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Danfoss Limited -

Registered number 02605811
Strategic report, Directors’ report and financial statements
31 December 2017

Strategic report

The directors present the strategic report of the company for the year ended 31 December 2017.

- Business revnew, prmcnpal activities and future developments

The company is a wholly owned subsidiary of Danfoss A/S, a company registered in Denmark. For the year ended 31
December 2017 the company’s principal activities are the sale of controls and variable speed, drives in the electrical
and refrigeration industries, refrigeration compressors and the manufacture. and supply of electronic and electro-
mechanical heating controls, including time controls and thermostats and thermostatically regulated valves. As shown
in the company’s statement of comprehensive income on page 7, the company’s turnover for the year was £82,511k
(2016: £78,152k). The profit before taxatlon for the company in 2017 was £2,586k (2016: £5,587k). This was in line

- with the Directors’ expectations. :

As shown in the company’s balance sheet on page 8, the company’s net assets at 31 December 2017 were £16, 437k -
(2016: £11,001k). ThlS was in line with Directors’ expectations.

Next'year we intend to continue adapting our structures to constantly changing market condmons and to continue our

* . strict cost discipline. Through optimisation and standardisation of processes we can further improve our efficiency

while simultaneously enhancing the quality of our customer service. Moreover, the optimisation of our productlon
and logistics networks will continue to improve our cost structures

Risk management .

- The Group’s central finance department is responsible for the overall momtormg and control of financial and
operational risk management. Strategic/operational risk covers the following areas, supplier management, contract

. management, company acquisition and integration and illegal copying of Danfoss products. Financial risk covers the
following areas, currency exposure, interest rate rxsk hquxdxty risk, credit risk, other hedging and pension obligations
risk.

The company’s act1v1t1es expose it to various types of l'lSk in the normal course of business. The followmg is not
intended as a comprehensive summary of all risks. :

Forelgn currency risk

* The company is exposed to foreign currency risk on its transactions that are denominated in currencies other than
Great British Pounds. It is therefore exposed to the movement in exchange rates. This risk is partially mmgated by

the company havmg bank accounts in forclgn currencies. .

Interest rate and credit l‘lSk :

Interest rate risk is negligible as the company does not ma1nta1n any external debt.  Exposure takes the form of
customers who may not meet their obhgatlon to agreed terms; the max1mum exposure to credit risk is represented by
the carrying amount of each f1nanc1al asset in the balance sheet. : .

Liquidity and cash flow nsk
As at 31 December 2017 the company had no cash resources (2016: £Nil) as it uses the Danfoss Group cash pool
fac1]1ty for financing its operatlonal expenses. .

Financial Key Performance Indicators
The company uses key performance indicators to assess performance including turnover and operating profit. In the
year undeprgview, turnover increased by £4,359k on contmumg activities. Operatmg profit on contmumg activities
1k to £2,700k, :

On behalf of the board . L : e
Nick Wanless — Director - - o - . . 14 November 2018 -

22 Wycombe End, Beaconsfield
Buckinghamshire, HP9 INB
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Directors’ report’
‘The directors’ present their annual report and the audited fi nancral statements of the company for the year.ended 31
~ December 2017 -

Political contnbutions .

The company made no political contributions during the year (2016: £nil).

Paid and proposed Dwrdend

During the. year, the company did not pay 4 dividend (2016: £14,000k) see note 22. The directors have not proposed
- afinal ordmary dividend in respect of the current financial year (2016: £nil).

Dlrectors

The directors who held ofﬁce durmg the year and up to the date of signing the ﬁnancral statements were as follows

- Anders Stahlschmidt

- Nick Wanless
Henrik Paulsen (resigned 1 Oct 2017)
Kim Christensen (resigned 1 Oct 2017)
Jens Garde Gad
Torben Christensen (appomted 1 Oct 2017)
Marcus Postings (appointed 1 Oct 2017)

Financial risk management and Future developments

The management of financial risks facing the company and future deve]opments are dlscussed in the Strategic report
included in these financial statements see page 1. :

Disclosure of information to auditors -

The directors who held office at the date of approval of this directors’ report confirm that, so far as they are each aware,
there is no relevant audit information of which the company’s auditors are. unaware; and each director has taken all the

steps that he ought to have taken as a director to make himself aware of any relevant audit information’and to establish

that the auditors are aware of that mformatlon

Independent Auditors

Pursuant to Sectlon 487 of the Companies Act 2006 audltors w111 be deemed to be reappomted and
PricewaterhouseCoopers LLP will therefore continue in office.
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Directors” ljeport (Cont)

'Statement of directors’ responsibilities in respect of the financial statements

. The directors are. respon'sible for preparing the Annual Report and the financial statements in accordance with
applicable law and regulat1on :

Company law requnres the directors to prepare financial statements for each financial year. Under that law the
directors have prepared the financial statements in accordance with United Kingdam Generally Accepted

Accounting Practice (United Kingdom Accounting Standards, comprising FRS 102 “The Financial Reporting _
Standard applicable in the UK and Republic of Ireland”, and applicable law). Under company law the directors must_
not approve the financial statements unless they are satisfied that they give a true and fair view of the state of affairs
-of the company and of the profit or loss of the company for that period. In preparmt7 the financial statements, the
directors are required to: -

select suitable accounting policies and then apply them consistently;

e state whether applicable United Kingdom Accounting Standards comprising FRS 102 have been followed
subject to any materlal departures dlsclosed and explained in the financial statements :

¢ - make judgements and accounting estimates that are reasonable and prudent; and

* . prepare the ﬁnancnal statements on the going concern basns unless 1t is mapproprlate to presume that the
'company will continue in business. ’

The directors are also responsible for safeguardmg the assets of the company and hence for taking, reasonable steps
for the prevention and detectlon of fraud and other irregularities.

The directors are responsnble for keeping adequate accounting records that are sufficient to show and explain‘the
company's transactions and disclose with reasonable accuracy at any time the financial position of the company and
enable them to ensure that the financial statements comply with the Companies Act 2006.

ick Wanless

Director R - o . - 14 November 2018
- 22 Wycombe End

Beaconsfield

Buckinghamshire

HP9 INB
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Independent auditors’ report to the members of Danfoss Limited

Report on the audit of the financial statements

Oplmon :
In.our oplmon Danfoss errted s ﬁnancral statements:

e give a true and fair view of the state of the company’s affairs as at 31 December 2017 and of its proﬁt for the
year then ended;

e have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice
(United Kingdom Accounting Standards, comprising FRS 102 “The Fman01al Reportmg Standard applicable.
in the UK and Republic of Ireland”, and applicable law); and :

e have been prepared in accordance with the requirements of the Companies Act 2006.

We have audited the financial statements, included within the Strategic report, Directors’ re;;ort and financial
statements (the “Annual Report™), which comprise: the Balance sheet as at 31 December 2017; the Statement of
comprehensive income, the Statement of changes in equity for the year then ended; and the notes to the financial
statements, which include a description of the significant’ accountmg policies.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)”) and applicable
law. Our responsibilities under ISAs (UK) are further described in the Auditors’ responsibilities for the audit of the -
financial statements section of our report. We believe that the audit evxdence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Independence . \

We remained independent of the company in accordance. wuh the ethical requirements that are relevant to our audit
- of the financial statements in the UK, which includes the FRC’s Ethical Standard; and we have fulfilled our other
ethical responsibilities in accordance with these requirements.

Conclusions relating to going concern

‘We have nothing to report in respect of the following matters in relation to which ISAs (UK) requrre us to report to
you when:

e the directors’ use of the going concern basrs of accountmg in the preparatlon of the fmancnal statements is
‘not appropriate; or

e the directors have not disclosed in the financial statements any identified material uncertainties that may cast
) sngmﬁcant doubt about the company’s ability to continue to adopt the going concern basis of accounting for
a period of at least twelve months from the date when the financial statements are authorised for issue..

However, because not all future events or conditions can be predicted, this statement is not a guarantee as to the
company’s ability to continue as a going concern. :

Reporting on other information

The other information comprises all of the information in the Annual Report other than the financial statements and
our auditors’ report thereon. The directors are responsible for the other information. Our opinion on the financial

- statements does not cover the other information and, accordingly, we do not express an audit opinion or, except to
the extent otherwise explicitly stated in this report, any form of assurance thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in
. doing so, consider whether the other information is matérially inconsistent with the financial statements or our
knowledge obtained in the audit, or otherwise appears to be materially misstated.
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Independent auditors’ report to the members of Danfoss Limited
(Cont)

- Reporting on other information (Cont)

- If we identify an"apparent material inconsistency or material misstatement, we are requiréd to perform procedures to
conclude whether there is a material misstatement of the financial statements or a material misstatement of the other
information. If, based on the work we have performed, we conclude that there is a material misstatément of this
other information, we are required to report that fact. We have nothing to report based on these responsibilities.

" With respect to the Strategic Report and Directors’ report we also considered whether the drsclosures required by
the UK Companies Act 2006 have been included. .

Based on the responsibilities described above and our work undertaken in the course of the audit, ISAs (UK) require
"us also to report certain opinions and matters as described below.

Strategic Report and Directors’ report

In our opinion, based on the work undértaken in the course of the audit, the mformatron given in the Strategic
Report and Directors’ report for the year ended 31 December 2017 is consistent with the financial statements and
has been prepared in accordance with applicable legal requirements.

In light of the knowledge and understanding of the company and its environment obtained in the course of the audit,
we did not identify any material misstatements in the Strategic Report and Directors’ report.

Responsibilities for the financial statements and the audit

Responsibilities of the directors for the finaricial statements

As explained more fully in the Statement of directors’ responsibilities in respect of the financial statements set out
on page 3, the directors are responsible for the preparation of the financial statements in accordance with the

_ applicable framework and for being satisfied that they give a true and fair view. The directors are also responsible
for such internal control as they determine is necessary to enable the preparation of ﬁnancral statements that are free
from material misstatement, whether due to fraud Or €ITOT.

In preparmg the financial statements, the directors are'responsible for assessing the company s ability to continue as
_a going concern, disclosing as applicable, matters related to going concern and using the going concern basis of
accounting unless the directors either intend to liquidate the company or to cease operations, or have no realistic
alternative but to do so.

Auditors’ responsibilities for the audit of the financial statements :

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from '
'material misstatement, whether due to fraud or error, and to issue an auditors’ report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with
ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise from fraud or error
and are considered material if, individually or in the aggregate, they could reasonably be expected to influénce the
‘economic decisions of users taken on the basis of these ﬁ'nancial statements.

A further description of our responsibilities for the audit of the financial statements is located on the FRC’s website
at Www. frc. org. uk/audltorsresponsrbrlltles This descrrptlon forms part of our auditors’ report.

Use of this report :

This report, including the opinions, has been prepared for and only for the company’s members as a body in
accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in giving .
these opinions, accept or assume responsibility for any other purpose or to any other person to whom this report is
shown or into whose hands it may come save where expressly agreed by our prior consent in writing.
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Registered number 02605811

Strategic report, Directors’ report and financial statements
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| Independent auditors’ report to the members of Danfoss i,imitéd
(Cont) | o

Other required reporting

-Companies Act 2006 exception reporting
Under the Companies Act 2006 we are required to report to you if, in our opinion:
e we have not received all the informatfon and explanations we require for our audit; or

e adequate accounting records have not been kept by the company, or returns adequate for our audit have not
‘been received from branches not visited by us; or ’

e certain disclosures of directors’ remuneration specified by law are not made; or

e the financial statements are not in agreement with the accounting records and returns.

" We have no exceptions to report arising from this resbonsibility.

(s

Dan Brew (Senior Statutory. Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
Milton Keynes '

14 November 2018



Statement of comprehensive income
For the year ended 31 December 2017

Turnover
Cost of sales

‘Gross profit
Distribution costs
Administrative expenses

. Opgrating profit

Interest receivable and similar income
Interest payable and similar expenses

Profit before taxation -
Tax on profit

Profit for the-ﬁﬁancial year

~ Other comprehenﬁive income/(expense)
Re-measurement of the defined benefit liability

Income tax on other comprehensive expense

Other comprehensive income/(e'xpénse) for the year, net of income tax -

" Total compréhenéive income for the year .

Danfoss Limited

Registered number 02605811

Strategic report, Directors’ report and financial statements
. " 31 December 2017

Note 2017 2016

£000 . £000 -
2 - 82511 78,152
. (64.223) (57,774)
.- 18,288 20,378
4,474) (4,153)
(11,114) (10324)
3 2700 5901
6 202 38
7 . (316) (352)
2,586 " 5,587
8 651) (1,232)
1935 4355
19 . am9 ©(686)
19 (728) 144
3,501 (543
543 . 3812

The profit for the current and previous year is derived from continuing activities.

The notes on pages 10 to 28 form part of these financial statements.



Balance sheet
As at 31 December 2017

Fixed assets
Intangible assets
Tangible assets
Investments

" Current assets

Stocks .

Debtors (including amounts due after one year)
Cash at bank and in hand '

Creditors: amounts falling due within one year

" Net current assets

Total assets less current liabilities
Provisions for liabilities

Defined benefit pension scheme asset/(liability)
Net assets

Capital and reserves
Called up share capital
Profit and loss account

Total shareholders’ funds

Danfoss Limited

Registered number 02605811

Strategic report, Directors’ report and financial statements

2017

Note - £000
9
10
11
12 6,138 .
13 17,762
23,900
4 . (14177)
15
19

17

The notes on pages 10 to 28 form part of these financial statements.

ickK Wanless
Director

’ Cqmpany registered number: 02605811

£000

2,172
1,594

3,766

9,723

13,489

(880)

. 3,828

16,437

- 6,200
10,237

" 16,437

31 December 2017

2016
£000 - . £000

2,389
1,182

3,571

6,040
17,984

24,024
(11,967)

12,057

15,628 -
(90)

4,537)

- - 11,001

6,200
4,801

11,001




Statement of changes in equity
For.the year ended 31 December 2017

Balance as at 1 Jahuary 2016

Profit for the financial year

Actuarial loss on pension scheme net of tax

Total comprehensive income for the year

" Equity dividends paid (note 22)

Balance at 31 December 2016
Balance as at 1 Jénuary 2017

Profit for the financial yéar

‘Actuarial gain on pension scheme net of tax ’

Total comprehensive income for the year

Balance as at 31 December 2017

‘ Strategic report, Directors’ report and

Danfoss Limited

Registered number 02605811

financial statements

31 December.2017 '

Called up - Profit Total

Share and loss shareholders’
capital . account “funds
£000 £000 . £000. ¢
6200 . 14,989 21,189

) ; 4355 4355

- (543) (543)

- 3,812 3,812

- (14,000) (14,000)

6,200 4,801 11,001

6,200 4,801 11,001

; 1,935 1,935

- 3,501 3,501

- 5,436 5,436

6,200 10237 16,437

|
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Notes to the financial statements

1 Accounting policies

Danfoss Limited (the “Company”) is a private company Iimitecl by shares and incorporated and domiciled in Enaland
United Kingdom. The .address of its regrstered offices is:22 Wycombe End, Beaconsfield, Buckinghamshire, HP9
INB.

The Financial statements have been prepared in accordance with the Companies Act 2006 and in accordance with
Financial Réporting Standard 102 - The Financial Reporting Standard applicable in the UK and Repuiblic of Ireland
" (“FRS 102”) as issued in August 2014. The amendments to FRS 102 issued in July 2015 and effective immediately

have been applied. 'The presentation currency of these financial statements is sterling. All amounts in the financial
statements have been rounded to the nearest £1,000. ' -

FRS 102 grants certain first-time adopt1on exemptlons from' the full requirements of FRS 102. The followmg
exemptions have been taken in these financial statements:

e Business combmatrons — Business combmatrons that’ took place prior to 1 January 2014 have not been s
- restated

e Lease incentives — for leases commenced before 1 January 2014 the Company continued to account for lease
incentives under previous UK GAAP :

The Company s ultimate parent undertaking, Danfoss A/S includes the Company in its consolidated financial
statements. The consolidated financial statements of Danfoss A/S are available to the public arid may be obtained

- from Danfoss A/S, 6430 Nordborg, Denmark. In these financial statements, the company, is considered to be a |
- qualifying entity (for the purposes of this FRS) and has applied the exemptions available under FRS 102 in respect of
the following disclosures:

_» Reconciliation of the number of shares outstanding from the beginning to end of the period; ‘

e From prepv’aring a statement of cash flow on the basis that it is a qualifying entity and the consolidated statement
of cash flows, included in these financial statements, includes the Company’s cash flows; and

e Key Management Personnel compensation, as required by FRS102 paragraph 33.7.

As the consolidated financial statements of Danfoss A/S include the eﬁulyalent disclosures, the Company has also
taken.the exemptions under FRS 102 available in respect of the following disclosures:

®  The disclosures required by FRS 102.11 Basic Financial Instruments and FRS 102.12 Other F mancral Instrument
" Issues in respect of financial rnstruments not falling within the fair value accounting rules of Paraaraph 36(4) of . -
Schedule 1. i

Basis of preparation
The ﬁnancial statements are prepared on the historical cost basis.

- The company is exempt by virtue of Section 400 of the Companies Act 2006 from the requirement to prepare group
financial statements. These financial statements present information about the company as an individual undertakmg
and not about its group .

: The principal accounting policies adopted in the preparation of the financial statement are set out below. The policies'
have been consistently applied to the period presented, unless otherwise state.

10
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Notes to the financial statements (continued) 1

1 Accounting policies (continued)

Going concern

The company’s business activities, together with the factors likely to affect its future developmeiit, performance and
position are set out in the Business Review on page 1. The company has net current assets of £9,723k (2016: £12,057k)
and net assets of £16,437k (2016: £11,001k). The directors have a reasonable expectation that the company has
adequate resources to continue in operational existence for the foreseeable future. Thus, they continue to adopt the
going concern basis of accounting in preparing the annual financial statements.

Goodwill and amortisation

Goodwill is stated at cost less any accumulated amortisation and accumulated impairment losses. Goodwill is allocated
. to cash-generating units or group of cash-generating units that are expected to benefit from the synergies of the

business combination from which it arose. Goodwill is capitalised upon acquisition. Amortisation is charged to the
* profit or loss on a straight-line basis over the estimated useful lives of intangible assets. Intangible assets are amortised
from the date they are avaxlab]e for use. Goodwill is amortised over its useful economic llfe of 15 years.

. Tangible fixed assets -

Tangible fixed assets are stated at cost less accumulated depreciation and accumulated impairment losses. Where parts
of an item of tangible fixed assets have different useful lives, they are accounted for as separate items of tangible fixed
assets. ' : ’ .

‘Leases in which the Company assumes substantially all the risks and rewards of ownership of the leased asset are
~ classified as finance leases. All other leases are classified as operating: leases. Leased assets acquired by way of
finance lease are stated on initial recognition at an amount equal to the lower of their fair value and the present value
of the minimum lease payments at inception of the lease, including any incremental costs directly attributable to
negotiating and arranging the lease. At'initial recognition a finance lease liability is recognised equal to the fair value
of the leased asset or, if lower,.the present value of the minimum lease payments. The present value of the minimum
lease payments is calculated using the interest rate implicit in‘the lease. The company assesses at each reportmg date
whether tangible fixed assets (mcludmg those leased under a finance lease) are impaired. - : :

Depreciation is charged to the profit and loss account on a straight-line basis over the esnmaled useful lives of each
. part of an item of tangible fixed assets. Leased assets are depreciated over the shorter of the lease term and their
useful lives. Land is not depreciated: The estimated useful lives are as follows:

. Land and buildings ' ‘ ' 6 to 15 years

Plant and machinery 4 to 6 years
Fixtures, fittings, tools and equipment 2 to 6 years

AN

The annual depreciation charge for tangible assets is sensitive to changes in the estimated useful economic lives and -
residual values of the assets. The useful economic lives and residual values are re-assessed annually. They are
amended when necessary to reflect current estimates, based on technology advancement, future investments,
economic utilisation and the physical condition of the assets. See note 10 for the carrymg amount of the tangible
assets. - :

11-



Notes to the financial statements (continued)

1 Accounting policies (continued)

Foreign currencies

Danfoss Limited .
"Registered number 02605811

Strategic report, Directors’ report and financial statements

31 December 2017

Transactions in foreign currencies are translated to the Company’s functional currency at the foreign exchange rate
ruling at the date of the transaction. Monetary assets and liabilities denominated in foreign currencies at the balance
sheet date are retranslated to the functional currency at the foreign exchange rate ruling at that date. Non-monetary
assets and liabilities that are measured in terms of historical cost in a foreign currency are translated using the exchange
rate at the date of the transaction. Non-monetary assets and liabilities denominated in foreign currencies that are stated
at fair value are retranslated to the functional currency at foreign exchange rates ruling at the dates the fair value was
determined. Foreign exchange differences arising on translation are recognised in the profit and loss account.

Basic financial instruments

Trade and other debtors / cre'ditors-

Trade and other debtors are.recognised initially at transaction price less attributable transaction costs. Trade and other
creditors are recognised initially at transaction price plus attributable transaction costs. Subsequerit to initial
recognition they are measured at amortised cost using the effective interest method, less any impairment losses in the
“case of trade debtors. If the arrangement constitutes a financing transaction, for example if payment is deferred beyond .
normal business terms, then it is measured at ‘the present value of future payments discounted -at a market rate of

instrument for a similar debt 1nstrument

The company makes an estimate of the recoverable value of trade and other debtors. When assessing impairment of
trade and other debtors, management considers factors including the current financial position of the debtors, the
ageing profile of the debtors and historical experlence See note 13 for the net carrymg amount of the debtors and

associated 1mpa1rment prov1snon

Leases

Payments (excluding costs for services and insurance) made under operatmg leases are recogmsed in the profit and
loss account on a straight-line basis over the term of the lease ‘unless the payments to the lessor are structured to
increase in line with expected general inflation; in which case the payments related to the structured increases are
" recognised as incurred. Lease incentives received are recognised in profit.and loss over the term of the lease as-an

integral part of: the total lease expense.

. Investments

Investments held as fixed assets are sh.ow'n at cost less provision for impairment.

Stocks

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

The company sells products for a number of markets and is subject to changing consumer demands. As a result, it is
necessary to consider the recoverablllty of the cost of stock and the associated provisioning required. When
calculating the stock provision, management considers the nature and condition of the inventory, as well as applying
assumptions-around ‘anticipated saleability of finished goods and future usage in productlon of raw materials. See
‘note 12 for the net carrymg amount of stock and associated provision. :

Provisions

A provision is recognised in the balance sheet when the Company has a present legal or constructive obligation as a*
result-of a past event, that can be reliably measured and it is probable that an outflow of economic benefits will be
required to settle the obligation. Prov1510ns are recognised at the best estimate of the amount required to settle the

obligation at the reporting date.

\

12’
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Notes to the financial statement (continued)
1 Accounting policies (continued)

Employee beneﬁte
Defined contribution plans.and other long- term employee benefits

A deﬁned contribution plan is a post-employment benefit plan under which the company pays ﬁxed contributions into
a separate entity and will have-no legal or constructive obligation to pay further amounts. Obligations for contributions
to defined contribution pension plans are recoomsed as an expense in the profit and loss account in the perlods during
which setvices are rendered by employees. :

Defined benefit plans

- The company also participates in a group pension scheme providing benefits based on final pensionable pay. The
assets are held separately from those of the company. A defined benefit plan is a post-employment benefit plan other
than a defined contribution plan. The Company’s net obligation in respect of defined benefit plans is calculated by
estimating the amount of future benefit that employees have earned in return for their service in the current and prior
periods; that benefit is discounted to determine its present value. The fair value of any plan assets is deducted. The
Company determines the net interest expense (income) on the net defined-benefit liability (asset) for the period by
applying the discount rate as determined at the beginning of the annual period to the net deﬁned benefit liability (asset)
takmg account of changes arising as a result of conmbutlons and benefit payments.

The discount rate is the yield at the balance sheet date on AA credit rated bonds denominated in the currency of and
having maturity dates approximating to the terms of the Comipany’s obligations. A valuation is performed annually
by a qualified actuary using the projected unit credit method. The Company recognises net defined benefit plan assets
-to the extent that it is able to recover the surplus either through reduced conmbutlons in the future or through refunds
from the plan.

Changes in the net defined benefit liability arising from employee service rendered during the period, net interest on
net defined benefit liability, and the cost of plan introductions, benefit changes, curtailments and settlements during
the period are recognised in profit or loss.

Re-measurement of the net deﬁned benefit llablllty/asset is recognised in other comprehensive income in the period
in which it occurs,

Research and development '
Expenditure-on research and development is written off to the profit and loss account in the year in which it is incurred.
Taxation : ’ ' D

Tax on the profit or loss for the year comprises current and deferred tax. Tax is recognised-in the profit and loss account
except to the extent that it relates to items recognised directly in equity or other comprehensive i income, 1n which case
it is recognised dlrectly in equity or other comprehensive income.

Current tax is the expected tax payable or receivable on the taxable income or: loss for the year, using tax rates enacted .
or substantively enacted at the balance sheet date, and any adjustment to tax payable in respect of previous years.

Deferred tax is provided on timing differences which arise from the inclusion of income and expenses in tax assessments

_ in periods different from those in which they are recognised in thé financial statements. The following timing differences

are not provided for: differences between accumulated depreciation and tax allowances for the cost of a fixed asset if and

. when all conditions for retaining the tax allowances have been met; and differences relating to investments in subsidiaries

to the extent that it is not probable that they will reverse in the foreseeable future and the reportmg entity is able to control
the reversal of the timing difference. -
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Notes to the financial statement (continued)
1 ' Accounting policies (continued)

Taxation (continued)

Deferred tax is not recognised on permanent differences arising because certain types of income or expense are non-
taxable or are disallowable for tax or because certain tax charges or allowances are greater or smaller than the
corresponding income or expense. :

Deferred tax is provided in respect of the additional tax that will be paid or avoided on differences between the amount
“at which an asset (other than goodwill) or liability is recognised in a business combination and the corresponding amount
- that can be deducted or assessed for tax. Goodwill is'adjusted by the amount of such deferred tax.

Deferred tax is measured at the tax rate that is expected to apply to the reversal of the related difference, using tax rates
enacted or substantively enacted at the balance sheet date. Deferred tax balances are not discounted.

Unrelieved tax losses and other deferred tax assets are recognised only to the extent that is it probable that they will .
be recovered against the reversal of deferred tax liabilities or other future taxable profits.

Turnover

Turnover represents the amounts (excluding value added tax) derived from the provision of goods and services to
customers during the year. Turnover is recognised upon delivery of goods and the provision of services.

Dividends on shares presented within shareholder’s funds

Dividends unpaid at the balance sheet date are only recognised as a liability at that date to the extent that they are
appropriately authorised and are no longer at the discretion of the company. Unpaid dividends that do not meet these
criteria are disclosed in the notes to the financial statements.

Cnttcal accountmg estimates and assumptwns

The company makes estimates and assumptions concermng the future. The resulting accounting estimates wrll by
‘deﬁmtron seldom equal the related actual results. The estimates and assumptions that have a significant risk of
causing a material adjustment to the carrying amounts of assets and liabilities within the next financial year are
addressed below. :

- Useful economic lives of tangible assets

The annual depreciation charge for tangible assets is sensitive to changes in the useful economic lives and residual
values of the asset. The useful economic lives and residual values are re-assessed annually. They are amended when
necessary to reflect current estimates, based on technologrcal advancement future investments, economic 4utilisation
. and the physical condition of the assets.

- Stock provisioning

The company holds a significant holding of raw materials and finished goods. It is therefore necessary to consider

the recoverability of the cost of stock and the associated provisioning required. When calculating stock provision

management considers the nature and condition of the stock, as well as applying assumptions around anticipated

saleability of finished goods and future usage of raw materials. See note 12 for the net carrying amount of the stock
" and assocrated provrsron :
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Notes to the financial stétement (co‘ntinued) |

1. Accounting policies (continued)

Critical accounting estimates and assumptions (continued )A

- Impairment of debtors ' ‘

The company makes an estimate of the recoverable value of trade and other debtors. When assessing impairment of

trade and other debtors, management considers factors including the ageing profile of debtors and historical experience
and market knowledge. See note 13 for the net carrying amount of the debtors and associated impairment provision.

- Defined benefit pension scheme .
p :
The company has an obligation to pay benefits to certain employees. The cost of these benefits and the present value
- of the obligation depend on a number of factors, including; life expectancy, salary increases, asset valuations and the
discount rate on corporate bonds. Management estimates these factors in determining the net pension obligation in
the balance sheet. The assumptions reflect historical experience and current trends. See nole 19 for the disclosures
relating to the defined benefit pension scheme.

Significant Judgements

<

In the preparation of the financial statement the directors and management make various Judgements and estimates.
The judgements and estimates dlscussed in this section are those deemed to be most important for the understanding
of the financial statement. _ . :
- Goodwill )
The goodwill reported within these accounts relates to purchased goodwill. On conversion to FRS 102 the directors

believe it was correct to report this at hlstorlc net book value and amortlsed over 15 years. No change in calculation
to prlOl’ years. \

15
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' Notes to the financial statement (continued) e . -

2. Turnover

7
2017 . 2016
£000 - £000
By geographical market i
UK ) ' ’ ] : . ) 67,365 64,742
Europe - ) ) ) C : . . : 15,146- 13,410
82,511 " 78,152
3 Operating profit
2007 . - 2016
’ : £000 £000
Profit before taxation is stated after charging:

" Depreciation and other amounts written off tangible fixed assefs - owned S . 324 A 217
Cost of goods sold . ) : 64,223 57,774
Hire of plant and machinery - operating leases : o . E 18 ‘ 20
Hire of other assets - operating leases : o . 176 - 290
Amortisation of goodwill (see note 9) . o 217 217

- 2017 2016
£000 . £000

Auditors’ remuneration
Aﬁdit of these financial state[ﬁents - ’ .33 ‘ 32
Advisory work on Pension . A S . ] 12 75

16 -
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 Notes to the financial statements (continued)

4 . Remuneration of directors
C2017. 2016
£000 . £000
Company contributions to-money purchase pension schemes ’ : . 10. 8
Aggregate amounts (excluding shares) received under long-term incentive . _ 6 .0
scheme ] . ' .
Directors’ emoluments L . 158 . 112
174 - 120

Two Directors were remunerated by the company (2016: One) The emoluments of the other Directors were paid by the parent
company. These Directors’ services to this company and fellow subsidiaries are of a non-executive nature and their emoluments
- are deemed to be wholly attributable to Lherr services to the parent company. Accordingly, the above details include no emoluments
in respect of their servrces .

The aggregate of emoluments of the hrghest paid director was £l 14k (2016: £112k) and company pensron contnbutlons of £9k
(2016: £8Ic) were made to a money purchase scheme on their behalf.

5 © Staff numliers and costs

The monthly average number of persons employed by the company (including executlve dlrectors) during the year
was analysed as follows

2017 . 2016

Number Number

Production o A . 101 . 98

Administration ’ _ 20 18

_Sales and marketing . 106 . _ 95

221 ©a1

2017 2016

£000 - £000

Wages and salaries A ) : _ . . 11,964 ‘ 9,448

Social security costs . ) : . . 1,082 1,047
Other pension-costs (see note 19) . - : - 867 ‘ 766

13913 11,261

6 ‘Interest receivable and similar income

2017 2016

£000 _ £000

Interest receivable on loans to group undertakings = ‘ S V . - -

Net currency exchange gain ‘ - . ) 202 38

202 38




Notes to the financial statements (continiued) -

7- ~  Interest payable and similar expenses

Interest payable on loans to group undertakings
Interest on pension scheme liabilities (see note 19)

Net cuxrency exchange losses

8 Taxon profit

Danfoss Limited

Registered number 02605811

Strategnc report, Dnrectors report and financial statements
. 31 December 2017 -

2017. . 2016
£000 : £000
252 135
64 : 217

316 ’ 352

Total tax expense recognised in the profit and loss account, other comprehensive income and equity

Currént tax

Current tax (credit)/charge on income for the year
Adjustments in respect of prior years

Total current tax (credit)/charge

Deferred tax

- Reversal of timing differences

Adjustments in respect of prior years

Total deferred tax

Total tax charge

Recognised i in Prof t and loss
. account

Recognised in other
comprehensive income

Total tax

2017 . 2016

£000 . -£000

(230) . 382

60 .5

(170) : 377

821 : 861

. 4 (®

821 . ' 855.

N 651 ‘ 1,232 -

. ) - 2017 oo . 2016 R
£000 £000- .£000 £000 £000 £000
Current tax Deferred tax - Total tax  Current tax Deferred tax _Total tax
70 821 651 377 - 855 . 1,232
- 728 728 - (144) - (144
(170) 1,549 1,379 T A N 1,088 -

18
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Notes to the financial statements (continued)
8 Tax on profit (continued)

The‘current tax charge for the year is higher (2016: higher) than the standard rate of corporation tax in the UK of
19.25% (2016: 20%). The differences are explained below: .
. 2017 2016

e ) £000 £000
Reconciliation of effective tax rate ‘ -
Profit before taxation 2,586 5,587
Current tax at 19.25% (2016: 20%) 498 1,117
Effects of: .
Expenses disallowed for tax purposes 50 ' 74
Amortisation . A ' 43 - 43
Other . 4
Adjustments in respect of prior years * - 60 T (6)
Total tax expense included in profit or loss L . 651 ©1,232

Factors that may affect future tax charges

The July 2015 Budget Statement announced changes (which were subsequently enacted) to the UK Corporation Tax
regime which will reduce the main rate of Corporation Tax to 19% from 1 April 2017 and 18% from 1 April 2020. A
further change was announced in the March 2016 Budget to further reduce the Corporatlon Tax rate to 17% by 1 Aprik
2020, which was substantively enacted on 6 September.

9 Intangible assets

Goodwill
£000

Cost . .
At 1 January 2017 ) . . 3,257
At 31 December 2017 ’ | B ' o 3287
Accumulated amortisation o _
At 1 January 2017 . 868
Charged in year ) . 217
At 31 December 2017 ) - 1,085
Net book value ' : :
At 31 December 2017 ) . ' 2,172

At 31 December 2016 . : : 2,389

Goodwill is being written off in equal instalments over its estimated economic life which, in the opinion of the directors, is 15 )
years. ’ : :

19
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’ 31 December 2017

10 Tangible assets
I Land and - Pla_nt and Fixtures,
buildings machinery fittings, .
) tools and . Total
: equipment .
o, £000 £000 £000 £000
" Cost ’
At 1 January 2017 1,546 4,323 1,386 7,255
Additions - 221 515 : 736
Disposals - - - .-
At 31 December 2017 1,546 4544 1,901 7,991
Accumulated depreciation . . i
At 1 January 2017 1,025 3,818 ’ 1,230 6,073
Charge for the year 4 186 134 324
Disposals - - - - -
At 31 December 2017 1,029 - 4,004 1,364 . - 6,397
Net book value : 4 o B
At 31 December 2017 517 ‘540 - 537 1,594
At 31 December 2016 521 505 156 1,182
11 Investments
Shares in
subsidiary
undertakings
T £000
Cost at 31 December 2017 and 31 December 2016- 7,269
Prior impairment of investment (7,269)
As 31 December 2017 and 31 December 2016
Name : . Country of incorporation Class_of share capital Proportion held - Nature of business
Danfoss UK Limited UK Ordinary shares " 100% Non-trading company
81 Station Road . ) C
Marlow _
Buckinghamshire

_On 1ANo>v 2017, the company’s subsidiary, Danfoss UK Limited was dissolved.

20
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Notes to the financial statemeﬂtS; (continued)

12 Stocks

Raw materials and consumables

Work in progress

Finished goods and goods for resale

Danfoss Limited

Registered number 02605811

Strategxc report Directors’ report and financial statements
31 December 2017

2017 2016

£000 . £000
2,099 1,939
342 " 388
3697 3713
6,138 6,040

There is no significant difference between the replacement cost of raw materials and consumables, WIP and finished goods
and goods for resale and their carrying amounts. Stocks are stated after provisions for impairment of £787k (2016: £567k). .

13 Debtors-(including amounts due after one year)

- Trade debtors
Amounts owed by group undertakings

Corporation tax

Deferred tax asset (see note 16) .
Deferred tax asset - due more than one year (see note 16)
Prepayments and accrued income

Amounts owed by group undertakings are unsecured and repayable on' demand.
was 1.31006% (2016:1.82319%).

Trade debtors are state after provision for impairment of £299k (2016: £213k)

14 Creditors: amounts falling due within one year

Trade creditors

Amounts owed to group undertakings

Other creditors -

Other taxation and social security

Corporation tax payable

- Accruals and deferred income

- Amounts owed to group undertakmgs are unsecured and repayable on demand The interest rate charged at 31
‘December 2017 was 1 31006% (2016:1. 82319%)

2017
£000

' 16,388
426

484

42

422

17,762

- 2016
£000

16,848
69

The iriterest rate charged at 31 December 2017

2017
£000

4,743
3,873
1,845
1,964

1,752

14,177

’

~2016

£000 .

4431

1,684
1,961
2,075

312
1,504

11,967

21,



Notes to the financial statements (continued)

15 Provisions for liabilities

At 1 January 2017

Additional provision made during the year

Deferred tax liability — due in more than one year (see note 16).
Provision utilised during the year.

At 31 December 2017

. Danfoss Limited
Registered number 02605811

Strategic report, Directors’ report and financial statements

31 December 2017

"Warranty  Deferred tax . Total

s provision liability . provision
£000 . £000 £000

.90 - 90

229 - 229

- 651 651

- (90) ‘ - -+ (90)

229 : 651 880

The provision for warranties relates to expected warranty claims on products sold at the balance sheet date. It is expected that the

majority of this expenditure will be incurred over the néxt year.

16 'Deéferred tax

Asat 1 January 2017

Recognised in the Profit and {oss
Recognised in other comprehensive income

As 31 December 2017

The deferred taxation balance is made ub as follows:

. Differences between accumulated deprec1atlon and capnal allowances
General provisions
Pension (liability)/asset

Deferred tak

“£000
940
(821)
(728)

609) . -
2007 - 2016.
.£000 . £000
Recognised Recognised
23 Y
19 - .20
(651) 873
(609) 940

Deferred tax liability of £651k (2016: asset of £100k) relating to the pension liabiliiy (see note 19) is expected to

crystallise after more than one year.
17 Called up share ¢apital

Allotted, called up and fully paid
6,200, OOO (2016 6,200,000) ordinary shares of £1 each

2017 2016
~ £000 ~ 7 £000
6,200 © 6,200

2 -
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Notes to the financial statements (c'onzim,)ed) :
18 . Commitments

(a) There were no capital commitments at the end of the financial ‘year (2016: Nil). -

. (b) At 31 December 2017, the company had future minimum lease payments under non-cancellable operating
leases ds follows:

2017 2016

£000 - £000
Not later than 1 year . : ' - ' B} 519 . 462
Later than 1" year and not later than 5 years - L 1,057 989
Later than 5 years : ) - : : : " -
Total A - . 1,576 1,451

19 Pension schemes -

Defined contribution pensioh scheme

The ‘company operates a deﬁned contribution pension scheme The pensmn cost charge for the year represents-
contributions payable by the company to the scheme and amounted to £867k (2016: £766k).

- The company owed the pens_lon scheme £110k at the end of the year (2016: £103k).

v

Defined benefit scheme

- The company participated in the Danfoss Holdings (UK) Pension Scheme (“the Scheme”) at 31 December 2017. The
Scheme has a defined benefit section, which provides benefits based upon pensionable pay and pensionable service
completed with the company. to 31 December.2010, and a-defined contribution section. Following closure of the
defined benefit section to future accrual, its members joined the defined contribution section from 1 January 2011.
"The effective date of the most recent valuation of the scheme was 31* March 2015.
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19 Pension schemes .(coniinued) )

31 December 2017

"The information disclosed below is in respect of the whole of the plans for which the company is either the sponsoring

employer or has been allocated a sharé of cost under an agreed group policy throughout the years shown.

2017
£000
Present value of funded defined benefit obligations o : . (116,940)
Fair value of plan assets ] ' ) ' 120,768
 Asset/(Deficit) i : ’ - 3,828
Related deferred tax (liability)/asset - ) ’ ' - (651)
Net Asset/(liability) ' o B S 3,177
Movements in present value of deﬁnéd benefit obligation .
‘ 2017
£000
At 1 January 2017 - - : 117,387
Current service cost L o ‘ g -
Intefest cost : o . ' 3,048
Actuarial losses . . : : . 1,222
Benefits paid ~ : : : - - @nn
‘At 31 December 2017 ' 4 . 116,940
Movements in fair value of plan assets
2017
£000
At 1 January 2017 ' : - : 112,850
. Expected return on plan assets T 2,984 -
Actuarial gains v R . ' 5,451
Contributions by employer 4,200
Benefits paid . . L @717
At 31 December 2017 ’ ' ' - 120,768
Expense recognised in the profit and loss account .
! . : . 2017
' £000
Current service cost . o S .
Net interest ' : ) : 64) -
Total S : - - (64)

2016
£000

(117,387)
112,850

(4,537)
873

(3,664)

2016
£000

196,868
&5,631
19,521

263

117,387

2016
£000

89,118
3414

18,834
4,117

(2,633)

112,850

2016
£000

@)

T (217‘)
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19 - ' . Pension schemes (continued)

The expense is recognised in the following line items in-the profit'and loss account: -

Interest payable and similar charges ' ' . . (64)

(64)

2017 .
£000

31 December 2017

2016
"~ £000

@217)

@17

The total amount recoomsed in the other comprehensive income in respect of actuarial gains and losses and the

_associated deferred tax movement is £3, 501k (2016: loss £543k)

The fair value of the plan assets and the return on those assets were as follows

2017 .

Fair value

£000

Equities - - o . C 37,677
~ Government debt ‘ . o 40,487
."Corporate bonds o7 S 24,852
- Other - i : 17,752
120,768

2016
Fair value
£000

34,731 .

- The expected rates of return on plan assets are determined by reference to the historical returns wrthout adjustment ‘

of the portfolio-and not on the sum of the returns on mdrvndual asset categories.

Prmc:pal actuarial assumptlons (expressed as welghted averages) at the year-end were as follows:

2017

"%
Discount rate o . ‘ : ‘ 2.44
Expected rate of return on plan assets : . ; : ] ) 2.44
Expected return on plan assets at beginning of the year T ’ . 2.65
Future salary increases : ' . "4.44
RPI .. - : ' . v " 34
Years
_ Life expectancy of male aged 65 in 2017 : : . . 21
- Life expectancy of male aged 65 in 2037 - . . 232
Life expectancy of female aged 65 in 2017 ’ o : 241

Life expectancy of female aged 65 in 2037 A 253

2016
%

2.65
2.65
3.80
4.30
3.30

. Years

22.40
2410
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19 Pension schemes ( continuéd)

Danfoss Limited
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Strategic report, Directors’ report and financial statements
' 31 December 2017

In va]uing the liabilities of the bension fund, mortality éssumptionéhave been made as indicated below. - If life
expectancy had been changed to assume that all members of the fund lived for one year longer, the value of the
reported liabilities at 31 December 2017 would have increased by £3,976k (2016: £2,257k) before deferred tax.

The assumptions relating to longévity underlying the pension liabilities at the balance sheet date are based on standard
actuarial mortality tables and include an allowance for future improvements in longevity. -The assumptions are
equivalent to expecting a 65-year old to live for a number of years as follows:

e Current pensioner aged 65: 22 years (male), 24 years (female)

e, Future retiree.upon reachil;g 65: 23 yeai‘s (male), 25 years (female)

History of plans .

" The history of the plans for the curfent and prior years is as follows:

Balance sheet

2017
£000
Present value of scheme liabilities (116,940)
“Fair value of spheme assets 120,768
Asset/(Deficit) , 3,828

2016° 2015 © 2014 2013

£000 £000 - £000 = - © £000
C(17,387) ' (96,868) ©97935) -~ (86,440)
112,850 . 89,118 86,710 73,540

@537 - (7,750) Coa12s) (12,900)

The company expects to contribute approximately £4,200k to its dgﬁned benefit plans in the next financial year.

20 Financial instruments

Financial assets
Financial assets measured at amortised cost

Financial Liabilities '
Financial liabilities measured at amortised cost

2007 2016
£000 £000
17235 16917
12,213 8,709

PR

Financial assets measured at amortised cost comprise trade debtors and amounts owed by Group undertakings and

other debtors.

Financial liabilities measured at amortised cost comprise trade creditors, amounts owed to Group undertakings and .

accruals.
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21 Acquisition of trade and assets

Danfoss Limited

‘Registered number 0260581 1
Strategic report Directors’ report and financial statements

On 1% June 2017 the Company acquired the trade and assets of Vacon Drives (UK) Limited.

Fixed assets
Tangible

Current assets
Stock
Debtors

Total assets

Creditors
Total liabilities
Net-asset§

Purchase consideration and costs of acquisition
Settled through intercompany accounts

31 December 2017

Fair' value
£000
19 -

147
1,412

- 1,578

- 952)

(952)

626

626

In the opinion of management the fair value of the transfer of assets is at the net book value. The net transfer values

were settled through intercompany accounts.

The acquired undertakmgs made a loss of £179k from the beginning of its ﬁnancml year to the date of acquisition. In

its previous financial year commniencing on 1 January 2016 the profit for the year was £14k.

22 . Dividends and other approprintions
Declared and paid during the year

" Equity dividends on’ p'rdinary shares

Dividend for the year ended 31 December 2017 of £Nil (2016: £2.26) per ordinary share

No further dividend has been proposed.

2017

£000

2016
£000

14,000
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Notes to the_financiél statements (continued)

23 Ultimate parent undertéking

The company isa sub51d1ary undertaklng of Danfoss A/S which is the 1mmedlate and ultimate parent and controllmg
company mcorporated n Denmark _ /

The largest and smallest group in which the results of the company are consolidated is that headed by Danfoss A/S
The consolidated financial statements of this group are available to the publlc and may be obtained from Danfoss A/S,
6430 Nordborg, Denmark..
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