Options exercised are also included in the cal-
cufation of the weighted average number of shares out-
standing (fully diluted), on a weighted basis until the date
they are exercised

furtherinformatien about the option schemes is given
I NOTE {28]
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[14] Goodwiil /other intangible
assets
Movements in the intangible assets of The Linde

during the 2015 financial year and in the previou
were as follows

Group
s year

E58 SCHEDULE OF INTANGIBLE ASSETS ~ ACQUISITION COST

Other

Customer intangible
in Eukm Goodwill  reletionships Brands assels Total
AT 01 01 2014 10,400 3,417 481 1,262 15,560
Currency adjustments 600 176 35 60 871
Additions due to acquisttions 62 14 - - 76
Additions - - - 56 56
Disposals - - - 32 32
Reclassifications - - - 8 ;]
AT 3112 2014/01 01 2015 11,062 3,607 516 1,354 16,539
Currency adjustments 506 19 17 34 676
Additions due to acquisitions 45 7 2 - 54
Addiions - 1 - 46 47
Disposals - 61 - 18 79
Reclassifications - 2 - 14 16
Reclassification as assets held for sale -2 - - - -2
AT 3112 2015 11,611 3,675 535 1,430 17,251

146




LINDE FINANCIAL REPORT 2035

E59 SCHEDULE OF INTANGIBLE ASSETS - CUMULATIVE AMORTISATION

Othes

Customer intangible
in EUR m Goodwill  relationships Brapds assefs Totof
AT 01 01 2014 5 1,132 163 789 2,089
Currency adjustments 2 74 14 36 126
Additions due to acquisitions - - - - -
Depreciation - 227 25 104 356
Impairments - 1 - 10 2%
Disposals - - - 31 31
Reclasafications - - - 1 1
AT 3112 2014/01 01 2015 7 1,444 202 909 2,562
Currency adjustments - 5t é 2 78
Depreciation - 182 26 109 37
impairments - - - 2 2
Disposals - 54 - 18 72
Reclassifications - 2 - -2 -
AT 3112 215 7 1,625 234 1,021 2,887
NET BOOK VALUE AT 3112 2015 11,604 2,050 30 409 14,364
NET BOOK VALUE AT 3112 2014 11,055 2,163 314 445 13,977

In the statement of financial position at 31 December 2015, the
total figure for goodwiilis eur 11 604 bn (2014 EUR 11 055 bn)
Goodwill ansing on acquisitions made tn the 2015 financial
year was EUR 45 M (2014 EUR 66 M)

The total net carrying amount of trademarks acquired in
the course of acguisitions 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 classified as intangible assets with finite useful
lives since the 2011 financial year as a long-term rebrand-
ng pragramme for the relevant brands has begun These
brand names are amortised on a straight-hine basis over
a pernicd of twelve years At 31 December 2mm5, thesr net
carrying amount was eur 187 m (2014 EUR 213 m}

The brand names acquired in the course of Lingare ag
quisition have indefninite useful hives and are included in
the North America region These were the subject of an
impawrment test in 2015, based on assumptions of a pre-
taxnterest rate of 10 3 percent and growth in the termmal
value of 10 percent The carrying ameount at 31 Decem-
ber 2015 was EUr 114 m (2014 EUR 101 M)

The amortisation expense for intangible assets with
finite useful lives of Eur 317 m {2014 Eur 356 M) was dis-
closed in tunctional costs, principally in marketing and
selling expenses

Software solutions are the main component of other
intangible assets In connection with the in-house devel-
opment of software used internally in the SAP environment,
addittons duning the financial year include development
costs of EurR 7 m (2014 eur 14 m) Other development costs
of eur 4 m for software applicatrons 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-related software apphcations At the balance sheet
date, the assets concerned were still in development and
have therefore not yet been amertised

An impairment test of goodwill was carried out at
30 September 2015 N¢ impawrment lpsses were recog-
msed as a result 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 overall environment

The recoverable amount of goodwill was determined
as its value 1n use, as in the previous year To calculate
1ts 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 condstions assumed for the detailed planning pe-
nod were based on the latest estimates from international
economic research institute Oxford Economics The oper-
ating margin in the individual segments was assumed to
remain largely stable at the leve! seen in 2015 throughout
the detailed planning penod The inflation assumption for
the planning penodis o s percent for all cash-generating
umis and reflects the euro-based rate of infiation
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The following table provides a summary of the allocated

goodwill and the assumptions used

E60 ASSUMPIIONS FOR THE IMPAIRMENT TEST OF GOODWILL

Pre tox WACC

Post tax WACC

based on besedon
regien specific region-specific Average onnual
premiums and premiums and Average annual grow!h rote
discounts at discounts a! grawth rate in gross In Industrial
Book velue of impoirment impairment domestic product in production in Long term
ollocated goodwill test date lest doie planning period planning peried growth rate
inEURm in percent in percent in percent 1 percent in percent
Al Al
2 3n 3tz 30 09 312 3009
2015 2014 2015 2014 2015 2014 2015 2014 2015 2014 2015 2014
EMEA 5,098 5,018 81 69 64 55 zo0 22 19 24 05 05
Asia/Pacific 1,967 19531 82 71 64 55 41 45 39 51 08 08
Amencas 3,916 3,483 94 79 62 53 25 27 27 35 08 05
Engineering Division 277 272 86 94 66 70 32 31 3o 36 08 08
Dther actiaities 346 329 51 68 42 55 25 22 12 13 08 08
GROUP 11,604 11,055
{15] Tangible assets
Movements in the tangible assets of The Linde Group in
the 2015 finanaial year were as follows
E61 SCHEDULE OF TANGIBLE ASSETS - ACQUISITION COST
tand, nghts Technical other
equivalent ta equip ! quip )
real property and furnrture Plonts under
in EUR m and buildings machinery and lixtures construction Total
AT 01 01 2014 2,19 21,144 1,547 1,761 27,31
Currency adjustments 22 974 -31 44 1,009
Additions due to acquisitions - - - 4 4
Additions 28 436 72 1,362 1,898
Disposals 40 408 7t 3 522
Reclasstications 28 979 50 -1,081 36
AT 3112 2014/01 01 2015 3017 23,125 1,567 2,087 29,796
Currency adjustments 47 674 -7 -4 710
Additions due to acquisitions 6 29 - 5 40
Additions 38 538 95 1,218 1,889
Disposals 24 288 hil 2 385
RecJassifications 42 1,333 30 -1,380 25
Reclassification as assets held for sale -2 -4 - - -6
AT 3112 2015 3124 25,407 1,614 1,924 32,069
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E62 SCHEDULE OF TANGIBLE ASSETS - CUMULATIVE DEPRECIATION

tend, rights Technical Other
equivalent to equip quipment,
regl praperty and furniture Plonts under
n EUR M and buildings machinery and fixtures construction Totaf
AT 01 01 2014 1,343 13,502 1,137 5 15,987
Currency adjustrments -1 525 -24 9 499
Depreciation 85 1,195 99 - 1,379
lepawrments 14 74 5 120 213
Disposals 26 379 70 - 475
Rectassifications 1 63 -22 - a2
AT 3112 2014/01 01 2015 1,406 14,980 1135 134 17,645
Currency adjustments 27 378 -5 8 407
Depreciation 92 1,365 m - 1,568
Impairments 1 6 1 1 9
Disposals 20 276 70 1 367
rRedlassifications - 64 -14 -21 29
Reclassification as assets held for sale -1 -3 - - -4
AT 3112 2015 1,505 16,514 1,147 121 19,287
NET BOOK VALUE AT 3112 2015 1,619 8,893 467 1,803 12,782
NET BOOK VALUE AT 3112 2014 1,611 8,145 442 1,953 12,151

Tangible assets include leased buildings, techrucal equip-
ment and machinery, and fixtures, with a carrying amount
totalling eur 78 m (2014 77 m) Due to the form of the under-
lytng finance leases, these tangible assets are attrbutable
to The Linde Group 1n its capacity as the economic owner of
the assets Of the total of eur 78 m, eur 23 M (2014 EUR 30 M)
relates to buildings, eur +7 m (2014 eur 8 m) te technical
equipment and machinery and eur 38 m (2014 Eur 39 M)
to vehicles

Alsoinctuded in tangible asselsis techmical equipment
held under embedded operating leases on the sales side
Of the total mmimum lease payments due in future from the
customer from such embedded operating leases, Eur 64 m
15 due within one year (2014 Eur 51 m) EuUR 309 M 15 due
within one to five years (2014 EUR 360 M) and EUR 810 M
15 due in more than five years {2014 Eur 1047 bn)

Imparment tests were based on the recoverable amount
of the assets examined, whereby generally the value iInuse
was applied The discount rates vsed (WACC) were based on
those used In the impairment test for goodwill Impairment
losses of Eur @ m were recognised In 2015 (2014 EUR 213 M)
The impairment losses related mainly to production plants
and were allocated to the following segments eyr2m
(2014 EUR 4 m) 1o EMEA, EUR 4 m (2014 EUR 119 M) 10 Asia/
Pacificand eur 1 m (2014 Eur 90 m) to the Amencas eur 2 m
(2014 eur 0 m) was recogmised in the Engineering Divi-
sion The impairment losses relating to tangible assets
are largely included in cost of sales and In research and
development costs

There were no reversals of impairment losses in 2015
orin 2014
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Borrowing costs during the construction phase of eur 52 m
(2014 EURr 42 m) were capitalised, 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 assets was reduced in the 2015 finan-
c1al year by government grants of eur 7 m (2014 eur 9 m)
Tangible assets of eur 56 m (2014 EUR 56 m) were
pledged as secunty
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[16] Investments in associates
and joint ventures/other financial
assets

Movements (n the financial assets of The Linde Group dur-
ing the z01s financial year were as follows

E 63 SCHEDULE OF FINANCIAL INVESTMENTS - ACQUISITION COST

investments in ossociates
and joint ventures

i EUR m (! equity) Other investments Non current foans'
AT 01 01 2014 23 104 3
Currency adjustments 20 6 1
Addrtions 33 17 5
Msposals 20 54 7
Reclassifications -5 - -
AT 3112 2014/01 01 2015 251 73 30
Currency adjustments 8 4 1
Additions 16 7 2
Dispasals 22 29 2
Reclassifications - 6 -1
AT 3112 2015 253 61 30

+ Out of the non current ioans eux 1z m {2ot4 Euk 15 m) is related to loans to associates of jolnt ventures

E 64 SCHEDULE OF FINANCIAL INVESTMENTS - CUMULATIVE AMORTISATION

investments in gssociales
and fornt ventures

inEUR M (a0t equrty) Othes Investmenis Non-curient logns
AT 0101 2014 9 15 5
Currency adjustments 2 1 -
Depreciation - _ 1
Disposals - 4 -
AT 3112 2014/01 01 2015 11 12 &
Depreciation - 12 4
AT 3112 2015 n 4 10
NET BQOK VALUE AT 31 12 2015 242 37 20
NET BOOK VALUE AT 3112 2014 240 &1 24
E65 NET BOOK VALUE OF FINANCIAL INVESTMENTS
investments in
assoclates ond
Joint ventures
{of equity) Other investments Non-current loans Total
Net book value at 3112 2015 242 37 20 299
Net book value at 3112 2014 240 61 24 325
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The share of profit or loss from associates and joint ven-
tures in the 2015 financial year was eur 12 m {2014 EUR 22 m)
Within the Gases Division, eur 3 mof the total figure related
to EMEA (2014 Eur 9 m) and eur 11 m to the Asia/Pacific
segment (2014 Eur 12 m) In the Americas segment, EUR 1M
was recognised in the previous year

0f the profit or less from associates and joint ventures,
there were no unrecogmsed losses on the balance sheet
date (2014 Eur 21m)

0n the balance sheet date, there were no contingent
habihties relating to shares in associates or joint ventures
(2014 EUR 4 M)

At 31 December 2015, there were no open orders from
joint ventures and assoctates (2014 Eur 36 m) There were
no significant restrictions on the ability of the associates
and joint ventures to transter dividends or funds to Linde
or to repay lpans to Linde either

More information about associates and joint venturesis
givennwote f41] Aggregate financial information about
Joint ventures 1s given below, based on the investment
in those joint ventures held by Linde

E 66 AGGREGATE FINANCIAL INFORMATION ABOUT
JOINT VENTURES (AT EQUITY)

n EUR m 2015 2014
Profit for the year 14 19
Other comprehensive income

(net of tax) 5 10
TOTAL COMPREHENSIVE INCOME 19 29

Aggregate financial infermation about associates based
on the investment in those associates held by Linde 15 im-
material and 1s therefore not disclosed separately

[17] Inventories

E 67 INVENTORIES

in EUR m 31122015 31122014
Raw matenals, consumables

and supples 116 118
Unhinished goods,

Services In progress 202 200
Finished goods 585 497
Merchandise 227 231
Prepayments 11 109
TOTAL 1,241 1,155

At 31 December 2015, the total inventory allowance was
EUR 122 M (2014 EUR 108 M)
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[18] Recervables from finance
leases, trade recevables, other
receivables and other assets and
Income tax receivables

Eé8 RECEIVABLES AND OTHER ASSETS

Current Non-current Total
in EUR M 31322015 31122014 31122015 31122014 31122015 3112 2014
RECEIVABLES FROM FINANCE LEASES 52 50 217 248 269 298
Recewvables from percentage
of completion contracts 174 511 - - 174 511
Other trade receivables 2,550 2,550 2 3 2,552 2,553
TRADE RECEIVABLES 2,724 3,061 2 3 2,726 3,064
Other tax recervables 226 226 19 34 245 260
Derivatives with positive fair values 160 151 156 258 316 409
Prepaid pension costs - - 118 171 118 171
Other receivables and assets 392 346 133 86 525 432
OTHER RECEIVABLES AND OTHER ASSETS 778 723 426 549 1,204 1,272
INCOME TAX ASSETS 277 216 9 3 286 219

Recetvables from finance leases
Almost all the receivables from finance leases relate to
agreements which are classified as embedded finance
leases accarding to IFRIC 4/1AS 17 The counterparty risk
ansing from recevables from finance leases is covered
by the air separation plants and other plants underlying
the contracts

The data relating to receivables from finance leases
1s as follows

E 6% RECEIVABLES FROM FINANCE LEASES

n EUR m 31122015 31122014

TOTAL FUTURE MINIMUM LEASE

PAYMENTS (GROSS INVESTMENT) 336 363
due within one year N 67
due in one to five years 198 206
due in more than five years 67 90

PRESENT VALUE OF MINIMUM

LEASE PAYMENTS 169 298
due within one year 52 50
due in one to five years 157 167
due in more than five years 60 81

UNEARNED FINANCE INCOME
INCLUDED IN THE MINIMUM
LEASE PAYMENTS 67 65
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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
recogrised on long-term construction contracts amounted
{0 EUR 4 987 bn (2014 EUR 4 174 bn), offset against advance
payments of EUR 5 474 bn (2014 tURr 4 473 bn) This gave rise
to recervables of eur 174 m (2014 £uR 51 m) and labihities
of EUR 661 m (2014 EUR 810 M)

Other trade receivables

Other trade receivables are due from a large number of
customers in a wide varety of industry sectors and many
differentregions To assess the recoverability of accounts
recewvable, the creditworthiness of customers is subject
to constant review Credit loss insurance 15 taken out f
required

E70 FINANCIAL ASSETS PAST DUE BUT NOT IMPAIRED

2015, N EUR m < 30 doys 30-60 doys 50-90 days 90-180 days >180 doys
Trade receivables 319 50 32 1 1
Other receivables and assets - - - - -
2014, 1n EUR m
Trade recewvables 261 49 44 1 1
Other receivables and assets 4 - - - -
Inthe case of financial assets which are neitherpastdue  E 771 CASH AND CASH EQUIVALENTS
nor impaired, there were no indications at the balance P 31122015 3112 2014
sheet date of any potenbial impairment Bank balances 739 563
Money market funds 200 264
Cheques 5 1
[19] Securities 4
Cash R 2
Short-term secunities decreased dunng the 2015 financial ~ C2sh equivalents RIES —1
year, namely by EUr 100 m from Eur 521 m to EUR az1 m,  JOTAL 1,47 1,137

masnly as a result of disposals

There were held-to-matunity securities at 31 Decem-
ber 2015 of EUr 13 m (2014 EUR 12 M) Regqular reviews are
peirformed of the creditworthiness of counterparties and
clearly defined limits have been set

[20] Cash and cash equivalents

Cash and cash equivalents of Eur 1 417 bn (2014 EuR 1137 bn)
comprised mainty cash at banks and money market funds
which have maturities of three months or less
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The Linde Group concludes Credit Support Annexes
{CSAs) with banks to reduce coynterparty risk Under
these agreements, the positive and negative fair val-
ues of dervatives held by Linde AG and Linde Finance
B v are collateralised with cash on a reqular basis At
31 December 2015, an amount of Eur 371 m was disclosed
in cash and cash equivalents as a resuit of these agree-
ments {2014 £UR 141 m)
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[21] Non-current assets
classified as held 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 haldings, trade
receivables and plant and machinery, as well as build-
ings from the Asia/Pacific seqment The disposat group
15 scheduled for sale in the coming year A corresponding
sale agreement has already been signed The assets were
not subject to any impairments

[22] Equity

E72 EQUITY
in EUR 3112 2015 3112 2014
SHARE CAPITAL 475,476,940 80 475,476,940 B0
Nomsnal value of own shares 24347904 243,479 04
ISSUED SHARE CAPITAL 475,233,461 76 475,233,461 76
AUTHORISED CAPITAL (TOTAL) 84,119,265 28 84,119,265 28
Authonised Capital } 47,000,000 00 47,000,000 00
Authonsed Capatat Il 37,119,265 28 37,119,265 28
CONDITIONALLY AUTHORISED CAPITAL (TOTAL) 57,240,000 00 62,082,237 44
2007 conditionally authonsed capatal - 4,842,237 44
2012 conditionally authorised capital _ 10,240,000 00 19,240,000 00
2013 conditionally authorised capital 47,000,000 00 47,000,000 00

Capital subscribed, authorised
and conditionally authorised capital,
subscription rights
The company’s subscribed capital at the balance sheet
date amounts to eur 475,476,940 80 and 1s fully paid up 1t
1s divided inte 185,733,180 shares at a notional par value
of eur 2 56 per share The shares are no-par value shares
Each share confers a veting nght and 1s entitfed to dividend
In accordance with § 71b of the German Stock Corporation
Act {aktG), the company I1s not entitled to dividends or to
vounrg nights in respect of the $5,109 own shares it holds
at 31 December 2015

NO new no-par value shares were 1ssued in the 2015
financial year This means that the company’s subscribed
capital did not change in the 2015 financial year

E73 NUMBER OF SHARES

2015 2014
NUMBER OF SHARES AT 01 01 185,733,180 185,648,912
£xercise of Long Term incentive Plan (LTIP 2007) - 84,268
Number of shares at 3112 185,733,180 185,733,180
Own shares 95,109 95,109
NUMBER OF SHARES QUTSTANDING AT 3% 12 185,638,071 185,638,071
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Authorised capital
At31 December 2015, the authorised capial comprised the
following

Authorised Caprtal |

Based on a resolutton passed at the Annual General
Meeting held on 29 May 2013, the Executive Board was
authorised, with the approval of the Supervisory Board,
to increase capital subscribed by up to eur 47,000,000 00
until 28 May 2018 against cash or non-cash contributions
by 1ssuing, on one or more occasions, a total of up to
18,359,375 new bearer shares at a notional par value of
EUR 2 56 The new shares must be offered for subscrip-
tion to the shareholders However, the Executive Board
1s entitled, with the approval of the Supervisory Board,
to exclude the subscription nghts of shareholders for the
residual amounts, and to exclude subscnption nghts to
the extent that holders of option nghts and for conversion
nghts or conversion obligations issued by Linde AG or by
any of its direct or indirect subsidianies may be granted
the subscription nghts to new shares to which they are
entitled when they exerase their option nghts and/or
conversion nights or settle the conversion obligation More-
over, the Executive Board i1s 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
contributrons 1s not significantly lower than the price of
shares of the same lype traded on the stock exchange
at the time the 1ssue price 1s finally deterrined, which
should be as soon as possible after the placement of the
shares, and the proportion of the capital subscribed con-
stituted by the shares 1ssued does not exceed 10 percent
of the caprtal subscribed either when this authonsation
becomes effective or when it is exerased In determin-
ing the capital hit, account must be taken of that part
of capital subscribed which relates to those shares which
are used to service options and/or convertible bonds This
15 only the case If the options and/or convertible bonds
are issued in accordance with §186 (3), sentence 4, of the
German Stock Corporation Law (AktG) while excluding the
subscription rights of shareholders dunng the lifetime
of this authonsation Account must also be taken of that
part of the share capital which relates to those shares
which are 1ssued on the basis of the authonised capital, or
sold after repurchase as own shares, dunng the ifetime
of this authorisation in accordance or comphance with
§186 (2), sentence 4, of the German Stock Corporation
Act (AktG) The Executive Board 15 also authonsed, with
the approval of the Supervisory 8oard, to exclude sub-
scription nghts in the case of capital increases against
non-cash contnbutions, especially in the course of the
acquisition of companies, businesses or investments in
companies, of en the formation of business combinations
The Executive Board 15 further authorised, with the ap-
proval of the Supervisory Board, to exclude subscription
nghts for an amount of up to eur 3,500,000 oo 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-
scnption nghts of shareholders The Executive Board i1s
authonsed to deternine the remairung details of the cap-
ital tincrease and its implementation, with the approval
of the Supervisory Board The new shares can also be
transferied to certain banks specified by the Executive
Board, which assume the responsibihity of offering them
to shareholders (indirect subscription rights)

Authorised Capital il
Based on a resofution passed at the Annual General Meet-
INg On 4 May 2012, the Executive Board was authonised,
with the approval of the Supervisory Board, to increase
capital subscribed by up to eur 70,000,000 untll 3 May 2017
against cash or non-cash contributions by issuing, on one
Or more occasions, a total of up to 27,343,750 new bearer
shares at a notional par value of Eur 2 56

After effecting the ordinary capital increase in the 2012
financial year out of Authonised Capital I, the Executive
Board was also authorised, with the approval of the
Supervisory Board, to increase capital subscrnibed by up
to Eur 37,119,265 28 Until 3 May 2017 against cash and/or
non-cash contributions by 1ssuing, on one ¢r more oc-
casions, 3 total of up to 14,499,712 new bearer shares at
a notional par value of EUr 2 56 The new shares must
be offered for subscription to the sharehelders However,
the Executive Board 15 entitled, with the approval of the
Supervisory Board, to exclude the subscription nghts of
shareholders for the residual amounts, and to exclude
subscription rights to the extent that hotders of options
and/or convertible bonds 1ssued by Linde AG or by any of
1ts direct or indirect subsidiaries may be granted the sub-
scription nghts to new shares to which they are entitled
when they exercise their nights of conversion or option
rights or settle the conversion obligation Moreover, the
Executive Board 15 authonised, with the approval of the
Supervisory Board, to exclude the subscription rights of
shareholders, provided the issue price of the new shares
arising from a capital increase against cash contributions
1s not significantly lower than the price of shares traded
on the stock exchange at the time the 1ssue price is fi-
nally determined, which should be as soon as possible
after the placement of the shares, and the proportion of
the capital subscnibed constituted by the shares issved
does not exceed 10 percent of the capital subscribed et-
ther when this authorisation becomes effective or when
it 1s exeraised In determining the capital lemit, account
must be taken of that part of capital subscribed which
relates to those shares which are used to service options
and/or convertible bonds This 1s only the case if the op-
trons and/or convertible bonds are 1ssued in accordance
with §186 (3), sentence 4, of the German Stock Corpora-
tion Act (AktG) while excluding the subscriphion nghts
of shareholders duning the fetime of this authonsation
Account musl also be taken of that part of the share cap-
ital whichrelates to those shares which are 1ssued on the
basis of the authonsed capital, or sald after repurchase
as own shares, during the fetime of this authonsation in
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accordance or comphiance with §18s (3), sentence 4, of the
German Stock Corporation Act (Ak1G) The Executive Board
15 3lso authonsed, with the approval of the Supervisory
Board, to exclude subscription rights in the case of cap-
ttal increases aganst non-cash contributions, especially
in the course of the acquisition of companies, businesses
or investments in companies, or on the formation of busi-
ness combinations The Executive Board 1s authonised to
determine the remaining details of the capital 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 rightsy

Conditionally autherised capital
The condiionally authonsed capstal at 31 December 2015
compnsed the following

2012 conditionglly authonised capital

The i1ssued share capital can be increased by up to
EUR 10,240,000 by the 1ssue of up to 4,000,000 new bearer
shares with a notional par value of Eur 2 s6 if certain
conditions are met (2012 conditionally authornsed cap-
1tal) The conditionally authansed increase in capital is
approved solely for the purpose of granting subscription
nights (share options) to members of the Executive Board
of the company, members of the executive bodies of af-
fillated companies within Germany and outside Germany
and to selected executives in the company and in affili-
ated compantes within Germany and outside Germany in
accordance with the provisions set out in the authonisation
agreed at the Annual General Meeting on 4 May 2012 (Long
Term Incentive Plan 2012} The conditionally authonised
share capital will only be issued if subscription rights are
exerased n accordance with the authonsation granted
and the company does not meet its obhgatien 1n cash or
with own shares The new shares issued as a resuit of
the exeraise of options are first entitled to dividend in
the financial year in which, at the date of their 1ssue, a
resolution has not yet been passed at the Annual General
Meeting regarding the appropnation of profit

2013 conditronally authorised capital

The 1ssued share capital can be increased by up to
EUR 47,000,000 00 by the i1ssue 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
capitaly The increase in share capital wilt only take place of
{1) the holders and/or creditors of the convertible bonds or
warrant-linked bonds, both existing bonds and in addition
convertible and/or warrant-linkec bonds to be 1ssued by
the company or by Group companies controlied by the
company by 28 May 2018, as a result of the authensation
granted to the Executive Board by the resolution passed
at the Annual General Meeting on 29 May 2013, exercise
their conversion or aptien rights or if {n) the holders
and/or ¢reditors of convertible bonds to be issued by
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the company or by Group companies controlled by the
company by 28 May 2018, as a result of the authonsation
granted to the Executive Board by the resotution passed at
the Annual General Meeting on 29 May 2013, settle their
conversion obligation, although in cases (1) and (s} only
insofar as own shares are not used for this purpose The
new shares are 1ssued at the option or conversion price
to be determined in each case in accordance with the
resolution regarding authonisation referred to above The
new shares participate in profit fsom the beginning of the
financial year tn which they are 1ssued as a result of the
exerase of conversion or option rights or settlement of the
conversion obhigation The Executive Board 1s authonised
to determine the remaining detalls of the conditionally
authonised capital increase and its implementation, with
the approval of the Supervisory Board

Authorisation to purchase own shares
The Executive Board 15 authorsed until 3 May 2017 by
a resolution passed at the Annual General Meeting on
4 May 2012 1o acquire own shares up to 10 percent of cap-
ital subscnbed at the date of the resolution or, if lower,
of the capital subscribed at the date the relevant author-
1sation 1s exeraised

These shares may be purchased on the stock ex-
change, by way of a public purchase offer addressed to
all shareholders or by way of a public invitation to all
shareholders to submit sale offers

The own shares acquired under thss authenisation may

-+ be sold via the stock exchange or by an offer to all
shareholders,

— with the approval of the Supervisory Board, also be
sold otherwise,

— wath the approval of the Supervisory Board, be offered
and transferred in the context of the direct or iIndirect
acquisiion of companies, businesses or investments
in compantes, and in the context of the formation of
business combinations,

— be appropriated to 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 subscrnption rights, to helders of oplion and/or
conversion rights issued by the company or a direct or
indirect subsidiary of the company in the same amount
as that to which they would be entitled after exercising
the option and/or conversion rights or after settlement
of a conversion obhigation,

— be granted in fullilment of the company’s obligations
under the Linde Management Incentive Programme
following the resolution passed at the Annual General
Meeting on 14 May 200z {(agenda 1tem 8},

— be granted in fulfilment of the company's obligations
under the tinde Performance Share Programme fol-
towing the resolution passed at the Annual General
Meeting on os June 2007 (agenda item 7),
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— be granted in fulhlment of the company’s obligations
under the Linde Performance Share Programme fol-
lowing the resolution passed at the Annuat General
Meeting on s May 2012 (agenda item &),

— beissued to members of the Executive 8oard and to
persons currently or formerly employed by the com-
pany, and to members of executive bodies of Linde’s
affilated companies, or be used to service the rights
or obligattons to purchase own shares attnibutable to
the persons named heretofore, or

— be redeemed, with the approval of the Supervisory
Board

The Company holds a total of 95,109 own shares This
corresponds to a share of EUR 243,479 04, or © 05 percent,
of the capna! subscnbed The shares are being used to
fulfil the nghts to transfer shares of the company under
the Matching Share Plan to all participants in the plan,
including the members of the Executive Board
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Capitol reserve

The capital reserve compnses the premiums arising on
the issue of shares and the expenses relating to the i1ssue
of option nghts to employees in accordance with iFRS 2
share-based Payments

Revenue reserves
Included under this heading are the past earnings of the
companies included 1n the Group financial statements, to
the exient that these have not been distnbuyted
In addition, the effects of the remeasurement of de-
fined benetit plans and the effects of the himit on a de-
fined benefit asset (asset celling as set out In FAS 19 64)
have been recogmised inrevenue reserves This makes it
quite clear that these amounts will not be transferred to
profit or loss in future peniods A deferred tax effect of eur
-56 mwas recegnised In the movement In revenue reserves
as a result of actuanal gains and losses (2014 R 173 m)
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Cumufative changes in equity not recog-
mised through the stotement of profit or loss
Disclosed under this heading are the differences anising
on the translation of the financial statements of foreign
subsidianies and gains or losses on the remeasurement
of secunties and hedging instruments, accounted for In
equity rather than being recognised in the statement of
profit or loss

Movements in cumulative changes in equity not rec-
ogmised in profit or loss were as follows

E74 MOVEMEINT IN CUMULATIVE CHANGES NOT RECOGNISED THROUGH THE STATEMENT OF PROFIT OR 1 0SS

2015 2014
in EUR m Before tax Tox effact Net  Before tox Fax effect Net
MOVEMENT IN CURRENCY TRANSLATION
DIFFERENCES 1,093 - 1,093 1,308 - 1,308
MOVEMENT IN UNREALISED GAINS/LOSSES
ON AVAILABLE-FOR-SALE FINANCIAL ASSETS -9 2 -7 ~-14 4 -10
Movement in accumulated
unrealised gains/losses -8 2 -6 - -1 -1
Realised gains/losses -1 - -1 -14 5 -9
MOVEMENT IN UNREALISED GAINS/LOSSES
ON HEDGING INSTRUMENTS -484 7 -477 -721 n -650
Movement in accumulated
unieahsed gamns/iosses -466 2 -464 ~705 67 -638
Realised gains/losses -18 5 ~13 -16 4 -12

Non-controlling interests
The interests of the non-controlling shareholders in equity
relate maimly to the following Group companies

E75 NON-CONTROLLING INTERESTS

in EUR m 31122015 31122014
LINDE LIENHWA INDUSTRIAL GASES

C0 LTD , Taiwan 268 256
BOCTISCO GASES €O, Ltd, China 73 81
African Oxygen Limited,

South Africa 73 80
shanghal Hualin industnal

Gases Co Lid, China 50 47
Ma'anshan BOC-Ma Steel Gases

Company Linited, China 49 45
LINDE INDIA LIMITED, ind1a ) 44
MIG Production Company Limited,

Thailand 35 34
Saudi Industrial Gas Company,

Saudi Arabia 33 29
Linde Gas Algene § p A, Algena n 32
Linde Engineering (Dalian) Co Lid,

China 24 25
vanous other companies 188 188
TOTAL 871 861
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The vating nghts of non-controlling shareholders corre-
spond to their share of the equity in the companies con-
cerned Cetailed information about individual subsidianies
which have non-controlling shareholders is not disclosed
due to the indivedual figures not being material Further
information about the individual companies s given in
the list of shareholdings on raGss 202 10 219

Capital structure management

Linde's capital structure management ss based on various
financial performance indicators such as the equity ratio
and the dynamic indebtedness factor The aim of the cap-
wal structure management 15 to obtamn unrestricted access
to the capital market and to achieve a stable credit rating

Further information about this can be found in the comarneo
MANAGEMENT REPORT ON PAGES 65 10 66 AND 68 10 69
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[23] Provisions for pensions
and similar obhgations

E76 PROVISIONS FOR PENSIONS AND SIMILAR

OBLIGATIONS
inEUR m 31122015 31122004
Provisions for pensions 1,056 1,247
Provistons for simalar obhigations 12 18
TOTAL PROVISIONS 1,068 1,263
Pension assets 118 17

Pension provisions are recognised in accordance with
1AS 19 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
to the variety of legal, economic and fiscal conditions
apphicable in each country These are generally based on
the remuneration and length of service of the employees

The prowisions for similar obligations include bndging
payments in Germany as well as other obligations

Occupational pension schemes can be either defined
contnbution or defined benefit schemes In the case of
defined contribution plans see 6iossary}, the company
incurs no obligation other than the payment of contribu-
tions to 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 distingumished the recognition of provisions
for pensions and the use of externally financed pension
schemes The Linde Group’s main defined benefit plans
are descrnibed below

The defined benefit commitments in Germany relate
to old age pensions, invahidity pensions and surviving
dependants pensions These commitments are based prin-
cipally on defined contrnibution pension rules, whereby

vested nights for penods of service prior to 1 January 2002
based on earher final-salary pension 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 fsee 6iossary] The
resulting pension payments are calculated on the basis
of an interest guarantee and the performance of the cor-
responding investment There are ne minimum funding
requirements The pension obligations in Germany are
partly funded by a Contractual Trust Arrangement (CTA)

Defined benefit commitments in the UK agreed prior
to 1)uly 2003 are earnings-related and dependent on the
period of service, and relate to old age pensions, invalidity
pensions and surviving dependants pensions

with effect from 1 Apnil zon, the amount of future in-
creases in inflation-lhinked pensions and of increases in
pensignable emoluments was restnicted

Legal, regulatory and contractual sunimum funding re-
quirements are in place Pension obligations in the UK are
to a great extent funded Oefined beneht pension plans
were closed to new entrants from 1 july 2003

Defined benefit commitments in the United States re-
late to old age pensions, invalidity pensions and surviv-
ing dependants pensions The commitments are based on
pension regulatiens which are dependent on the pertad of
service and salary of the employee Most of the pension
plans take the form of cash balance plans The plan pat-
tiaipants have the option to take a lump-sum payment or
annual pension payments Legal and regulatory minimum
funding requirements are tn place

Pension obligations in the United States are currently
fully funded The amount of the pension oblrgation (ac-
tuarial present value of the defined benefit obligation, or
DBO} s calculated using actuanial valuation methods, which
require the use of estimates In addition to assumptions
about mortality and disability, the following assumptions
which depend on the econemic situation in that paritcutar
country are alsg relevant, so that for countnes outside
Germany wetghted average figures based on the obh-
gation are given

E77 ASSUMPTIONS USED TQ CALCULATE THE PROYISIONS FOR PENSIONS

Germany uK Othes Europe USA Other countries
in % 2015 2014 2015 2014 2015 2014 20015 2014 2015 2014
Discount rate 250 220 390 360 164 195 360 3 50 405 472
Growth in future benefits 250 225 250 250 184 263 - - 398 405
Growth in pensions 163 164 328 319 105 134 196 195 141 172
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The growth in future benefits compnses expected future
increasesin salanes, which are estimated annually, taking
inflaticn and the economic situatton inta account

The sensitivily analyss below demonstrates the extent
to which the present value of the defined benefit obhga-
tton changes when, n each case, just one of the actvaral
assumptions changes while the pther actuanal assumptions
remain the same The impact of any correlation between
the vanous assumptions has not been taken into account

E 78 SENSIIIVITY ANALYSIS

chonge Germany ux
in EUR m 3112 2015 31122014 31122015 3112 2014
+50 bp B =11 AL -349 -336
Discount rate -50 bp 125 128 383 385
+50 bp 10 12 - -
Growth in future benefits -50 bp -1 -13 - -
+50bp 68 74 307 316
Growth in pensions -50 bp -62 -64 -284 -281

fFor the pension plans in Germany, an increase of one year
inlife expectancy would result in an increase tn the defined
benefit obligation of 51 percent The sensitivity analysis
of hfe expectancy in Germany 1s based on penston 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 UX, an mcrease of one
year in life expectancy would result in an increase in the
DBO of 3 0 percent (zot4 3 o percent) For the pension
plans in the United States, no sensitivity analysis of Iife
expectancy was prepared, as the plan participants gener-
ally avail themselves of the option to be paid a lump sum

In Germany, ife expectancy is calculated on the basts of
the "2005 G mortality tables” produced by Professor Dr Klaus
Heubeck Pension plans in the UK use their own mortality
tables and biometric assumptions These are determined
on the basis of actual experience In a pool of comparable
penston plans At the balance sheet date, the average
life expectancy applicable to pension plans in the UK s
22 o years for a male pensioner aged 65 (2014 22 0 years}
and 23 s years for a female pensioner aged ss (2014 235
years), while the future average life expectancy at the
pensionable age of 65 for active members of the pension
plans s currently 23 8 years for men aged 45 (2014 23 8
years) and 26 1 years for women aged as (2014 26 0 years)
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Other Europe USA Gther countries Tolel
37112 2015 3112 2014 3112 2015 31122014 31122015 37122014 3112 2015 31122004
-35 -60 -29 -25 -1 ~15 -535 ~-547
39 71 30 27 16 17 593 628
9 17 2 2 4 B 25 39
-8 -15 -2 -2 -7 -6 -28 -36
17 [3) - - 3 4 395 455
-27 -54 - - -3 -3 -376 -402
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Reconcihation of the defined benefit obligation and of
the plan assets

E79 _ RECONCILIATION OF THE DBO AND OF THE PLAN ASSETS

Germany UK
Oefined banefit Defined benefit
in EUR m obligotion Plan assels oblhigetion Plan assets
AT 01 01 2014 1,13% -423 3,291 -3,342
Service cost 24 - 36 -
Current service cost 24 - 36 -
Past service cost - - - -
Interest expense (+}/interest income () 42 -23 156 -159
Remeasurements 269 -33 380 -160
Return on plan assets (excluding amounts
included 1n interest expenses and iIncome) - -33 - -160
Actuanal gains (-3/losses (+) 269 - 380 -
Effects from changes
in demographic assumptions - - -83 -
Effects from changes
i financial assumptions 266 - 474
Effects from changes
in experience adjustments 3 - -1 -
Employer contnbutions - =302 - -62
Employee contnbutions 9 -9 1 -1
Pension payments made -50 1 -123 123
Settlement payments - - - -
Effects of changes in exchange rates - - 243 -23%
Changes in scope of consolidation/other changes -1 1 - 2
AT 3112 2014/01 01 2015 1,432 -788 3,984 -3,838
service cost 42 - 52 -
Current service cost 42 - 52 -
Past service cost - - - -
Effects of plan curtailments - - - -
Effects from plan settlements - - - -
Interest expense (+)/interest income (-} 5}l -17 152 -147
Remeasurements -75 1 -234 167
Return on plan assets (excluding amounts
included in interest expenses and iIncome) - 1 - 167
Actuanal gains (-}/lesses (+) -75 - -234 ~
Effects from changes
1n demographic assumptions - - - -
Effects from changes
in frnancial assumptions -70 - -165 -
Effects from changes
in experience assumptions -5 - -69 -
Employer contributions - -2 - -76
Employee contributions 13 -13 1 -1
Pension payments made -52 2 -143 143
Settlement payments - - - -
Effects of changes in exchange rates - - 218 -208
Changes in scope of consolidation/other changes - - - 3
AT 3112 2015 1,391 -807 4,030 -3,957
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Other Fuiope USA ather couniries Total
Defined benefit Defined benefit Defined benefit Defined benefit

obligation Plan assets obhigation Plan assets obligation Plan assels obhgation Plon ossets
702 =526 450 ~512 259 -270 5,841 -5,073
20 - 17 - 10 - 107 -
20 - 16 - 11 - 107 -
- - 1 - _1 - - -
23 -18 19 -1 14 -16 254 ~237
177 -48 13 24 26 -7 865 -224
- ~-48 - 24 ~ -7 - -224
177 - 13 - 26 - 855 -
1 - 12 - - - -70 -
185 - 16 - 17 - 958 -
-9 - -15 - 9 - -23 -
- -19 - -1 - -7 - -391
5 -5 - - 1 -1 16 -16
-27 20 -26 23 -26 23 -252 190
-8 - 63 -66 14 -13 312 -318
2 -2 - - - - 1 1
894 ~-598 336 -553 298 -29 7,144 -6,068
-37 - 19 - 10 - 86 -
21 - 12 - 1 - 145 -
-4 - - - - - -4 -
-24 - - - -1 - -25 -
-30 - - - - - -30 -
14 -7 20 -21 13 -14 230 -206
5 -25 -2 41 -2 2 -308 196
- -25 - 4 - 2 196
5 - -2 - -2 - -308 -
-14 - -4 - - - -18 -
24 - -1 - 1 - -1 -
-5 - 3 - -3 - -79 -
- -13 - - - -9 - -100
3 -3 - - 1 -1 18 -18
-22 15 -36 33 -4 36 -254 229
-290 290 - - - - -290 290
20 -14 60 -62 -1 15 287 -26%
3 2 - - 2 1 5 6
590 -353 597 -562 270 261 6,878 -5,940
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tnthe reporting year, the rearganisation of defined bene-
fit plans in the Netherlands resulted in 3 large part of the
pension schemes being transferred to a pension fund This
had a positive effect on operating profit in the amount
of Eur 42 min total The positive effect included income
from a plan curtatlment of eur 22 m, Income from a plan
settlement of eur 30 m and expenses of eur 10 m which
are not, however, included in the pension expense

In 2014, Linde transferred an amount of evr 300 M 1N
respect of the German defined benefit pension plans to the
existing Contractual Trust Arcangement (CTA) The funds
allocated were obtained by 1ssuing a bond for the same
amount The increase in plan assets led to a reduction in
the net interest expense in respect of defined benefit
pension obligations in Germany

Actual income from plan assets tn external penston
funds 1n 2015 was Eur 10 m (2014 EUR 461 M) This was lower
than the interest income from plan assets of tur 206 m
(2014 Eur 237 m) calculated at the corresponding DBO
interest rate

Employer’s contnibutions in the 2015 financial year
totalled eur 100 m (2014 EUR 391 m) The employer con-
tnbutions for the previcus year include the amount of

eur 300 m transferred ta the existing Contractual Trust
Arrangement (CTA) to fund the German defined benefit
pension plans

Payments of employer’s contnbutions to increase plan
assets in external pension funds in the 2016 financial year
are expected to amount to eur 99 m These include eur 30 m
{2015 Eur 30 m) which relates to special payments in the
UK to close the ongoing shortfall in the UK pension plans
in the medium term in accordance with local valuation
rules The relevant funding plan runs until March 2017, un-
less the shortfall 1s made up sooner, in which case 1t 1s
terminated early

The expense for newly acquired pension entitiements
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 1S
16 8 years (2014 16 4 years)

During the reporting pertod, the following items re-
lating to defined benefit abligations were recogrised in
the income statement

E 80 PENSION EXPENSE RELATING TQ DEFINED BENEFIT PLANS

Germany 7/ 4
1 EUR m 2015 2014 2015 2014
Sefvice cost 42 24 52 36
Current service cost 42 24 52 36
Past service cost - o -
Gains (-)/losses (+) from plan curtailments - Y - -
Gains (-)/losses (+) from plan settlements - - - -
Net interest expense (+)/income {-} 14 19 5 -3
interest expense from DBO 3 42 152 156
interest income from plan assels -17 -23 -147 ~159
Other effects recognised through profit or foss - - 3 2
Tota! net pension cost 56 43 60 35

For the external financing of defined benefit obligations,
The Linde Group uses standard international mode!s for
the transfer of penston assets (e g pension funds and
Contractual Trust Arrangements) Pension plans financed
via external pension funds exist principally in Australia,
Canada, Germany, Hong Kong, Ireland, the Netherlands,
New Zealand, Norway, South Africa, Spain, Switzerland,
the UK and the Us

In same countnies, Linde 1s obliged to make contribu-
tions to plan assets as a resylt of legal requirements or
contractual agreements tn certain countnies, however,
these increases In plan asseis will not fead to the recog-
mtion of an asset because of the asset ceiling descnibed
in 1AS 19 64 (IFRIC 14) In 2015, there was no asset celling
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Other Europe USA Other countries Totol
2015 2014 2015 2014 2015 2014 2015 2014
-37 20 19 17 10 10 86 107
21 20 19 16 " 1 145 107
-4 - - 1 - -1 -4 -
-24 - - - -1 - -25 -
-30 - - - - - -30 -
7 5 -1 -2 =1 -2 24 17
14 23 20 19 13 14 230 254
-7 -18 -21 -21 -14 -16 -206 -237
- o - 1 1 4 3
-30 25 18 15 10 9 114 127
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Funding status of the defined benefit obiigation

E 81 FUNDING STATUS OF THE DEFINED BENEFIT QBLIGATION

Germany ux
In EUR m 2015 2014 2015 2014
Actuanal present value of pension obligations
(defined benefit obligation) 1,391 1,432 4,030 3,984
of which unfunded pension obligations 60 64 - -
of which funded pension abligatiens 1,331 1,368 4,030 3,984
Fair value of plan assets -807 -788 -3,957 ~-3,838
NET OBLIGATION 584 644 73 146
Cumulative effect of asset ceiling - - - -
AMOUNT AT 3112 584 644 73 146
of which pension provision {+} 584 644 97 173
of which pension asset () - - -24 -27

The tinde Group 1s exposed to vanous risks in relation to
defined benefit penston schemes in addition to general
actuanal nsks, the Group 1s exposed 1o currency nsk and in-
vestment sk in respect of the plan assets see gpPoRTUNITY
AND RISK REPORT, PAGES 91 TO 107

Plan assets and the defined benefit obligation may
fluctuate over time To compensate for such fluctuations,
poteatial fluctuations in the defined benefit obligation

E 82 PORIFOLIC STRUCTURE OF PENSION ASSETS

are taken into account in the course of the investment
management of the plan assets In dea) circumstances,
plan assets and penston obhigations are inftuenced in the
same way by external factors, which provides a natural
protection against such factors (liability-driven invest-
ment) Moreover, the broadly-based portfolio structure
of plan assets in The Linde Group results in diversification
of capital market nisk

Germany UK
n EYR m 2015 2014 2015 2014
Shares 212 224 732 690
Fixed-interest securities 363 423 2,404 2,493
Property 16 38 126 140
insurance _ - - - -
Othes 186 103 495 515
TOTAL 807 788 3,957 3,838

Plan assets comprise mainky shares and fixed-interest se-
cunties Prices quoted in an active market are not available
in the case of property and insurance

Financial tnstruments 1ssued by comparnies in The
Linde Group are not Included in plan assets to a signifi-
cant extent Praperty which is used by Group companies
15 not mcluded in plan assets

Defined contribution plans
The total of all pension costs relating to defined contribu-
tion plans 1n 2015 was EUR 221 M (2014 EUR 186 m) Of this
amount, contributions 1o siate pension schemes in 2015
totalied eur 110 m {2014 EvR 90 m)
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Other Europe USA Other tountries Total
2015 2014 2015 20014 2015 2014 2015 2014
590 894 597 536 270 298 6,878 7,144
156 164 30 73 1% 39 335 340
B 434 730 517 63| 231 259 6,543 6,804
-353 -598 -562 -553 . :261 -29 -5,940 -5,068
137 296 35 -17 L4 7 938 1,076
237 296 35 -17 9 7 938 1,076
237 296 23 Fed B __E 50 1,056 1,247
- - ~-48 -91 -46 -53 -118 -171

Qther Europe USA Qther countrias Tolo!
2015 2014 2015 2014 2015 2014 2015 1% 2014 in%
95 149 121 140 19 104 1,239 209 1,307 215
109 319 364 356 111 108 3,351 564 3,699 610
42 40 - - Al 15 225 38 233 8
51 52 - - 17 16 68 11 68 11
56 38 77 57 43 48 1,057 178 761 126
353 598 562 553 261 291 5,940 100 0 6,068 100 0
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[24] Other provisions

At the balance sheet date, other provisions had the fol-
lowing matunty structure

E 83 OTHER PROVISIONS

Current Non-cuirent Total
inEUR M 2015 2014 2015 2014 2015 2014
PROVISIONS FOR TAXES 3 21 - - 23 1
0bligavons frem delivery ransactions 151 160 63 77 220 237
warranty obligations and nisks from i o
transactions i1n course of completion $? 105 45 64 162 169
Dbligations relating to personnel 511 493 33 88| 594 579
Insusance obligations - - - 7 - 7
Dismanthng obligatiens 6 [ 234 206 240 212
Other obligations 31 227 929 52 380 279
OTHER PROVISIONS 1,066 99N 530 492 1,596 1,483
TOTAL 1,089 1,012 530 492 1,619 1,504

Provisions for taxes include only other taxes

The provisions for warranty obligations and risks from
transactions i course of completion consist principally
of provisions for anticipated losses on transactions, for
litigation and for guarantees and warranty obligations
The provisions for warranty obligations relate mainly to
the Engineering Owvision and are generally utilised within
three years

The provisions for obligations relating to personnel
comprise mainly provisions for pre-etueent part-tune
work, outstanding holidays, anmversanes, and wages and
salanes not yet paid The provision for obligations relating
to pre-retirement part-time work 1s based on individual
contractual agreements Theinsurance obligatiens in the
2015 financial year related solely to Priestley Dublin Rein-
surance Ccompany Limited

E£84 MOVEMENTS IN OTHER PROVISIONS

The provisions for dismantling obligations are stated at
the discounted settlement amount on the date the plant
comes on stream A corresponding item 15 recogmised in
tangible assets and 1s subject to depreciation The provi-
ston s compounded over the duration of the underlying
contracts Due to the wide range of residual terms of the
contracts, the residual term of the provision falis mainiy
in a range of between one and twenty years Changesin
estimates, where these involve a change in assumptions
about future cost trends or changes i intecest cates are
adjusted forin the carrying amount of the relevant plant
without affecting profit or loss

The unwinding of nterest applied to other long-term
provisions amounted o eur 7 m (2014 EUR 8 M)

Changes In
Opening the scope tlosing
bolonte ot of consolf bolante of
In EUR m 071 01 2015 dotion"  Utilisalion Release Additien Trensfer 3112 2015
PROVISIONS FOR TAXES 21 -14 12 8 36 - 23
obhigations from delivery
transactions _ 237 -13 36 35 67 - 220
warranty obligations and risks
from transactions in course of
completion 169 13 56 57 97 -5 ﬁftﬁl
Obligations relating to personnel 579 15 340 25 356 9 594
Insurance obligations 7 - - 7 - - -
Dismanthing obligations 212 12 5 6 27 - 240
Other obligations 279 4 44 51 197 -4 381
QOTHER PROVISIONS 1,483 3 481 131 744 - 1,596
TOTAL 1,504 17 493 189 780 - 1,619

* Including cuirency difterences
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[25] Financial debt

financial debt comprises interest-bearing obhgations of
The Linde Group, analysed as follows

E85 FINANCIAL LIABILITIES

Lurrent Non current fotol
Due within Due In one Due in more
one year to five yeors than five yeors
in EUR m 2015 2014 2015 2014 2015 2014 2015 2014
Subordinated bonds - - - - 1,050 1,049 1,050 1,049
Other bonds 383 Falil 4,460 3,717 2,3 3,095 7,164 7,522
Commercial papers (CF) 79 75 - - - - 79 75
Liabilities 1o banks a7 490 432 394 18 125 241 1,009
Other financial hiabifities __ 7o 19 142 158 37 24 249 201
GROSS FINANCIAL DEBY 1,023 1,294 5,034 4,269 3,426 4,293 9,483 9,856
Less Securties 421 521 - - - - 421 521
Less Cash and cash equivalents 1,417 1137 - - - - 1,417 1,137
NET FINANCIAL DEBT -B15 -364 5,034 4,169 3,426 4,293 7,645 8,198

0f the subordinated bonds and other bonds at 31 Decem-
ber 2015, eur 662 m and EuR 2 397 bn respectively (2014
EUR 650 M and Eur 2 603 bn respectively) werein a far
value hedging relationship 1f there had been no adjustment
to the carrying amount as a result of fair value hedging
relationships outstanding at the year-end which had been
agreed, the subordinated bonds of eur 1 050 bn would have
been eur 12 m lower and the other bonds of eur 7164 ba
would have been tur 65 m lower In total, financial debt
has increased by a total of eur 77 m (2034 EUR1TI M) 25 a
result of fair value hedging relationships

0f the other bonds, eur 681 m was in a cash flow hedg-
ing relatonship at 31 December 2015 (2014 EUR 713 M)

E86 FIXED-INTEREST BONDS

The Linde Group concludes Credit Suppart Annexes (CSAs)
with banks to minimise counterparty risk Under these
agreements, the positive and negative fair values of deriv-
atives held by Linde AG and Linde Finance 8 V are collater-
alised with cash on aregular basis The amount arising from
these agreements which is disclosed in bank loans and
overdrafts within financial debt s Eur 65 m (2014 EUR 80 M)

In the 2015 and 2014 financial years, there were no
defaults or breaches of loans payable

The bonds are analysed as follows

Welghted average
Nominal volume in welghted averoge elfective
refevant currency residuol maturity interestrate

Issuer (I5% code) EUR m' fin yeors)? (in percent)?
Linde Finance B v, Amsterdam/Linde AG, Munich EUR5,730m 5,769 41 15

Linde Finance B v, Amsterdam Ger 750 m 1,030 31 69

Linde Finance § v, Amsterdam/Linde AG, Munich usp 700 m 639 47 21

Ltnde AG, Munich NOK 2,000 m 208 18 28

Linde Finance B V, Amsterdam AUD 100 m 67 35 43

TOTAL 7,713

* inctudes adjustmenis relating to hedging transactions

= subordinated bonds issued by Linde are included only untll the end ol 1he period when Linde may {lrs1 exercise Its right to call In the bond

* Elfectlve interesl rate In the relevant corrency
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E 87 VARIABLE-INTEREST BONDS

Nominal volume In Weighted gverage weiphted averoge
refevant currency residuel matunty coupon
issuer (150 code) EUR m (In years) (in pescent)’
Linde Finance B ¥V, Amsterdam uso 490 m 451 27 10
Linde Finance B v, Amsterdam EUR 50 m 50 24 05
TOTAL 501

Current coupon bn 1he relevant curiency

Subordingted bonds
There 15 a right to call the tur 700 m and GBP 250 m sub-
ordinated bonds issued in July 2006 which have a final
matunity date of 14 July 2066 This nght applies as from
14 July 2016 [f the right to call the foan 1s not exerased
on this date, the coupon will attract interest at a vanable
rate (3-month Eunbor +4 125 pescent for the euro bond
and 3-month LIBOR +4 125 percent for the bond in British
pounds} The right to call the loan wilt 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
secunties pan passu or subordinated secunties or Linde AG
makes dividend payments

Other bonds

In October 201s, Linde Finance B V made three 1ssues wath

a total volume of eyr 230 m under the eur 10 bn Debt issu-
ance Programme a five-year fixed-interest eur so m bond

with a coupon of 0 634 percent, a twelve-year fixed-in-
terest Eur 80 m bond with a coupon of 1 652 percent, and

a3 1s-year fixed-interest eur 100 m bond with a coupeon of
19 percent All three 1ssues are guaranteed by Linde AG

The proceeds of the 1ssue were used to redeem a Eur 600 m

bond which fell due in December 2015

Euro commercial papers

The Linde Group uses a Eurg Commercial Paper Programme
for short-term financing Under the programme, the issu-
ers are Linde AG and Linde finance B ¥ with a guarantee
from Linde AG The volume of the programme 15 Eur 2 bn

At 31 December 2015, there were no commercial papers

outstanding under this programme

170

Bank loans and overdrafts

In july 2013, Linde agreed a new EuR 2 5 bn syndicated
credit facihity whichis avatlable for a five-year penad, with
two aptions to extend the faciity, in each case by one
year (subject to the agreement of the lenders) 33 major
German and international banks used by Linde are involved
in the consortium offering the credit facility In 2015, Linde
successfully extended the faciity until 2020

Financial covenants
No financial covenants are contained in the agreement
relating to the eug 2 5 bn syndicated credit facihty

The bank loans and overdrafts of African Oxygen Lim-
ited include various financial covenants relating to key
financial figures in African Oxygen Limited All the finan-
aial covenants relating to Afncan Oxygen Limited were
tulfifled in the 2015 and 2014 financial years
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[26] Liabihities from finance leases
Labihues from finance leases are repaid over the {ease
term They have the following residual lease terms at the

balance sheet date

E 88 LIABILITIES FROM FINANCE LEASES

in EUR m 31122015 31122014

TOTAL FUTURE MINIMUM LEASE

PAYMENTS (GROSS INVESTMENT) 115 114
due within one year _ 22 23
due tn one to five years 4 36
due in more than five years 50 55

PRESENT VALUE OF MINIMUM

LEASE PAYMENTS 78 74
due within one year 23 23
due in one to five years 3 30
due 1n more than five years 20 21

FENANCE CHARGE INCLUDED IN THE

MINIMUM LEASE PAYMENTS 37 40

The carrying amounts of assets held under finance leases
are disclosed principally under tangible assets see noTE [15]
These assets comprise distribution equipment, vehicles and
ather fixtures and fittings Buildings are also included here
Some of the lease agreements contain extension clauses,
purchase options or price adjustment clauses customary
in the market
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(271 Trade payables, other liabili-
ties, habilities from income taxes

89 TRADE PAYABLES AND OTHER LIABIITIES

Current Non current Total
in EUR m 2015 2014 2015 2014 2015 2014
Percentage of completion (PoC) 661 810 - - 661 810
Other 2,562 2,675 3 2 2,565 2,677
ACCOUNTS PAYABLE FOR GOODS AND SERVICES 3,223 3,485 3 2 3,226 3,487
Payments received on account of orders _ 223 163 9 12 232 175
Other taxes 207 m 4 5 21 176
Social securty 62 61 _ 1 1 63 62
Derivatives with negative fan values 189 158 486 377 675 535
Other liabilities 574 520 347 253 921 773
OTHER LIABILITIES 1,255 1,073 847 648 2,102 1721
INCOME TAX LIABILITIES 568 525 - - 568 525
TOTAL 5,046 5,083 850 650 5,896 5,733

Percentage of completion trade payables of Eur 6s1 m
(2014 Eur 810 m}) relate to advance payments recewved
on construction contracts, where these exceed the state
of completion of the contract

Income tax payables are disclosed as current in accord-
ance with 1AS 1 69 (d) as they are dee withimmedate 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 more than twelve months after the
balance sheet date

Also included (n income tax payables are payables re-
lating to prior penods anising from external tax audis m
varous countries
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Performance torgets

Options may only be exerased 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 (1) earnings per share and (n) relative total
shareholder return Withun each individual tranche of op-
tions, equal weighting 1s given to the "earnings per share”
performance target and the “relative total shareholder

OTHER INFORMATION

NOTES TO THE <146
GROUP STATEMENT OF
FINANCIAL POSITION
OTHER INFORMATION 173
INDEPENDENT »221
AUDIFORS® REPORT

[28] Share option schemes

Linde Performance Shore Programme 2012

It was resolved at the Annual General Meeting of Linde AG
held on 4 May 2012 tointroduce a perfermance share pro-
gramme for management (Long Term Incentive Plan 2012 -
LTIP 2032), under which up to 4 suilien options can be issued
over a total peried of five years For this purpose, the issued
share capital can be increased by up 10 Eur 10,240,000 by
the 1ssue of up to 4 million bearer shares with 2 notional
par value of Eur 2 56 If certain conditions are met (2012
conditronally authonised capital)

The aim of LTIP 2012115 to encourage continuing loyalty
to The Linde Group of management personnel in Linde AG
and 1ts affihated companies within and outstde Germany
by creating a vanable remuneration component in the
form of shares which will act as a long-term incentive and
which entails an element of nsk

The options may be sssued in annual tranches dur-
ing the authonsed perntod Each option confers the right
to purchase gne share in Linde AG at the exercise price,
whichs equivalentin each case to the lowest 1ssue price,
currently euR 2 56 per share Linde AG may decide, atats
own discretion, at any time until the beginning of the ex-
ercise penod that the option entitlements of the option
holders may be met by providing ewn shares or making a
paymentin cash insiead cf 1ssuing new shares out of the
share capital conditonally authonised for this putpose The
Linde Performance Share Programme 20121s designed as
share-based payment with compensation provided in the
form of equity instruments Each individual tranche may be
issued within a periad of 15 weeks after the Annual General
Meeting of Linde AG The options may not be exercised
until 3 qualifying period has expired The qualifying pe-
nodbegtns on the issue date which has been determined
and ends on the fourth anmiversary of the 1ssuve date If
oplions are to be exercised, this must take place duning
a penod of twelve months from the end of the relevant
qualifying period (the exercise penod)
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return” performance target Within each of these per-
formance targets, 2 minimum target must be reached if
the options are te become exercisable, and there 1s also
a stretch target If the stretch target for one of these per-
formance targets 1s reached, all the options relating to
that performance target become exercisable

“Earnings per share” performance target
The mimimum target for the “earnings per share” perfor-
mance target s reached if the diluted earmings per share
of the company adjusted for non-recurring items for the
financial year ending before the expiry of the qualifying
penod achieves a compound average growth rate (CAGR)
of 5 percent when compared with the diluted earmings per
share of the company adjusted for non-recurning items for
the finanaial year ending before the issue of the options
The stretch target for the "earnings per share” perfor-
mance target is reached if the diluted earmings per share
of the company adjusted for non-recurring items for the
finanoial year ending befere the expiry of the qualifying
period achieves a CAGR of at least 11 percent when com-
pared with the diluted earnings per share of the company
adjusted for non-recurnng stems for the financial year end-
ing before the 1ssue of the options The calculation of the
“"earmings per share” performance target is derived from
the diluted earnings per share of the company adjusted
far nen-recurang items disclosed 1n the audrted Group fi-
nancial statements of The Linde Group for the appropnate
financiat year if no adjustment for non-recurning items
has been made in that financial year, the relevant figure
15 the diluted earnings per share disclosed in the Group
financial statements Non-recurning items are items which,
due te ther nature, frequency and/or scope, might have
an adverse impact on the extent to which the diluted
earnings per share figure provides an informative picture
of the ablity of The Linde Group to sustain its profitability
in the capital market Adjusting diluted earmings per share
far non-recurning items 15 designed {o increase transpar-
ency in respect of the Groups abelity to sustain profitability
If the miimum target (s reached, 12 s percent of all the
options in the relevant tranche may be exerased If the
stretch target 1s reached, 5o percent of all the options in
the refevant tranche may be exerased ( e all the options
dependent on this performance target If the mimimum tar-
get s exceeded, but the stretch target is not reached, the
number of options that may be exercised 1s determined on
astraight-hne basis and will he between 12 5 percent and
so percent of all options tssued on the same issue date,
depending on the extent by which the mmimum target 1s
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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 earmings per share are
gveninnore {13] The “earnings per share” performance
targets regarded as a non-market performance condition
as defined by IFRS 2

“Relative total shareholder return”

perfoarmance target

The mimmum target for the “relative total shareholtder re-
turn” performance target s reached if the total shareholder
return of the Linde AG share exceeds the median of the
values for total shareholder return in the control group
(described below) in the peniod between the issue date and
the beginning of the exercise pertod 1f the contro! group
contarns an even number of values, the average of the
two values lying in the middle 1s deemed to be the median
The stretch target for the “relative total shareholder return”
performance target 1s reached if the total shareholder re-
turn of the Linde AG share 15 1n the upper quartile of the
values for total shareholder returnin the control group in
the penod between the 1ssue date and the beginning of
the exercise penod The total shareholder return of the
Linde AG share compnses (1) the absolute increase or de-
crease in the price of a Linde AG share when compared to
its imtial value and {n) 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 calculation relates to the period between
(and inclusive of} the 15sue date and the third last stock
exchange trading day 1n the Xetra trading system {or in a
comparable successor system) of the Frankfurt Stock Ex-
change before the exercise period The absolute increase
or decrease in price of the Linde AG share corresponds to
the difference between the average of the closing prices
(or of equivalent successor prices) of Linde shares in the
Xetra trading system (or 1n a comparable successor system)
of the Frankfurt Stock Exchange over the penod between
(and inclusive of) the s2nd stock exchange trading day
to the third tast stock exchange trading day before the
exerase period (the fina! value) and the imitial value The
initial value of the share for the determination of the total
shareholder return 1s the average of the closing prices (or
of equivalent successor prices) of Linde shares on the last
0 stock exchange trading days 1n the Xetra trading system
(or 1n a comparable successor system) of the Frankfurt
Stock Exchange before the issue date of the subscription
nghts For the purposes of the LTIP 2012, the value of
one statutory subscription nght 1s the velume-weighted
average of the closing prices in that period in which the
subscription nghts are traded in the Xetra trading system
{or a comparable successor system) of the Frankfurt Stack
Exchange The control group comprises companies in the
DAX 30 at that tme, with the exception of Linde itself
Companies which are either excluded from or included in
the DAX 3¢ duning the period on which the calculation of
the tatal shareholder return is based are ignored for the
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purposes of the calculation When determining the total
shareholder return for shares in the control group, Linde
may have recourse to data supphed by a recognised in-
dependent provider of financial data If a company in the
controf group trades different classes of share or shares
with differing profit entitlements on the stock exchange,
only the shares which form the basis for the determina-
tion of the DAX 30 value are taken into consideration
if the mimimum target 1s reached, 12 s percent of ali the
options 1n the relevant tranche may be exercised If the
stretch target 1s reached, so percent of all the options in
the relevant tranche may be exeraised 1 e all the options
dependent on this performance target If the mintmum tar-
getis exceeded, but the stretch target s not reached, the
number of options that may be exercised s determined on
a straight-hine basis and will lie between 12 s percent and
50 percent of all options 1ssued on the same 1ssue date,
depending on the extent by which the mimmum target s
exceeded and the proximity of the figure to the stretch
target M this calculation does not resultin a round figure,
the percentage should be rounded to one decimal point

The "relative total shareholder return” target is regarded
as a market-based performance condition as defined by
IFRS 2 and 15 included in the measurement of the option
price




LINDE FINANCIAYL REPORT 2015

In accordance with IFRS 2 Share-based Payment, the total
value of share options granted to management is detes-
mined at the issue date using an option pricing model
The total value calculated of the share options at the i1s-
sue date 15 allocated as a persennel expense over the
petiod in which the company receves sesvice in return
from the employee This period 1s generally the same as
the agreed qualifying peniod The other side of the entry
1s made duectly in equity (capital reserve)

Movements during the financral year in share options
outstanding are disclosed in the table below

E 90 OPTIONS - LONG TERM INCENTIVE PLAN 2012

LTIP - Number

of options

AT 01 01 2014 733,965
granted 102,199
exercised -
forfeited 32,328
expired -
AT 3112 2014/01 01 2015 1,003,836
of which exercisable at 3112 2014 -
granted 322,456
exercised -
{orfeited 49,470
expired -
AT 3112 2015 1,276,822
of which exercisable at 3112 2015 -

The average remaining perod in the LTIP 2012 15 23 months
(2014 29 months) The exercise price for all the tranches
in the LTIP 2012 15 EUR 2 56

The calculation of the expense 1s based on the fawr
value of the options issued, using a Monte Carlo simulation
for the fair value calculation The following measurement
parameters were used

E 91 MONTE CARLO SIMULATION MOGDEL - LTIP 2012
Isf tronche 2012 Ind tronche 2013 3rd tronche 2014 4th tranche 2015
Dote of voluation 02 07 2012 02 65 2013 02 06 2014 02 05 2015
Expected share volanlity (in %) 2254 2108 1995 16 65
Risk free interest rate (in %) 044 036 024 -010
Expected dividend yield (n ®) 250 250 250 250
Initial value of Linde shares {in LuR) 120 60 147 85 154 55 174 30
Exercise price {in £UR) 256 256 256 256
Number of participants 1,001 1,020 1,048 1,007

The volatihty figure underlying the valuation is based
on tustorical and imphat volatibty, taking the rematning
periods of the share aptions into account
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E92 OPTIONS PER EXERCISE HURDLE - LONG TERM INCENTIVE PLAN 2012

Colculoted
Optlon price Weighting Fair value Probobility vaelue at 3112
tst rrgnche 2012 In EUR inw in EUR in® in EUR
Earungs per share 106 74 50 53 37 - -
Relative total shareholder return 521 50 2616 2616
TOTAL 100 7953 2616
2nd tranche 2013
Earnings per share 13142 50 65 71 - -
Relative tota! shareholder retyrn 6775 50 33 a8 3388
TOTAL 100 99 59 33 88
3rd tronche 2014
Earnings per share 13772 50 &8 BE 40 2754
Relative tatal shareholder return 74 96 50 3748 3748
TOTAL 100 106 34 65 02
4th rranche 2015
Earnings per share 155 34 50 77 67 40 no7
Relative total shareholder return . 72 08 50 3604 o 3604
TOTAL 100 1m3n &N

The probabihity that the “earmings per share” performance
target would be reached s taken into account when calculat-
ing options that will be exerusable in future In the finanaal
year under review, the probability that the “earnings per
share” performance target would be reached inrespect of
the first tranche (allocated in the 2012 financial year) and
the second tranche (allocated 1n the 2013 financial year)
was adjusted from 4o percent to o percent This resuits in
anmpact on earnings of eur ¢ m, which was recagrised in
functional costs Otherwise, there were no changes from
the previous year in the value of oplions per exerase hurdle
the volatility figure underlying the valuation s based
on the historical volatility of Linde shares The expected
volatility 1s calculated on the basis of the historical values
in the three years preceding the 1ssue date of the options
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Personal investment, matching shares
A pre-condition of participation ia the LTIP 2012 for plan
participants 1n Band 5 or above in Linde’s internal man-
agement structure 1s compulsory personal investment in
shares of the company at the beginming of each tranche of
the scheme In the case of members of the Executive Board,
the number of shares that each individual Board member
must purchase as a personal investment 1s determined by
the Supervisory Board For other Linde executives tn Band
5 or above, 1tss the Executive Board which determimes the
number of shares that must be purchased by each indi-
vidual For each share acquired by a scheme participant
as a personal investment and held by the participant in
respect of each tranche throughout the quakifying penod
for the options, one matching share in Linde AG will be
granted at the end of the qualifying peried at no cost to
the participant However, Linde 15 permitted to pay an
amount in cash to those entuitled to options instead of
granting them matching shares Conditions which apply
to the granting of matching shares include a personal
investment n Linde AG shares by the scheme participant
at the appropnate time, the unrestricted holding of such
shares during the qualitying period of the corresponding
tranche and, except in the event of the termtnation 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 qualifying period tn 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 shases and will
be granted matching shares accordingly, subject to the
aforementioned condilions

The fan value of the entitiement to one matching share
in the first tranche (2012) 15 eur 109 26 The fair value of the
entitlement to one matching share in the second tranche
(2013) 15 EUR 133 95 The fair value of the entitlement to
one matching share in the third tranche (2014) 15 EUR 140 01
The fair value of the entitlement to one matching share in
the fourth tranche (2015) 1s Eur 157 91

E 93 MATCHING SHARES -
LONG TERM INCENTIVE PLAN 2012

i¥IP - Number

of matching

shares

AT 0101 2014 66,285
granted 29,102
forfeited 3,123
allocated -
AT 3112 2014/01 01 2015 92,264
granted 33,030
forfeited 6,118
allocated -
AT 3112 2015 119176
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The effect on earnings of the recognition of the expense In
the statement of profit or loss of The tinde Group 15 shown
1n the table below The same amount was recogmised in
the capital reserve

E 94 PERSONNEL EXPENSES -
LONG TERM INCENTIVE PLAN 2012

intUR m 2015 2014
TOTAL SI 17]

In the previous year, personnel expenses of Eur 1 m were
recognised for the Linde Performance Share Programme
LTIP 2007, which expired in 2014
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[29] Financial instruments

The following table shows the fair values of financial in-
struments by category and mcludes a comparnson of the
fair values of the financial instruments with thew carrying
amounts

E#5 FINANCIAL ASSETS AT 3112 2015

Financiol instruments
Falr volye Cartying emount

Cosh and cash
in EUR m equivaients
Investments and securities at falr value 430 -
Investments and secunties at amortised cost 21 -
Receivables from finance leases n ~
Trade recervables 2,552 -
Receivables from percentage of completion contracls 174 -
Derlvatives with positive fair values 316 -
Other recervables and assets 543 -
Cash and cash equivalents 1,417 1,417
TOTAL 5,874 1,417

E 96 FINANCIAL LIABIMIKIES AT 31 12 2015

in EUR m

Financial habihties

Liabilities from finance leases

Trade payables (excluding Po()

Dervatives with negative fair values

Sundry liabilities

TOTAL
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Financial instruments 8alance sheet values
Cartylng amount

Derivatives Financiol

designated as instruments

toans end Held to maturity freestanding hedging  Avgilgble for sale outside scope of
receivables financial osseis derivatives instruments financiol gssels Totol 1AS 39 Total
- - - - 430 430 - 430
6 15 - - - 21 - 21
- - - - - - 169 269
2,552 - - - - 2,552 - 2,552
174 - - - - 174 - 174
- - 44 272 - 316 - 316
304 - - - - 304 3319 643
~ - - - - 1,417 - 1,417
3,036 15 44 272 430 5,214 608 5,822

financlaf instiuments Bolance sheet values
Fair value Corrying amount

Dervatives Finencial

designated os Instruments

Financial liabilities Freestanding hedging outside scope of
ot omortised cost derivatives instruments Tolaf 1AS 39 Total
9,987 9,483 - - 9,483 - 9,483
64 - - - - 78 78
2,567 2,565 - - 2,565 - 2,565
675 - %0 585 675 - 675
s 572 - - 572 349 921
14,214 12,620 90 585 13,295 427 13,722
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E 97 FINANCIAL ASSETS AT 31 12 2014

Flnonciol instruments

Folr volue Larrying amount

Cash ond cosh

in EUR m equivalents
Investments and secunties at fair value 554 -
Investments and securities at amortised cost 20 -
Receivables from hnance leases 344 -
Trade receivables 2,553 -
Receivables trom percentage of completion contracts 511 -
Derivatives with positive fair values 409 -
Other receivables and assets 603 -
Cash and cash equivalents 1,137 1,137
TOTAL 6,131 1,137

E98 FINANCIAL LIABILITIES AT 31 12 2014

InEUR m

Financial habilities

Liabilities from finance leases

Trade payabtes (excluding PoC)

Derivatives with negative faw values

Sundry habilities

TOTAL

180
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finoncial instruments Balance sheet volues
Corrying amount

Derivatives Financial

designated os instruments

logns ond Held to-maturity freestonding hedging  Avarlable for-sale oulside scope of
receivables Hinanciol ossets derivatives instruments financial assats fotal IAS 3% Toral
- - - - 554 554 - 554
6 14 - - - 20 - 20
- - - - - - 298 298
2,553 - - - - 2,553 - 2,553
SN - - - - 511 - 511
- - 126 283 - 409 - 409
266 - - - - 266 337 603
- - - - - 1,137 - 1,137
3,338 14 126 283 554 5,450 635 6,085

Financial instruments 8alonce sheet values
Fair volue tarrying omount

Cerlvatives ¥inoncial

designated as instruments

Flnonciol llobilities Freestanding hedging outsrde scope of
ot amortised cost derivatives instruments Total $ 39 Total
10,481 9,856 - - 9,856 - 9,856
Al - - - - 74 74
2,677 2,677 - - 2,677 - 2,677
535 - 28 507 535 - 535
773 599 - - 599 174 773
14,537 13,132 28 507 13,667 248 13,915
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The fair vatue of financial instruments 15 generally de-
termtned using stock exchange prices if stock exchange
prices are not available, the fair vatye 15 determined using
measuremnent methods custemary in the market, based on
market parameters specific to the instrument

The fair value of denvative financial instruments 1s
determined as follows Qplions are valued by externat
partners using the Black-Scholes option pricing model
Futures [$€f G105sARY] are measured with recourse to the

E99 INTEREST CURVES

stock exchange price in the relevant market All other de-
nvative financial instruments are measured by discounting
expected future cash flows using the net present value
method As far as possible, the entry parameters used In
these models are relevant observable market prices and
interest rates at the balance sheet date, obtained from
recognised exlernal sources

These calculations are based on the following inter-
est curves

2015, in percent EUR uso G8P AUD SEK RUB NOK
—e——
Interest for six months -010 078 069 2 66 =022 1177 108
Interest for one yeas -006 086 073 221 ~030 1208 087
Interest for five years ) 033 173 161 246 _ o 1079 1126
Interest for ten years 100 219 203 297 162 10 69 187
2014, in percent
Interest for six months on 029 062 303 031 24 64 134
Interest for one year 016 044 065 25 024 20 20 120
Interest for five years 036 176 147 2549 064 1302 139
Interest for ten years 081 227 189 303 126 1223 19

The following table shows the financial instrements in The
Linde Group which are measured at fawr value Linde uses
the following hierarchy ta determine and disclose fair values
based on the method used to ascertamn their fair values

— tevel 1 Quoted prices (unadjusted) in active markets
for identical assets and liabilities

— Level 2 Inputs other than quoted market prices included
within Level 1 that are observable for the asset or lia-
bility, erther dwectly or indirectly

— Level 3 Inputs for the asset or lhability that are not
based on observable market data

E 100 FINANCIAL ASSETS AND LIABILITIES MEASURED AT FAIR VALUE AT 31 12 2015

in EUR m Level ¥ level 2 tavel3
Investments and secunties 415 - -
Freestanding derivatives with positive fair values - 44 -
Derivattves designated as hedging instruments with positive fair values - 72 -
Freestanding derivatives with negative fair values - 90 -
Denvatves designated as hedging instruments with negative fair values - 535 -

E 101 FINANCIAL ASSETS AND LIABILITIES MEASURED AT FAIR VALUE AT 31 12 2014

inEUR m Level | level 2 level 3
Investments and securities 51 - -
Freestanding denvatives with positive fair values - 126 -
Derivatives designated as hedging instruments with positive fair values - 283 -
Freestanding denvatives with negative fair values - 28 -
Denivatives designated as hedging instruments with negative fair values - 507 -
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During the reporting year, there were no lransfers between
Levels 1, 2and 3 of the fair value hierarchy The investments
and secunties category also included financial assets (avail-
able-for-sale financial assets) of eur 15 m (2014 €UR 43 m)
for which a fair value cannot be rehably determined There
15 cursently no intention o sell these assets

For loans and receivables which are measured at am-
oruised cost, there are generally no iquid markets The
exceptton to this 15 bonds 1ssued by Linde AG and Linde
Finance B v, which are placed and traded in the capital
market The fair value of these instruments 1s determined
using the current stock exchange price (Level 1} For current
loans, recevables and habilities recogmised at amortised
cost, 1t is assumed that the fair value corresponds to the
carrying amount For all other loans and receivables, the
fair value 1s determined by discounting expected future
cash flows The interestrates applied to the loans are the
same as those that would apply to new loans secured
with the nsk structure, onginal currency and matunity
Fau 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 -
quidity spreads generally applied in the market (Level 2)

in the 2015 hinancial year, there were no differences
between the fair value of a financial instrument when it
was first recognised and the amount which would have
been recognised at that time had the valuation methads
descnbed above been used

In the 2015 financial year, net financial gains and losses
arose as follows

E2 102 NET FINANCIAL GAINS AND LOSSES

n EUR m 2015 2014
From freestanding derivalives 180 204
From loans and receivables 93 100
From available for-sale
financial assets -8 2
of which reported in the
income statement 1 14
of which reported in cumulative
changes in equity not recognised
in the income statement -9 -12
From financial labilities
at amortised cost -414 -31
TOTAL -14% -35
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The net finanaal gains and losses on financaial instruments
anse from changes in farr value, the recogmtion and re-
versal of impairment losses, eliminations and exchange
rate fluctuations !nthefinancial year under review, there
was a considerable increase n the impairment losses for
trade receivables

The net financial gains and losses correspond to the
valuation gains and losses of the financial instruments,
but exclude interest and dividends

Freestanding dernvatives compnise all those denvatives
which are not designated as hedging instruments They
include those denvatives in economic hedging relation-
ships not designated as hedges in respect of which gains
and losses ansing from the underlying transaction and
the hedged item are recogmsed at the same time in the
statement of profit or loss

The financial result includes fees and other costs of
capital of evr1s m (2014 Eur 13 m) relating to financiat
instruments not at fair value through profit or loss

No interest income has been accrued which relates to
impatred financial instruments, especially recevables
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impairment loss on financial assets

E 103 IMPAIRMENT LOSS ON FINANCIAL ASSETS AT 31 12 2015

of which
carrying carrying  Impaiiment loss
amaunt heloie Cumulative amount after for 2015
in FUR m impaliment  impoirment loss impairment hinancial yeor
Investments and secunties at fair value 442 12 430 12
lnvestments and securties at amortised cast 26 5 21 -
Recervables from finance leases 269 - 269 -
Trade receivables 2,878 326 2,552 139
Recewvables from percentage of completion contracts 174 - 174 -
Denvatives with positive fair values kXL - 316 -
Other receivables and assets 646 3 643 -
Cash and cash equivalents 1,417 - 1,417 -
E 104 IMPAIRMENT LOSS ON FINANCIAL ASSETS AT 31 12 2014
of which
Carrying Carrying  Impaliment loss
amount belpre Cumulative omount giter for 2014
InEURm impairment  impairment loss impeirment fingncial year
Investments and secunities at fair value 556 2 554 1
Investments and securittes at amortised cost 25 5 20 -
Receivables from finance jeases 98 - 298 -
Trade recervables 1,848 295 2,553 62
Recevables from percentage of completion contracts 511 - 511 -
Denvatives with positive falr values 409 - 409 -
Dther recetvables and assets 606 3 603 -
Cash and cash equivaients 1,137 - 1,137 -

impairment lpsses on trade receivables can be analysed
as follows

E 105 IMPAIRMENT LOS55 ON TRADE RECEIVABLES

Cumulative
inEUR m impolrment loss
AT 0101 2014 305
Currency adjustments 13
Increase in impaikment losses recorded
in the statement of profit and loss 62
write-offs charged agalnst cumulative
imparment losses -85
AT 3112 2014701 01 2015 295
Currency adjustments 12
Increase tn impaurment losses cecorded
tn the statement of profit and loss 139
write-offs charged agasnst cumulative
impairment losses -120
AT 3112 2015 326
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The carrying amounts of the financial assets recognised
take into account the highest possible nsk of default A
summary of financial assets past due but not impaired
15 presented in vore f18) The mcrease in impairments
1s pnmarnily due to the renewed increase in outstanding
receivables and payment terms with the federal health
insurance programmes within the US healthcare system
In the UK, 3 receivable was also wntten down due to the
insolvency of 2 customer

The nterest ncome and interest expense from finan-
cialinstruments not measured at fair value through profit
or loss were as follows

E 106 INTEREST INCOME/EXPENSE FROM FINANCIAL

INSTRUMENTS NOT MEASURED AT FAIR VALUE
in EUR m 2015 2014
Interest tncome 40 37
Interest expenses 350 354
TOTAL -310 ~-317

Not included here are the interest income and interest
expense from derivatives or the interest income and inter-
est expense from assets and habilities outside the scape
of IFRS 7

Risk posittons and risk management

The Linde Group 1s exposed to a vanety of financial risks
These include in particular counterparty nisk, iquidity nsk,
interest rate nisk, exchange rate nsk and other market price
risks These are described below For further information
about nisk management in The Linde Group, please refer
to the disclosures in the combined management report
SEE OPPORTUNITY AND RISK REPORT PAGES §1 70 107

Counterporty risk
Counterparty nsk s the nisk that a counterparty does not
meet his or her contractual payment ebligations and that
this leads to a toss for The Linde Group

The Linde Group deals in pnnciple with counterpar-
tres who have a2 good credit rating Regular reviews are
performed of the creditworthiness of counterparties and
clearly defined limits have been set Expernience during
the economic crisis has shown that credit standings can
change very quickly Itis therefore possible that, despite
the Group’s monitoning process, counterparties might de-
lay payments or fail to make them at all The Linde Group
does not believe that it has any significant exposure to
default nsk arising from any individual counterparty The
concentration of the counterparty nsk is limited due to
the Group’s broad and uncorrelated customer base With
the exception of Medicare, the federal health insurance
programme within the US health system, the single largest
debtor consututes less than 2 percent of the total figure for
trade recewvables in The Linde Group Medicare constitutes
¢ percent of the Group’s trade receivables
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The nisk positions outstanding are subject to strict imits
and are continually monitored The carrying amounts of
financial assets reported in the balance sheet, taking into
account impairment losses, represent the highest possible
default nsk, without including the value of any collatera!

A signthcant crterion for the management of counter-
party nsk relating to financing and capital market trans-
actiens 1s the credit rating of the relevant counterparty
tinde mits the extent and duration of any commercial
transactions to be concluded accordingly Regular reviews
are performed by a supervisory umt whichis independent
of the trading department to ensure compliance with all
the himits set The Linde Group has concluded bilateral
Credit Support Annexes (CSAs) with the majority of the
banks with which financial instruments are traded On the
basis of such agreements, the positive and negative fair
values of denivatives heid by Linde AG and Linde Finance
B v for the purpose of interest rate and currency man-
agement are collateralised with cash on a regular basis In
this way, the default nsk ansing from these instruments 1s
minimised These transactions are subject to the rules of
the framework agreement for financial derivative trans-
actions, whereby the nights and obligations associated
with the exchange of collateral do not qualify for netting
in the balance sheet A willingness to enter into C5As with
Linde AG and Linde Finance B V 15 an essential prerequisite
to being accepted as a counterparty by Linde In this con-
nection, The Linde Group 1ssued EUR 371 M (2014 EUR 141 M)
as collateral for derivatives with negative fair values and
received tur 65 m (2014 EUR 80 M) 35 collateral for denv-
atives with positive fair values tn addition, a unilateral
CSA was concluded with a trading platform for commod-
1ties derivatives in Sweden, and Eur 2 m was i1ssued as
collateral for negative market values The Linde Group
also has financial assets with a carrying amount of eug s m
(2014 eur 4 m) which are pledged as collateral for labili-
ties or contingent habiities in the 2015 and 2014 financial
years, no additional sigmificant collateral was held by The
Linde Group apart from the CSAs described above
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E 107 FINANCIAL ASSETS/LIABILITIES SUBJECT TO OFFSETTING OR ENFORCEABLE MASTER AGREEMENTS FOR FINANCIAL
DERIVATIVE TRANSACTIONS

Gioss emount

of recognised  Netomount
finenctal  of financial
Gross omount ossets/ assets/ Collaterals
of recognised  labilities set liabthres Finencial Coliaterals due to
financlal offin the  presented In wnstruments received from pledged
assets/ balgace  the bolonce that qualily Net omount toifateral collatera!
3112 2015, en FUR m habilitres sheet sheet for netting before (SAs agreements agreements Netamount
Dernvatives with positive
fair values 316 - 316 -235 81 -62 27 46
Dejsivatives with negative
fair values =675 - -675% 235 -440 -3 346 -97
Trade receivables 9 4 5 - 5 - - 5
Trade payables [ 4 2 - 2 - - 2
TOTAL -344 8 -352 - -352 -65 373 -44
31122014, in EURm
Dervatives with positive
fair values 409 - 409 -303 106 -57 9 58
Derivatives with negative
fair values -535 - =535 303 -232 =23 132 -123
Trade receivables 5 3 2 - 2 - - 2
Trade payables 4 3 1 - 1 - - 1
TOTAL -117 6 -123 - -123 ~B80 141 ~-62
+ The lerms governing CSAs may resull in the net falr value position per counterparty belng over secured
Liquidity risk
uiguidity nsk 1s the nisk that the Group will no longer be
able to meetits financial payment obligations Contractual
urdiscounted expected future cash flows from financial
Irabiities are shown tn the table below
E 108 FUTURE CASH FLOWS FROM FINANCIAL LIABILITIES - 2015
Ove within oueinone Oue in more
in EUR M one year to five years than live yeors
Cash outflows from non derivative finanaial iabilities 4,492 6,013 3,693
Cash outflows from denivatives with negative fair values 196 1,406 1,092
of which settled gross 191 1,306 s
related cash inflows as a result of gross settlement 152 1,080 587
E 109 FUTURE CASH FLOWS FROM FINANCIAL LIABILITIES - 2014
Oue within DQue i one Oue in more
in EUR m one year to live yeors then live yeors
Cash outflows from non-denivative hinanaal habilities 4,865 6,344 3,599
Cash outflows from denvatives with negative fair values 128 1,100 785
of which settied gross 121 1,035 342
related cash inflows as a result of gross settlement 108 920 304

In the case of denvative financial instruments, only those
with negative fair values are included in the cash outflows
presemed above n accordance with 1FRS 739 (b} in the
case of derivatives settled gross, both the cash outflow
and the cash inflow on the settlement of the denvative
are included in the analysis to avoid distortions in the
presentation
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Interest rate risks

Interest rate nsks anse from market fluctuations in interest
rates Asaresult of its financing activities, The Linde Group
15 exposed to a nisk from nterest rate changes At31 Decem-
ber 2015, The Linde Group held interest-bearing instruments
(net, including interest rate denvatives/hedges) totalling
Eur 7 829 bn (2004 Eur 8139 bn) Of these, Eur 2586 bn
{2014 EuR 3 112 bn) related to insiruments bearing interest at
vanable mterest rates and eur 5 243 bn (2014 Eur 5 028 bn)
to instruments bearing nterest at fixed rates This s
equivalent to a Group-wide fixed-rate ratic of 67 percent
(2014 &2 percent)

The Linde Group sees the euro, US dollars, Australian del-
lars and British pounds as the currencies which have a signif-
icantimpaci onits financing activities Atthe balance sheet
date, The Linde Group had tota! holdings of interest-beanng

E 110 £FFECT OF CHANGES IN INTEREST RATES - 2015

instruments in euros of Eur 4 470 bn (2014 Eur 4 879 bn)
[fixed-rate ratio s2 percent (2014 49 percent)], in US dol-
lars of usp 2 075 bn (2014 usD 2 264 bn) [fixed-rate ratio
88 percent (2014 8s percent)], in Austrahan dollars of
Avp 79am {2004 aup 510 m} [fixed-rate ratio 45 percent
{2014 54 percent)] and 1n British pounds of Ger 169 m
(2014 G8e 75 m) [fixed-rate ratio 100 percent (2014 91 per-
cent)] Inaddition, Linde has partially used forward payer
swaps 1o provide an element of hedging against exposure
to nising interest rates with regard to future bond 1ssues

Based on instruments bearing interest at variable rates
and financial instruments hedging interest rate nisks which
The Linde Group hotds or hasissued, a hypothetical change
in the interest rates applicable to the respective instry-
ments would have had the foliowing effects (if exchange
rates remained constant)

Recognised in Oirectly in
Currency, In EUR m thonge prolit or loss equity
EUR +100 bp -22 89
-100 bp 22 =95
[4:14 +100 bp 1 -6
=100 bp -1 6
uso +100 bp -2 58
-100 bp 2 -69
AUD +100 bp -3 8
-100 bp 3 -8
Other curfencies +100 bp 1 7
-100 bp -1 -7

E 711 EFFECT OF CHANGES IN INTEREST RATES - 2014
Recognised in Directly in
Currency, in EUR m Chonge profit or foss equity
EUR + 100 bp -25 104
-100 bp 25 =112
GBP +100 bp - -9
~100 bp - 9
usD +100 bp -3 75
-100 bp 3 -76
AUD +100 bp -3 8
-100 bp 3 -8
Other currencies +100 bp - 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 nisks Its broad
spread of activities gver many different currency areas
and its local business model resultin a low concentratson
of risk for the Group

The Linde Group momtors and manages Its exchange
rate nsk, a fisk which has animpact on its operauons The
gross exchange rate risk encompasses all the operating
activities of the Group This gross exchange rate nsk 15
reduced by around ez percent (2014 g6 percent) through
hedging Therefore, The Linde Group Is exposed at the
batance sheet date to a net exchange rate nsk from oper-
ating activities involving foreign currency corresponding to
18 percent (2014 14 percent) of the onginal unsecured nsk

The nisk of exchange rate movements is monitored for
internal management purposas on the basis of a value-
at-nisk, which relates to positions in currencies other than
the relevant functional currency

The value-at-nisk 15 calculated on the basis of histonical
data (250 working days) tn accordance with international
banking standards The value-at-nsk presents the maxi-
mum potential loss based on a probability of 975 percent
for a holding penod of twelve months The calculation takes
into account cofrelations belween the transactions betng
considered, the nsk of a portfolo is generally lower than
the total of the respective individual risks

At 31 December 2015, the value-at-risk was evr 26 m
(2014 tur17 M)

Other market price risks

As a result of its energy purchases, The Linde Group Is
exposed to nsks ansing from changes in commodity prices
The Linde Group monitors and manages these commodity
prnice nsks ansing from the purchase of electriaty and
natural gas for use in production These hedging opera-
tions are governed by stnct nsk management guidelines,
compliance with which 1s constantly being monmitored
Commodity price nsks are hedged in the main by long-
term supply contracts or imited by the form and structuie
of sales conlracts Derivatives are afso used to a2 much
lesser extent to hedge against the exposure to changes
in the price of electniaty, natural gas and propane gas
The commodity price nisk from finanaial instruments s
therefore not matenal
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Hedge Accounting

Cash flow hedges
The Linde Group hedges cash flows at both Group and com-
pany levels, based on agreed mimimum hedging rates At
the company level, future transactrons which are ghly
probable are hedged against foreign exchange risks A
tolling 1s-month budget or the budgets for individua! cus-
tomer-specific projects are used for this purpose

In general, these hedges are accounted for as cash flow
hedges 1n accordance with 1AS 39 Financial insttuments
Recogmtion and Measurement The effective portion of
the gain or loss on the hedging instruments 15 recognised
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 or loss or tf a hedged future
transaction s no longer expected to occur In addition, the
risks associated with changes ininterest rates relating to
certain financial habilities or future financing measures
are hedged by dervative finanial instruments and ac-
counted for as cash flow hedges

The Linde Group also hedges the exposure to commod-
ity price nsks which anise in the normal course of business
from its procurement transactions and results in open risk
positions To reduce the extent of the nsk, The Linde Group
enters tnto a small number of electncity, natural gas and
propane gas denvatives tsually, hedging relationships
of this type are aiso designated as cash fiow hedging re-
lationships, if this accords with the facts

If the hedged future transactions (forecast transactions
as defined by I1AS 39) result in the recagrution of a non-fi-
nancial asset or hability, the initial carrying amounts of
these are adjusted for the amount recorded in equity This
1s ysyally the case for non-cusrent assets and inventories

The following table presents a reconcihation of the
reserve for cash flow hedges

E 112 RESERVE FOR CASH FLOW HEDGES

in EUR m 2015 2014
OPENING BALANCE AT 01 01 -259 -14
Additions ) 7 -229
Transfers to the statement
of profit or loss -18 =16
of which relating to revenue =12 -4
of which relating to cost of sales -1 -13
of which refating to financial
income and expenses 5 1
CLOSING BALANCE AT 3112 -270 -259
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In the 2015 financial year, income of Eur 2 m (2014 EUR ¢ M)
was recognised in the financial result which related to fore-
cast transactions which did not take place Most of the
amount refated to currency hedges in respect of forecast
revenue In foreign currency

No amounts were recognised in 2015 O 2014 as 3 resufl
of ineffectiveness in cash flow hedges

Cash flows and the gains and losses from those hedg-
ing Instruments are expected to be as follows

E 113 CASH FLOWS, GAINS AND [OSS5ES FROM CASH FLOW HEDGES - 2015

inone in more thon
in EUR m Within one year to live years five years Total
Cash flows from hedging instruments 4 -454 -199 -649
Gain/loss -4 -134 ~132 -270
E 114 (ASH FLOWS, GAINS AND LOSSES FROM CASH FLOW HEDGES - 2014

inene in mote than
inEURm within one year to five years five years Total
Cash flows from hedging instruments -33 -322 -252 -607
Gain/loss -8 ~62 -189 -259

Foir value hedges
The Linde Group uses interest rate swaps to hedge the ex-
posure to changes in the fair value of financial assets and
financial iabilities as a result of interest rate changes If
the hedge 1s deemed to be effective, the carrying amount
of the hedged nem s adjusted for changes in the fai value
attnibutable to the hedged rnisk

The following table shows the changes in underlying
transactions and hedging struments in fair value hedg-
ing relationships recogmsed in profit or loss

E 115  FAIR VALUE HEDGES

in EUR m 2015 2074
From hedged transactions 35 -44
From hedging istruments -34 41
INEFFECTIVENESS 1 -3
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Hedges of a net investment
in @ foreign operation
The Linde Group hedges its exposure to translation nisk by
taking cut loans i foreign currency and by entering into
forward exchange contracts and cress-currency interest
rate swaps These hedges generally qualify as hedges of
a netinvestment in a fereign operation (referred to be-
low as net Investment hedges) 1n accardance with 1A5 39
financial Instruments Recogrition and Measurement and
hence the effectwve portion of the hedge 1s transferred
to equity If the foreign operation 15 subsequently sold or
relinquished, the amount recognised in equity 1s released
to the statement of profit or loss

No amounts were recagnised in 2015 of 2014 s a result
of ineflectiveness in net investment hedges

Fair value of financial instruments designated as
hedges

E 116 FAIR YALUE OF FINANCIAL INSTRUMENTS
DESIGNATED AS HEDGES

in EUR m 2015 2014
Cash flow hedges

Forward exchange transactions 12 2
Interest rate/fcross currency

inlerest rate swaps -234 -203
Cormmodities -22 -18
Finangral habthties 240 155

Fair value hedges
interest rate swaps S0 123

Nel investment hedges

Forward exchange transactions ~60 -110
Cross-curiency interest rate swaps -99 -18
Financial habilities in foreign

cufrencies 1,435 1,373
TOTAL 1,362 1,304
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[30] Group statement of cash flows

The statement of cash flows shows the source and ap-
phcation 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 disclesed i the state-
ment of cash flows comprise all cash and cash equivalents
disclosed in the statement of financial pesition 1 e cashin
hand, bank balances and money market funds with 2 ma-
turity of three months orless 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 1s denved indirectly from easmngs before
taxes on income

when the cash How from operating activities 1s calcy-
lated, the changes in assets and liabilities are adjusted for
the effects of currency translation and changes in Group
structure As a result, 1t 1s not possible to seconcile the
figures to the differences between the headings in the
published Group statement of financial position

Distributions recerved and income taxes paid included
in cash inflow from operating activities are disclosed sepa-
rately Cashunflows from associates and joint ventures are
disclosed in cash snflow from operating activities Finance
income from embedded finance leases (IFRIC 4/1AS 17) has
been included in cash inflow from aperating activities, due
to the fact that such income 15 clearly related to the oper-
ating business of The Linde Group, while capitahised bor-
rowing costs of eur 52 m (2014 EUR 42 m) are discfosed in
cash flow frem investing activities All other interest pay-
ments are disclosed in cash flow from financing activities

For cash cutflows relating to newly consolidated com-
panies, please refer ta the Group statement of cash flows
SEE TABLES 35 AND 36, PAGES 120 10 121 In the Group state-
ment of financial position, eur 4 m (2014 Eur 8 M) has been
recognised as abilities which are not included 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 comprise additions to and dispos-
als of tangible assets, financial assets, inlangible assets
and consolidated companies Additions and disposals in
foreign currency have been translated at average rates
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[31] Segment information

IFRS 8 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 15 based, among other things,
on the information made avaitable on a reqular basis to
the full Executive Board and, as a result, oa the internal
management within the orgamisation The full Executive
Board s regularly provided with key profitability and rev-
enue figures that are relevant from a decision-making
perspective for the following areas

— EMEA (Europe, Middle East and Africa)
— Asia/Pacific

- Amertcas

— Engineerning Division

— Other Activitres

In accordance with IFRS g, The Linde Group therefore
reports in five segments The “Reconcibation” column
compnises corporate activities and consohdation adjust-
MENLS SEE TABLE 38 PAGES 124 1D 125

A bnef description of the segments is given below

Gases Division

(EMEA, Asia/Pactfic ond Americos)

The activities of the Gases Division comprise the production,
sale and distribution of gases for applications in industry,
medicene, environmental protection and in research and
development In addition, this division offers technical
application know-how, specahised services and the nec
essary hardware to use the gases The business mode! in
the three segments within the Gases Division (EMEA, Asia/
Pacific and Americas) 1s largely identical in each segment

Engineering Diviston

The activities of the Engineering Division compnise the
design and reabsation 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 develaps and manufactures plant components
and offers speoalised services

Other Activities

Other Activities comprises Gist, a leading supplier of logis-
tics and supply chain selutions with business operations
mainly in the UK

Segment accounting policies

For the reportable segments, the same accounting poli-
cies apply as those set out in wore {77 Exceptions apply to
Group financing, which 1s allocated to Corporate Pension
obhgations are allocated to the segment in which the rel-
evantemployees work The provision for existing pension
obligations ansing 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 10 the EMEA and
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Corporate segments Transaclions between the reportable
segments descnbed above are conducted under the same
conditions as for non-related third parties

To arnive at the figure for the Gases Division as a whole
from the figures for the three reportable segments within
the Gases Division, consolidation adjustments of eur 182 m
(2014 Euk 124 m) have been applied to revenue Therefore,
1t1s not possible to arrive at the figure for the Gases Divi-
ston as a whole by merely adding together the figures for
the reportable segments in the Gases Division

Segment profit 1s calculated on the basis of operat-
ing profit

Capital expenditure per segment represents the
amounts mnvested during the financial year from the pomnt
of view of the subsidiary included in the *Reconcihation”
column are not only consolidation adjustments required
from the Group’s point of view, but also adjustments as a
result of vanances in Group acquisition and manufactunng
cost as aresult of supphies made by the Engineesing Divi-
sion to the Gases Division

The reconciliation of segment revenue to Group revenue
and segment operating profit to Group earnings before
taxes on income are shown below

E 117 RECONCILIATIONS OF SEGMENT REVENUE
AND OF THE SEGMENT RESULT

in EURm 2015 2014
Revenue

Total tevenue fram the segments 18,369 17,655
Consohdation _ -a15 -608
GROUP REVENUE 17,944 17,047
Operating profit

Operating profit from segments 4,411 4,197
Operating profit from cotporate

activities ~288 -246
Restructurtng costs

(mon-recurnng item) 192 66
Amortisation and depreciation 1,89 1,969
Financial income 42 50
Financial expenses 439 415
Consalidation 8 -31
PROFIT BEFORE TAX 1,646 1,520

192

{321 Employees

The avetage number of employees (including part-tume
employees pro-rata) can be analysed as follows

E 118 EMPLOYEES BY SEGMENT

2015 2014

Gases Division 52,960 52,361
EMEA 21,449 21,669
As1a/Paafic 11,828 12,205
Americas 19,683 18,487
Engineenng Division 7,186 7,192
Other Activities _ 4904 4,769
GROUP 65,050 64,322

In 2015, the average number of employees in the com-
panies included in the Group financiat statements on a
line-by-line basis was 164 (2014 164)
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[33] Recommendation for the
approval of the annual financial
statements and appropriation
of profit of Linde AG

The unappropriated profit of Linde Aktiengesellschaft
atl 31 December 2015 Was EUR 640,451,344 95 {2014
EUR 584,759,923 65)

the annual finanaial statements of Linde AG prepared in
accordance with the German Commercial Code (HG8) and
the German Stock Corporation Act (AkiG) are published
and filed in the German Federal Gazette (Bundesanzeiger)

E 119 BALANCE SHEET OF LINDE AG - ASSETS

inEUR m 31122005 31122014
Intangible assets 106 111
Tangible assets 433 38
Financial assets 17,499 17,601
NON-CURRENT ASSETS 18,028 18,093
Inventories 3,139 2,345

less advance payments

received from customers ~3,139 -2,345
Receivables and other assets 1585 1,668
Securities 400 500
Liqued assets 359 379
CURRENT ASSETS 2,744 2,547
Prepaid expenses
and deferred charges 44 23
TOTAL ASSETS 20,826 20,663
E 120 BALANCE SHEEFT OF LINDE AG -

EQUITY AND LIABILITIES

in EUR m 31122015 31122014
Capital subscribed 475 475

Conditionally authonsed capttal

of EUR 57 m {2014 EUR 62 m)
Capital reserve 6,563 6,564
Revenue reserves 2,167 2,138
Unappropriated profit 640 585
EQUITY 9,845 9,762
Provistons far pensions
and simlar obligations o ma 184
Other provisions 796 772
PROVISIONS 1,070 956
LIABILITIES 9,911 9,945
TQTAL ASSETS 20,826 20,663
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E 121 INCOME STATEMENT OF LINDE AG
in EUR m 2015 2014
REVENUE 2,097 1,888
Cost of sales 1382 1,134
GROSS PROFIT ON REVENUE 715 754
Marketing and selling expenses 320 297
Research and development costs 129 128
General administration expenses 419 358
Other operating income 381 297
Other operating expenses 239 23
investment income 901 680
Other interest and similar income 274 279

of which from affthated T

compames EUR 216 million

(2014 EUR 214 m)
Amortisation of financial assets and
securities held as current assets 30 1
Interest and similar charges 490 402

of which to affiiated companies o

EUR 217 rmllion (2014 EUR 232 m)
PROFIT ON ORDINARY ACTIVITIES 644 583
Income tax expense -25 -70
PROFIT FOR THE YEAR 669 653
Transfer to revenue reserves -2 -68
UNAPPROPRIATED PROFIT 640 585

The Executive Board recommends that, when the an-
nual financial statements of Linde AG are approved at
the meeting of the Supervisory Board on 9 March 201s,
the Supervisory Board proposes that the appropriation of
profit of EUR 640,451,344 95 (2014 EUR 584,759,923 65) be
voted on at the Annual General Meeting on 3 May 2016

— payment of a dividend of Eur 3 45 (2014 EUR 215)
per ng-par value share enlitled to dividend The to-
tal dividend payout for 185,638,071 (2014 185,638,071}
no-par value shares entitied 1o dividend amounts to
EUR 640,451,344 95 (2014 EUR 584,759,923 65)

The 95,109 treasury shares held by the Company without
any dividend entitiement at the tirne of the propesal are not
included in the calculation of the amount to be distnibuted
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[34] Related party transactions

In addition to the subsidianes included in the Group
financial statements, Linde AG 15 related, directly or
indirectly, while carrying out 1ts normal business ac-
tvities to non-consolidated subsidianes, joint ventures
and associates The business relationshups with these
companies are generally conducted under the same con-
ditions as for nen-related third parties Related companies
which are controlled by The Linde Group or aver which
The Linde Group may exercise signtficant influence are
disclosedin the hist of shareholdings, arranged by division

The full hst of Group sharehotdings (see woie f41]) has
been filed in the electronic German Federal Gazette The
information about the remuneration of the Executive Board
and the Supervisory Board 15 set out in No7E [35]

The volume of transactions of The Linde Group with
these related parties 1s set out below

Services provided by the Group to related parties

E 122 REVENUE WITH RELATED PARITIES

%

2015 2014
Non con Associates Other Non con Assocloles Other
sohdoted or yoint related solfidated or joint refoted
in EUR m subsidionies ventures parties fole!  subsidiaries venlures parties Totol
$ales of goods _ - 14 - 14 - 12 - 12
Revenue based on PoC - 7 - 7 - 19 - 15
Other revenue - - - - - ] - 1
Services provided by related parties to the Group
E 123 PURCHASED GOODS AND SERVICES FROM RELATED PARTIES
2015 2014
Non con-  Associates Other Non-con-  Associcles Other
softdaled oi joint reloted solidated of joint reloted
in EUR m subsidioties venfures parties Total  subsidicrias venlures porties Total
Goods and services purchased
from related parties 4 10 - 114 H 120 - 125

Related persons are mainly the members of the Execulive

Board and Supervisory Board In 2015, there were no sig-
nificant transactions between The Linde Group and mem-
bers of the Executive Board and Supeivisory Board or their

family members which are outside the bounds of existing

employment, service or appointment agreements or re-
muneration contracts
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Some membeis of Linde’s Executive Board and Supervisory
Board hold simular positions in other companies Linde
has normal business relationships with virtually all these
companies The sale and purchase of goods and services
to and from these companies take place under the usval
market conditions

At the balance sheet date, receivables from and liabil-
ities to related parties were as follows

ES 124 RECEIVABLES FROM AND LIABILITIES IO RELATED PARTIES

3112 2015 31122014
Non con Associotes Other Nof-con Assocreles Other
solidated or joint related solidated or joint refoted
in EUR m subsidignies ventuies parties Tetal  subsidiasies veatures pariles rotgl
Receivables from related parties 3 n - 34 3 14 - 17
Liabikies to related parties 1 18 - 39 1 36 - 37

There were no charge-free guarantee agreementsin place
for associates or joint ventures on the balance sheet date
{2014 €ur 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 total emoluments of the Executive
Board and the Supervisory Board as required by §315a
(0 in conjunction with § 314 (1) No ¢ of the German Com-
mercia! Code (HGB) The mformation required by 1AS 2417
regarding the total emoluments of the Executive Board s
also reparted in this Note

Supervisory Board

The total emoluments of the Supervisory Board shown
in the table below are based on the cost incurred in the
financial year n accordance with 1AS 2417

E 125 EMOLUMENTS OF THE SUPERVISORY BOARD

(INCL VAT)
in fUR 2015 2014
Fixed emoluments 2,891,700 2,891,700
Attendance fees 97,580 94,010
TOTAL EMOLUMENTS 2,989,280 2,985,710

At 31 December 2015, there were no advances or loans to
members of the Supervisory Board This was also the case
at 31 December 2014
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Executive Board

The total emoluments of the Executive Board in accordance
with the provisions of the German Commercial Code (HGB)
and German Accounting Standard DRS 17 were as follows

E 126 EMOLUMENTS OF THE EXECUTIVE BOARD
IN ACCORDANCE WITH THE GERMAN
COMMERCIAL CODE (HGB)

in EUR 2015 2014
Fixed emoluments/Benefits

n kind/0ther benehts 4,295,945 4,263,230
vanable cash emoluments

short term 4,369,260 4,622,705
variable cash emoluments

long term 2,912,840 3,081,804

TOTAL CASH EMOLUMENTS

Long Term incentive Plan
(value on the grant date) 3,374,969 3,124,883

TOTAL EMOLUMENTS 14,953,014 15,092,622

Service cost for
pension obligation

TOTAL EMOLUMENTS (HGB)

11,578,045 11,967,739

1,590,875 1,022,807
16,543,889 | 16,115,429
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EE 127  SHARES GRANTED FROM SHARE-BASED PAYMENTS

2015 2014
value pes unit Yalue per unit
when geanted when granted
units in EUR units In EUR
Options (LTIP z012) 40,231 6711 38,450 65 02
Matching shares (LTIP z012) 4,275 15791 4,463 4001

Inthe reporting year as well as the in the year before, there
were no advances or 10ans to members of the Executive
Board

Total remuneration paid to former members of the
Executtve Board and their surviving dependants amounted
tO EUR 2,214,936 (2014 EUR 3,290,586) A provision of
EUR 58,771,380 (2014 EUR 58,273,773} has been made in
The tinde 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 corresponding provision was eur 50,381,450 (2014
EUR 44,793,684)

The emoluments of the Executive Board tn accordance
with 1AS 24 17, based on the cost incurred in the financial
year, were as follows

E 128 EMOLUMENTS GF THE EXECUTIVE BOARD IN
ACCORDANCE WITH IFRS

in EUR 2015 2014
Short-term cash emoluments 8,665,205 8,885,935
Long term cash emoluments __ 3,912,840 3,081,804
TOTAL CASH EMOLUMENTS 11,578,045 11,967,739
Change in value

of virtual shares 65,644 285,411
Cost Long Term incentive Plan 1,122,133 4,869,835
service cost for

pension obligation 2,105,419 1,228,535
TOTAL EMOLUMENTS (IFRS) 14,871,241 18,351,520

in the course of 2015 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 1t1s
presented on pacrs 22 1o 36 of the 2015 Financial Report
as part of the combined management report
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[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 prescnibed declaration pursuant to §1s1 of
the German Stock Corporation Act (AktG) on the recom-
mendations of the German Corporate Governance Code and
made it accessible to the shareholders on a permanent ba-
sis The Declaration of Comphiance has been published on
the Internet at www LnDE COM/DECLARATIONGFCOMPLIANCE

The Declaration on Corporate Governance can be found
on the Internet at www tINDE COM/CORPORATEGOVERNANCE

A detailed commentary on corporate governance at
unde ts set out m the Corporate Gavernance section of
the Financial Report
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[37] Other board membership

[Disclosures regarding other Board memberships are as
at 31 December 2015 or the date on which the member
joined the Supervisory Board)

Supervisory Boord

Members of the Supervisory Board of Linde Aktien-
gesellschaft are members of the following other German
statutory supervisory boards and comparable German and
foreign boards

DR MANFRED SCHNEIDER
Chairman of the Supervisory Board of Linde AG,
Former ¢hairman of the Supervisory Board of Bayer AG

— EXTERNAL QOFFICES
RWE AG (Chairman of the Supervisory Board)

HANS-DIETER KATTE

Deputy Chairman of the Supervisory Board of Linde AG,
Chairman of the Pullach works Council,

Engieenng Division, Linde AG

MICHAEL DIEKMANN

Second Deputy Chatrman of the Superwisory Board of
binde AG,

Former Chairman of the Board of Management of Alhanz S€

— EXTERNAL OFFICES
BASF SE (Deputy Chawrman of the Supervisory Board)
fresenius Management SE
Fresemus SE& Co KGaA
{(Depuly Chatrman of the Supervisory Board)
Siemens AG

— EXTERNAL OFFICES
Allianz Austrahia Ltd (Non Executive Director)

PROFESSOR DR ANN KRISTIN ACHLEITNER
Professor at the Technical
University Munich [TUM]

— EXTERNAL OFFICES
METRO AG
Munchener Rickversicherungs Gesellschalt
Aktiengesellschaft, Munich

~ EXTERNAL OFF{ICES
ENGIE SA (formerly GDF SUEZ SA)
{member of the Conseil d'’Administratron)
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DR CLEMENS BORSIG

Chairman of the Board of Management of
Deutsche Bank Foundaton,

Former Chatrman of the Supervisory Board of
Deutsche Bank AG

— EXTERNAL OFFICES
Bayer AG
Dawmler AG

== EXTERNAL QFFICES
Emerson Electrc Company
{Member of the Board of Directors)
Iststuto per e Opere d) Religione (1OR)
(Member of the 8oard of Supenntendence)

ANKE COUTURIER
Head of Global Pensions, Linde AG

FRANZ FEHRENBACH
Chairman of the Supervisory Board of Robert Bosch GmbH,
Managqing Partner of Robert Bosch tndustrietreuhand KG

= EXTERNAL OFFICES
BASF SE
Robert Bosch GmbH {Chairman of the Supervisory Board)
STIHL AG (Deputy Chairman of the Supervisory Board)

— EXTERNAL OFFICES
STIHL Holding AG & Co KG
(Member of the Advisory Board)

GERNOQT HAHL
Charrman of the wWorms Works Council,
Gases [hvision, Linde AG

DR MARTIN KIMMICH
Second Authorised Representative, 16 Metall Murich

— EXTERNAL OFFICES
MTU Aero Engines AG
Nokia Sofutions and Networks Management GmbH

DR VICTORIA OSSADNIK

Member of the Board of Management of

Microsoft Deutschland GmbH

{Member of the Supervisory Board since 7 January 2016}

= MEMBERSHIP OF OTHER GERMAN
STATUTORY SUPERVISORY BOARDS

— MEMBERSHIP OF COMPARABLE
GERMAN AND FOREIGN BOARDS
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XAVER SCHMIDT Executive Board
Trade Umon Secretary of iG Bergbau, Chemie, In addition to their indrvidual managemeat functions in
Energie Hanoves affihated companies and wn compames in which aninvest-

ment is hetd, members of the Executive Board of Linde
Aktiengesellschaft are members of the following German
statutory supervisory boards and comparable German and
foreign boards

— EXTERNAL OFFICES
Berulsgenossenschafthiches Universitatsklinikum
Bergmannshell GmbH
(Alternate Chairman of the Supervisory Board)

DR WOLFGANG BOCHELE

FRANK SONNTA
G Chief Executive Officer

Chatrman of the Bresden Works Counail,
Engineenng Dvision, Linde AG — EXTERNAL OFFICES

Merck KGaA (Chairman of the Supervisory Board)
Members who left the Supervisory 8oard on

— EXTERNAL QFFICES
31 December 2015

E Merck K6
KLAUS-PETER MDLLER (Member of the Board of Partners)
Chawman of the Supervisory Board of Commerzbank AG Kemira Oys, Fenland

{Member of the Board of tirectors)
= EXTERNAL OFFICES

commerzbank AG (Chairman of the Supervisory Board) THOMAS BLADES
Fresemus Management SE Member of the Executive Board

Fresenius SE 6o KGaA DR CHRISTIAN BRUCH

— EXTERNAL OFFICES Member of the Executive Board
Parker Hanntfin Corporation

GEORG DENOKE
(Member of the Board of Directors)

member of the Executive Board

— EXTERNAL OFFICES
SGL Carbon SE

BERND EULITZ
Member of the Executive Board

— GROQUP OFFICES
Afncan Oxygen Limited
{Chairman of the Board of Durectors)

SANJIV LAMBA
member of the Executive Board

— GROUP OFFICES
LINDE INDIA LIMITED
{Chairman of the Board of Dtrectors)

=1 MEMBERSHIP OF OTHER GERMAN
STATUTORY SUPERVISORY BOARDS

— MEMBERSHIP OF COMPARABLE
GERMAN AND FOREIGN BOARDS
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[38] Contingent habilities and
other financial commitments

E 129 CONTINGENT LIABILITIES

in EUR m 31122015 31122014
Guarantees 4 3
Warranties ___ 8 15
Other contingent hiabilities 54 64
TOTAL 66 a2

Warranties and guarantee agreements
Contingent habifities anse 1n Linde primanly from war-
ranties and quarantee agreements In exceptional cases,
Linde enters into guarantee agreements with banks to
secure [0ans in non-consolidated subsidiaries

Other contingencies

The Engineenng Division regularly enters into contracts

with consortium partners to bwild turnkey industnal plants,
under which the consortium partners assume joint and

several liability to the customer for the total volume of the

contract There are clear internal rules here as to how the

liabihity should be spht between the partners Al present,
there are plant construction orders with one of our con-
sortium partners totalling eur 1137 bn {2014 €ur 1106 bn)

Linde currently anticipates that there will be no joint and

several hability claim and has therefore not disclosed any

contingent hability in respect of these contracts

Other financial commitments

Other financial commitments include lease commrtments
relating to operating leases and commitments relating to
orders Commitments relating to orders are in respect of
open orders for which a contractual payment obligation
has already been agreed

E 130 OTHER FINANCIAL COMMITMENTS

in EURm 1122005 31122014
Obligations under non cancellable

operating leases 544 564
Capital expenditure commitments

{tangible hixed assets) 335 383
Capital expenditure commitment

{wtangible assets) 9 8
TOTAL 8388 955

199

Total mimimum |ease payments under non-cancellable
operating {eases are analysed by due date as follows

E 131 PROCUREMENT LEASES

in EUR m 31122015 31122014
Total minimum lease payments
(gross investment)
due within one year a4l 145
due 10 one to five years 282 284
due in more than five years 18 135
TOTAL 544 564

The mimmum lease payments relate to leased buildings,
technicat equipment, fixtures, furniture and equipment
(procurement leases) They are in respect of a large num-
ber of individual contracts In the 2015 finanaial year, costs
ansing from operating leases of eur 265 m (2014 EUR 246 M)
were recognised

lmgauon
The Linde Group or one of its Group companies are involved
in current or foreseeable legal or arbitratton proceedings
in the normal course of business

In 2010, the Brazilian competition authonty CADE im-
posed fines on a number of gases companies, including
Linde’s Brazihan subsidiary, on the grounds of anticom-
petiive business conduct in the years 1998 to 2004 The
amount relating to The Einde Group 15 around BRL 188 m
Based on the exchange rate ruling at the balance sheet
date, this 1s equivalent to around Eur 44 m Seen from to-
day’s perspective, Linde assumes that this decasion will
not stand up to judicidl review and deems the possibility
of an outflow of resources to be extremely unlikely Asa
result, no provision has been set up as a liability and the
matter is not reftected in the contingent habilities either

Linde s also party to vanous current or foreseeable
legal or arbitration proceedings in respect of which the
probability of a claim 1s unhkely or the impact on the
economic situation of The Linde Group will be iImmatena
Appropriate provisions for potential financial liabilities
have been made n the relevant Group company for all
other proceedings in which Linde 15 involved
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[39] Auditors’ fees and services
KPMG, the auditors of the Group financial statements,
provided the following services to compantes in

The Linde Group

E 132 AUDITORS' FEES AND SERVICES

2015 2014
Thereof Thereof
in EYUR m Group KPMG AG' Group XPMG AG'
Audit {including expenses) 10 3 10 3
Other attestation services B 2 1 2 1
Tax consultancy 1 - 1 -
Other services 1 - - -
TOTAL 14 4 13 4

* KPMG AG Wirtschaltsprofungsgeselischaft

In the table above, audit comprises the fees for the audit of
the consolidated financial statements of The Linde Group
and of the statutory annual financial statements of Linde AG
and the subsidianies included in the consolhidated finan-
cial statements

Other attestatton services comprise mainly reviews of
the quarterly reports, the 1ssue of a comfort ietter, due
diligence reviews, confirmation of comphance with spe-
ofic contractual agreements and other review procedures

Tax consultancy costs relate mainly to the preparation
of tax returns, transfer pricing analyses and tax advice re-
fating to current or proposed business transactions
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[40] Reconciliation of key
financial figures

The key financial figures relating to The Linde Group are
presented beiow after adjusting for non-recuriing items
Non-recurring items are items which, due to their nature,
frequency and/or extent, are likely to have an adverse im-
pact on how accurately the key financial figures reflect the
sustainability of the earming capacity of The Linde Group
in the capital market

E 133 KEY FINANCIAL FIGURES ADJUSTED FOR NON-RECURRING ITEMS

3112 2015 3112 2014
Key finoncral Kay fhinanciol
figuses figures
Non belore Non befors
JeCUNING O fECUINIRG recurring  noa recurnng
InEURmM As reported {tems items As reported items items
Revenue 17,944 - 17,944 17,047 - 17,047
Cost of sales -11,575 35 -11,540 -11,297 223 -11,074
GROSS PROFIT ON REVENUE 6,369 35 6,404 5,750 223 5973
Research and development costs, marketing,
selling and administration expenses -4,507 157 -4,350 -4,070 68 -4,002
Dther operating tincome and expenses 169 - 169 183 4 187
share of profit or loss from associates T
and joint ventures {at equity) 12 - 12 22 - 22
EBIT 2,043 192 2,235 1,885 295 2,180
Financial result ~-397 - -397 -365 - -365
Income tax expense -394 -53 -447 -358 -25 -383
PROFIT FOR THE YEAR 1,252 139 1,391 1,162 270 1,432
attnbutable to Linde AG shareholders 1,149 133 1,282 1,102 221 1,323
attributable to non controlling interests 103 6 109 60 49 109
EBIT 2,043 192 2,235 1,885 295 2,180
Amortisation of intangible assets/
depreciation of tangible assets -1,896 - -1,896 -1,969 229 -1,740
OPERATING PROFIT 3,939 192 4,131 3,854 66 3,920
Equity including non controlling interests 15,449 139 15,588 14,267 279 14,537
Plus finanaial debt 9,483 - 9 483 9,856 - 9,856
Plus Lrabilities from finance leases 78 - 78 74 - 74
Less Recewvables from finance leases 269 -l 269 298 - 298
Less Cash cash equivalents and secunties 1,838 - 1,838 1,658 - 1,658
Plus Net penston obligations 950 - 950 1,094 - 1,094
CAPITAL EMPLOYED 23,853 139 23,992 23,335 270 23,605
EARNINGS PER SHARE in fUR ~ UNDILUTED 619 072 59N 594 119 713
EARNINGS PER SHARE in fur - DILUTED 618 o 6 8% 59 119 710
RETURN ON CAPITAL EMPLOYED {ROCE) in % 87 94 83 95
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[41) List of shareholdings of The
Linde Group and Linde AG at

31 December 2015 In accordance
with the provistons of §313 (2)
No. 4 of the German Commerqal
Code (HGB)

The results of companies acquired :n 2015 are included as
of the date of acquisition The information about the equity
and the net income or net loss of the companies 15 as at
31 December 2015 and comphes with International Financial
Reporting Standards, unless specifically disclosed below

E 134 COMPANIES INCLUDED IN THE GRQUP FINANCIAL STATEMENTS {(IN ACCORDANCE WITH IFRS 10)

Porlicl

Coun-~ patlng Thereol Profit/ioss
Registered office _ interes! tinde AG Equity  for the yeor Note
in percent in percent in EUR m in EUR m
Gases Division j
EMEA L
AFROX - Africa Oxigénto, Limitada Lvanda [ AGO 100 19 04
LINDE GAS MIDDLE EAST LLC Abu Dhabi A_RE 419 49 97 -29 f
LINDE HEALTHCARE MIDDLE EAST LLC Abu Dhabi _AE 49 49 -51 -38 i
LINDE HELIUM M E FZCO Jebel Al A_RE_ 100 46 08
Linde Electronics GmbH Stadi-Paura| AUT 100 103 10
Linde Gas GmbH Stadl-Paura| AWY 100 2543 232
B8ad Wimsbach- T
PROVISIS Gase & Service GmbH Neydharttng A_Ul_ 100 09 04
ChemogasN v Gfimbergen | BEL 100 89 24
Linde Gas Belgium NV Grmbergen| BEL 100 09 -03
Linde Homecare Belgium SPRL Scalyn _BEL 100 100 44 05
Linde Gas Bulgarnia EQD0 Stara Sagora| BGR 100 83 -05
Linde GasBHd 0 0 Zemea| BIH 85 85 32 -07
“Linde Gaz Bel® FLLC Telmy| 8LR 100 99 08 -
AFROX GAS & ENGINEERING SUPPLIES
(BOTSWANA) (PTY) LIMITED Gaborone | BWA 100 - -
BOTSWANA OXYGEN COMPANY
(PTY) LIMITED Gaborone | Bwa 100 23 37
BOTSWANA STEEL ENGINEERING
(PTY) LIMITED Gaborone | BWA 100 - -
HANDIGAS (BOTSWANA) {PTY) LIMITED Gaborone | BWA 100 - -
HEAT GAS (PTY) LIMITED Gaborane B_WQ 100 - -
KIDDO INVESTMENTS (PTY) LIMITED Gaborone BwA 100 02 01 .
PanGas AG Dagmersellen| CHE 100 878 236
RDC GASES & WELDING (DRL) LIMITED Lubumbashi £o0 100 15 -07 —
LINDE HADJIKYRIAKOS GAS LIMITED Nicosia m 51 51 91 09
Linde Gasa s Prague| CIE 100 196 8 579
Linde Sokolovskds ro Prague | CIE 100 98 63
Gas & More GmbH Pullach | DEY 100 01 =
Hydromotive GmbHECo KG Leuna| DEU 100 100 29 04
Hydromotive Verwaltungs-GmbH Leuna | DEY 100 100 D1 -
Linde Electronics GmbH & Ca KG Pultach| DEY 100 100 253 02
Linde Electronics Yerwaltungs GmbH Fullach | DEY 100 100 92 36
Linde Gas Produk
tionsgeselischaft mbH& Co KG Pullach Dev | 100 100 3416 01
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E 134 COMPANIES INCLUDED IN THE GROUP FINANCIAL STATEMENTS (IN ACCORDANCE WITH IFRS 10)

Lo P:’;g;; thereof Profit/loss
Registered office ry interest tinde AG Equity  for the year Note
—_— in percent in percent in EUR m in EURm
Linde Gas Therapeutics GmbH Oberschleiherm |  DEU 100 48 1 - a
Linde Gas Verwaltungs GmbH Pullach | DEU 100 100 - -
Linde Hydrogen Concepts GmbH Pullach| DEU 100 - -
glankenfelde- _
Linde Remeo Deutschland GmbH Mahiow | DEU 100 43 - a
tinde SchweiBtechnik GmbH Pullach | DEU 100 12 - a
Linde Welding GmbH Pyllach| DEU 100 03 - a
MTA GmbH Medizin-Technischer T
Anlagenbau Mainhausen! DEU 100 01 - a
Tega-Technische Gase und Gasetechnik T
Geselischalt mit beschrankter Haltung Worzburg| DEU 100 6 28 - a
Unterbichler Gase GmbH Munich] DEU 100 09 - a
AGA A/S Copenhagen| DNK 100 135 33
GI/LINDE ALGERIE SPA Algiers _[!!".A 100 40 100 18
Linde Gas Algerie S p A Algiers| DZA 66 66 864 107
Abelit Linde,S A Barcelona Esp 100 100 1307 -29
LINDE ELECTRONICS, S L Barcelona ﬂ 100 -38 -02
Linde Médica, s L Barcelona| ESP 100 1222 27
LINDE MEDICINAL S L Barcelona ﬂ 100 2628 23
LINDE SPAIN SA Barcelona ﬂ 100 100 Q01 -
AS Eestl AGA Tallinn _ES_T_ 100 291 40
Kiintesstd Oy Karakaasu Espoo| FIN 100 -21 - [3
Kunteistd Oy Karaporiti Espoo| FIN 100 -34 - [4
Oy AGA Ab Espoo ﬂl! 100 7151 810 C
Teallisuuskaasut Suom Qy Espoo| FIN 100 24 - 4
1K Teollisuuskaasut Oy Espoo} FIN 100 -04 -01 4
LINDE ELECTRONICS SAS Sant-Priest _FR__A 100 27 01
Linde France § A saint-Priest [ FRA 100 1351 102
LINDE HOMECARE FRANCE SAS Saint-Priest] FRA 100 328 k]
REMEQ FRANCE SAS Samnt-Priest{ FRA 100 - -
ALLWELD INDUSTRIAL AND WELDING -
SUPPLIES LIMITED Nottingham [ GBR 100 -0 3 -01| «d
BOC HEALTHCARE LIMITED Guildford ﬂ 100 07 01
BOC HELEX Guildford GBR 100 53293 1591
EXPRESS INDUSTRIAL & WELDING
SUPPLIES LIMITED Nottingham G_BE 100 15 01 ¢ d
FLUOROGAS LIMITED Guildfard | GBR 100 01 -
FUTURE INDUSTRIAL AND WELDING —
SUPPLIES LTD Nottingham | GBR 100 10 05 ¢ d
GAFFNEY INDUSTRIAL & WELDING T
SUPPLIES LTD Nottingham | GBR 20 10 03 ¢ d
GAS & GEAR LIMITED Nottingham | GBR 100 - -
GAS INSTRUMENT SERVICES LIMITED Nottingham GBR 100 - - ¢, d
GWYNEDD INDUSTRIAL AND WELDING
SUPPLIES LIMITED Nottingham | GBR 100 -06& - ¢ d
INDUSTRIAL & WELDING SUPPLIES —
{NORTH WEST) LIMITED Nottingham | GBR 100 -21 01 c,d
INDUSTRIAL AND WELDING —
MANAGEMENT LIMITED Nottingham E?_‘S 100 01 - ., d
INDUSTRIAL SUPPLIES & SERVICES LIMITED Notungham! GBR 100 124 23 ., d
WS (INDUSTRIAL G WELDING SUPPLIES) T
LIMITED Guildford| GBR 100 - - ¢, d
LEEN GATE INDUSTRIAL & WELDING -
SUPPLIES {SCOTLAND) LIMITED Nottingham '(ﬂ 100 10 04 ¢, d
LEENGATE HIRE & SERVICES LIMITED Nottingham .G;B..R., 100 - - cd
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E 134 COMPANIES INCLUDED IN THE GROUP FINANCIAL STATEMENTS (IN ACCORDANCE WITH IFRS 10)

Courr Ppﬂ;g;‘g— Thereof Profit/loss
Registered oftice by interest tinde AG Equlty for the year Note
—_— In percent in percent inEURM inEURm
LEENGATE INDUSTRIAL & WELDING
SUPPLIES (LINCOLN) LIMITED Notuingham | GBR 100 03 - c,d
LEENGATE INDUSTRIALE WELDING T
SUPPLIES (NORTH EAST) LIMITED Nottingham GBR 100 12 01 ¢ d
LEENGATE INDUSTRIALEWELDING
SUPPLIES {NQTTINGHAM) LIMITED Nottingham ﬂ 100 -04 -01 ¢ d
LEENGATE INDUSTRIAL EWELDING
SUPPLIES LIMITED Nottingham _@ 100 06 01 cd
LEENGATE WELDING LIMITED Nottingham GBR 100 - - [ 9]
LINDE GAS HOLDINGS LIMITED Guildford GBR 100 100 - 26 cd
LINDE HELEUM HOLDINGS LIMITED Guildford ﬂ 100 - - 18 c d
PENNINE INDUSTRIAL & WELDING
SUPPLIES LIMITED Nolungham EEE 100 01 - c d
REMED HEALTHCARE LIMITED Guildford GBR 100 -03 -02
ROCK INDUSTRIAL & WELDING
SUPPLIES LIMITED Nottingham | GBR 88 20 04 . d
RYVAL GAS LIMITED Nottingham | GEBR 100 - - ¢ d
W& G SUPPLIES LIMITED Nottingham GBR 100 02 - ¢ d
WELDER EQUIPMENT SERVICES LIMITEQ Nottingham | GBR 99 06 02 ¢ d
WESSEX INDUSTRIALE WELDING -
SUPPLIES LIMITED Nottingham GBR 100 -04 - cd
Linde Hellas Monoprosopi E PE Mandra| GRC 100 100 73 -08
LINDEPLINd 0 0 Karlovac _Hﬂ 100 100 42 04
Linde Gdz Magyarorszag Irt Répcelak HUN 100 1267 296
BOC {TRADING) LIMITED Dubhia ﬂ 100 - - ¢
B80C GASES IRELAND HOLDINGS LIMITED Dublin ﬁ 100 71 200
BOC Gases Ireland Limited Dublin{ IRL 100 261 249 . d
COOPER CRYOSERVICE LIMITED Dublin _ﬂ 100 17 -
ISAGA ehf Reykjavik | 15L 100 134 33
Linde Gas italla S r | Aruna| ITA 100 142 9 09
LINDE MEDICALE 51l Arfuno _ImA 100 269 35
100 Linde Gaz Kazakhstan Almaty | KAZ 100 100 -47 31
BOC Kenya Limited Nairobi | KEN 65 132 17
AFROX (LESOTHO} (PTY) LTD Maseru| LSO 100 10 03
LESOTHO OXYGEN COMPANY (PTY) LIMITED Maserv| LSO 100 - -
AGA UAB Vilnws [ LTU 100 56 03
AGA SIA Riga vA 100 212 16
LINDE GAS BITOLA DOOEL Skopje skopje | MKD 100 05 -
Afrox Mogambigue, Limitada Maputo [ m02 100 - 02
BOC GASES MOZAMBIQUE LIMITED Maputo M_Ol 100 - -
Linde Gases Mogambigue, Limitada Maputo Moz 100 - -
AFROX INTERNATIONAL LIMITED Port Louls _hiLE 100 - -
Afrox Malaw| Limited Blantyre Mwi 79 22 11
IGL (PTY) LIMITED windhoek | NAM 100 46 29
IGL PROPERTIES {PTY) LIMITED windhoek NAM 100 02 01
NAMOX Namibia {PTY) LIMITED windhoek NAM 100 01 -
REPTILE INVESTMENT NINE (PTY) LIMITED windhoek [ NAM 100 - 01
REPTILE INVESTMENT TEN (PTY) LIMITED windhoek | NAM 190 01 -
BOC Gases Nigeria Plc Lagos | NGA 60 94 -
B ¥ Nederlandse Pipleidingmaatschappy Rotterdam [ NLD 100 83 -17
Linde Electronits B v Schiedam | NLO 100 70 23
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E 134 COMPANIES INCLUDED IN THE GROUP FINANCIAL STATEMENTS (IN ACCORDANCE WITH IFRS 10)

Coun- ?J:-{:q Thereot Profit/ioss
Reglstered office .. Interest tinde AG Equity for the year Note
in percent in percent in EUR m in EUR m
Linde Gas Benelux & ¥ Schiedam [ NLE 100 1241 699
Linde Gas Cryoservices 8 V Eindhoven| NLD 100 13 11
Linde Gas Therapeutics Benelux B V Eindhoven| NLD 100 350 39
Linde Homecare Benelux 8 v Nuland| NLD 100 53 -09
Naamloze Vennootschap T
Linde Gas Benelux Schiedam | NLD 100 2750 501
OCAP(02B Y Schiedam [ NLD 100 98 87
AGA AS Oslo| NOR 100 18 239
Eurogaz Gdyma Sp zoo Gdynia| POL 99 47 03
LINDE GAZ POLSKA Spélkaz oo Krakow| POL 100 100 1295 131
LINDE GLOBAL SERVICES PORTUGAL, -
UNIPESSOAL LDA Ma13 _?EI 100 05 04
LINDE PORTUGAL, LDA Lisbon ﬂ_T 100 920 146
LINDE SAUDE, LDA Mala ﬂ 100 307 10
LINDE GAZ ROMANIAS R L Timisoara m 100 1618 219
0AD "Linde Gas Rus” Balashikha| Rus 100 100 372 -25
0AQ "Linde Uraltechgaz* Yekaterinburg| RUS 74 74 76 11
Linde jubail Industrial Gases Factory LLC Al Khobar| sAu 100 84 374 293
saudi Industnial Gas Company Al-Khobar} $SAU 51 704 -03
LINDE GAS SRBIJA Industrya gas- -
ovaad Bele] Bece)| SRB 87 87 66 09
AMNes®asro Bratislava} SvK 100 21 05
Linde Gask s Bratislava| SvK 100 259 50
LINDEPLINd 0 O Celje _S!E 100 100 96 11
AB Held tidingo | SWE 100 - -
AGA Fastighet Goteborg AB Lidingo { SWE 100 - -
AGA Gas Aktiebolag Lidingo | SWE 100 - -
AGA Industnal Gas Engineeiing —
Aktiebolag Lidingd | SWE 100 - -
AGA International Investment Aktiebolag Lidingd | SWE 100 - -
AGA Medical Aktiebolag Lidingo | SWE 100 - -
Agatroni AB Lidings ! SWE 100 01 -
CRYD Aktiebolag Gothenburg | SWE 100 - -
Flaskgascentralen | Malmd Aktiebolag Svedala| SWE 100 - -
Linde Healthcare AB Lidingd | SWE 100 173 23
NORLIC AB Lidingd _S_\E 90 160 20
svenska Aktiebolaget Gasaccumulator Lidings | SWE 100 o1 -
Svels Gas Aktiebolag Lidingd | SWE 100 - -
HANDIGAS SWAZILAND (PTY) LIMITED Mbabane ﬂ 100 - -
SWAZI OXYGEN (PTY) LIMITED mbabane w 100 13 15
Linde Gas Tunisie 5 A Ben Arous| TUN 60 60 59 -12
Linde Gaz Anomm Sirket istanbul | TUR 100 100 557 -39
BOC Tanzama Limited Dar es Salaam [ TZA 100 06 -01
BOC Uganda Limited Kampala [ LGA 100 0% D1
PJSC "Linde Gaz Ukraina” Dnipropetrowsk ﬁ! 100 9% -25 -08
Afncan Oxygen Limited Johannesburg | ZAF 56 2085 250
AFROX (PROPRIETARY} LIMITED Johannesburg] ZAF 100 - -
AFROX AFRICAN INVESTMENTS -
{PTY) LIMITED Johannesburg| ZAF 100 =21 04
AFROX EDUCATIONAL SERVICES T
{PROPRIETARY) LTD Johannesburg| ZAF 100 - -
AFROX PROPERTIES (PTY) LIMITED Johannesburg _li 100 19 03
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E 134 COMPANIES INCLUDED IN THE GROUP FINANCIAL STATEMENTS (IN ACCORDANCE WITH IFRS 10)

Coun- '::;g;‘g thereo!f Profit/ioss
Registered office oy Interest iinde AG Equity forthe yeor  Note
in pescent in percent in EUR m in EUR m
AFROX SAFETY (PTY) LIMITED Johannesburg ;‘ 160 02 i1
AMALGAMATED GAS AND WELDING T
(PTY) LIMITED Johannesburg| IAF 100 - -
AMALGAMATED WELDING AND CUTTING T
(PROPRIETARY) LIMITED Johannesburg | ZAF 100 01 -
AMALGAMATED WELDING AND CUTTING -
HOLDINGS (PROPRIETARY) LIMITED Johannesburg | ZAF 100 - -
AWCE (PROPRIETARY) LIMITED Johannesburg [ ZAF 100 - -
HUMAN PERFORMANCE SYSTEMS
{PTY) LIMITED Johannesburg| ZAF 100 - -
INDUSTRIAL RESEARCH AND T
DEVELOPMENT (PTY) LIMITED Johannesburg [ _ZAF 100 -01 -
ISAS TRUST Johannesburg | ZAF 100 33 12
NASIONALE SWEISWARE (PTY} LTD Johannesburg IAF 100 - -
NICOWELD (PTY) LIMITED Sandtan _ZAF 100 - -
PPE-1SIZO (PFY) LIMITED Johannesburg _IAF 100 - -
SAFETY GAS (PROPRIETARY) LIMITED Johannesburg _LAF 100 - -
AFROX ZTAMBIA LIMITED Ndola ﬂ 70 438 21
BOC Zimbabwe (Private) Limited Harare | IWE 100 255 29
Asio/Pacilic _
AUSCOM HOLDINGS PTY LIMITED North Ryde Aus 100 860 - t
BOC CUSTOMER ENGINEERING PTY LTD North Ryde [ AUS 100 84 -
BOC GASES FINANCE LIMITED North Ryde AUS 100 306 609
BOC GROUP PTY LIMITED North Ryde AUs 100 -36 -
BOC Limited North Ryde AUS 100 2933 1147
BOGGY CREEK PTY LIMITED North Ryde A_US 100 44 053
ELGAS AUTOGAS PTY LIMITED North Ryde ﬂ.l_s 100 44 - t
ELGAS LIMITED North Ryde ﬂ 100 2127 519
ELGAS RETICULATION PTY LIMITED North Ryde AUS 100 43 06
FLEXIHIRE PTY LTD North Ryde | AUS 100 177 03
PACIFIC ENGINEERING SUPPLIES -
PTY LIMITED North Ryde | AUS 100 -14 -
SOUTH PACIFIC WELDING GROUP T
PTY LIMITED North Ryde AUS 100 200 70
TIAMONT PTY LIMITED Noith Ryde A_US 100 49 06
UNIGAS JOINT VENTURE PARTNERSHIP Mulgrave A_US 100 211 11
UNIGAS TRANSPORT FUELS PTY LTD North Ryde ﬂi' 100 67 - <
Linde Bangladesh Limited Dhaka]| BGD 60 325 74
Anhui Julan Industnal Gases (o, Lid Lu'an]| CHN 100 18 -05
ASIA UNION (SHANGHA) ELECTRONIC -
CHEMICAL COMPANY LIMITED Shanghai ﬂ 100 - -
AUECC Shanghat shanghail CHN 100 27 -
AUECC Shanghai Co Lid Shanghai [ CHN 100 165 -07
80C {China) Holdings Co , Ltd shanghai CHN 100 1738 91
80C Gases (Nanjing) Company Limited Namjng | CHN 100 72 02
BOC Gases {Suzhou) Co, Ltd Suzhou| CHN 100 548 32
80C Gases (Dan)in) Company Lirmited Nianpin | CHN 100 17 -41
BOCLH Industnal Gases (Chengdu) Co, Ltd Chengdu [ CHN 100 16 6 04
BOCLH Industnal Gases (Dalian) Lo, Ltd Dakan| CHN 100 137 -G4
BOCLH Industnial Gases (Shangha) Co , Ltd shanghai CHN 100 121 -0
BOCLH Industrial Gases (Sengpiang) Co, Ltd Shanghat M 100 08 45
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BOCLH Industrial Gases
{Suzhou) Lo, Ltd Suzhou | CHN 100 343 -23
BOCLH Industrial Gases T
{wargaogiao) Co, Ltd Shanghar | CHN 100 07 11
BOCLH Industnal Gases (Xramen) Co , Ltd Xramen | CHN 160 84 =11
BOCTISCO GASES CO ,Ltd Taytuan | CHN 50 146 6 242 i
Dalian Xizheng Island Linde industnal -
Gases Co, Ltd balian CHN 70 [+3] -
Guangkong indusirtal Gases
Company Limited Guangzhou{ CHN 50 08 -47 (4]
Guangzhou GISE Gases Co , Ltd Guangzhou] CHN 50 318 02 fi
Guangzhou Pearl River Industnal T
Gases Company Limited Guangzhou|[ CHN 50 75 -11 (A
Jianyang Linde Medical Gases —
Company Limited hanyang| CHN 100 14 01
Lindge (Quanzhou) Carbon Digxide Co Lid Quanzhoy| CHN 100 16 -02
Linde Carboric (Wuhu) Company Ltd Wuhu| CHN 60 19 -05 ]
Linde Carbonic Company Ltd, Shanghai shanghai CHN 60 46 114 -09 ]
Linde Dahua (Dalian) Gases Co, Ltd Dahian| CHN 50 337 16 {0
Linde Electronics & Speaialty Gases T
(Suthou) Co Ld Suzhou CHN 100 100 52 -20
Linde Gas Ningbo itd Ningbo | CHN 100 1214 05
Linde Gas Shenzhen Ltd Shenthen| {HN 100 68 -
Linde Gas Southeast {(Xiamen} Lid Xlamen | CHN 100 35 -
Linde Gas Xiamen Ltd Xiamen | CHN 100 100 391 -64
Linde Gas Zhenha Ltd Ningbo | CHN 100 42 20
Linde Gases (Changzhou) T
Company Limited Changzhou CHN 100 140 -29
Linde Gases (Chengdu) Co, Ltd Chengdu| CHN 100 119 08
Linde Gases (Fushun) Co , ttd Fushun| CHN 100 18 -17
Linde Gases (Hefel) Co, Lid Hefel| CHN 100 79 -12
Linde Gases (Huizhou) Co , Lid Hurzhou [ CHN 100 06 -
Linde Gases (Jilin) Co , Ltd Jiltn CHN 100 212 -04
Linde Gases (Langfang) Co, Ltd Langfang [ CHM 100 123 -13
unde Gases (Mershan) Co , Lid Meishan| CHN 100 119 -9
uinde Gases {Nanjing) Company Limited Naming | CHN 100 -30 ~24
Linde Gases (Shanghal) Co , Lid Shanghai [ CHN 100 184 18
uinde Gases (Suzhou) Company Limited Suthou| CHN 100 101 03
unde Gases (Xuzhou) Company Limited Xuthou| CHN 100 241 01
Linde Gases (Yantal) Co, Ltd Yantarf CHN 90 473 -44
Linde Gases (Zhangzhou) Co , Ltd Zhangzhou! CHN 100 16 4 18
Linde Gases Daxie Company Limited Ningbo| CHN 100 123 05
Linde GISE Gas {Shenzhen) Co , tid Shenzhen| CHN 50 116 13 fi
Linde Huachang {Zhangjiagang) T
Gas (o Ltd Zhangpagang [ CHN 75 49 -3 ]
Linde Lienhwa Gases (Beifing) Co ,Ltd Beying | CHN 100 155 -2
unde Lienhwa Gases (Wuhan) Co, Ltd Wuhan| CHN 100 25 -10
unde Nanjing Chemical Industaal Park T
Gases Co, Ltd Nanjyng| CHN 100 84 -17
Linde Qiangsheng Gases (Nanjing) -
Co,ltd Nanjing | CHN 100 05 =12
unde Huayi (Chongqing) Gases Co , Lid Chongqing | CHN 60 -336 -03
Ma'anshan 80C-Ma Steel Gases Oty of T
Company Limited Maanshan| CHN | 50 58 3 226 f1
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Shanghai BOC Huayang Carbon T
Digide Co , Ltd Shanghat| CHN 80 01 =01
shanghar BOC Industnial Gases T
Company Limlted Shanghal | CKN 100 35 -62
shanghai RualLin Industnal Gases Co 1td shanghai | CHN 50 995 216 f,i
Shanghai Linhua Gas ———
Transpostation Co , Ltd Shanghal | CHN 100 08 -0
Shenzhen Feiying industrial Gases — -
Company timited Shenzhen| CHN 90 14 03
Shenzhen South China Industrial T
Gases o Ltd Shenzhen| CHN 50 59 15 f,i
IHEN)IANG XINHUA INDUSTRIAL T
GASES (0,110 Zhenpang | CHN 100 02 -03
80C (FIjI) LIMITED tamiSuva| £ 90 32 14
HKO DEVELOPMENT COMPANY LIMITED Kowloon| HKG 100 - -
LIEN HWA INDUSTRIAL _
GASES (HK) LIMITED Wan Chal _Iﬁ 100 - - ¢
Linde Gas (H K ) Limited Hong Kong| HKG 100 100 4331 61
Linde GISE Gases (Hong Kong) T
Company Limited Hong Kong | HKG 50 - - f,
Linde HKO Limited Hong Kong | HKG 100 1030 192
NEW SINQ GASES COMPANY LIMITED Ta1 Po ﬁl(_q 100 12 10
PT Gresik Gases Indonesia jakarta N 93 121 -29
P T Gresik Power Indonesia Jakarta| {ON 92 61 -313
P T Townsville Welding Supplies Jakarta| 10N 100 - 01
PT LINDE INDONESIA Jakarta| DN 100 165 -93
BELLARY OXYGEN COMPANY -
PRIVATE LIMITED Bellary _IND 50 148 18 f,
LINDE INDIA LIMITED Calcutta iﬂ 75 1861 15
Linde Korea (o, Lid Pohang | KOR 100 3074 308
Gyeangsang-
£S5 Chem (o, ttd nam-do| KOR 100 77 10
P56 Co, Ltd Busan| KOR 51 299 59 i
Sam Kwang Gas Tech Co, Ltd Seoqul KOR 100 46 13
Ceyfon Oxygen Ltd Colombo | tkA 100 100 201 =02
DAYAMOX SDN BHD Petaling jaya | MYs 100 - -
Linde EOX Sdn Bhd Petaling Jaya | MYS 100 221 11
Linde Gas Products Malaysia 5én Bhd Petaling Jaya | MYS 100 100 225 50
LINDE INDUSTRIAL GASES _
{MALAYSIA) SDN BHD Petaling Jaya Mys 80 30 79 -
LINDE MALAYSIA HOLDINGS BERHAD Petaling Jaya _Pﬂ 100 845 671
LINDE MALAYSIA SON BHD Petaling Jaya ﬂé 100 140 3 364
LENDE RGC SON BHD Petaling Jaya MY5 100 04 07
LINDE WELDING PRODUCTS SDN BHD Petaling Jaya MYS 100 06 -02
BOC LIMITED Auckland E_L. 100 491 253
BOC NEW ZEALAND HOLDINGS LIMITED Auckland ll_L 100 35% 126
ELGAS LIMITED Auckland | N2L 100 207 24
SOUTH PACIFIC WELDING GROUP -
(NZ) LIMITED Auckland [ nzL 100 01 -01
Linde Pakistan Limited Xaratsch PAX 60 151 12
BATAAN INDUSTRIAL GASES INC Pasig City PHL 100 08 01
BOC (PHILS ) HOLDINGS, INC Pasig City | PHL 100 204 06
CHATSWOOD INC Makati Gity [ PHL | 62 - - ce
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CIGC CORPORATION Pasig City | PHL 100 17 02
CRYO INDUSTRIAL GASES, INC Pasig Oty | PHL 100 05 -
GRANDPLAINS PROPERTIES, INC Pasig City | PHL 40 25 02 A
LINDE PHILIPPINES (SOUTH), INC Mandaue Gty | PHL 100 241 42
LINDE PHILIPPINES, INC Pasig City | PHL 100 292 01
ROYAL SOUTHMEADOWS, INC Mandaue Gity | PHL 40 09 - ki
B0C Papua New Guinea Limited Lae]| PNG 74 286 5
Linde Gas Asia Pte Ltd Singapote]| SGP 100 98 -15
Linde Gas Singapore Pte Ltd Singapore | SGP 100 100 913 n7
LINDE TREASURY ASIA PACIFIC PTE LTD Singapare | SGP 100 04 01
80C GASES SOLOMON ISLANDS LIMITED Honiara] SLB 100 36 [+ X3
KTPV (THAILAND) LIMITED Chachoengsao] THA 100 130 -
Linde (Thatland) Public
Company Limited Samut Prakan | THA 100 2207 172
Linde Aw Chemicals Limited Samut Prakan | THA 99 445 80
Linde HyCO Limited Samut Prakan] THA 100 238 14
MIG Production Company Limited Samut Prakan{ THA 54 707 125
RAYONG ACETYLENE LIMITED Samut Prakan{ THA B7 28 -
SKTY (Thaitand) Limited Chachoengsao| THA 100 45 2 01
TLG TRADING LIMITED Samut Prakani THA 100 LE] 01
BOC {TONGA) LIMITED Nuku'alofa| TON 100 01 -
ASIA UNION ELECTRONIC CHEMICAL
CORPORATION Taipet] TWN 100 416 33
CONFEDERATE TECHNOLOGY
COMPANY LIMITED Wuch Town m_ 89 99 13 C
FAR EASTERN INDUSTRIAL GASES
COMPANY LIMITED Kaohsiung | TWN 55 95 12 [4
LIEN CHIA INDUSTRIAL GASES
COMPANY LIMITED Chiay) Oty | TWN 100 - - 4
LIEN CHUAN INDUSTRIAL GASES
COMPANY LIMITED Zhongh TWN 100 01 01 C
LIEN FUNG PRECISION TECHNOLOGY
DEVELOPMENT (O, LTD Taichung Hsien TWN 100 38 04 C
LIEN HWA COMMONWEALTH
CORPORATION Taipel TWN 100 23 12 C
LIEN HWA LOX CRYOGENIC EQUIPMENT
CORPORATION Taipel WV_N 89 31 03 4
LIEN JIAN LPG COMPANY LIMITED Su'ap | TWN &0 03 - <
LIEN SHENG INGUSTRIAL GASES
COMPANY LIMITED Hsinchu Iﬂ 100 04 04 C
LIEN TONG GASES COMPANY LIMITED Kaohsiung | TwN 55 a2 - C
LIEN YANG INDUSTRIAL GASES
COMPANY LIMITED Yilan TWN 100 Q7 04 [
LIEN Y1 LPG COMPANY LIMITED Taoyuan Gity | TWN 60 20 01 1
LIENHWA UNITED LPG
COMPANY LIMITED Taipei I'W_N 56 89 05 ¢
LINDE LIENHWA INDUSTRIAL
GASES €O LTD Taipei | TWN 50 2823 559 ¢ &1
UNITED INDUSTRIAL GASES
COMPANY LIMITED Hsinchy [ TWN 55 1390 386 c
YUAN RONG INDUSTRIAL GASES
COMPANY LIMITED Taipel M 60 126 15 [4
AUECC {(BYI) HOLDINGS LIMITED Tortola | VGB 100 08 - C
BOC LIENHWA (BVI) HOLDING Co , Ltd Tortola | vG8 100 1226 -
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KEY PROOF INVESTMENTS LIMITED Tortola| V6B 100 16 -
PURE QUALITY TECHNOLOGY LIMITED Tortola| ¥GB 100 - - <
SHINE SKY INTERNATIONAL
COMPANY LIMITED Tortela Ve 100 08 - 3
SKY WALKER GROUP LIMITED Tortola vGB 100 01 - 3
Linde Gas Vietnam Limited BaRia| ¥NM 100 100 32 08
Linde vietnam Limited Company BaRia| VNM 100 07 -93 o
BOC Samoa Limited Apia| Wsh 96 16 03
Americas .
BOC GASES ARUBA N V Santa Cruz | ABW 100 34 02
Grupo Linde Gas Argentina s A Buenos Alres | ARG 100 70 299 69
Linde Salud § A Buenos Aires | ARG 100 90 13 -02
The Hydiogen Company T
of Paraguana Ltd Hamilton | BMU 100 369 183
Linde Gases Ltda Barueri| BRA 100 1385 =291
LINDE-BOC GASES LIMITADA 530 Paulo BRA 100 86 19
2961-8303 Québec Inc Montréal CAN 100 - - c
Cen Alta Welding Supphes Ltd Calgary| CAN 100 - - 3
Oxygéne Sorel-Tracy Inc Sorel Tracy | CAN 100 - - <
Soudures Industrielles du Richeliey
Métropolitan Inc sorel-Tracy CAN 100 - - 4
BOCde Chiles A Providencia| CHL 100 72 07
Linde Gas Chile 5 A Santiago| CHL 100 122 4 90
spectra Gases (Shanghai) Trading Co ,LID Shanghai | CHN 100 61 33
Linde Colombia s A Bogotd | coL 100 756 -02
REMED Medical Services S A § Bogota| COL 100 01
Linde Gas Curagao N ¥ willemstad | Cuw 100 31 05
LINDE GAS DOMINICANA, SR L 5anto Domingo [ OOM 100 54 17
Agua y Gas de Sillunchi 5 & Quito | ECU 100 10 02
Linde Ecuador § A Quite | ECU 100 740 42
Spectra Gases Limited Guildford [ GBR 100 12 = P
BOC GASES DE MEXICO, S A DEC YV Mexico City | MEX 100 - -
Compahia de Nitr6geno de Cantareil, T -
SA deCV Santa Fe{ MEX 100 140 2 156
Compania de Operaciones de Nitrogeno, o
SAdecv Santa Fe| MEX 100 40 33 [4
SERVICIOS DE CANTARELL, 5 A DECV Santa fe | MEX 100 - - C
SERVICIOS DE OPERACIONES DE T
NITROGEND,S A DEC VY Santa Fe MEX 100 14 -01 £
Linde Gas Perus A Callao | PER 100 123 -04
Linde Gas Puerte Rico, Inc Catafio| PRI 100 01 -13
AGAS A Montevideo | URY 100 126 15
East Coast Oxygen Company Bethlehem | USA 50 87 -28| L1
Holox Inc Norcross | USA 100 - -
LAG Methanol LLC Wilmington | USA 100 - -
Lincare (Consolidated frnancial
statements) including . B325 240 6
1536502 Ontario Inc Hamilton | WSA 100
ACRO PHARMACEUTICAL SERVICES LLC Harnsburg usa 100
ALPHA RESPIRATORY INC wilmington ﬁ 100
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CARING RESPONDERS LLC wilmington [ USA 100 h
COMMUNITY PHARMACY SERVICES, LLC wilmington Usa 100 h
Complete Infusion Services, L1C Bingham Farms | USA 100 h
CONVACARE SERVICES, INC Bloomtngton USA 100 h
CPAP SUPPLY USA LLC wilmington JSA 100 h
Gamma Acquisilion Inc Wilmington sA 100 h
HEALTH CARE SOLUTIONS AT HOME INC wilmington Usa 100 h
HOME-CARE EQUIPMENT NETWORK INC Plantation Usa 100 h
LINCARE EQUIPMENT LLC Wwilmington usa 100 h
LINCARE HOLDINGS INC wilmington [ USA 100 h
LINCARE INC wilmingion [ USA 100 h
LINCARE LEASING ELC Wilmington | USA 100 h
LINCARE LICENSING INC wilmungton [ USA 100 h
LINCARE OF CANADA ACQUISITIONS INC Wilmington UsA 100 h
LINCARE OF CANADA INC Toronto [ USA 100 h
LINCARE OF NEW YORK, INC New York UsA 100 h
LINCARE PHARMACY SERVICES INC Wilmington usa 100 h
LINCARE PROCUREMENT INC wilminglon | USA 100 h
LINCARE PULMONARY REHAB —
MANAGEMENT, LLC Wilmington [ USA 100 h
Lincare Pulmonary Rehab
Services of Missoun, LLC Clayton [ USA 100 h
LINCARE PULMONARY REHAB
SERVICES OF QHLO, LLE Cleveland USA 100 h
Linde RSS LLC Wilmington | USA 100 h
Longcap DNS, LLT wilmington Q 100 h
mdiINR, LLC wilmington [ USA 100 h
MED 4 HOME INC wilmington | USA 100 h
Medilink HomeCare, Inc Trenton [ USA 100 h
MEDIMATICS LLC Wilmington| USA 100 h
midSouth Distnbution, inc Texarkana | USA 100 h
MRB ACQUISITION CORP Plantation | USA 100 h
OCT Pharmacy,L L € Bingham fFarms | USA 100 h
OPTIGEN, INC Plantation [ USA 100 h
Patient Support Services, Inc Texarkana { USA 100 h
PULMOREHAS LLC wilmington | USA 100 h
Raytel Cardiac Services, Inc wilmington | USA 100 h
Sleepcai, Inc Topeka UsA 100 _h
Linde Canada Investments LLC wimington | USA 100 149 03
Linde Delaware investments Inc wilmingten | UsA 100 3000 502
Linde Energy Services, inc wilmington usa 100 -04 -
Linde Gas North America LLC wilmingtan | Usa 100 946 6 194 2
Linde Merchant Production, Inc wilmington| USA 100 148 3 -01
Linde North Amenca, Ing Wilmington | USA 100 <0,1 -268 7 07
AGA Gas C A Caracas | VEN 100 251 10 9
BOC GASES DE VENEZUELA,C A Caracas| VEN 100 -08 -05
PRODUCTORA DE GAS CARBONICO SA Caracas] VEN 100 -04 -
Genetal Gases of the virgin Islands, In¢ SaintCroix| VIR | 100 50 01
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Engineering Division .
Linde Engineering Middle East LLC Abu Dhabi| ARE 49 29 274 211 1
Linde (Australia) Pty Ltd North Ryde | AUS 100 100 10 -
Linde Process Plants Canada tnc Calgary | CAN 100 =70 =91
Arboliana Holding AG Piungen| CHE 100 44 -
Bertrams Healec AG Pratteln| CHE 100 31 -42
Linde Kryotechnik AG Pfungen| CHE 100 205 59
Cryostar Cryogenic Equipments
{Hangzhou) Co Ltd Hangzhou | CHN 100 100 127 39
Hangzhou Linde International
Trading Co, Ltd Hangzhou| CHN 100 04 01
Linde Engineertng (Dalan) Co Ltd Daltan| CHN 56 56 539 -39
Linde Engineenng (Hangzhou) (o Ltd Hangzhou| CHN 15 75 332 51
Selas-Linde GmbH Pullach| DEU 100 100 400 - a
CRYOSTAR SAS Hésingue FRA 100 578 247
LINDE CRYOPLANTS LIMITED Guildford _G_BIS 100 64 02
Linde Engineenng India Private Limited New Deihi] iND 100 100 241 70
LPM, S A deCV Mexico City | MEX 100 90 86 -03
Linde Engineering (Malaysia) 5dn Bhd Kuala Lumpur MYs 100 100 18 11
000 "uinde Enqineering Rus® Samaral RUS 100 100 -01 76
Linde Arabian Contracting (o, Ltd Riyadh [ SAU 100 90 183 54
Cryostar Singapore Pte Ltd Singapore [ SGP 100 100 331 61
Ciyostar USA LLC wilmington [ USA 100 14 12
Linde Engineering North America Inc Wilmington | USA 100 ~-231 40
Linde Process Plants, Inc Tulsa| USA 100 575 16
Linde Engineering Sauth Afnca (Ply} Ltd Johannesburg | ZAF 100 100 132 66
Other Achivities o
BOC AIP Lemited Partnership North Ryde | AUS 100 8958 970
BOC Australia Pty Limited North Ryde AUs 100 660 200
wallern 2n der
Gist Osterrerch GmbH Trattnach [ AUT 100 -01 - C
unde Gstetteich Holding GmbH Stadl-Paura | AUT 100 62 7493 058
Gist Belgium BVBA Lochiisti|  BEL 100 01 -01 4
PRIESTLEY COMPANY LIMITED Hamiiton BMU 160 244 -
Linde Canada Limited Mississauga | CAN 100 3905 973
Linde Holding AG Dagmersellen | CHE 100 100 195 04
GISTRANS Czech Republics 1o Olomoue{ CIE 100 a1 09
Commercium Immobihien- und
Beteiligungs-GmbH Munich DEV 100 100 2,256 5 - a
unde US Betethgungs Gmby Munich ) DEY 100 4771 289
LINDE INVESTMENTS FINLAND OY Helsinky _FIN 100 1 01
Garges |&s

GISTFRANCES AR L Gonesse ﬂﬂ 100 -01 04 e
Linde Holdings 5AS Saint Priest| FRA 100 2199 45 3
The Boc Group S A S Hesingue | FRA 100 742 345
AIRCO COATING TECHNOLOGY LIMITED Guildford GBR 100 33 -
BOC CHILE HOLDINGS LIMITED Guildford | GBR 100 411 -
BOC DISTRIBUTION SERVICES LIMITED Gutldford | GBR | 100 D1 -
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BOC DUTCH FINANCE Guildford GBR 100 07 -
BOC GASES LIMITED Guildford GBR 100 414 -
BOC HOLDINGS Gulldiord GBR 100 4,3374 9013
BOC INVESTMENT HOLOINGS LIMITED Guildiord | GBR 100 me 777
BOC INVESTMENTS -
{LUXEMBOURG) LIMITED Gulldford GBR 100 - -
BOC INVESTMENTS NG LIMITED Guildiord GBR 100 178 2 195
BOC INVESTMENTS NO 5 Gulldiord GBR 100 3571 68
BOC INVESTMENTS NO 7 Guildford GBR 100 - -
BOC IRELAND FINANCE Guildiord GBR 100 - -
BOC JAPAN Guildford GBR 100 - ~-
BOC KOREA HOLDINGS LIMITED Gulldford GBR 100 1180 06
BOC LUMITED Guildiord | GBR 100 7954 206 6
BOC LUXEMBOURG FINANCE Guildiord GBR 100 - -
BOC NETHERLANDS HOLDINGS LIMITED Guiidiord m 100 5237 280
BOC NOMINEES LIMITED Guildiord GBR 100 - -
BOC PENSION SCHEME TRUSTEES LIMITED Guildiord GBR 100 - -
BOC PENSIONS LIMITED Guidford | GBR 100 - -
BOC RSP TRUSTEES LIMITED Guildford GBR 100 - -
BOC SEPS TRUSTEES LIMITED Guildiard GBR 100 - -
BRITISH INDUSTRIAL GASES LIMITED Guildford ﬂ 100 - -
CRYOSTAR LIMITED Guildford GBR 100 - -
EHVIL DISSENTIENTS LIMITED Guildford ﬂ 100 - -
G L BAKER (TRANSPORT) LIMITED Guldford | GBR 100 3039 64
GIST LIMITED Guidiord GBR 100 1681 251
GIST PEOPLE SERVICES LIMITED Guildford | GBR 100 01 -
HANDIGAS LIMITED Guldlord] GBR 100 16 6 -
HICK, HARGREAVES AND _
COMPANY LIMITED Guildford Eﬂ 100 - -
INDONESIA POWER HOLDINGS LIMITED Guildford GBR 100 149 -
LANSING GROUP LIMITED Guildford| GBR 100 100 110 -
LINDE CANADA HOLDINGS LIMITED Guildford GBR 100 -2136 -596
LINDE CRYOGENICS LIMITED Guildford GBR 100 2830 149
LINDE FINANCE Guildford | GBR 100 - -
LINDE INVESTMENTS No 1 LIMITED Guildford GBR 100 3,876 7 423 &
LINDE NORTH AMERICA HOLDINGS LIMITED Guiidford | GBR 100 1,461 4 -30
LINDE UK HOLDINGS LIMITED Guildford| GBR 100 85 14,752 3 3975
LINDE UK PRIVATE MEDICAL __
TRUSTEES LIMITED Guildford GBR 100 - - C
MEDISHIELD Guildford GBR 100 04 -
MEDISPEED Guildfard GBr 100 3018 87
RRS (FEBRUARY 2004) LIMITED Guildford AL 100 -05 -
SPALDING HAULAGE LIMITED Guildford GBR 100 4175 41
STORESHIELD LIMITED Guildford aBR 100 3297 273
THE BOC GROUP LIMITED Guildford GBR 100 9,5441 1,325 9
THE BRITISH OXYGEN COMPANY LIMITED Guildford GBR 100 0 -
TRANSHIELD Guildford GBR 100 184 02
WELDING PRODUCTS HOLDINGS LIMITED Gutldford GBR 100 102 -
BOC NO 1 LIMITED Saint Peter Post | GGY 100 15 -
BOC NO 2 LIMITED Saint Peter Port | GGY | 00 04 -
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BRITISH OXYGEN {HONG KONG) LIMITED Hong Kong ﬁ 100 95 -
Ltnde Global Support Services
Private Limited Calcutta} IND 100 03 -
BOC INVESTMENT HOLDING COMPANY o
(IRELAND) LIMITED Dublin _IRL 100 165 -
BOC Investments Ireland Dublin] _IRL 100 37 -
Gist Distnibution Limited Dublin IRL 100 69 62
PRIESTLEY DUBLIN REINSURANCE —
COMPANY LIMITED Oublin E‘ 100 3413 62
Gistitaly s« Mian| 1TA 100 -01 - [4
ALBOC (JERSEY) LIMITED SantHeher | JEY 100 18 296
BOC AUSTRALIAN FINANCE LIMITED Saint Helier _JEY 100 36 -
BOC PREFERENCE LIMITED Saint Heler _JEY 100 652 -
BOC Europe Holdings B v Dangen| NLD 100 4095 289
fred Butler Netherlands B v Amsterdam | HAD 100 e -
Gist Containers B v Bleiswijk| NLD 100 -24 03 ¢
Gist Forwarding B v Bleiswijk [ N1D 100 -09 - 4
Gist Holding B v Bleswijk | NtD 100 84 - [4
Gist Nederland B v Bleiswijk | NiD 100 -87 03 [4
Linde Finance 8 v Amsterdam | NtD 100 2508 18 6
Linde Holdings Netherlands B V Schiedam | NLD 100 100 1,307 2 99 0
The BOC Group B ¥ Dongen | WD 100 449 149
Linde Holdings New Zealand Limited Auckland| NIt 100 22 126
BOC QIST INC mkat Oty _PHL 100 01 -
Linde Global IT Servicess 1 @ Bialislava ] SVK 100 08 -01
AGA Aktrebolag Lidingd | SWE 100 1,506 4 =70
BOC Intressenter AB Helsingborg | SWE 100 374 06
LindeGas Halding Sweden AB tidmgd | SWE 100 100 3,7251 206
pevine Products, Inc wilmington| USA 100 . -
Grst USA LLC Wilmington E& 100 21 -15
Linde Holdings, tLC Wilmington | USA 100 2008 310
LINDE INVESTMENTS LLC Wilmington ES_A 100 1,293 8 29
Linde LLC Wiimington | USA | 100 6836 155 4
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Gases Divislon -
EMEA
Adnoc Linde Industnal Gases Co _
Limited (Elxier) Abu Dhabi | ARE 49 49 195 3 40 5
000 "linde Azot Toghatt” Toghalty{ RUS 50 61 -13
Asia/Pacific L
BOCSPC Gases Co, Lid Shanghai | CHN 50 213 44
Chongqing Linde-SVW Gas Co, Ltd Chongqing| CHN 50 141 12
Zibo BOC-QILU Gases Co , Ltd libo ﬂ 50 278 37
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Gases Division -
EMEA L
Krakovskd s 1 ¢ Novy Maffn| C2E 37 02 - . d
Plyny jehldrs 1o Brest| CIE 34 01 - (]
Bemin Linde LNG Beteigungs GmbH Hamburg | OEU 50 50 - - b, ¢
Bomin Linde LNG GmbH& Co KG Hamburg | DEU 50 50 63 -45 b, ¢
H; Mobility Deutschland GmbH& (o KG Berhn| 0fU 28 28 57 ~-10 b, ¢
HELISON PRODUCTIONS p A skikda DIA 51 51 360 =11 b, f
Messer Algerie SPA Algiers | 02A 40 40 22 b, ¢
Oxigeno de 5agunto,5 L Barcelona | ESP 50 129 01 ce
Oy Innogas Ab Kulloo{ FIN 50 13 - b, c
Parhaat Yhdesss koulutusyhdstys ry vantaa| FIN 25 02 - ¢, d
sant-quentn-|
LIDAS A S Fallavier| FRA 22 02 02| b.ce
LIMES 5AS Saint-Herblain | FRA 50 44 =] b, d
Helison Marketing Limnted Saint Helier| GBR 51 205 g4 b,
Company for Production of Carbon —
Doxide Geli DOD Skopje Skopie{ MKD 50 50 07 - b
LES GAZ INDUSTRIELS LIMITED Port Louts | MUS 38 61 01 e
ENERGY SOLUTIONS (PTY) LIMIFED Windhoek NAM 26 - - [
Tjeldbergodden Luftgassfabrikk DA Aure| NOR 38 13 8 30( b,¢cd
Asia/Pacific _
b, ¢,
Beying Fudang Gas Products Co , Ltd Beyng| CHN 60 21 -01 df
Dalian BOC Carbon Dhoxade Co Ltd Dalian}| CHN 50 10 07| __ b
Fujian Linde-FPCL Gases Co , Ltd Quanzhou| CHN 50 850 105 b
Linde Carboni¢ Co Ltd , Tangshan Gan'an| CHN 80 05 -05 b, f
Nanjing BOC YPC Gases CO,LTD Nanjing | CHN 50 730 151 ___3
INDUSTRIAL GASES SOLUTIONS SON BHD Petaling Jaya MYS 50 18 11 b
Kulim Industrial Gases $dn Bhd Kuala Lumpur | MY$ 50 268 ~26 tc'l‘,c’
Map Ta Phut Industrial Gases
Company Lrmited Bangkok | THA 40 89 33 b, ¢
Blue Ocean Industnal Gases Co, Ltd Taiper| TWN 50 272 20] b.c,e
LIEN RUEY ENERGY T
CORPORATION LIMITED Taipel M 50 03 - b, ¢
Americas _
CLIFFSIDE HELIUM, L L € wilmington E 26 01 - _b_
Clifiside Refiners, L P Wilmington| USA 27 74 29| _ b
High Mountain Fuels, LLC Wilmington | USA 50 98 03 b
Hydrachlor LLC Wilmington |  USA 50 11 17 b
Spetita investors, LIC Branchburg} UsA 59 21 - _b
Other Activities —
CAPTURE POWER LIMITED Selby % 33 -138 =109 b
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E 137 NON-CONSOLIDATED SUBSIDIARIES

Partici-

fourr poting thereof Profit/loss
Reglstered office _ by interest tinds AG Equity  for the yeor Note
—_ in percent tn percent in EUR m inEUR m
Gases Dwvision _—
EMEA _
LINDE PLIN d 0 0 Sarajevo Sarajevo| BiH 100 100 - - d
AUTOGAS (BOTSWANA)
(PROPRIETARY} LIMITED Gaborone EEU_A 100 N/A N/A
CUULSTICK VENTURES (PTY) LIMITED Gaborone _B"\_ML\ 100 N/A N/A
Linde Schweiz AG Dagmerseflen| CHE 100 01 - [4
COTSWOLD INDUSTRIAL § WELDING "'_
SUPPLIES LIMITED Nottingham | GBR 100 - - [
ELECTROCHEM LIMITED Gwldiord | GBR 100 100 - - ¢, d
GAS & EQUIPMENT LIMITED Guildford | GBR 100 =21 - C
HYDRDGEN SUPPLIES LIMITED Guildlord } GBR 100 100 10 -
INTELLEMETRICS LIMITED Glasgow | GBR 100 - - ¢ d
LEENGATE INDUSTRIALEWELDING —
SUPPLIES (CANNOCK) LIMITED Nottingham{ GBR 100 013 - ¢ d
Linde Gas jordan Lid Zarga} JOR 100 01 =01 4
EAST AFRICAN OXYGEN LIMITED Nairobi| KEN 100 - - 4
KS Luftgassproduksjon Osio] NOR 100 - - 4
Norgas AS Csto| NOR 100 01 - C
000 "Linde Gas Helium Rus® Moscow | RUS 100 100 - - 4
1AG “LH Germanelabs Rus* Moscow | RUS 51 51 - - C
Linde Technické Plyny spo! st o Bratislava| SVK 100 ] - 4
Nynashamns Gasterminal AB Lidingd | SWE 100 - - 4
Asla/Pacific -
BOC SOLUTIONS PTY LIMITED North Ryde AIE 100 - - [
ELGAS SUPERANNUATION PTY LTD North Ryde _5_1}3 100 - - [ 1
BANGLADESH OXYGEN LIMITED Dhaka _QG_D 100 - - ¢ d
80¢ Bangladesh Limited Dhaka| BGD 100 - - ¢ d
Guangzhou GNIG Industrial Gases T
Company Limited Guangzhou| CHN 60 - - C
Guangzhou Linde GISE Gases —
Company Limited Guangzhou CHN 50 02 - 4
BOC NOUVELLE-CALEDONIE SAS Nouméa| KCL 100 - -
BOC PAKISTAN {PVT ) LIMITED Karachi PAK 100 - - ¢ d
Mandaluyong
C1GI PROPERTIES, INC City ﬂl& 100 - - <
DAVAD DXYGEN CORPORATION Mandaue City | PHL 100 05 -| e de
LIEN XIANG ENERGY -
CORPORATION LIMITED Tainan| TWN 50 08 - C
LUCK STREAM €, Ltd kachsiung | TWN 100 100 22 01 C
Americas -
177470 CANADA INC Mississaugal CAN 100 09 - [4
177472 CANADA INC Mississauga| CAN 100 24 - [4
44001 ONTARIQ LIMITED Mississauga E_Al 100 11 - 4
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E 137 NON-CONSOLIDATED SUBSIDIARIES

Particl-
Counr- pating Thereof Profit/ioss
Registered office by interest Linde AG Equity for the year Note

___ _inpercem in percent in EUR m in EUR m
Englneering Division
Cryostar do Brasil Equipamentos -
Rotativos B Chogenicos Lida 530 Paulo | BRA 100 90 22 -14 [+
Linde Engenhana Do Brasil Ltda Baryeri| BRA 100 90 10 - [4
Linde Engineenng Korea Ltd Secul| KOR 100 100 11 02 3
LINDE SAUD) ARABIA LLC Jubail _SA.I:I_ 65 65 -6 =11 €
Linde Engineenng Taiwan Ltd Taipei| TWN 100 08 01 C
Other Activities _
Linde Australia Holdings Pty Limited North Ryde [ AUS 100 100 - - 4
CRIOSBANC FRANCES AR L Trappes| FRA 100 - = 4
Hong Kong Oxygen & Acetylene -
Company Uimited Kowloon | HKG 100 07 - 4
GLPS TRUSTEES LIMITED Guildiord __G_@_R' 100 - -~ C
AIRCO PROPERTIES INC Wilmmngton Eﬁ 100 N/A N/A
SELOX, INC Nashville US_A 100 N/A N/A
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E 7138 OTHER INVESTMENTS (NOT CONSOLIDATED)

Coun- ?;:;;; thereof Profit/loss
Registered office _ interest Linde AG Equity  for the year Note
- In percent in percent in EUR M in EUR m
Gases Division .
EMEA _
Linde Vitkovice a § Ostrava| CIE 50 93 -04 ¢ d
TKD TrockenEis und Kohlensaure T
stribution GmbH Fraunberg | DEY 50 50 04 01 ¢ d
AGA Faroyar Sp/f Térshavn | DNK 50 02 02 ., d
AGA HiG Center Aps Hillerad [ DNK 50 04 - ., d
Carburo del Cinca 5 A Monz6n| ESP 20 67 03 ¢ d
Oxigeno de Andalucia, 5 L San Roque ! ESP 49 01 -| b,c,d
QUIMICA BASICA,S A Barcelona ﬂ 33 14 -| bc.d
NAMGAS (PTY) LIMITED windhoek [ NAM 44 - - 4
fuel Cell Boat B V Amsterdam [ NLD 20 - - 4
TASCO ESTATES LIMITED Dar €5 Salaam| TZA 20 N/A N/A
INDUSTRIAL GAS DISTRIBUTOR _
HOLDINGS (PTY) LIMITED Johannesburg [ ZAF 16 - -
Asla/Pacific
Guangzhou GNC Carbon —
Oioxide Company Ltd Guangrhou| CHN 50 - - b, ¢
HON CHEN Enterpnise Co, Ltd Kaohslung { TWN 50 07 - 4
SUN HSIN LPG COMPANY LIMITED Yunlin IW_N 50 05 02 C
Americos o
HERA, HYDROGEN STORAGE SYSTEMS INC Longuewl| CAN 20 - -
TOMOE TRANSTECH SPECIALTY -
GASES PTELTD singapore | SGP 25 28 03f b, c, d
Other Activities -
*Caravell* KOhigeratevertnebs GmbH Raungen| DEU 50 50 - -
InfraLeuna GmbH Leuna| OEU | 25 25 3402 36 ¢ d
Key

aProlit and loss transted agieement

Boint venture

¢ Lotal GAAP

dFigures from Financlal years priaf to 2os

eFinanclal year differs from the calendar year due 10 Jocal ddicumstances

f tonsolidation method diffess from percentage ol shares hel¢ due to de facto conliot or a contractual agreement
9 The distribution of dividend lor 2008 Is subject to toreign exchange restrictions

h Mo preparation of Indlvidual Iinancial stalements under commerclal law

} Distribution of dividend is subject to the approval of non controlling inlerests

N/A = No linancial data avaltable
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[42] Events after the balance
sheet date

with effect from 31 January 201s, Linde acquired oo percent
of the shares of the US company Amencan HomePatient
Inc This company specialises in respiratory therapy for pa-
tients suffering from COPD {chronic abstructive pulmonary
disease) Inthe 2014 financial year, American HomePatient
generated revenue of around eur 260 m with a good
2,700 employees Linde intends to use the acquisition to
expand its position in the healthcare services sector and
to generate further synergy poatential with the existing
Lincare business The purchase price was usp 225 m before
purchase price adjustments Since the acquisition date 15
so close to the balance sheet date, no further conclusive
information 15 available

Moreover, effective 17 February 2016 Linde soid 40+ per-
cent of its shares in Linde-Huayi {Chongging) Gases (o, Ltd,
which is held in the Asia/Pacfic segment, to the minonty
shareholder, thus handing over tts majonity stake in the

MUNICH, 19 FEBRUARY 2016

DR WOLFGANG BUOCHELE
[CHIEF EXECUTIVE OFFICER]

THOMAS BLADES
[MEMBER OF THE EXECUTIVE BOARD]

OR CHRISTIAN BRUCH
[MEMBER OF THE EXECUTIVE BOARD]
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company within the meaning of IFRS 10 After the sale
Linde still holds a stake of 19 ¢ percent and continues to
have significant influence within the meaning of 1AS z8
The sale of the shares had stll been subject to the approval
of the People’s Republic of China’s Mirustry of Commerce
(MOFCOM) The approval was granted on 17 February 2016
The sale mainly comprises the deconsolidation of hydrogen
plants and assoctated financiat habilities

No other sigmificant events accurred for the consoli-
dated financial statements of Ltnde Group between the
balance sheet date and 19 February 2016

On 19 February 2016, the Executive Board of Linde AG
released the consolidated financial statements for submus-
sion to the Supervisory Board itis the responsibility of the
Supervisory 8oard to examine the consehdated financial
statements and to state whether it approves them The
Group financial statements, the statutory financea! state-
ments of Linde AG and the annual report are pubhished
on 10 March 2016 after they have been approved at the
Supervisory Board meeting on 9 March 201

GEORG DENOKE
|[MEMBER OF THE EXECUTIVE BDARD]

BERND EULITZ
[MEMBER OF THE EXECUTIVE BOARD]

SANJIV LAMBA
[MEMBER OF THE EXECUTIVE BOARD]
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To Linde Aktiengesellschaft

Report on the Consolidated

Financial Stotements

we have audited the accompanying consolidated finan-
cial statements of Linde Aktiengesellschaft, Munmich, and
1ts subsidianies, which compnise 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 for the business year from
1 January to 31 Gecember 2015

Management’s Responsibility for

the Consolidated Financiol Statements

The management of Linde Aktiengesellschaft 1s respon-
sible for the preparation of these consolidated financial
statements This responsibility (ncludes preparing these
consolidated financial statements in accordance with In-
ternational Financtal Reporting Standards as adopted by
the EU, and the supplementary requirements of German
law pursuant to §31sa Abs 1 HGB (Handelsgesetzbuch

German Commercial Code), to give a true and fair view of
the net asseis, financizl position and results of operations
of the group in accordance with these requirements The
company’s management 15 also responsible for the inter-
nal controls that management determmnes are necessary
to enable the preparation of consolidated financial state-
ments that are free from matenial misstatement, whether
due to fraud or error

Auditor’s Responsibility
Our responsibility 1s to express an opimon 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 finanaal
statements promulgated by the Institut der wirtschafts-
prafer {(IDW) as well as in supplementary compliance with
International Standards on Auditing (ISA) Accordingly, we
are required to comply with ethical requirements and plan
and perform the audit to obtain reasonable assurance
about whether the consolidated financial statements are
free from matenial misstatement

An auditinvolves performing audit procedures to ob-
tain audit evidence about the amounts and disclosures
1n the consolidated financial statements The selection

221

of audit procedures depends on the auditor’s profes-
sionaljudgment This ncludes the assessment of the nsks
of matenal misstatement of the consohdated financial
statements, whether due to fraud or error In assessing
those risks, the auditor considers the internal control
system relevant to the entity’s preparation of the con-
sohdated financial statements that give a true and fair
view The aim of this is to plan and perform audit pro-
cedures that are appropnate in the given carcumstances,
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 appropriateness
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 obtained
15 sufficient and apprepriate to provide a basis for our
audit opinton

Audit Opinion
Pursuant to §322 Abs 35atz1 HGB, we state that our audit
of the consolidated finanoial statements has not led o
any reservations

in our opimon, based on the findings of our audn,
the consohdated financial statements comply in all ma-
tenal 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 farr view
of the net assets and financial position of the Group as
at 31 December 2015 as well as the results of operations
for the business year then ended, 1n accordance with
these requirements

Report on the Combined
Management Report
we have audited the accompanying group management
report of Linde Aktiengeselischaft, which 1s combied with
the management report of the cempany for the business
year from 1 January 1o 31 December 2015 The management
of Linde Aktiengesellschaft is responsible for the prepara-
uon of this combined management report in comphance
with the applicable requirements of German cormmercial law
pursuant to §3153 Abs 1 HGB (German Commercial Code)
We conducted our audit in accordance with §317 Abs 2 HGB
and German generally accepted standards for the audit of
the combined management report promulgated by the in-
stitut der Wirtschaftsprafer [Institute of Public Auditors in
Germany] (10W) Accordingly, we are required to plan and
perform the audit of the combined management report to
cbtain reasonable assurance about whether the combined
management report 1s consistent with the conschdated 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 to §322 Abs 3 Satz 1 HGB, we state that our
audit of the combined management report has not led to
any reservations
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(n gur opinion, based on the findings of our audit of the
consolidated financial statements and combined manage-
ment report, the combined management report 1s consist-
ent with the consolidated financial statements, and as a
whole provedes a suitable view of the Group’s position
and sunably presents the opportumities and nsks of future
development

MUNICH, 19 FEBRUARY 2016

KPMG AG
WIRTSCHAFTSPROFUNGSGESELLSCHAFT

[ORIGINAL GERMAN VERSION SIGNED BY ]

BECKER ¥ HEYNITZ
WIRTSCHAFTS- WIRTSCHAFTS-
PROFER PROFER
[GERMAN PUBLIC [GERMAN PUBLIC
AUDITOR] AUDITOR]
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To the best of our knowledge, and in accordance with the
apphicable reporting principles, the consohdated finanwal
statements give a true and fair view of the net assets,
fenancial position and profit or loss of the Group, and the
combined management report includes a fair review of
the development and performance of the business and the
position of The Linde Group and of Linde AG, together with
a descniption of the principal opportunities and risks asso
clated 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 DF THE EXECUTIVE BOARD]
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GEORG DENOKE
[MEMBER OF THE EXECUTIVE BOARD]

BERND EULITZ
[MEMBER OF THE EXECUTIVE BOARD]

SANJIV LAMBA
{MEMBER OF THE EXECUTIVE BOGARD]
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E 139 MANAGEMENT ORGANISATION EXECUTIVE BOARD

Executive Boord Member Responsibilitres

Corporate & Support Funclions

Dr wolfgang Blchele, G151, Opportunity & Project Development
Chief Executive afficer

Corporate Communications & Investor
Relations, Corporate Internal Audit,
Cotporate Office Corporate Stiategy
& Market Intelligence Group Human
Resources, Group Legal & Compliance,
SHEQ (Safety Health, Environment
Quality)

Americas segment, Global Governance
Centres Deliver, Healthcare, Operations,
Global Gases Businesses Hellum §Rale

Thomas Blades Gases

Dr Chaistian Bruch Engineering Division Technology & Innovatign
Beend Eulitz EMEA segment

Sanpiv Lamba Asia/Pacific segment Global Governance

Centres Merchant & Packaged Gases and
tediiomics

Georg Denoke Finance/Financial Control for the
segments EMEA, Americas Asia/Paadic

Group Accaunting &@Reporting, Group
information Services, Graup insurance
Group Mergers § Acquisitions, Group
Procurement, Group Risk Management,
Group Tax, Group Treasury, Operational
Finance, Controlling & tnvestments,
Real Estate
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E 140 DIVISIONS

Goses Division Engineening Division Gist

See diagram below for orgamsation | steve Bertone Marlin Gwyon_ . o
Jorgen Nowickr
John van der Velden
Tilman Weide

E 141  GASES DIVISION

EMEA segment

(Europe, Middle Egst, Africa) Americas segment Asig/Pocific segment

RBU Northern Europe RBU Amencas RBU East Asia

Pat Mutphy

Steven Fang

RBU Central Europe

Finance/Financaial Control Americas

RBU South Asia& ASEAN

Olaf Reckenhofer jens Luhring Rob Hughes
RBU Southern Europe Lincare RBU South Pacrfic
Ainold Coppin Kirsten Hoefer Colin #saac

RBU Africa b UK
Sue Graham |chnston

Finance /Finanial Control Asia/Pacific
Bincd Patwari

RBU Middle East G Eastern Europe
Elena Skvortsova

Finance/Financial Control EMEA
Matthias v Plotho

E 142 GLOBAL GOVERNANCE CENTRES

GGC Merchant & Pack-
aged Gases
{liquefied gases and

GGC Electronics
(electrontc gases)
Andreas weisheit

GGC Healthcare
DrChnstian Wojczewsk)

GGC Operations
Rudolf Lamm

GGC Deliver
lan Rennte

cylinder gas)
Jens Waldeck

E 143 GlLOBAL FUNCTION

Oppartunity & Project Development
Ernst Rost

E 194 C(ORPORATE & SUPPORT FUNCTIONS

Corporate Communications & investor Relations

Dr Hatty Roegnei

Corporate Internal Augit

Thomas miller

Corporate Office

Corparate Strategy & Market Inteltigence o

Greup Accounting & Repoarting, Group Risk Management,
Group Insurance Real Estate | _

Group Human Resources

Andrea Reutershahn

Holger Kirchner

Byérn Schneider

Werner Boekels

Group Infor maton Services

Sandeep Sen

Group Legal & Comphance

Salms U Wittig

Group Mergers & Acquisitions

Tim Husmann

Group Procurement

Christoph Cfausen

Group Tax

Dr Wolfgang Salzberger

Group Treasury

Dr Sven Schnewder

SHEQ (Safety Health, Environment, Quality)

Phul Graham

operational Finance, Centrolling & Investments

michael Ullnch

Technology & Innovation

Dr Andreas Opfermann
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GLOSSARY

[A]

ADDITIVE
MANUFACTURING

The term “additive manufacturing” re
fers to all manufacturing techniques
in which the part matenal s formed
In an automated process by joiming
volume elements, preferably layer by
layer Both the term "additive manu
factuning” and 11s German equivalent
{genergtive Fertigungsverfahren) have
been set out in corresponding stand
ards in Germany (VDI 3403) and in the
USA (ASTM F2792) The more hteral
German translation "Additive Ferti
gungsverfahren” is less common

AIR SEPARATION PLANT

Air separation plants use Linde pro-
cesses 10 produce oxygen, nitrogen
and argon

ASEAN

ASEAN 15 the acronym for the Assocl
ation of Southeast Asian Nations An
tnternational orgamisation based in
Jakarta, Indonesia, which aims to pro
mote economi¢, pofitical and social
cooperation between countries in
South-East Asta who have zlso joined
together o create a common econom-
IC space

(8]

BEST COST COUNTRIES
A procurement strateqgy whereby ¢om-
panies spurce goads and services nol
only 1n their major sales markets, but
also in countnes offering the best con
ditions of purchase

228

[c]

CARBON DISCLOSURE
PROJECT (CDP)

This investor non-profit initiative aims
to ensure that companses and munic-
ipalites publish their environmenta)
data Every year, the CDP collects
data and information on corporate €O,
emissions, cimate nsks, reduction tar-
gets and climate protection strategies
based on standardised questionnaires
completed on a voluntary basts

CASH BALANCE PLAN

A cash balance plan combines the char-
actenstics of a defined beneht plan
with those of a defined contribution
plan A cash balance plan guarantees
the beneficiary a pension benefit For
each beneficiary, an individual account
balance 1s mantained, whichincreases
invalue over the penod of service and
attracts a guaranteed interest rate The
account balance 1s then subsequently
convertedintg a lump sum payment or
a ifelong pension, depending on the
structure of the scheme

CATEGORY
MANAGEMENT METHOD
Cateqgory management is 3 structured
process designed to analyse, define
and 1mplement procurement strate-

gies for products and services

tLouD
An abbreviation for cloud compuiing
The term refers to platforms for distnb
uted computing across different hard
ware and software resources run by
one of several providers

COMMERCIAL PAPER
PROGRAMME
Programme for shart-term notes gn

the capital market

CONFLICT MINERALS
The US Bodd Frank wall Street Reform
and Consumer Protection Act (Dodd
Frank Act) defines conflict minerals as
raw materials exploited and traded in
the Democratic Republic of Conge or
neighbourning countries which finance
conflict The Dodd Frank Act applies
to the substances or ores from which

these raw matenials are extracted tan-
talum {coltan), hin {cassitente), wolf-
ram and gold

CONTRACTORS
Employees from third party firms who
provide services on Lindes behalt, es
pecially transport services

CONVENIENCE PRODUCTS
Ctommercially processed food prod
ucts which cut food preparation time
in domestic households or in the ca-
tening trade

CRACKER
(ETHANE CRACKER)
Steam cracking plant in the petrochem-
ical sector Steam and heat are applied
to transform hydrocarbons such as
ethane intp unsaturated hydrocarbons
which are used as raw maiernals in the
manufacture of plastics, varmishes, sol-

vents and pesticides

CREDIT DEFAULT SWAPS
Credit default swaps (CDS) are credit
denvatives designed to hedge the ex-
posure to loan defaults kn return for
the payment of 3 single premium or
regular premiums, the buyer receives
compensation from the seller in the
event that the reference abliger named
in the COS contract defaults

CROSS-CURRENCY
INTEREST RATE SWAPS
An agreement between parties to ex
change interest payments and princ-
pal on loans denominated in different

currencies

(o]

DEBT ISSUANCE
PROGRAMME
Flexible refinancing piogramme with
standardised documentation frame-
work It enables the 1ssuer to cover its
funding requirements by raising debtn
different currencies and amounts with
different matunity penods
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DEFINED BENEFIT PLANS
Pension plans under which an enter-
pnse/employer defines an amount of
pension benefit 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 actuana! risk
and the investment risk are barne by
the enterprise

DEFINED CONTRIBUTION
PLANS

Pension plans under which the legal

of constructive abhgation of the en-
terpnse/employer 1s hmited to the
amount 1t agrees to contrbute to a
separate enlity, such as an insurance
company The level of benefits re-
ceved by the employee 1s determined
by the level of coninbuiions 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 actuanal nsk and the investment
nsk are borne by the employee

[E}

EBIT

Abbreviation for Earmngs before In-
terest and Tax At Linde, this figure
comprises gross prohit 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-recurfing items

EBITOA
(OPERATING PROFIT)
Abbreviation for Earmings before In
terest, Tax, Amortisation and Depre-
ciation At Linde, E8IT {adjusted for
non-recurring stems) after adding back
amortisation of intangible assets and

depreciation of tangible assets

ECIIA

Abbrewviation for the European Con-
federation of Institutes of Internal
Auditing ECHA 15 the professional as-
sociation which represents 33 nation-
alinstitutes of internal auditing across
Europe Its aim 15 {0 IMprove Corporate
governance by promoting professional
standards for internal auditing
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EMISSIONS TRADING
The European Umion’s emissions trad
ng programme 15 a climate protection
instrument aimed at cutting green-
house gas emissions at the lpwest
possible economig cost

ENHANCED DIL AND GAS
RECOVERY (EOR/EGR)
Enhanced recovery of oil or gas re-
serves to make the exploitation of
the remaining reserves in 2 gas field
or oilfield more efficient The pump
pressure in the seam 15 Increased by
injecting gases such as nitrogen and

carbon dioxide

[F}

FERMA
Abbreviation for Federation of
European Risk Management Associa-
tions FERMA brings together 26 nation-
al risk management associations from
18 European countries The Federation
represents a large number of sectors
such as industry, financial services,
healthcare, chantable organisations
and focal government agencies FER-
MA supports 11s members (n raising
awareness and promoting the effec-
tive use of sk management, insurance
solubions and risk financing in Europe

FUTURES
Forward coniracts traded on a siock
exchange with standardised contract
volumes and underlying asseis

(6]

GLOBAL PRODUCT

STRATEGY (GPS)
The Global Product Strategy of the In-
ternational Council of Chemical Associ-
ations 15 designed 1o establish umform
global standards and procedures for
companies in order to improve safety
in connection with the handting of
chemical substances

GOOD MANUFACTURING
PRACTICE
Gooed manufactuning praciice 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
Protecet ortginated from an initiative
from the world Business Council for
Sustainable Development (WB(SD) and
the World Resources Institute {WRi)

[H]

HCFC

Abbreviation for the English specialist
term “hydrochlaroflugrocarbon” Car-
responds to the German abbreviation
FCKW for “Fluorchlorkohlenwasser
stoffe” Compounds from this substance
class are often used as propellants or
refnigerants Since they deplete the
ozone layer in the stratoesphere, their
use 15 banned in many areas of apph
cation today

HFC

Abbreviation for the Enghsh specal-
15t term “Hydrofluorocarbon”™ German

Fluorkohtenwasserstoffe Compounds
from this substance ciass are often
used as propellants or refrigerants

Although bydrofluoracarbons do not
deplete the ozone layer tn the strato-
sphere, they are greenhouse gas emis-
stons with a high potentral impact on
the climate, which 1s why their use 1s
striictly 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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INTEGRITY LINE

Linde system that employees can
use to report Internal and external
stakeholder doubts or suspicrons
If an internal investigation reveals
that the doubts or suspicions raised
were Justified, a prescribed process
15 used within a defined timeframe
to determine which measures ase to
be taken and to follow up on therr
implementation

INTERNATIONAL UNION
FOR CONSERVATICN OF
NATURE (IUCN)
International environmental orgamsa
tion that 15 committed to nature conser-
vation and spegies protection, as well
as to the sustainable and responsible
use of resources Amang other things,
the IUCN draws up the “IUCN Red List
of Threatened Species” and categornses

protected areas

[x}

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 nsk man-
agement programme n place Its ob-
jective 1s to protect the interests of
shareholders by safeguarding the prof-
its and value of the enterprise

(L]

LED
LED stands for hight emitting diode
LEDs transform electnical engrgy Into
light Similas to semiconductor diodes,
they create directional light and are
avaitable in a vanety of colours, sizes
and shapes These devices are used
in many industries for signalling and
lighting applications
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LNG
uquefied Natural Gas LNG s regarded
as a promising fuel of the future be-
cause of its high energy density, con-
stant calonfic value and high level of

purity
[m]

MAJOR HAZARD REVIEW
PROGRAMME

Linde setup this programme to ensure
the safety of its production process-
es The MHRP allows the Group to
identify prompily potential nisks that
might result1in acaidents or damage to
property or to the environment, and
to introduce preventive safety and
contiol measures

[o]

OLEFIN PLANT
Petrochemical unit for the production
of olefins such as ethylene and propy!-
ene from hydrocarbons

[e]

PULMONARY

HYPERTENSION
Hiness in which abnormalty high bloed
pressure atfects 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 Requlation on the Registration, Eval-
vation and Authonsation of Chemicals

RESFRICTION OF THE
USE OF CERTAIN HAZ-
ARDOUS SUBSTANCES
(ROHS)
The revised RoHS EU Directive
{z011/65/EU) 15 designed to restrict
the use of certain hazardous sub-
stances 1n electrical and electronic
eguipment

——————————-——

(s1

SERIQUS TRANSPORT
INCIDENTS
Transport-related incidents, such as
traffic acaidents, which have a consid-
efable impact on the health of the par-
ties concerned, resultsn enviroamental
emissions which must be reported or

gwve nse to a certan level of costs

SHEQ
Abbreviation for Safety, Health, Envi-
ronment and Quality

SYNTHESIS GAS
Gas mixture of carbon monoxide and
hydrogen or mtregen and hydrogen
used 10 produce methanol, ammonia
and other basic chemicals

(vl

THE CLIMATE REGISTRY
Non profit association of federal states
and provinces in North America that
ams to independently record and mon-
itor the greenhouse gas emissions of
companies, muniapahties and organi
sations Parbiopation is voluntary

TREASURY
The Treasury department ensures that
the Group has sufficient funds and cap-
ital 1t invests surplus funds, reduces
financial nsks and optimises costs and
the return on financial transactions

THREE LINES OF

DEFENCE MODEL
The Three Ltnes of Defence Model
shows the different roles involved
in internal cantrol The interplay be-
tween the roles 1s split into the follow-
ing three lines of defence operating
business units, central cigamsational
units, Independent audit and adviso-
Ty units
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(vl

VIGILANCE SIGNAL

DETECTION SYSTEM
A system to ensure the systematic
ongoing safety of a pharmaceutical
product It aims to discover, evaluate
and understand undesirable effects
and side-effects of the product by as-
sessing vanous saurees such asinc-
dent reports, saentific and medical
literature and clinical studies, so that
appropriate measures may be taken
to ounimise nisks

[w]

WBCSD
The World Business Council for Sustain
able Development 15 an orgamsation
that s designed to motivaie compa
nies to do business more sustainably
and provide them with support (n this
regard
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JANUARY
1/1

The Linde subsidiary AGA announced
that it will open Stockholm’s first hy-
drogen filing station in Arlanda The
hydregen for the largest hydrogen
filling station 1n Sweden close to
Stockholm Awrport will be preduced
inthe AGA plant in Sandviken, where
green electricity 1s used to spht the
water into hydrogen and oxygen

FEBRUARY
1/2

0n 1 March, the internationally ex-
perienced healthcare expert Kristen
Hoefer takes over at the helm of the
US subsidrary Lincare, the global mar-
ket leader for respiratory homecare
The acquisition of Lincare, which has
its reqistered office n Clearwater,
Flerida, i August 2012 made Linde
the worid’s leading healthcare pro-
vider in the gases industry

2/2

Linde supports the Shell Eco-mara-
thon for what 1s now the fifth time
funnming, supplying the hydrogen to
fill the fuel-cell vehicles used 1n this
competition Linde 1s a global part-
nei of the event, which i1s aimed at
engineenng students and 1s held in
Europe, the Amencas and Asia on an
annual basis

MARCH
1/3
Linde opens a new research and devel-
opment centre specialising m the op-
tumisatian of combustion processes in
Suzhou near Shanghai In collaboration
with metal and glass manufacturers, as
well as research institutes, the arm is
for the “Linde Combustion Centre” to

232

develop environmentally fnendly com-
bustion technalogies, more etficient
heat treatment processes and nno-
vative gases applications Linde’s ox-
yfuel technology, whichis already used
tn nymerous applcations, will play a
key role in this proecess 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 procedure, a solution
that opens up new possibilities far pro-
cess hygiene in the poultry production
segment Spraying the meat surface
with cryogemically iquefied nitrogen
reduces harmful bactena by o per-
cent without impairmg the guality of
the meat

APRIL
1/4

Linde receives a contract from Mey-
ef Turkw Shipyard in Finland to build a
hquefied natural gas (LNG) tank sys-
tem for a new Baltic Sea ferry via its
Swedish engineenng subsidiary Fhe
modern high-speed ferry operated by
AS Tallink Grupp will travel beiween
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 sailling under
the German flag, the car and passenger
ferry MS Ostfniesiand operaied AG EMS,
becomes the first to run on low emis-
s10n LNG The imitial fuelling of the
approximately 94 m long Borkum fer-
ry was conducted by the joint venture
Bomin Linde LNG After a successful
test phase, the MS Ostinesland has
been operating a daily service since
the middle of the year, saving more
than one million litres of marine gas
oil per year thanks to the use of LNG

3/4
tinde's technologically advanced,
ground-breaking gas cylinder valve,
EVOS™ O wins the prestigious inter-
natianal design prize, the “Red Dot

Award Product Design 2015” The

EVOS™ valve range represents a sigmi-
1cant leap from standard gas industry

valves - not only in its striking, state-
of the art ergonomic design - but also

nterms of safety and productivity ben

efits delivered

4/4

Germany’s tirst hydrogen filling sta

tion located directly on the motorway
opens In Gelselwind (tower Francoma)

The new H, filling pump located an the
A3 between Wurzburg and Nuremberg

was oinily erected by Darmler, TOTAL
and Linde and links the existing filling

faciliies i the metropolitan regions
of Frankfurt/Main, Stuttgart and Mu-
mich with each other The construction

of a nationwide hydrogen infrastruc
ture in Germany 1s accompanied by the
planned market ramp-up of fuel cell

cars from vanous manufacturers

MAY

1/5
Linde successfully launches its new
and innovative line of cost-efficient
hydrogen generation plants, HYDRO-
PRIME® HYDROPRIME® plants are char-
actensed by the fact that they are high-
ly reliable, sate and environmentally
sound and offer numerous advantag
es over conventional hydiogen supply
using electrolysis, conventional SMR
plants or truck-based supply

2/5

The second public hydrogen fuelling
station in Austria 1s officially opened
mninnsbruck TheH, station, which was
erected in a joint effort by OMV and
Linde, was bwit as part of the EU-fund
ed HyFIVE (Hydrogen for Innovative ve-
hicles) project and bridges the existing
H, hubs 1n Munich and Bolzano

JUNE
1/6
with the slogan “Colfaborate Innovate
Deliver ”, The Linde Group technology
company demonstiates how it is deliv-
erning true value to its customers at the
ACHEMA trade fair in Frankfurt Anum-
ber of reference projects, technology




LINDE FINANCIAL REPORT 2015

showcases and service innovations (-
tystrate Linde’s integrated approach to
customer success

2/6

Linde brings 1ts biggest US air sepa
ratien plant and a {urther gasification
train for synthests gas production on
streamn La Porte, Texas The total in-
vesiment of usp 250 m in the location
forms part of Linde's expansion strat-
egy in the US

JuLy

1/7
Linde 1s commussioned by the semican
ductor manufacturer SK Hynix Sermi
conductor to build the world’s largest
generator of on site Huonine for the
company’s faciory in (cheon, South Ko
rea The use of molecular tluonne (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

2/7
The world’s largest green hydrogen
plant 1s inaugurated tn Mainz after a
construction penod of almost one year
tn the presence of Mals Dreyer, state
premier of Rluneland-Palatinate, the
inauguration signals the start of one of
the flagship projects of Germany's en
ergy revolution The ptant, which was
Jointly developed by Linde, Siemens,
Stadiwerke Mainz AG and the Rhein
Main University of Applied Sciences,
preduces hydrogen using electrnicity
from environmentally socund sources
of energy In the project, Linde Is re
sponsible for purifying, compressing,
stonng and distributing the hydrogen

3/7

In Munich, the first public hydrogen
fuelling service in the Bavarian state
capital 1s opened at the TOTAL Mul-
ti-Energy fuelling station located on
the aty’s Detmoldstrasse Equipped
with innovative refuelling technology
from Linde, the station can offer dif-
ferent fuelling technologies at sepa-
rate pumps

233

AUGUST

1/8
Linde announces the market faunch
of SOLVOX® Dropin, a highly effective
and inngvative technoalogy for imprav-
Ing oxygen suppltes in the fish farm-
ing induskry The system i1s designed
to be used in sea cages which exper
ence unhealthy water condittons due
to pogr axygen levels SOLVOX® Dropln
1s a compact and hghtwetght system
that makes the current oxygenation
process much easier

SEPTEMBER
1/9

Linde i1s admitted to the Dow Jones Sus-
tatnability world Index (DJSI) for the
fourth year running Linde’s sustain-
ability performance thus continues to
rank 1n the top ten percent of its in-
dustry Twenty categones m the areas
of economic, environmental and social
performance were assessed

2/9
with the opening of another hydrogen
flling station in Fellbach near Stuitgart,
Daimler, Linde and TOTAL continue with
thetr joint plans to expand the natignal
hydrogen infrastructure

CCTOBER
1/10

Anew research facility - the Linde Pilot

Reformer ~ opens in Pullach near Mu-
nich - Linde’s largest locaticn world-
wide The faclity, with an investment

volume of around eur 5 million, will be

used to further refine steam reforming

technolegy Themnovative dry reform-
Ing process developed in coaperation

with Linde partners enables energy-ef-
fraient, lower-emission synthesis gas
production with ecanomical industn

al-scale use of (0, as feedstock

2/10
H; MOBILITY Beutschland ofticially
starts work in the presence of German
franspori Minister Alexander Dobrindt
The joint venture between six industry
partners, including Linde, 15 designed
to help forge ahead with the gradual
expansion of the nahonwide hydrogen
filling statien network The aim s to
have set up a total of aoo hydrogen

filling stations by 2023 On the side
lines of the event, Or Buchele presents
the German Transport Minister with an
innovative pedelec (bike with an auxil
1ary electnc motor) developed by Linde
itself What makes the bike special 1s
the compact fuel cell that generates
the electricity needed to help the cy-
clist using hydrogen as opposed to a
conventional battery

NOVEMBER
1/11
Bemin Linde LNG and the Lithuaman
o1l and gas supply company Klaipedos
Nafta Establsh sign a joint venture
agreement with the aim of operating
anLNGbunker supply vessel The plan
15 for the vessel to supply the envi-
ronmentally fnendly LNG in both the
Lithuaman port of Klaipeda and in oth
er Baltic Sea ports from 2017 onwards

2/ 11

The foundation stone 1s laid for The
Linde Group’s most state-of the-art
filling plant in the the Dorsten/Marl
industnal park at the northern edge
of the Ruhr region Thanks to the very
tgh degree of automation, the plant
will be able to hil more than one milion
cyhnders with industrial gases and car-
bon dioxide mixtures from the end of
2016 onwards Thennovative concept
1s later to be used in other company
locatiens in vanous countries

3/

Linde invests the equivalent of
Eur 14 6 million to build the largest an
separation plant in Bangladesh Once
complete, the new plant will supply the
growmng food and beverage, manufac
turing, pharmaceutical, healthcare and
shipbuilding industries in this country
of 160 million inthabitants

DECEMBER
1/12
Linde makes another investment in
the growing hamecare markets with
the planned takeover of Amencan
HeomePatient, Inc with effect from
31 )anvary 2006 The company, which
has its registered ofiice 1n Brentwood
(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 Amencan HomePatient has
speciahsed in respwatory therapy and
serves clients who are suffening from
CoPD (chronic obstructive pulmonary
disease) and 0SA (abstructive steep
apnoea)

2/12

Gazprom and its general contractor se-
lect tinde as the hicensor of the natural
gas processing technology for the Amur
GPP project In eastern Russia Linde
1s responsible for engineering and for
the procurement of plants for the ex-
traction of ethane and iiquehed gas
compeonents and for the separation of
nutrogen, as wellas for a helium extrac
tion and hquefactton plant The plant
15 to be erected in five phases in the
penad leading up to 2024 The CEQs
of both companies also sign an agree-
ment on strategic cooperation covering
the planning, canstruction and mainte-
nance and naturab gas plants The coop-
eration includes process technology in
the field of natural gas processing and
liquefaction, the production of neces-
sary plant components 1n Russia and
helium production
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FINANCIAL CALENDAR

[1]

PRESS CONFERENCE ON
THE ANNUAL RESULTS
PUBLICATION OF THE GROUP
FINANCIAL STATEMENTS

10 March 2016
Carl von Linde Haus, Munich,
Germany

12]
INTERIM REPORT
JANUARY TO MARCH 2016

29 Apnl 2016

(3]
ANNUAL GENERAL MEETING
2016

3 May 201,108 m
International Congress Centre, Munich,
Germany

[4]
DIVIDEND PAYMENT
4 May 2016

[5]
INTERIM REPORT
JANUARY TO JUNE 2016

28 July 2016

(6]
AUTUMN PRESS CONFERENCE
2016
28 October 2016
Carl vaon Linde Haus, Munich,
Germany

(7]
INTERIM REPORT

JANUARY TO SEPTEMBER 20156

28 October 2016

[8]
ANNUAL GENERAL MEETING
2017

10 May 2017,50a m
International Congress Centre, Munich,
Germany
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STATEMENTS RELATING TO
THE FUTURE

This annual report contains statements relating
ta the future which are based onmanagements
current estimates about future developments
These statements are not ta 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 1ts affihated companies are dependent on
a number of risks and uncertainties and may
therefore deviate sigmficantly from the state-
ments relating to the future Linde has no plans
to update its statements relating to the future,
nor does 1t accept any obligation 1o do so
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FIVE-YEAR SUMMARY

2012
201 adsusted’ 2013 204 2015
REVENUE EURm 13,787 15,833 16,655 17,047 17,944
Instde Germany % 90 82 79 74 73
Qutside Germany % Mo 918 921 926 _ %27
Profit
Operating profit? FUR m 3,210 3,686 3,966 3,920 4,131
EBIT EUR m 2,152 2,055 2,17 1,885 2,043
EBIT {betore non-fecuiring items) EUR m 2,152 2,055 217 1.885| 2,235
profit before taxes on income (EB7) EURm 1,619 1,734 1,794 1,520 1,646
Profit for the year -
attributable 1o Linde AG shareholders FUR m 1,174 1,232 1,317 1,102 1,149
Earnings pei share - undiluted® EUR 6 88 693 710 594 619
Earnings per share - undiluted
(before non recurring items)® EUR 6 B8 693 710 713 691
Dividends fURm 428 500 500 585 640
Dividend per share EUR 2 50 270 300 315 345
Number of shares outstanding as at (3112) in thou 171,061 185,189 185,588 185,638 185 638
Assel structure
Intangible, tangible and financial assets EUR m 21,269 25,971 25,184 26,453 27 445
Inventanes FUR m 1,036 1,112 1,088 1,155 _ Lz
Receivables* EUR M 2,382 3,093 31N 3,362 2,995
Cash cash equivalents and secunties EUR m 2,674 2,108 1,348 1,658 1838
Qther assets EURm 1,554 2,013 2,018 1,797 1,828
Total assets EUR m 28,915 34,297 32,749 34,425 35,347
coptol structure
EqQuity fURm 12,144 13,658 13,5858 14,267 15,449
Provisions EURm 2,838 2,613 2,381 2,769 2,687
Financial debt EUR m 7,768 10,581 9,577 9,856 9483
Qther habilities EURm 6,165 7,445 7,205 75331 1728
Total capital EUR M 28,915 34,297 JJ‘E 34,425 35,347
cash flow statement
gperating cash flow fURm 2,426 2,564 3,144 3,001 3,593
NUMBER OF EMPLOYEES AT 3112 50,417 62,765 63,487 65,591 64,538
Inside Germany % 146 121 123 123 12 4
Outside Germany L] 854 879 877 877 _ 876
Key performance indicators
Capital expen_dllure___ L EuRm| 1367| _ 2,038) 2,268 1,954 1,936
Equity ratio » 420 398 415 41 4 437
Return on capital employed
{belore non recurning ems) » 1o 102 97 95 94
EBIT return on sales % 156 130 130 11 _ 14
Cash flow from operating activities
as a percentage of revenue % 176 16 8 189 176 200

Adjusted 10 reflect the edfects of the first nime retcaspective apphicatian of new,/amended IFRS.

+ EBIT {beloee non recurring items) adjusted fos amortisation of intangible assets/depreciation of tangible assets

» Based on the weighted average number of shares avtsianding

+ Inc) recaivables from linance leases
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