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Lansing Group Limited Company no 02122421

Directors' report for the year ended 31 December 2012

Principal activities

The company 1s a member of the Linde Group, and ts immedrate and ultimate parent campanyss Linde AG
The company’s principal activity has been throughout the year under review and the preceding year an investment

holding company fer the Linde Group 1t 15 envisaged that thus will continue to be the principal activity of the company
for the foreseeable future

Business review

Net interest received for the year was £nil (2011 £2,000)

The results for the year are contained in the accompanying profit and toss account on page 5 and show a profit after
tax for the financial year of £771,000 (2011 £764,000)

Dividends

No intenm dividend was paid dunng the year

The directors do not recommend the payment of a final dividend for the year ended 31 December 2012 (2011 £nil)

Directors

The directors of the company duning and after the peniod under review were

Mr A C Brackfield

Mr DK T Devers appointed 21 january 2013
Dr 7Finken resigned 20 Janyary 2013
Mr B Schneider

The directors are not subject to retirement by rotation

Disclosure of information to auditor

The directors holding office at the date of approval of this Directors' Report confum that so far as they are aware,
there 1s no relevant audit information of which the companys auditor 1s unaware, and each directar has taken all steps
that ought to have been taken as directors to make themselves aware of any relevant audit information and to
establish that the company’s auditor 1s aware of that information

Auditor

Pursuant to section 487 of the Companies Act 2006, the auditor will be deemed to be reappointed and KPMG LLP will
therefore continue in office

By order of the Board

S K Kelly 10 Septemizer 2013

secretary

The Pniestley Centre, 10 Priestfey Road, Surrey Research Park, Guildford, Surrey, GU2 7XY, England




Lansing Group Limited Company no 02122421

Statement of ‘directors' responsibilities in respect of the directors’ report and the financal
statements

The directors are responsible for prepanng the Directors” Report and the financal statements in accerdance with
applicable laws and requfations

The Companies Act 2006 {the 'Act') requires the directors to prepare financial statements for each financial year and
they have elected to prepare the financial statements in accordance with UK Accounting Standards and applicable law
(UK Generally Accepted Accounting Practice)

Pursuant to the Act 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 penod In
prepanng these financial statements, the directors are required to

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

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

prepare the financial statements on the going concern basis unless it 1s napprepnate to presume that the company
will centinue in business

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company's transactions and disclose with reasonable accuracy at any tme the financial position of the company and
enable them to ensure that the financial statements comply with the Act They have general responsibility for taking
such steps as are reasonably epen to them to safeguard the assets of the company and to prevent and detect fraud
and other irregulanties
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KPMG LLP

1 The Embankment
Nevile Street
Leeds

LS1 4DW

Independent auditor’s report 1o the members of Lansing Group Limited

We have audited the financial statements of Lansing Group Limited for the year ended 31 December 2012 set out on pages 5to 12 The
financial reporting framework that has been apphed in ther preparation 1s applicable law and UK Accounting Standards (UK Generally
Accepted Accounting Practice)

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

Respective responsibiliies of directors and auditor
As explained more fully in the Directors' Responsitilities Statement set out on page 2, the directors are responsible for the preparation of the
financial statements and for being satished that they give a true and fair vew Our responsibility 1s to audit, and express an epinion on, the

financial statements in accordance with applkcable law and Intemational Standards on Auditing (UK and Ireland) Those standards require us to
comply with the Auditing Practices Board's Ethical Standards for Audiors

Scope of the audit of the financial statements

A descnption of the scope of an audit of financial statements 1s provided on the Financial Reporting Ceuncil's web-site at
www frc org ukfaudiscopeukprivate

Opinion

In our opirion the financial statements

« gve a true and fair view of the state of the company's affairs as at 31 December 2012 and of its profit for the year then ended,
e have been properly prepared In accordance with UK Generally Accepted Accounting Practice, and

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



Independent auditor’s report to the members of Lansing Group Limited (continued)
Opinion on other matters prescribed by the Companies Act 2006

In our opinion the information given 1n the Directors' Report for the financtal penod for which the financial statements are prepared 1S consistent
with the financial statements

Matters on which we are required to report by exception
We have nothing to report in respect of the following matters where the Companies Act 2006 requires us to report 1o you if, In our opinion

+ adequate accounting records have not been kept, or relurns adequate for our audit have not been received from branches not wisited by
us, or

« the financial statements are not in agreement with the accounting records and retumns, or
+  cenain disclosures of directors' remuneration specified by law are not made, or

*  we have not receved all the information and explanations we require for our audit

+

—a K

o

lain Moffatt (Senior Statutory Auditor)
For and on behalf of KPMG LLP, Statutory Auditor

Chartered Accountants
1 The Embankment
Leeds

West Yorkshire
LS14DW

13 September 2013



Lansing Group Limited Company no 02122421

Profit and loss account for the year ended 31 December 2012

in £ thousands Note 2012 2011
Administrative income [5] B8S 762
Operating prohit 888 762
Interest payable and similar charges (6] - 2
Profit on ordinary activities before taxation 888 764
Tax on profit on ordinary activities [71 -

Profit for the financial year [12] 388 764

Notes on pages 7 to 12 form part of the linancial statements

All of the above relates to continuing operations

The company has no recogmised gains and losses in the year other than those included in the profil and loss account
above and therefore no separate statement of (otal recognised gains and losses has been prepared

There 15 no matenal difference between the profit on ordinary activities before taxatton and the profit for the finanoial
year stated above and their historical cost equivalents



Lansing Group Limited

Companyno 02122421

Balance sheet as at 31 December 2012

in £ thousands Note 31122012 3112201
Fixed assets

Investments in group undertakings [8] 2,932 2,161

Current assets

Debtors amounts falling due within one year 5] 4,041 4,041

Creditors amounts falling due within one year [10] (1) {1
Net current assets 4,040 4,040

Total assets less current habilities 6,972 6,201

Creditors amounts falling due after more than one year [10] (9,500) (9,500)
Net habilities {2,528) (3,299)
Capital and reserves

Called up share capital [11] 6,548 6,548
profit and loss account [12] (9,076} (9,847)
Shareholder's deficit [13] (2,528) (3,299)

The financial statements on pages 5 to 12 were approved by the board of directors on 9 SCPRTMbC/ 2013

and were signed on its behalf by

Vot

Mr D KTDevers
Director




Lansing Group Limited Company no 02122421

Notes to the financial statements for the year ended 31 December 2012
[1] Accounting policies

The following accounting policies have been apphed consistently in dealing with riems which are considered material
in the financial statements

a} Basis of preparation

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

The financial statements have been prepared on the going concern basis which the directors belreve to be appropriate
for the following reasons The company 15 dependent for its working capital on funds provided to it by Linde AG, the
company's immediate and ultimate parent undertaking Linde AG had indicated that for at least 12 months from the
date of approval of these financial statements and for so long as the company remains pari of the Linde Group, it will
continve to prowide loan finance to of to procure that satisfactory alternative funding 15 made available to the
company This should enable the company to continue 1n operational existence for the foreseeable future by meeting
its hrabilities as they fall due for payment As with any company placing reliance on other group entities for financial
support, the directors acknowledge that there can be no certainty that this support will centinue although, at the date
of approval of these financial statements, they have no reason to believe that it will not do so

Based on the indications from Linde AG, the direciors believe that it remains appropriate to prepare the financial

statements on @ going concern basis The financial statements do not include any adjustments that would result in the
basis of preparation being inappropriate

b) Group financial statements

The financial statements contain infarmation about Lansing Group Limited as an individual company and do not
contain censelidated financial information as the parent of a group The company 15 exempt under section 400 of the
Companies Act 2006 from the requirement to prepare consolidated financial statements as 1t and its subsidiary
undertakings are excluded by full consolidation in the consolidated financial statements of i1s ultimate parent, Linde
AG, a company registered in Germany

¢) Cash flow statement

The company 15 a whelly-owned subsidiary of Linde AG, and 1s included in the consohdated financial statements of
Linde AG, which are publicly avallable Consequently, the company has taken advantage of the exemption from
prepanng a cash flow statement under the terms of Financial Reporting Standard Number 1{revised 1996)

The principal accounting policies are set out below

d) Income

Investment income 1s recognised when dividends are declared by the relevant board of directors




Lansing Group Limited (ompanyno 02122421

e} Functional curvency

The functional currency of Lansing Group Limited 15 sterhng and the accounts are prepared using 1ts functional
currency, whichis the currency of the primary economic environment in which it operates

f} Foreign currencies

Transactions in foreign currencies are translated into the functional currency at the exchange rate ruling on the date of
the wransaction or the contracted rate where apphcable Monetary assets and habilities denominated in foreign
currencies are translated into the functional currency at the rate of exchange ruling at the balance sheet date and the
resulting exchange differences are taken to the profit and loss account

q) Taxation

The charge lor taxation is based on the result for the year Deferred tax s provided in full on iming differences which
result 1n an obligation at the balance sheet date to pay more tax, or a nght to pay less tax, at a future date, at rates
expected to apply when they crystallise, based on enacted or substantively enacted tax rates and law Timing
differences arse from the inclusion of items of income and expenditure 1n taxation computations in different penods

from those in which they are included in the financial statements

Deferred tax assets are recognised only to the extent that it 1s regarded as more likely than not that they will be
recovered Deferred tax assets and hiabilities are not discounted

h) Investments

Fixed asset investments are stated at costs less provision for any impairment in value
1) Dividends

Final dividends proposed by the board of directors and unpaid at the year end are not recogmised in the financial
statements until they have been approved by a wiitten resclution of the company’s members Intenim dividends are
recognised when they are declared and settled



Lansing Group Limited Company ne 02122421

)) Classification of financial instruments 1ssued by the company

Following the adoption of FRS 25, financial instruments issued by the company are treated asequity (1 e forming part
of shareholders funds) only to the extent that they meet the following two conditions

They include no centractual obligations upen the company to deliver cash or ather financial assets or to exchange
financral assets or financial habihties with another party under conditions that are potentially unfavourable to the
company, and

Where the instrument will or may be setiled in the company’s own equity instruments, 1t 1s either a non-derivative that
includes no obligation to delver a vaniable number of the company’s own eguity instruments or 15 a denvative that

will be settled by the company’s exchanging a fixed amount of cash or other financial assets for a fixed number of 1ts
own equity instruments

To the extent that this defimtion 15 not met, the proceeds of 1ssue are classified as a finanaial habdlity  Where the
instrument so classified takes the legal form of the company’s own shares, the amounts presented in these financial
statements for called up share capital and share premium account exclude amounts in relation to those shares

Finance payments associated wiih financial habilities are dealt with as part of interest payable and similar charges
Finance payments assocrated with financial instruments that are classified as part of shareholders’ funds (see
dividends pohcy), are dealt with as appropnations in the reconciliation of movements in shareholders’ funds

[2] Directors’ emoluments

The emoluments of the directors are paid by the ultimate parent company, Linde AG, The BOC Group Limited ar BOC
Limited, in their roles as managers and directors of Linde AG, The BOC Group Limited or BOC Limited

[3] Auditar's remuneration

The remuneration payable in relation to audit services of £650 (2011 £750) 1s borme by The BOC Group Limited and 1s
included in the aggregaled fees disclosed in those financial statements

[4] Employee information

The company had no employees in the year The company s not charged for the services by employees of other Linde
Group companies that provide services to the company

{5] Profit and loss account

The results for the year as shown on page 5 are stated after charging the following amounts within administrative
expenses

in £ thousands 2012 2011
Reduction of imparrment provision on investments 771 762




Lansing Group Limited Company no 02122421

[6] Interest

Interest payable and swmilar charges
in £ thousands 2012 20M
Finance costs on shares classified as habihties - (2)

The dividends on shares hable to be paid was reduced n 2011 to correct the value of the accumulated dwvidend
payable on the £1 cumulative deferred preference shares, amounting {0 £95 per annum

[7] Tax on profit on ordinary activities

in £ thousands 2012 2011
a) Analysis of charge in year

Current tax

UK corporation tax on profit for the year - -
b} factors affecting tax for the year

The tax assessed for the year 1s different to the rate of corporation tax in the UK of 24 5% (2011 26 5%) The
differences are explained below

Profit on ordinary acuivities before taxation 888 764

Profit on ordinary activities multiplied by standard

rate of corporation tax in the UK 24 5% {2011 26 5%) 218 202
Effects of
Income not taxable (218) {202)

Current tax charge for the year (as above) - -

[8] Investments

tn £ thousands 2012 201
Equity investments

Cost 4,539 4,539
Provision (1,490) (2,378}
Net book value 3,049 2,161

The directors have reviewed the impairment provision n place and agreed o reduce the provision to value the
investment at net realisable value, equal to the net assets of Linde CryoPlants Limited

% of
Subsidiary undertakings nomial  Prnciple activities
value held
Linde CryoPlants Limited 999 Design, engineenng and manufacture of compact cryogemic
air separation plants
RRS {February 2004) Limited 100 Non-trading

10




Lansing Group Limited

Company no 02122421

{9] Debtors -

in £ thausands 2012 2011

Amounts falling due within one year

Amounts owed by group undertakings 4,041 4,041

[10] Creditors

in £ thousands 2012 2011

Amounts falhing due within ane year

Amounts owed to group undertakings 1 1

in £ thousands 2012 2011

Amounts falling due after more than one year

Shares classified as liabilities 9500 9,500

[11] Share capital

in £ thousands 2012 2011

Authonsed

10,000,000 ordinary shares of £1 each 10,000 10,000

9,500,000 deferred shares of £1 each 9,500 9,500
19,500 19,500

Allotted and fully paid

6,548,362 ardinary shares of £1 each 6,548 6,548

Shares classified as lahilities - -

9,500,000 deferred shares of £1 each 9,500 9,500

The deferred shares, which are classified as hiabihties, are entitled to receive a fixed cumulative dividend of 0 001%
per annum On a distnbution of assets on a winding-up or other return of capital, the holders of deferred shares are
entitled to receive a return of capital {himited to the nominal value of the shares) following a return of capital to

ordinary shareholders The deferred shares de nat carry any voting rights

[12] Reserves

Proht

and loss

in £ thousands account
Balance at 1 January 2012 (9,847)
Profit for the financial year 888
Balance at 31 December 2012 (8,959)

11



Lansing Group Limited Company no 02122421

[13] Reconaliation of movements in shareholder's deficit

in £ thousands 2012 201
Proht for the financtal year 888 764
Opeming shareholder's deficit (3,299) {(4,063)
Closing shareholder's deficit (2,411) (3,299)

[14] Related party transactions

In accordance with FRS 8, Related Party Disclosures, the company 15 exempt from disclosing transactions with entities
that are part of Linde AG, or investees of Linde AG quahfying as related parties, as itis a wholly owned subsidiary of a
parent pubhshing consolidated financial statements

[15] Ultimate parent undestaking

The immediate and ultimate parent undertaking and controlling party of the company 1s Linde AG, which 1s registered
In Germany

Linde AG 15 the smallest and largest group tc consolidate these financial statements Coples of Linde AG's consolidated
financial statements can be obtained from that company at Klosterhofstrasse 1, 80331 Munich, Germany

12
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LINDE FINANCIAL HIGHLIGHTS

Linde Finoncigl Highlights

Shore

Closing price €
Year high ]
Year low ]
Market capitalisation (at year-end closing price) € million
Adjusted earnings per share’ €
Earnings per share - undiluted €
Number of shares outstanding (in aoos)
Group

Revenue € mullion
Operating profit? € miltion
Operating margin "%
ERIT € muliton
Prafit for the year € mullion
Number of employees

Gases Division

Revenue € mithon
Operating profit € mithon
Operating margin "n %
Engineering Division

Revenue € mithen
Operating profit € mitlon
Operating maigin n %

1 Adjusted for the effects of the soc puschase price allocation
2 gairoa including share of profit or loss from associates and joent ventures

3 Basis points

200 Change
114 95 14 8%
125 80 82%
96 16 18 8%
19,663 24 3%
771 2 3%

6 88 22%

171,061 8 3%
13,787 10 8%
3,210 100%
233 -20 bp?
1,910 43%
1,244 64%
50,417 229%
11,061 13 8%
3,047 119%
275 -50 bp’
2,531 12%
304 26%
120 +20 bp®




CORPORATE PROFILE
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CORPORATE PROFILE
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The Linde Group 15 3 world-leading gases and engineenng company with approxmately 62,000 employees working in
more than 100 countrnies worldwide In the 2012 financiat year, it generated revenue of EUR 15 280 bn The strategy of The
tinde Group is geared towards tong-term, profitable growth and focuses on the expansion of its international business
with forward-loaking products and services Linde acts responsibly towards its shareholders, business partners, employees,
society and the environment - in every one of its business areas, regions and {ocations across the globe The company 1s
committed to technologies and products that unite the goals of customer value and sustainable development

! I

The Group comprises three divisions Gases and Engineering (the two core divisions)and Gist (loqistics services) The larg-
est division, Gases, has three reportable segments ~ emea (Europe, Middle East and Africa), Asia/Pacific and the Americas
These are divided into eight Regional Business Units (RBus) The Gases Division also mcludes the two Global Business Units
(GBUs) Healthcare (medical gases and related maintenance and advisory services) and Tonnage (on-site supplyﬁof gases {0
major customers), as well as the two Business Areas (Bas) Merchant & Packaged Gases (liquefied and cylinder gases} and
Etectronics (electronic gases)

The Linde Group 15 a world leader in the international gases market The company offers a wide range of compressed and
hquefied gases as well as chemicals, and 1s the partner of choice across a huge variety of industries Linde gases are used,
for example, in the energy sector, steel production, chemscal processing, environmental protection and welding, as well
as in food processing, glass production and electronics The company 1s also investing in the expansior of its fast-grow-
ing Healthcare business (medical gases), and 1s a leading global player in the development of environmentally friendly
hydrogen technologies

' ‘
'

Linde Engineering is successful throughout the world, with 1ts focus on promising market segments such as olefin, natural
gas, air separation, hydrogen and synthesis gas plants in contrast to virtually all competitors, the company can rely on its
own extensive process engineering know-how in the planning, project development and construction of turnkey industrial
plants Linde plants are used n a wide variety of fields n the petrochemicat and chemical industnes, 1n refinenies and
feruhiser plants, to recover air gases, to produce hydrogen and synthesis gases, to treat natural gas and in the pharma-
ceutical industry




THE LINDE WORLD

The Gases Diviston has three segments - emea (Europe, the Middle East and Africa), Asta/Pacific and the Amernicas These
are divided into eight Regranal Business Units (RBus} The Gases Division alsc includes the two Globa!l Business Units (GBus)
Healthcare (medical gases} and Tonnage (on-site), as well as the two Business Areas (Bas) Merchant & Packaged Gases
(hquefied and cylinder gases) and Electronics {electronic gases) Active the world over, the Engineering Division specialises
i olehin, natural gas, ar separation, bydrogen and synthesis gas plants

m NORTH AMERICA
- EASTERN EUROPE & MIDDLE EAST

SOUTH AMERICA = AFRICA & UK

CONTINENTAL & NORTHERN EUROPE
SOUTH& EAST ASIA M GREATER (HINA @& SQUTH PACIFIC

CUSTOMER SEGMENTATION
WITHIN THE GASES DIVISION
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&BEVERAGES {| BENERGY EGLASS TURING
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Agquaculture & (| Energy Glass & fibre Aerospace Solar Hospitat Education&
1
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treatment
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. n
other Other Non-ferrous machinery packaging Therapies
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Other ab &prod REMEOS
MEG Other manu-
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OUR VISION
OUR COMPANY VALUES

OUR VISION

We will be the leading global gases
and engineering company, admired for our people,
who provide innovative solutions that make
a difference to the world

OUR COMPANY VALUES

PASSION TO EXCEL.
INNOVATING FOR CU1STOIV\ERS.
EMPOWERING PEOPLE.
THRIVING THROUGH DIVERSITY.
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The 2012 financial year presented us with the same major macroeconomic challenges which have accompanied s for
quite some time high levels of sovereign debt worldwide, currency fluctuations, very volatile financial markets and
pohtrcal unrest All these factors are acting as a brake on global economic trends

We have been able to hold our own in this environment, although conditions have worsened n the course of the
year We succeeded once again 1n achieving significant increases in Group revenue and Group operating profit Group
revenue grew 10 8 percent to EUR 15 280 bn (201 EURr 13 787 bn), while Group operating profit was up 10 0 percent to
EUR 3 530 bn {2011 EYR 3 210 bn) Lincare, the us homecare company which we purchased in August 2012, contributed
for the first time to this relatively robust business performance The Lincare acquisition has enabled us to become
considerably stronger in a stable growth market and as a result we are now the leading global healthcare provider
In the gases industry

Above all, however, the performance indicators for the past financial year demonstrate that our business model,
which is geared towards sustainability, 1s working Our global footprint and excelient position in the growth markets
enabled us to compensate for faltening demand 1n some markets or the weakness of certain currencies The rigorous
implementation of our efficiency improvement measures also put us in a position to reinforce our profitabihity at a
high level Given this scenarno, our dividend pohicy will remain earmings-based and geared towards continuity At
the Annual General Meeting on 29 May 2013, the Executive Board and the Supervisery Board will propose that you,
our shareholders, be paid a dividend of eur 2 70 per share This is an increase of 8 percent compared with last year’s
dividend of Eyr 2 s0

we will carry on doing everything we can in future to stay on track even if economic conditions are unfavourable
There are no signs yet of a strong economic tallwind The leading economic research insututes may be forecasting
growth for 2013, but the pace of growth 15 expected to be only shghtly above 2012 figures

We want to continue our steady performance and to achteve increases in Group revenue and improvements in Group
operating profitin both the 2013 and 2014 financial years Our target for Group operating profit in 2013 remains EUR 4 bn
In addition, we have set ourselves new medium-term targets In the 2016 financial year, we are aimimng to achieve Group
operating profit of at least eur 5 bn In that same year, return on capital employed, cur core performance indicator,
should reach around 14 percent, based on the definition which has been used to date In the 2012 financial year, the
figure we achieved for adjusted ROCE was 11 5 percent

Over the next few years, we will continue to benefit from megatrends (energy and the environment, and health) as
well as from sustamned dynamic growth in the emerging economies We will also continue to improve our processes
and to apply our hohstic programme for lasting productivity gains As in previous years, we will use clearly detined
perfarmance indicators to measure our success In this area We want to reduce total gross costs by afurther eur 7som
10 Eur 900 m In the years from 2013 to 2016

These targets are ambitious, but we are confident we can achieve them We put our trust not least in the skills and
dedication of our workforce across the globe, now more than 60,000 strong Every single day, the commitment of our
employees contnibutes to the successiul performance of our Group And for that | and my colleagues on the Executive
Board would like to express our sincere thanks We are determined to continue to seize opporiuniites as they arise
and to work together consistently to enhance the performance of our Group

PROFESSOR DR WOLFGANG REITZLE
[CHIEF EXECUTIVE OFFICER OF LINDE AG]




MEMBERS OF THE EXECUTIVE BOARD

LINDE FINANCIAL REPORY 2012

MEMBERS OF THE
EXECUTIVE BOARD

PROFESSOR DR WOLFGANG REITZLE
BORN 1949

Chief Executive Officer

Doctorate 1n Engineenng [Dr -Ing ],
Oegree in Economics and Engineening [Dipl -Wirtsch -Ing |

Responsible for the following global and central functions
Communications & Investor Refations, Corporate Strategy,
Group Human Resources, Group Legal & Compliance,
Group Organisation & Information Services,

lnnovation Management, Internal Audit,

performance Transformation, sHeq [Safety, Health,
Envirenment, Quahty] and Gist

Member of the Executive Board since 2002

PROFESSOR DR ALDO BELLONI
BORN 1950

Doctorate in Chemical Engineenng [Dr -Ing ]

Responsible for the Engineering Division,
the emea segment {Europe, Middle

East, Afnica] and the Global Business Unit
Tonnage [on-site]

Member of the Executive Board since 2000

THOMAS BLADES
BORN 1956

Bachelor of Science in Electrical Engineering [Dipl -Ing ]

Responsible for the Americas segment,

the Global Business Unit Healthcare and the Business
Area Merchant & Packaged Gases

fliquefied gases and cylinder gas]

Member of the Executive Board since 2012

GEORG DENOKE
BORN 1965

Degreen Information Science
Degree in Business Administration [8A)

Responstble for the following globa! and central functions
Capital Expenditure, Frnanaial Control,

Group Accounting& Reporting,

Group Treasury, Growth & Performance, Insurance,
Mergers& Acquisitions, Procurement, Risk Management,
Tax as well as for Finance/Financial Control for the emea,
Amenicas, Asia/Pacific segments

Human Resources Director

Member of the Executive Board since 200s

SANJIVIAMBA
BORN 19564

Chartered Accountant
Bachelor of Cornmerce

Responsible for the Asia/Pacific segment,
the Asian joint ventures and the Business
Area Electronics [electronic gases)

Member of the Executive Board since 20m
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Supervisory Board committees

Mediation Committee
in accordance with § 27 (3} of the German
Codetermination Ltaw (MitbestG)
— DR MANFRED SCHNEIDER
[CHAIRMAN]
-1 HANS-DIETER KATTE'
— MICHAEL DIEKMANN
— GERNOT HAHL'

Standing Commitiee

— DR MANFRED SCHNEIDER
[CHAIRMAN]

— HANS-DIETER KATTE®

— MICHAEL DIEKMANN

— GERNOT HAHL'

— KLAUS-PETER MOLLER

Audit Committee

— DR CLEMENS BORSIG
[CHAIRMAN]

— PROFESSOR DR
ANN-KRISTIN ACHLEITNER

— GERNOT HAHL

— HANS-DJETER KATTE?

— DR MANFRED SCHNEIDER

Nomination Committee

— DR MANFRED SCHNEIDER
[CHAIRMAN]

— MICHAEL DIEKMANN
— KLAUS-PETER MOLLER

! Employee representative

memberships of other German superwvisgry boards and comparable German and foreign boards are shown in s NoO1¢ £37] of the Notes to

the Group financial statements

The fellowing member retired from the
Supervisary Board 1n the 201z financial year

— JOSEF SCHREGLE®
[retired on 31 October 2012)
Finance Director Emea [Europe, Middle East, Africa)
Engineenng Division, Linde AG
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The Supervisory Board worked intensively alongside the
Executive Board during the 2012 financial year, a year
marked by the implementation of important measures for
The Linde Group's strateqy

Throughout the year, the Supervisory Board conducted
detalled reviews of the Group’s situation, its prospects
andits strategic development, as well as the future long-
term positioning of The Linde Group and individual intti-
atives of key importance to the company, focusing above
all on the acquisitien of us homecare company Lincare
Holdings Inc {Lincare} we monitored and advised the
Executive Board in the runming of its business operations
1 accordance with the duties assigned to us by law, the
articles of association and the supervisory Board's pro-
cedural rules Through verbal updates at our meetings
and in the form of written reports, the Executive Board
regularly provided us with umely and comprehensive
updates on company performance, the economic situa-
tion, profitability and plans for the company and s sub-
sidianes, as well as briefing us on all 1ssues relevant to
the strategy being pursued by the company and us sub-
sidiaries, planning, business development, the risk situ-
ation, sk management and comphance We assessed the
plausibility of all documents presented to us and regularly
consulted the Executive Board on signifrcant 1ssues The
supervisory Board was involved in all major deasions
made by the company This includes Executive Board
transactions and measures requinng the approval of the
Supervisory Board, \n particular the annual capital ex-
penditure programme, major acquistions, divestments,
and capital and financial measures The Chairman of the
Supervisory Board also ensured that he remained up to
date on the current business situation, significant busi-
ness transactions and decisions taken by the Executive
Board through vanous channels, including the minutes of
Executive Board meetings He maimtained close contact
with the Chief Executive Gfficer throughout the year,
shanng information and ideas, and held reqular consul-
tations with im on the Group's strategy, planning, busi-
ness development, risk situation, risk management and
comphiance On the basis of the reports submitied by the
Executive Board and the auditors’ report, the Supervisory
Board was able to satisfy itself as to the effeciiveness of
the nsk monitoring system set up in accordance with §91
(2) of the German Stock Corporation Law (AktG) At no
time during the year did the Supervisory Board raise any
abjections i refation to the sound and efficient manage-
ment of the Group

Meetings and resolutions of the
Supervisory Board

In all, one extraordinary and four regular Supervisory
8oard meetings were heldn the 2012 financial year One
shareholder representative, Mr Matthew Miau, was una-
ble to attend the extraordinary meeting on 20 june 2012,
which was convened at short notice, and sent his apolo-
gres All the members of the Supervisory Board were
present at the reqular meetings held in 2012

In addition to reviewing current business develop-
ments, our meetings also addressed the Group’s financial
and nsk situation, strategy, compliance with legal requ-
lations and with internal guidelines, and key individual
business transactions requinng Supervisory Board ap-
proval after a thorough review of the documents submit-
ted and detailed discussions on the proposals of the Ex-
ecutive Board, the Supervisory Board granted all the
necessary approvals Dueto time pressure, two proposals
were approved outside Supervisory Board meetings in
wnitten form and on the basis of extensive documentation
One of these had already been discussed at a plenary
meeting The proposals related to a Gases Division invest-
ment project requiring Supervisory Board approval which
invoived building on-site plants as part of a long-term
customer agreement and to the granting of consent to the
Gases Dvision for an acquisition project

In 2012, the Supervisory Board’'s advisory and monitor-
ing activities again focused on the Group’s growth pros-
pects, its individual hines of business and its operating
segments, with global homecare activities representing
a major priority The purchase of the Continental European
homecare business of the gases company Air Products
was completed in April ¢f the reporting year, with com-
pletion of the acquisition of us homecare company Lincare
taking place in August2012 The Superwisory Board wel-
comes the positioning of The Linde Group as the leading
global healthcare provider in the gases industry Ensurning
that these new acquisitions are integrated quickly into
The Linde Group 1s now cne of our most pressing tasks
with this in mind, we have been working intensively on
the requisite integration measures since September 2012
we were briefed by the Executive Board on the progress
made on an ongomng basis and were confident that these
processes were advancng apace

At the Supervisory Board meeting to approve the fi-
nancial statements on 8 March 2012, we discussed in de-
tail and approved the annual financial statements of
Linde a6 and the Group financial statements for the year
ended 31 December 2011 and agreed the proposed appro-
priation of earnings We also, n the absence of the Exec-
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utive Board, discussed and agreed on the targets reached
in refation to the variable cash emoluments and total
emoluments earned by the individual members of the
Executive Board for 201, based on advice from the Stand-
ing Committee In addition, we i1ssued the declaration of
compliance with the German Corporate Governance Code
and adopted the Supervisory Board Report and Corporate
Governance Report for 2011, as well as the agenda for the
Annual General Meeting, including the proposed resolu-
tions In this regard we also agreed on the proposal for a
new remuneration system for the Executive Board to be
submitted to the 2012 Annual General Meeting for ap-
proval we adopted this new system in December 2om
and 1t will apply to all members of the Executive Board
with effect from the 2012 financial year We also dealt
with the proposal to be submitted to the Annual General
Meeting regarding the abolition of the existing author-
ised capital and creation of a new authonsed capital, the
creation of conditionally authonsed capital for a successor
scheme to the expiring share option scheme for members
of the Executive Board and managers (Long Term Incen-
tive Plan 2012), and the related replacement of the com-
pany’s existing authornisatron to acquire and make use of
own shares In addition to 1ts reqular reports on business
performance and the general positian of The Linde Group,
the Executive Board also presented us with an updated
plan for the 2012 financial year and the updated mid-term
business plan The Executive Board dealt in detail with
selected key performance indicators and brniefed us on
their financial and operaticnal impact on Linde, particu-
larly with regard to the expected impact of efforts to
acquire Air Products’ Continental European homecare
business Additionally, after detailed expianation by the
Executive Board, we also approved a transaction requir-
ing Supervisory Board consent, namely an internal re-
structunng measure in conjunction with the targeted
acquisition of the Continenta! European homecare busi-
ness of Air Products

Immediately before the Annual General Meeting on
4 May 2012, the Executive Board presented the Group fi-
nancial results for the quarter ended 31 March 2012 and
reported on current business development and potential
acquisition opportuntties Moreover, on the basis of our
resolution in December 2011 and the correspanding pro-
posal to the Annual General Meeting, we adopted the
terms and conditions of the new Long Term Incentive Plan
2012 forExecutive Board members The meeting was also
used to prepare for the subsequent shareholder meeting

The Supervisory Board held an extraordinary meeting
on 20 june 2012 1o discuss the possibility of making an
offer tobuy Lincare Holdings Inc, us, an acquisition being
considered by the Executive Board The meeting enabled
us to form a full picture of the transaction, the related
opportumties and nsks, the corporate and strategic goals
being pursued, the feasiblity of the transaction, the in-
tended financing structure and the impact on Linde Is-
sues discussed particufarly intensively included strategic
and financial aspects, the economic significance of the
transaction and the expected influence on the Group’s
financial situation The Supervisory Board subsequently
gave 1ts approval in principle to the issuing of an offer in
the region of usp a 6 bn and to the finanang plan pro-
posed by the Executive Board, providing for the conclu-
sian of a financing agreement in the form of a bnidging
loan from a banking consortium, the use of authorised
capital and a longes-term financing proposal, as well as
to any steps required 1n accordance with company law
The final decision of the Executive Board published on
2 July 2012 to make an offer to Lincare shareholders of
usD 41 50 per Lincare share and covering the related fi-
nancing arrangements was approved by the Supervisory
Board’s Standing Commuittee as authorised by 1ts proce-
dural rules

At our meeting ¢n 28 September 2012, the Executive
Board outlined in detail the economic situation facing The
Linde Group and 1ts divisions, and described the outlook
for the full 201z financial year The Executive Board also
briefed the Supervisory Board on the current situation
regarding the acquisition of Lincare, completed 1n Au-
gust 2012, presenting the integration plan and detailing
progress made 1n integrating the Continental European
homecare activities acquired from Air Products 1n
April 2012 At the same time, the Executive Boarg pre-
sented provisional informatian on the expected impact of
the homecare acquisihons on The Linde Group’s financia!
position, net assets and results of operations The meet-
ing also focused on progress made in implementing the
strateqgies highlighted 1n earhier years, ongoing strategic
development and the company’s competitive environ-
ment Key questions discussed included the strategic
positioning and direction of Linde and its divisions, and
projects considered or launched in this regard, as well as
the impactof such projects on The Linde Group’s financial
position, net assets and resuits of operations Taking into
account the current general economic chmate, the Exec-
utive Board outiined the opportunities and risks in an
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internationally competitive environment, as well as the
significance of the process optimisation and efficiency
gains programme and further measures to be takenn that
dwection Based on verbal reports from the Executive
Board, the Supervisory Board 15 satisfied that the Group’s
structure and processes are being centinually assessed
and streamhined 1n order to increase and consohdate long-
term competitiveness across all hines of business The
Supervisory Board was also presented with two transac
tions requinng 1ts approval, requiring resclutions on n-
ternal structural and financing measures in accordance
with company law These were duly approved

On 7 December 2012, the Executive Board presented
us with a repart on current business developments and
the performance of the Group in comparison with its main
competitors It also presented us with a preview of the
2012 financial statements, the budget for the 2013 finan-
ozl year and the mid-term business plan, including finan-
aal, capital expenditure and human resources plans The
Executive Board submitted a progress report on the inte-
gration of the homecare acquisitions in Continental Eu-
rope and the United States We carrned out an intensive
review of the assumptions made by the Executive Board,
particularly with regard to the nsks for the company as-
sociated with the general economic environment The
Executive Board explained any variances between the
plans and targets and the actual results We also dealt at
length with the motion from the Executive Board relating
to the 2013 1nvestment programme After careful exami-
nation of the matter, we granted our approval We also
adopted a revised version of our procedural rules, which
were adjusted in line wath the provisions of the German
Corporate Governance Code as last amended on
15 May 2012, and discussed 15sues In refation to the Su-
pervisory Board elections at the 2013 Annual General
Meeting and the structure of the Supervisory Board re-
muneration

There were no conflicts of interest involving Supervi-
sory Board members during the year under review It
should be noted that Linde acquired a 100 percent stake
in M1 Miau’s family company for a purchase price of
EUr 21 m duning the year under review This transaction
was effected on the basis of customary market conditions
and did net involve any conflict of interest Furthermore,
this acquisition did not require the Supervisory Board's
approval

Committees and
committee meetings

The Supervisory Board continues to have four committees
the Mediation Committee, formed under Section 27 (3) of
the German Codetermination Law (MitbestG), the Stand-
ing Committee, the Audit Committee and the Nomination
Committee The Chairman of the Supervisory Board chairs
all the committees with the exception of the Audit Com-
mittee The current members of each committee are histed
on _ raGe 7 Information about the tesponsibilities of
each committee 15 given in the Corporate Governance
Report on _, paGes 14 10 20

The Standing Commuttee of the Supervisory Board held
three meetings durning the reporting year, and three res-
olutions were also passedin wnting The Commitiee pre-
pared decisions on Executive Board remuneration On the
basis of fundamental decasions and having been dele-
gated the right to make the final dewsions by the full
Supervisory Board, it appsoved the 1ssuing of an offer to
Lincare shareholders The Standing Committee essentially
focused on financing and capital measures and further
measures requinng approval in respect of the Lincare
transaction and duly gave its consent, thereby authons-
ing the Executive Board to make use of an instalment of
eur 33 m of Authonsed Capitat i based on the authorisa-
tons granted by the 2612 Annual General Meeting subject
to the exclusion of subscription rights The necessary
changes were then made to the articles of associatien In
addition, the Standing Commtitee adopted changes to the
articles of association required as a result of the 1ssuing
of shares to fulfil share options and gave its consent to
two members of the Executive Board taking up secondary
occupations

The Audit Committee met on four occasions during the
year under review In the presence of the auditors, the
Chief Executive Officer and the Chief financial Officer, it
discussed and reviewed in detail the annual financial
statements of Linde ac and the Group financial state-
ments, the management reports, the proposed appropri-
ation of profits, and the audit reports, including the report
on the audit focus and the presentation by the auditors
of the main results of the audit The Audit Commuitee
raised no objections on the basis of its reviews No sig-
nificant weaknesses in the accounting-related internal
controf system orin the system for the early identification
of risks were detected by the auditors The Audit Commit-
tee also discussed the interim and half-year financsal
reports prior to their publication based on reports pre-
sented by the Executive Board and the auditors In addi-
tion, this Committee prepared the proposal from the Su-
pervisory Board on the appointment of the auditors at the
Annual General Meeting, 1Issued the auditmandate to the
auditors, determined the audit focus and agreed the audit
fees Moreover, the Audit Committee monitored the inde-
pendence, qualifications, rotation and efficiency of the
auditors and the services provided by the auditors in ad-
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dition to the audit itself The Audit Committee also en-
tered into an agreement with the auditers in accordance
with the Group’s internal rules about the provision of
services not related to the audit, and the auditors n-
formed the Commuttee at each of 1s meetrngs about the
fees 1t had charged in relation to such services Further-
more, it remained up 1o date on evolutions in the risk
management system and compliance structures, comph-
ance i1ssues, any legal or regulatory nsks, the nisk position
and the identification and monitoring of nisk within the
Group The Audit Committee also reviewed the evolution
of control systems within the Group based on a presenta-
tion by the Executive Board It received a report on the
structure, roles and responsibitities within the internal
Audit department, on its audit work and the audit plan
for 2012 The Audit Committee was bniefed on the effi-
aency of the internal control system, risk management
system and internal audit system, it discussed the find-
ings in detail and was duly satisfied as to the efficacy of
the systems in question The Executive Board also briefed
the Audrt Committee on a regular basis with regard to the
status of varnous activities relating to the external and
internal financing of the Group and the safequarding of
iks liquidity The opening balance sheet and purchase
price allocation in relation to the acquisition of Lincare 1n
August 2012 were also discussed The Committee also
dealt with spot checks of the 2011 annual financial state-
ments of Linde Aktiengesellschaft and The Linde Group
carned out by the German Financial Reporting Enforce-
ment Panel Nomistakes in the accounts were found as a
result of these spot checks For selected agenda 1tems,
department heads and external advisors also attended
meetings of the Audit Committee, subrmitting reports and
answering questions In addition, the Chairman of the
Auvdit Committee held talks on issues of significance in
the periods between committee meetings, with the Chief
Executive Officer, Chief Financial Officer, the auditors and
the Head of Group Legal in particular The Audit Commut-
tee and, where necessary, the Supervisory Board were
regularly appraised of the outcome of these discussions

During the 2012 financial year and at the beginning of
2013, the Nomination Committee consulted on several
occasions outside its meetings and In accardance with its
remit on candidates for the reqular election of sharehold-
ers to the Supervisary Board at the 2013 Annual General
Meeting Finally, during a meeting i early 2013, the Com-
mittee submitted 1ts recommendation for the Supervisory
Board's nomination for the election The Nomination Com-
mittee based its recommendation on the criteria pro-
posed inthe German Corporate Governance Code and the
terms of the rules of procedure In particular, In assessing
the suitabibty of candidates who were over the age of 72
or who would turn 72 during their peniod of office, the
Committee took account of age

The Medsation Committee had no cause to meet during
the year

One committee member was unable to attend a meeting
of the Standing Commuttee byt was able to cast his vote
in wnting Al committee members were otherwise pres-
ent at all the other committee meetings

The committee chairmen reported in detaif about the
work of therr committees at the plenary Supervisory
Board meeting following their own meetings

Corporate governance and
declaration of compliance

We continually monitor changes to the German Corporate
Governance Code and permanently verify that the provi-
sions are being implemented correctly tn March 2013, the
Executive Board and the Supervisory Board 1ssued an
updated declaration of compliance in accordance with
§ 161 of the German Slock Corporation Law (AktG) and
made itpermanently available to its shareholders on the
company's website _ www unoe com Further informa-
tion on corporate governance at tinde can be found in
the Corporate Governance Report on .. PAGES 14 70 20

Annual financial statements and
Group financial statements

KPMG AG Wirtschaftsprufungsgeselischaft, Berlin, (kpmG)
audited the annual financial statements of Linde a6 for
the year ended 31 December 2012 prepared in accordance
with the pninciples set out in the German Commercial
Code (HGB) together with the management report, as well
as the consohdated financial statements of The
Linde Group for the year ended 3t December 2012 pre-
pared inaccordance with iFes as adopted by the European
Union including the management report 1n accordance
with German generally accepted standards for the audit
of financial statements and in supplementary comphance
with International Standards on Auditing (15a) The aud-
tors have confirmed that the Group financial stalements
and the Group management report meet the requirements
set outinSection31sa (1) of the German Commercial Code
(HaB) and have 1ssued unqualified opinions on both the
Group financial statements and annual financial state-
ments In accordance with the terms of its engagement,
kema performed audit reviews of the intenim and half-
yearly financial reports tn the 2012 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 camphes with legal requirements No nisks that
might affect the viability of the company as a going con-
cern were identified The audit focus duning the 2012 fi-
nancial year was on the accounting-related processes and
controls in place at Linde a6 1n the fast-growing Asian
markets No significant weaknesses in the internal control
system were detected by the auditors in relation to the
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accounting process Once again duning the reporting year,
the auditers declared their independence to the Audit
Commitiee

The documents relating to the financial statements
and the audit reports were issued to all members of the
supervisory Board 1n good time They were then the sub-
ject of extensive deliberations at the Audit Committee
meeting on 5 March 2013 and the meeting of the Super-
visory Board to approve the financial statements on
& March 2013 The auditors 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 supple-
mentary information and to answer questions The Audit
Commuttee also presented the results of 1ts review to the
Supervisory Board We conducted our own examination
of all of the documents submitted and the audit reports
and discussed them in detail After considening the results
of the preliminary review by the Audit Committee and the
final results of our own review of the dacuments submit-
ted to us by the Executive Board and by the auditors, we
find no graunds for objection and concur with the results
of kPMG’'s audit We hereby approve and adopt the finan-
cial statements of Linde aG and the Group financial state-
ments for the year ended 31 December 2012 as drawn up
by the Executive Board, the annual financial statements
of Linde aG are hereby final We also approve the Execu-
tive Board's proposal for the appropriation of profits

Changes to the composition of
the Supervisory Board and the
Executive Board

There was one change during the 2012 financial year to
the composttion of the Supervisory Board and one change
to the Executive Board

Mr Josef Schregle resigned from his position as an em-
ployee representative on the Supervisory Board of
Linde aG with effect from 1 November 2012 He was re-
placed by Ms Anke Couturier with effect from s Decem-
ber 2012 for the remainder of his peried of office as 3
Supervisory Board member We have thanked Mr Schregle
for hus valuable contnbution to the Board The General
Meetng on 29 May 2013 will mark the end of the period
of office of the current Supervisory Board

As alieady reported last year, the Supervisory Board
appointed Thomas Blades, a Bnuish national, 1o the Exec
utive Board of Linde A6 with effect from 8 March 2012 Mr
8lades has international management expenence, and
was Jatterly responsible for the 01l & Gas Division of the
Energy Sector at Siemens A6 At Linde he bears responsi-
bility for the gases business in the Americas segment as
well as for hquefied gases, the cylinder gas business and
global healthcare operations His appointment s fof three
years

The Supervisory Board would like to thank the Executive
Board and all Linde employees for their ftughly dedicated
approach to their work and for their sense of responsibil-
ity and commuitment Over the past financial year they
have once again mastered major challenges and achieved
very good results

MUNICH, 6 MARCH 2013

ON BEHALF OF THE SUPERVISORY
BOARD

M. A Ly

DR MANFRED SCHNEIDER
[CHAIRMAN]
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In addition to fixed compensation, the members of the
Supervisary Board have to date received performance-re-
lated compensation whose vanable components have a
one-year rather than a multi-year assessment basis Sec-
tion s 46, para 2, of the German Corporate Governance
Code in the version dated 15 May 2012 recommends for
the first ime that performance-related compensation
shall be oriented towards sustainable growth of the en-
terprise In accordance with Section 87, para 1, sentence
3, of the German Stock Cofporation Law (Aktiengesetz),
this canbe regarded as a recommendation for a multi-year
assessment basis A decision on the compensation of the
members of the Supervisory Board 1s made by the Annual
General Meeting, which was unable to take account of
this changed recommendation last year During the Ordt-
nary Annual General Meeting on 29 May 2013, the
Executive Board and the Supervisory Board intend to
propose a change to the compensation of the members
of the Supervisory Board in the Articles of Association
This change will take account of the new recommendation
This regulation shall take effect from 30 May 2013 7
SUPERVISDRY BOARD The current declaration of compliance and all past dec-
CORPORATE GOVERNANCE 14
DECLARATION larations of compliance with the German Corporate Gov-
AND CORPORATE ernance Code are avallable on the company’s website at
GOVERNANCE REPORT i WWW LINDE COM/DECLARATIONOFCOMPLIANCE
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Comphance with the German
Corporate Governance Code and
declarations of compliance

Linde a6 follows the German Corporate Governance Code
presented by the 'Government Commission on the Ger-
man Corporate Governance Code’ and as amended from
time to time in March 2012, the Executive Board and Su-
pervisory Board of Linde ac 1ssued a declaration of com-
pliance with the recommendations of the German Corpo-
rate Governance Code as amended on 26 May 2010 In
accordance with § 161 of the German Stock Corporation
Law {AktG) and made this declaration permanently avail-
able to the public on the Linde website

The German Corporate Governance Code was amended
follawing the 1ssuing of this declaration of comphance in
march 2012

The Executive Board and Supervisory Board studied
the requirements of the German Corporate Governance
Code as amended on 15 May 2012 1n detail, befare 15suing
the following declaration of compliance in March 2013

“The Executive Board and Supervisory Board of Linde AG
declare in accordance with § 161 of the German Stock Cor-
poration Law

All recommendations of the ‘Government Commission
on the German Corporate Governance Code’ in the latest
version have been and will be observed in future with
the tollowing exception

tinde aG also complies to the greatest possible extent
with the suggestions made i the Code, with only one
exception

The Cade suggests that it should be paossible for share-
holders to follow the Annuai General Meeting via modern
communication media {e g the internet) We transmit the
opening rerarks made by the Chairman of the Supervi-
sory Board and also the Chief Executive Officer’s speech,
but not the general discussion In principle, the articles
of associgtion permit the transmussion of the Annual Gen-
eral Meeting 1n full via electronic media However, out of
respect for shareholders’ privacy, we do not transmit the
contributions of individual speakers Nevertheless, we
will continue to follow developments closely

Corporate governance practices

Linde ac has tradionaily attached great importance to
sound, responsible management and supervision geared
towards the creation of sustainable value added Our suc-
cess has always been based on close and efficient coop-
eration between the Executive and Supervisory Boards,
constderation of shareholders’ interests, an apen style of
corporate communication, proper accounting and audst
procedures, and a responsible approach to risk and to
legal rules and internal Group rules

Linde upholds tugh ethical standards In 2007, the Ex-
ecutive Board developed a corporate philosophy entitled
The Linde Spiiit and devised a new code of conduct
known as the Code of Ethics, launching both throughout
the Group The Linde Spirit describes the corporate culture
which 1s manifested in the Linde vision and the values
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and principles that underpin day-to-day activities The
Code of Ethics sets out the commitment made by all em-
ployees in The Linde Group to comply with legal regula-
tions and to uphold and protect the ethical and moral
values of the Group [t 1s based on Linde’s corporate cul-
ture and accords with 1ts global values and fundamental
principles The Executive Board has also i1ssued tts own
guidelines on competition law, antitrust law, the engage-
ment of sales agents, occupational safety, environmental
and health protection, quality and procurement Like the
Code of Ethics, these guidelines apply to all employees
throughout The Linde Group In 2012, a new global guide-
hine on corruption prevention was developed This en-
teredinto force in early 2013 and is binding on all employ-
ees

Compliance
To reinforce compliance with both legal regulations and
voluntary principles, the Group has a global comphance
orgamsation Linde’s Group-wide comphance activities
are focused in particular on antitrust law, the fight against
corruption, export control and data piotection The com-
phiance orgamisation is affiliated to Group Legal Comph-
ance officers have been appointed in the divisions, busi-
ness units and operating segments to support Group-wide
observance of the comphance programme The global
comphance officer coordinates and implements comph-
ance measures The Executive Board and the Audit Com-
mittee of the Supervisory Board are reqularly informed
about the current state of progress in the comphance
orgamsation, tncluging measures aimed at communicat-
tng existing rules of conduct to employees, training em-
ployees in those rules and updating the rules as neces-
sary Traiming 1s provided for Linde employees worldwide
Classroom-based courses are supplemented by a Group-
wide e-learning programme By the end of 2012, more
than 36,000 e-learning training sessions had been held
on the code of conduct, along with some 3,000 e-learning
sessions on antitrust law In addition, more than
6,000 members of staff were provided with traiming on
site by skilled trainers We thereby create a working en-
vironment in which our employees are entirely famihar
with our rules and guidelines

The Integnty Line reporting system s an important
element of the compltance framework at The Linde Group
it enables both internpal and external stakeholders to
raise 1ssues or report any doubts or suspicions that they
might have In 2012, the Internal Audit department, Hu-
man Resources, Group Legal and the department for
Safety, Health, Environment and Quality (SHEQ) carried
out around 80 Investigations on the basis of informatton
received via the Integnty Line If an internal investigation
reveais that the doubts of suspicions raised were justi-
fled, Linde examtnes the measures introduced to tackle
the situation, dotng so 1n accordance with a prescribed
process and timeframe

All information on Linde’s core values and compliance
policy can be found on the company’s website at _ www
LINDE COM/GUIDELINESCOREVALUES ANG s Www LINDE COM/
CORPORATEGOVERNANCE

Executive Board and

Supervisory Board procedures

Linde aG, which has its reqistered office in Munich, 1s
governed by the provisions of the German Stock Corpora-
tion Law (AktG) and the German Codetermination Law
{MitbestG), capital market requlations and the rules set
out 1n 1ts 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 ensure the con-
tinuation of the Group as agoing concern and to create
sustainable value added They must act 1n the interests
of the shareholders and for the benefit of the Group

Executive Board

The Executive Board of Linde ag 15 responsible for man-
aging the company and conducting its business its ac-
tions and decisions are geared towards the best interests
of the Group, taking 1nto consideration the concerns of
shareholders, employees, customers and other stake-
holder groups Its aim 1s to create sustainable value for
stakeholders The Executive Board establishes the stra-
tegic direction of the Group, agrees thisstrategy with the
Supervisory Board and ensures 111s properly implemented
It 1s also responsible for annual and multi-year business
plans, Group financing and the preparation of quarterly,
half-yearly, annual and Group financal statements In
addition, the Executive Board ensures that approprnate
nsk management and risk control systems are in place
and provides regular, timely and detailed reports to the
Supervisory Board on all relevant Group issues including
strateqgy, medum-term business plans, business trends,
the risk situation, nsk management and comphance with
legal regulations and internal Group guidelines The Ex-
ecutive Board also takes the necessary measures to fa-
cihtate compliance in the Group companies Given the
Group’s extensive reach across international markets and
industry sectors, the Executive Board is responsible for
ensunng that this diversity 15 reflected at management
level, especially with regard to such criteria as age, gen-
der and international representation The goal is to put
togethes the best teams worldwide The Group’s HR strat-
egy includes the definttion, delivery and continuous evo-
lution of Group-wide talent development programmes
The Group supports intercubtural diversity by adopting an
international human resources policy and making ap-
pomntments across national borders Key Executive Board
actiities and transactions require the approval of the
Supervisory Board This applies in particular to the annual
capital expenditure programme, major acquisiigns, di-
vestments, and capital and financial measures While in
office, members of the Executive Board are bound by a
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detailed restramt clause Any conflicts of interest must be
disclosed immediately to the Supervisory Board, as well
as to fellow Board members

The procedural rules of the Executive Board govern
the work it performs, the allocation of responsibilities to
individual members, the 1ssues which must be dealt with
by the full Executive Board and the majority required for
resolutions to be passed by the Executive Board The Ex-
ecutive Board passes resclutions at meetings held on a
reqular basis A simple majority of the votes cast is suffi-
aent for a resolution to be passed, unless a greater ma-
jonty is prescribed by law If the vote is tied, the Chasrman
has the casting vote Without prejudice to the ¢ollective
responstbility of all members of the Executive Board, each
member of the Executive Board has individual respenst-
bility for the functions assigned to them when the deci-
sions of the Executive Board are being made It1s incum-
bent upon the Chairman of the Executive Board to assume
responsibility not only for the functions assigned to bum,
but also to coordinate all areas of respensibihty entrusted
to the Executive Board in a proper manner Hets the mam
pomnt of contact between the Executive Board and the
Supervisory Board and represents the company tn public

No conflicts of interest arose for any member of the
Executive Board duning the reporting period Where such
conflicts of interest do occur, they must be disclosed im-
mediately to the Supervisory Board No member of the
Executive Board 1s a member of more than three super-
visory boards ot hsted companies outside The Linde Group
or of comparable supervisory bodies of other business
entities Information about memberships held by mem-
bers of the Executive Board on other German supervisory
boards or comparable German and foreign boards of busi-
ness entities 1s given in _ nore f37] of the Notes to the
Group financial statements

The Executive Board has no committees

The internatronal composition of the Executive Board
also reflects The Linde Group’s global footprint and s
intercultural diversity information on the compesition of
the Executive Board and on individual Board members,
including their responsibilities and duties, may be found
in the overview on _ pace 214 of 00 the Linde website
The cvs of Executive Board members are available on the
Linde website

Supervisory Board
Equal numbers of shareholder representatives and em-
ployee representatives sit on the Supervisory Board of
Linde a6, which compnises, in accordance with the com-
pany’s articles of assecation, the number of members
specified as the minimum number in the relevant regula-
tions Currently, the minimum number specified by law s
twelve The appontment of the members of the Supervi-
sory Board 1 also governed by the relevant legal requia-
tions Inaccordance with the recommendations of the
German Corporate Governance Code, the shareholder
representatives were elected individually at the last elec-
tion tothe Supervisory Board at the Annual General Meet-
ing on3june 2008 The current term of office of the mem-
bers of the Supervisory Board ends with the closure of
the Annual General Meeting in 2013 The Supervisory
Board’s Nemination Committee 15 making preparations for
the election of shareholder representatives by the 2013
General Meeting When proposing candidates 1o the Sy-
pervisory Board, it takes into account the targets set by
the Supervisory Board in terms of its future composition
as wellassuch criteria as the requirements of the German
Stock Corporation Law {AktG), the Corporate Governance
Code and the Supervisory Board's procedural rufes The
compostiion of the Supervisory Board 1s balanced to en-
sure thatits members collectively possess the knowledge,
skills and professional experience necessary to enable
them to discharge thewr duties in a group with global op-
erationsn a fit and proper manner All Supervisory Board
members must ensure that they have sufficient time to
perform those duties Supervisory Board members who
also siton the executive board of a listed company must
not hold more than three supervisory board offices in
listed companties or 1n comparable supervisory bodies of
other business entities that do not belong to the same
group as the company for which they perform their exec-
utive beard duties Linde ac undertakes 10 support Super-
visory Board members as appropnate in the pursunt of any
training or professional development necessary for the
performance of their duties

In March 2011, the Supervisory Board defined specific
objectives for 1ts future compesition 1n accordance with
§ 5 41 of the German Corporate Governance Code, as set
out below Taking into account the particular situation of
the Group, these cover the Group’s international reach,
potenttal conflicts of interest, the number of independent
Supervisory Board members, an age imit for Supervisory
Board members and the need for diversity

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

— Potenbal conflicts of interest
At least7s percent of the Supervisory 8oard members
should have no business or personal ties with the com-
pany or tts Executive Board that could constitute a
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conflict of interest The mere existence of an employ-
ment relationship between employee representatives
and the company or its affiliated companies does not
preclude impartiality as descnibed above Supervisory
Board members should not have management or ad-
visory roles on the executive bodies of the main com-
petitors of The Linde Group No more than two former
Execvtive Board members should sit on the Supervi-
sory Board

— Age limit for Supervisery Board members
Supervisory Board members should be no ofder than 72

— Diversity
The Supervisory Board 1s committed to diversity in 1ts
composition and to the fair representation of women
in particular The next scheduled elections for both
shareholder and employee representatives on the Su-
pervisory Board will take place in 2013 After these
elections at the latest, the Supervisory Board should
include at least two women

These objectives were taken into consideration upon the
judicial appointment of a member with effect from s De-
cember 2012 following the resignation of a Supervisory
Board member

Mare than five members of the current Supervisory
Board have acquired extensive international expertise as
a result of their careers to date During the 2012 financial
year, Linde acquired 3 100 percent stake in the family
company of Mr Miau for a purchase price of eur 21 m This
transaction was effected on the basis of customary mar-
ket condrtions This fact was known to afl of the members
of the Supervisory Board The Supervisory Board does not
believe that this transaction involves any conflict of in-
terest Otherwise, there were no conflicts of interest in-
volving Supervisory Board members in the 2012 financial
year where such confhcts of interest do occur, they must
be disclosed immediately to the Supervisory Board No
Supervisory Board members currently have management
or advisory roles on the executive bodies of any of Linde’s
major competitors Four Supervisory Board members are
company employees No other consultancy, service or
work contracts have been concluded between Supervi-
sory Board members and the company Ne former mem-
bers of the company’s Executive Board are currently
members of the Supervisory Board One Supervisory
Board member reached the age hmit in the 2010 financial
year Atthe Annual General Meeting In 2008, the member
In question was also elected for a term of five years
when propasmg candidates for the 2008 elections, the
supervisory Board was aware of the age imit defined in
the procedural rules However, 1t had goed reason for
proposing candtdates that would reach the age hmit dur-
ing their term of office The appointments were approved
at the Annual General Meeting Since the election of Pro-
fessor Dr Dr Achleitner to the Supervisory Board at the
Annual General Meeting held on 12 May 2011 and the ju-
dicial appaintment of Ms Anke Coutuner with effect from
& December 2012, there have been two women on the

Supervisory Board The target set in 2011 of having two
women on the Board by 2013 has thus been met The
Supervisory Board currently considers the inclusion of
two women on the Board to be appropnate This level of
representation s i line with the number of female exec-
utives with expernence in the management of industrial
companies, and aiso reflects the proportion of womenn
the workforce of The Linde Group, at around 20 percent,
and the proportion of womenholding senior management
positions i the Group, at around 11 percent

The procedural rules of the Supervisory Board include
rules regarding the independence of its members No
member of the Supervisary Board is 1n a personal or com-
mercial relationship with the company or its bodies that
could represent a conflict of interests Inthe past financial
year, some members of the Supervisory Board have sat
on the executive boards of companies with which Linde
has business relationshups and they continue to hold seats
on those boards Transactions with these compantes took
place under the same conditrons as for non-retated third
parties These transactions did not affect the independ-
ence of the Supervisory Board members concerned
Linde ac has no controlling shareholder whose relation-
ship with a member of the Supervisory Board could jeop-
ardise that member’s independence C(onsequently, the
Supervisory Boardis only composed ofindividuals with a
sufficient level of iIndependence

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 1s given 1 _ wors
{37} of the Notes to the Group financial statements The
cvs of Supervisory Board members are available on the
Linde website

The Supervisory Board appoints the Executive Board
and monitors and advises the Executive Board in the run-
ning of its business operations Executive Board decisions
that are of fundamental importance tothe Group require
the approval of the Supervisory Board Withregard to the
composition of the Executive Board, the Supervisory Board
considers diversity 1n addiion to the appropnate profes-
stonal qualifications of candidates It stoves in particular
to achieve a switable agerange and proper representa-
tion of women the appointments to the Executive Board
also take into account the nternational operations of The
Linde Group Professor DrBellonnis Italian, Mrlamba is an
Indian national and Mr Blades is from the uk

The Chairman of the Supervisory Board coordinates
the work of the plenary Supervisory Board and chairs its
meetings He s responsible for ensuring that resolutions
passed by the Superwisory Board and 1ts committees are
duly executed and he 1s authornised to 155ue the state-
ments on behalf of the Supervisory Board required to
implement the resolutions of the Supervisory Board and
its committees The Chauman of the Supervisory Board
maintains close contact with the Chairman of the Execu-
tive Board throughout the year, sharing information and
1deas
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Supervisory Board commuttees
The Supervisory Board has four committees, which do the
groundwork for the plenary Supervisory Board If it s
permitted by law and laid down in the procedural rules
of the Supervisory Board, decision-making powers may
n individual 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 Committee

The Standing Commitiee, which comprises three
shareholder representatives and two employee repre-
sentatives, advises the supervisory Board in particular on
the appointment and removal of members of the Execu-
tive Board and on decisions regarding the remuneration
system for the Executive Board, including the terms and
conditions of employment contracts, pension contracts
and any other contracts pertinent to the remuneration of
Executive Board members, and the total remuneration of
individual Executive Board members Maoreaver, the
standing Commuttee is responsible for appraving transac-
tions with Executive Board members and related parties,
as well as for approving other activiues of the Executive
Board members, especially the holding of positiens on
supervisory boards and comparable boards of business
entities that are not part of The Linde Group It also pro-
vides advice on long-term succession planning for the
Executive Board and reviews the efficiency of the work
of the supervisory Board on a reqular basis

The Audit Committee similarly comprises three share-
holder representatives and two employee representa-
tives It does the groundwaork for the decisions of the
Supervisory Board regarding the adoption of the annuat
financial statements and the approval of the Group finan-
ci1al statements, and makes arrangements with the audi-
tors tt supports the Supervisory Board 1n the execution
of 1ts supervisory duties and monitors, in particular, the
accounting process and the effectiveness of the internal
control system, nsk management system and internal
audit system, as well as the statutory audit 1t also deals
with complianceissues Moreover, it discusses the intenm
and half-year financial reports with the Executive Board
pnior to publicatton The Audit Committee also makes a
recommendation to the plenary Supervisory Board re-
garding the proposal for the election of the company’s
auditors The Chairman of the Audit Committee,
Dr Clemens Boisi1g, 1s an independent financial expert
with years of expertise in financial reporting and in inter-
nal control systems

The Nomination Committee comprises the Chairman of
the Supervisory Board, the Second Deputy Charrman of
the Supervisory Board and one other shareholder repre-
sentative it makes recommendations to the Supervisory
Board on proposed candidates for the election of share-
hotder representatives at the Annual General Meeting

The Mediation Committee, formed under the provi-
sions of the German Codetermination taw (MitbestG),
comprises the Chawrman of the Supervisory Board, the
Deputy Chairman of the Supervisory Board (elected by

the employee representatives on the Supervisory Board),
one sharehaolder representative and one employee rep-
resentative It makes suggestions to the Supervisory
Board regarding the appointment of Executive Board
members, 1f the required majority of two-thirds of the
votes cast by Supervisary Board members is not obtained
1n the first ballot

The Supervisory Board and 1ts committees pass reso-
lutions at meetings which are convened on a regular ba-
H

The names of those sititng on the Supervisary Board
and on the Supervisory Board committees when the fi-
nancial statements were being prepared are given on
—1 PAGE 6 AND 7 0F may be consulted on the Internet at
—1 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 2012 financial year is given 1n the Report of the
Supervisory Board on _ PAGES 8 70 13
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Additional corporate
governance information

Annual General Meeting

The shareholders assert the nnghts accorded to them by
the articles of association either before or during the An-
nual General Meeting Dy exercising thewr nght to vote
Each share entities the shareholder to one vote

The Annual General Meeting takes place within the
first stx months of each financial year Notice of the An-
nual General Meeting, together with the reports and
documents required by law for the meating, including the
annual report, 1s published, along with the agenda for the
meeting, the conditions governing participation, an over-
view of shareholder nghts, forms for voting by post, plus
shareholder counter-motions and noeminations, on the
Linde website in both German and tnglish, and 1s thus
easily accessible for shareholders Notice of the Annual
General Meeting and the associated documents may also
be transmitted electronically to shareholderss if they so
wish

sharehotders who are unable to attend the Annual
General Meeting or who leave the meeting before voting
has commenced have the option of exercising therr vote
through a proxy of their choice or a proxy appointed by
the company who then votes in accordance with their
instructions Proxy forms may also be submiited in elec-
tronic form Moreover, shareholders have the option of
casting their votes - without appointing a proxy - in wnt-
Ing or using electronic media {ballot by mail)

The Executive Board of Linde AG presents the annual
financial statements and Group finanaial statements for
approval at the Annual General Meeting The Annual Gen-
eral Meeting passes resolutions regarding the appropn-
ation of profits, the ratficatron of the acts of the Executive
Board and Supervisory Board, the appointment of the
auditors and generally also the election of sharehclder
representatives Decisions are also made at the Annual
General Meeting about changes to the articles of associ-
ation, capital measures and the authorsation to repur-
chase shares The meeting has the opportunity to approve
the remuneration system for Executive Board members
Once the Annual General Meeting has closed, the results
of the votes on each agenda item are published on the
company’s website without delay

Consequentral loss and abihty insurance

The company has taken out consequential loss and direc-
tors and officers hability insurance (0 &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 1s 10 percent of the claim, up to a figure
of one and a half times the fixed annual emoluments of
the Board member in question An appropriate retention
has been agreed for members of the Supervisory Board
In accordance with the recommendation set out in the
German Corporate Governance Code

Directors’ deahngs

Linde ac publishes without delay as stipulated by law
transactions subject to notification ynder § 15a of the
German Secunities Trading Law (WpHG}) which have been
executed by the persons named therewn, in particular
transactions carmed out by members of the executive
bodies of the company and related partres involving
shares in the company or related financial instruments
The transactions disclosed by Linde a6 in the past finan-
cial year can be accessed inthe annual document on the
company’s websile

Interests in shore copital

The total holdings of all the members of the Executive
Board and Supervisory Board in Linde a6 shares of related
financial instruments during the financaal year did not
exceed 1 percent of the shares issued by the company On
31 December 2012, Executve Board members held a total
of 270,000 shares and share options in Linde AG (0145 per-
cent of shares 1ssued), while Supervisory Board members
held a total of 4,500 shares and share options 10 Linde a6
(o 002 percent of shares 1ssued)

Remuneration of the Executive Board and
Supervisory Board

The remuneration report, which also includes information
about the share-based emoluments, can be found on
—s PAGES 21 70 32 Of this financial report

Commumications and stakeholder relations
Linde a6 complies with the legal requirement to treat all
its sharehalders equally Transparency plays an important
roie and the company always aims to provide sharehold-
ers and the public with comprehenstve, consistent and
up-to-date information Linde makes extensive use of the
Internet as a reporting tool

To keep shareholders and the general public informed
about key dates and publications, the company publishes
a financial calendar whichappears in its annual report, in
its intenm and half-year financiat reports and on the
Linde aG website Linde a6 publishes ad-hoc announce-
ments, press releases and notifiable secunties transac
trons (directars’ dealings) in the media specified by the
law and on 1ts webstte The company’s articles of associ-
ation are also avatlable on its website Four times in the
financral year, Linde reports to its shareholders on Its
business performance, the net assets, financial posiion
and results of operations of the Group, and any related
risks Linde provides information to the capital market
and to the public every quarter through analysts” confer-
ences and press conferences or 1n the form of teleconfer-
ences These concide with the publication of quarterly,
half-year and annual results Regular events where the
ceo and cro meet institutional investors and financial an-
alysts also ensure a regular exchange of informatron with
the financial markets The dates and locations of road-
shows and investors’ conferences are published on the
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Linde website The presentations given at these events
are also available to view on the website, which addition-
ally contains video and audio recordings of major events

Linde considers not only the interests of its sharehold-
ers but also the concerns of its 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 supphers, as well as trade associations and govern-
ment badies

Accounting, gudit and risk management
Linde aG prepatres Its Group financial statements and the
Group half-year financial report and intenm finanaiat re-
ports m accordance with International Financial Reporting
Standards (1Frs) as adopted by the European Union The
preparation of the statutory annual financial statements
of Linde AG, on which the dividend payment is based,
complies with German commercial iaw (HGB) The annual
financial statements and the Group financial statements
are prepared by the Executive Board, reviewed by the
Supervisory Board and audited by the auditors The audit
procedures are in accordance with German auditing reg-
ulations and German generally accepted standards for the
audit of financial statements promuligated by the Insttut
der Wirtschaftsprufer (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 identification of risks
The Audit Committee meets the Executive Board to dis-
cuss the interim and half-year financial reports in detail
pnor to publication

In May 2012, the Supervisory Board 1ssued the man-
date for the audit of the annual financial statements and
Group financial statements to kPmG A6 Wirtschaftspri-
fungsgesellschaft, Berlin, who had been appointed at the
Annual General Meeting as auditors of the annual finan-
cial statements and Group financal statements for the
year ended 31 December 2012 and had also been ap-
pointed to conduct audit reviews of the iterim and half-
year financial reports for the 2012 financial year The
auditors issued a detailed declaration confirming their
independence to the Audit Committee of the Supervisory
Board There were no conflicts of interest It was agreed
with the auditors that the Chairman of the Supervisory
Board and the Chairman of the Audit Committee would
be infermed immediately during the audit of any potential
reasons for the disqualification of the auditors or for their
lack of impartiality, unless these could be eliminated
without delay The auditors were obhiged to report imme-
diately all the significant audit findings and events arising
from the audit that have an impact on the dutres of the
supervisory 8oard The auditors have also undertaken to
inform the Supervisory Board if they discover facts in the
course of their audit which reveal any inaccuracies in the
company's declaration of comphance with the Code

Linde has reporting, monitoring and nisk management
systemsin place which are continually being updated and
adapted by the Executive Board tq take account of chang-
Ing arcumstances The internal Audit department requ-
larly reviews the nsk management system and internal
audit system to ensure that they are efficient and func-
tioningwell The auditors also assess the system in place
for the early 1dentification of rnisk and provide regqular
reports on their findings at a global level to the Executive
Board and Supervisory Board Additionally, the Audst
Committee suppokts the Supervisory Board in monitoring
the activities of executive management and also deals
with nsk management 1ssues in this context It recetves
regular reports from the Executive Board about nisk man-
agement, the risk position, and the 1dentification and
monitanng of risks

In additton, 1t 1s informed on a regular basis about
existing nsks and the evolution of those risks Moreover,
the Aydit Committee has agreed with the auditors that, If
necessary, they will report 19 the Committee any signifi-
cant weaknesses that they rdentify in the internal control
system o relation to the accounting process and in the
system for the early identification of nisks Further details
about nsk management in The Linde Group are provided
in the Risk report on _ paces &0 10 92 This includes the
report on the accounting-related internal control system
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REMUNERATION
REPORT

(PART OF THE GROUP MANAGEMENT
REPORT)

The remuneration report sets out the structure, basic fea-
tures and amount of the remuneration payable to mem-
bers of the Executive Board and Supervisory Board It
forms part of the Group management report and takes
account of the recommendations of the German Corporate
Governance Code The remuneration report also contains
the information which 1s legally required under the pro-
visions of the German Commercial Code (HeB) This infor-
mation s therefore not repeated in the Notes to the Group
financial statements

1 Remuneration of
the Executive Board

The full Supervisory Board 1s responsible for determining
the total emoluments of each individual member of the
Executive Board In line with the procedural rules of the
Supervisory Board, 1t 1s incumbent upon the Standing
Commuttee to do the groundwork so that the Supervisory
Board can pass resolutions relating to remuneration

In the 2041 financial year, the Supervisery Board de-
¢rded, at the suggestion of the Standing Committee, to
modify significant elements of the Executive Board remu-
neration system and structure The revised remueneration
system for members of the Executive Board, which 1s
described in more detail below, applies equally to all
members of the Executive Board from 1 January 2012 1t
was approved with 3 96 45 percent majornty at the 2012
Annual General Meeting of Linde Aktiengesellschaft

The amount and structure of the remuneration payable
1s based on the size and international reach of the Group,
its economic and financial situation, and its performance
and prospects, as well as on customary remuneration
practice among peers and the remuneration structure
which apphes elsewhere in the company To gauge cus-
tomary practice among peers, Linde compares its remu-
neration system with that of several other groups (0ax 30
companies, simifar German and international companies)

The emoluments also depend on the duties of each indi-
vidual member of the Executive Board, and cn his or her
personal performance and the performance of the Exec-
utive Board as a whole The remuneration is calculated
so that 1t 1s competitive at international level and gives
Board members an incentive to create sustainable per-
formance and growth in a dynamic environment in its
evaluation and weighting of varous cntena, the Super-
visory Board was advised by an independent externa!
expert on executive pay Inconnechionwith the introduc-
tion of the new remuneration system, the amounts of the
fixed cash emoluments and the variable remuneration
components were reviewed In turn and 1n some cases
revised
The remuneration system places particular emphasis on
sustatnable business development There 1s a significant
focus on multi-year remuneration components, whereby
payment of part of the vanable cash remuneration 1s
deferred Moreover, the remuneration of the Executive
Board membersis hnked tothe price of Linde shares, as a
result of the conversion of the deferred portion of the re-
muneration into virtual shares and the granting of along
Term Incentive Plan 1n the form of options to purchase
Linde shares (performance shares) and bonus shares
{matching shares) after compulsory personal investment
by the Executive Board member This will create a long-
term incentive to achieve a positive Group performance
The members of the Executive Board receive no remu-
neration for any Group offices held

Total emoluments
The remuneration system comprrses the following com-
ponents

— fixed monthly cash emgluments,

-+ benefits 1n kind/other benefits,

— vaniable cash emoluments, of which o percent shall
be pard immediately incash in the following year and
40 percent shall be converted into wirtual shares with
dividend entitlement and shall not be paid for at least
anather three years,

— a Long Term Incentive Plan, which provides for mul-
ti-year share-based remuneration wn the form of op-
tions to purchase shares (performance shares) and
bonus shares linked to personal investment by the
Executtve Board member (matching shares) and

— pensign commitments

Of these components, the fixed cash emoluments, the
benefits in kind/other benefits and the pension commut-
ment are not performance-related, while the variable
cash remuneration and the Long Term Incentive Plan are
perfermance-related

The regular target remuneration for a year, 1 e the
total of fixed cash emoluments, vanable cash emoluments
and entitiements under the Long Term Incentive Plan,
compnses the following targets for the performance-re-
lated entitlements
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— 25 percent fixed cash emoluments
— 30 percent one-year variable cash emoluments
— as percent multi-year vanable emoluments, of which
— around 50 percent virtual shares required to be
held for several years after the conversion of portions
of the variable cash emoluments
— around 50 percent share-based remuneration com-
ponents from the Long Term Incentive Plan, of which
— 8o percent performance shares
— 20 petcent matching shares

The relative weighting of fixed and vanable remuneration
components 1s therefore around 25 percent (fixed cash
emoluments) to around 75 percent {(vanable cash emoly-
ments, performance shares and matching shares), while
within the vanable remuneration components around
40 percent willbe deterrmined solely on a one-year basis
and around so percent on a multi-year basts As a result,
the remuneration system becomes highly perfor-
mance-related and determined principally on a multi-year
basis &5 percent of the vanable emoluments are directly
linked with performance indicators or long-term manage-
ment targets

Fixed cash emoluments
Each member of the Executive Board receives fixed
monthiy cash emoluments

Benefits in kind/Other benefits

Benefits in kind are also provided These are taxed on an
individual basis in accordance with the fiscal requlations
applicable in each case Generally, they comprise mainly
costs incurred to provide the monetary advantage of in-
surance benefits at normal market rates, company cars
and, it one case, the provision of secunty arrangements

Varigble cash emoluments
variable cash emoluments are based on two equal-
ly-weighted key ratios, return on capital employed (ROCE)
and the operating margin, based on the customary defi-
nitiens employed by the Group _ PAGES 42 AND 43 FOr
each of the two measurement factors, a minimum target
1s defined in the form of an ambitious long-term perfor-
mance hurdle If this hurdle 15 not reached in respect of
one of the measurement factors, the variable cash emol-
uments hinked to this factor are not paid If neither mini-
mum target is reached, there 1s no entitlement at all to
variable cash emoluments The amount of the vanable
cash emoluments based on reaching the roce and oper-
ating margin targets may be modified by an individual
performance companent

if the entitlement to variable cash remuneration 1s met
as a result of one or both targets being reached, so per-
cent of the vanable cash remuneration calculated on this
basis 15 pald in cash in the month in which the Annuat
General meeting at which the appropriation of profits is
decided takes place 4o percent of the variable cash re-

muneration 1s converted at this stage into virtual shares
and notpaid for at least a further three years

Measurement factors for

varioble cash emoluments

Group ROCE

The variable cash remuneration for atl the members of the
Executive Board s based on the Group roce achieved i
the financial year, to the extent that each member re-
cewves a fixed euro amount for each o1 percent of Group
ROCE achieved The vanable cash remuneration 15 only
paid If Group rocE exceeds or equals an ambitious mini-
mum return on capttal which has been defined (perfor-
mance hurdie}

Operating margin

The remuneration 1s based on the operating margin
achievedn the area for which the Executive Board mem-
ber 1s respansible The operating margin is calculated as
the ratio of operating profit (EBITDA, s GLoSSARY) tO rev-
enue Afixed euro amount is paid to each Board member
for eacho1 percent of operating margin achieved For the
Chief Executive Officer and the Chief Financial Officer, this
1s based on the operating margin of the Group, although
payment s only made If an ambitious minimum margen
denved from specific market conditions {performance
hurdle)ismet Forthose members of the Executive Board
responsible for operatians, the margin in the gases seg-
ments or Engineering Divisian for which he or she 1s re-
sponsible s relevant Payment 1s made here too onlyf
ambitious mimmum margins derived from specific market
conditions are met In addition, the Supervisory Board
may also attach additional conditions to the establish-
ment and the amount of the remuneration entitlement
linked to the operating margin These condittons should
be setnthe light of the prevailling market situation

Individual performance component

To reflect the persanal performance of Executive Board
members, the amounts calculated on the basis of the two
measurement factors (Group roce and the gperating mar-
gin) are multiplied using a performance multiplier The
Supervisory Board may exerctse 1ts discretion to reduce
or increase the amounts calculated as a result of the
achievement of one or both targets by up to 20 percent,
to take accaunt of the individual performance of the Ex-
ecutive 8oard member

Deferrg!

40 percent of the vanable cash remuneration 1s deferred
This portion of the remuneration is converted into virtual
shares to be held for a penod of at least three years The
virtual dwmdend entitlements ansing from the virtual
shares during the qualifying period are included in the
conversion 1nto cash once the qualifying period has
elapsed Once the thiee-year quahfying penod has ex-
pired, the virtual shares may be converted into a cash
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amount at any ime dunng the following two years, with
the exception of certain blocked periods The conversion
nto virtual shares of the amount to be deferred and the
conversion from virtual shares into the amount to be pard
are based on the average closing price of Linde shares on
the last s0 stock exchange trading days before the rele-
vant conversion date If there are exceptional circum-
stances, the Supervisory Board may limit wholly or in part
the actual payment at a later date of the deferred amount

Cap

For the 60 percent of vaniable cash emaluments based on
the achievement of one or bath targets which 1s payable
in cash, there 1s a cap of 250 percent of fixed cash emol-
uments For the remaining 40 percent of the variable cash
emoluments, an appropriate himit 1s set at the ime of the
conversion of this amount into virtual shares

Regular reviews

The Supervisory Board conducts regular reviews of the
targets set and the calibration of the vanable remunera-
tton, including the performance hurdles, in order to pre-
vent potential distortions it may also take into account
the specific smpact on both measurement factors (Group
rocE and the operating margin) of any investment or ac-
quisition projects

Share-based emofuments

Linde Management Incentive Programme 2002
Untt the 2006 financial year, members of the Executive
Board recerved a variable component with a long-term
incentive in the form of options granted every year, based
on the share option scheme approved at the Annual Gen-

ET OPHONS - LINDE MANAGEMENT INCENTIVE PROGRAMME 2002

eral Meeting In May 2002 This scheme {Linde Manage-
ment Incentive Programme 2002} apphied to members of
the Executive Board, members of the management boards
of affilated compamies and selected executives In 2006,
the last options were issued under this scheme In total,
12 mithon subscription rights were granted to members
of the Executive Board Each option confers the right to
subscribe to one share in Linde AG at the exercise price
The exercise price for acquinng one new share is 120 per-
cent of the base price The base price 1s the average clos-
ing price of Linde shares in Xetra trading on the Frank{urt
Stock Exchange over the last five trading days before the
1ssue date of the options The options were 1ssuedin five
annual tranches from 2002, each with a term of seven
years There was a two-year qualifying penod commenc-
ing on the issue date Duning the remarning five-year term,
the options can/could be exercised at any time, except
during blocked periods The seven-year term of the op-
tions in the 2005 tranche ended In July 2012

In the 2012 financial year, two tranches m the scheme
were valuable and exercisable The exercise prices of the
two tranches varied between Eur 64 88 and Eur 8176 The
Supervisory Board determined the options to be aliocated
to members of the Executive Board and, for other emplay-
ees entitled to options, the Executive Board decided on
the allocations, with the approval of the Supervisory
Board with effect irom the 2004 tranche, the Supervisory
Board can decide to restrici the exercise of options issued
to members of the Executive Board if there are excep-
tional unforeseen movements in the Linde share price

Movements in the options 1ssued tg the current mem-
bers of the Executive Board under the Linde Management
incentive Programme 2002 were as follows

At 1 January

Exercised in the financial year

At 31 December

Werghted
weighted weighted agverage weighted Weighted
gverage everage  shore price Ronge of averoge average
exercise exercise gt exercise exercise exerqise remaiming
price price dote prices price fife
1 unis me€ wunis in€ in€ nunits n€ me in years
Professor Or

waolfgang Reatzle 2012 65,000 8176 65,000 817¢ 122 56 - - ~ -
{Chairman) 20n 130,000 8176 65,000 8176 12593 65,000 8176 B176 13
Professor Or 2012 40,000 8176 40,000 8176 12213 - - - -
Aldo Bellom 2011 40,000 8175 - = - 40,000 8176 8176 13
2012 15,000 8176 15,000 8176 123 35 - - - -
Georg Denoke 201 25,000 7501 10,000 64 88 0 41 15,000 8176 8176 13

2012 320,000 120,000 -

TOTAL 2011 195,000 75,000 120,000

Duning the 2011 and 2012 finanaial years, none of the op-
tions held by the Executive Board under the Linde Man-
agement Incentive Pragramme 2002 expired or were
forferted As at the balance sheet date, the members of
the Executive Board had exercised all the options in this
scheme Sanpv Lamba (a member of the Executive 8oard
from 9 March 2011) and Thomas Blades (a member of the

Executive Board from 8 March 2012) are not participants
in this scheme as they joined The Linde Group after the
last tranche of options had been 1ssued

Further information about the Linde Management in-
centive Programme 2002 15 given In _s No7E [28] of the
Notes to the Group financial statements
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Linde Performance Share Programme 2007

It was resplved at the Annual Genera! Meeting on
s June 2007 to introduce a new long-term incentive
scheme (Linde Performance Share Programme 2007)
which would cover a five-year pentod Partiaipants in the
scheme were to include not only members of the Execu-
tive Board, but also selected executives (members of the
management board of Linde AG group compames, as well
as selected executives of Linde AG and its group compa-
nies} The options could be issued in five annual tranches,
in each case within a penod of twelve weeks following
the company’s Annual General Meeting The Supervisory
Board determined the allgcation of options to members
of the Executive Board, while the Executive Board deter-
mined the allocation for lower tiers of management Op-
tions were granted to members of the Executive Board
for a particular value The number of options to be 1ssued
to a member of the Executive Board was determmed on
the basis of the faw value per option according to an ac-
tuanial report at the grant date The term of the options
1s calculated as thiee years, two months and two weeks
from the 1ssue date The opticns in a tranche are exercis-
able once a vesting penod of three years from the date
of 1ssue has expired, over a penod of four weeks, if and
to the extent that certain performance targets are met
Each ocpuon confers the rnight to purchase one share in
Linde aG at the exercise price, which 1s equivalent in each
case to the lowest issue price, currently Eur 2 56

=2 OPTIGNS - LINDE PERFORMANCE SHARE PROGRAMME 2007

The performance targets for each individual tranche are
based on conditions laid down at the Annual General
Meeting and on movements in earnings per share, abso-
lute total shareholder return and relative tatal share-
holder return Within each of these performance targets,
there1s a minimum target which must be reached if op-
tions are to be exercisable, and a stretch target If the
stretch target 1s reached, all the options become exercis-
able based on the weighting attached to that particular
performance target If there are exceptional unforeseen
maovements in the Linde share price, the Supervisory
Board can restrict in whale or in part the volume or extent
of options granted to members of the Executive Board At
the Annual General Meeting, 1t was resolved that mem-
bers of the Executtve Board would be subject to a two-
year holding pernod for 25 percent of the shares issved

In the 2011 financial year, the final tranche of options
under the Linde Performance Share Programme 2007 was
allocated

At the end of May 2012, the vesting perniod for the third
tranche of this programme ended 100 percent of the op-
tions in this third tranche were exercisable as all thiee
performance targets were reached In 2011, 88 percent of
the options in the second tranche were exercisable

Maovements in the options 1ssued to members of the
Executive Board under the Linde Performance Share Pro-
gramme 2007 were as follows

Granted i the

Exercised in the

Farfeited in
the finoncial

At T January financial year financial year yeer At 31 December
Weghted

gverage share werghted
price gt average
exercise date remaining fife
n units in unils n units in € 10 uats n units n years
Professor Dr Wolfgang Reitzle 2012 127175 - 58,754 12213 - 68,421 08
(Chairman) 201 134,732 29,389 32,512 115 85 4,434 127,175 12
2012 42,392 - 19,585 12309 - 22,807 o8
Professor Dr Aido Bellont 2011 44,911 9,796 10,837 115 85 1,478 42,392 12
2012 42,392 - 19,585 12213 - 22,807 08
Georg Denoke 2011 44,911 9,796 10,837 115 85 1,478 42,392 12
Sanjiv Lamba 2012 14,685 - 2,938' 11740 - 11,747¢ 13
(from ¢ March 2011) 2011 - 9,796 1,942" 11503 265" 14,6857 19

2012 226,644° - 100 8621 - 125,782

TOTAL 2011 269,465’ 68,573’ 66 965 51,5253 226,644

* Options granted to Sanjlv Lamba (member of the Executive Board from » March 2011) as an executive ol The Linde Group

1 including options granted to Sanjiv Lamba (member of the Executive Board fiom ¢ March 2011} as an executive of The Linde Graup

? This Includes the pptions of ] Kent Masters {member of the Executive Board untlf 30 September 2011} The dual amounts were disclosed In the 20n Financial Repest On the retlvement of ) Kent Masters
from the Executive Board as at 30 September 2011, 42 870 options not yet exercised were forfeited

The exercise pnice of all the options 15 currently euRr 2 56
each In the 2011 and 2012 financial years, none of the
options held by the Executive Board under the Linde Per-
formance Share Programme 2007 expired Ail the options
held at 31 December 2012 were not yet exercisable
Thomas Blades (a member of the Executive Board from

8 March 2012) 1s not a participant in this scheme as he
joined The Linde Group after the last tranche had been
1ssued

Further information about the value of the options,
and about the structure, condrtions and, in particuiar, per-
formance targets of the scheme 1s given in _ vore f28] of
the Notes to the Group financial statements



25

LINDE FINANCIAL REPORT 2012

Long Term Incentive Plan 2012

It was resolved 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 Long Term Incentive Plan 2012 (L1ip
2012) Like the Linde Performance Share Programme 2007,
this scheme provides for the granting of options to pur-
chase performance shares A new element inthis scheme
1s that 1n order to participate in the scheme, Executive
Board members and selected executives are required to
make a compulsory personal investment in shares of the
company at the beginmng of the scheme For each share
acquired by a scheme participant as a personal invest-
ment and held by the participant throughout the quahfy-
wng period, one matching share 1s granted at the end of
the qualifying pertod, if certain conditions are met The
members of the Executive Board are granted options and
rights to matching shares in return for a specified sum
The number of shares to be allocated to each member of
the Executive Board s determined on the basis of the fair
value per option or per right to a matching share accord-
ing to an actuanal report at the grant date 8o percent of
the remuneration which may be earned as a result of
participating in the L1ip 2012 1f the target 1s reached re-
lates to perfermance shares and 20 percent to matching
shares The company has the option of making a payment
in cash to the scheme participants instead of 1ssuing per-
formance shares and/cr matching shares The first
tranche under LTIP 2012 was issued following the 2012
Annual General Meeting In exceptional circumstances,
the Supervisory Board may restrict in terms of content, in
part orn full, the nghts granted to the executive bodes

Options to purchase performance shares

The plan participants are granted a certain number of
options in various annual tranches The Supervisory Board

determines the ailocation of options to members of the

Executive Board Each aption confers the right to pur-
chase one share in Linde a6 (performance shares) if cer-
tain targets are met at the exercise price, which 1s equiv-
alentin each case to the lowest issue price, currently Eur

2 s6 The options in each tranche may be 1ssued over a

period of five years If the conditions required for the
exercise of the options are met, they may first be exer-
ased once a four-year qualifying penod calculated from

the 1ssue date has expired (the performance period} Op-
trons may only be exeraised iIf cestain performance tar-
gets are reached, which are based on movements in

earnings per share and relative total shareholder return

Equal weighting 15 given to these two performance tar-
gets in terms of the total options allocated Within each
of these performance targets, a minimum target must be
reached if the options n a particular tranche are to be-
come exercisable, and there is also a stretch target If the
stretch target for one of these performance targets 1s
reached, all the options relating to that performance tar-
get in that particular tranche become exercisable If the
mimimum target within a performance target 1s reached,

12 5 percent of all the options in the relevant tranche may
be exercised and the plan participant receives a corre-
sponding number of performance shares on payment of
the lowest 1ssue price per share If the ielevant stretch

target 1s reached, so percent of all the options to perfor-
mance shares in the relevant tranche may be exercised

If the miumum target 1s exceeded, but the stretch target

1s not reached, the number of options that may be exer-
ased s dependent on the percentage by which the mun-
imum target 1s exceeded

Personal investment and matching shares
The number of Linde shares which must be purchased as
a personal iInvestment s determined by the Supervisory
Board for each member of the Executve Board and cor-
responds to 20 percent of the target remuneration which
may be earned by participating 1n the LTIP 2012 For each
Linde share acquired by a scheme participant as a per-
sonal investment and held by the participant throughout
the qualifying penod for options, ene matching share 1n
Linde AG I1s granied at no cost to the participant Condi-
tions which apply to the granting of matching shares in-
clude apersonalinvestment In shares of the company by
the scheme participant at the appropriate time, the yn-
restricted holding of such shares dunng the quahfying
period and the existence of a service contract at the end
of the qualifying period in respect of which no notice has
been given

Movement in the options and rights to matching
shares 1ssued to members of the Executive Board under
the Long Term Incentive Pian 2012 were as follows
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E3 OPTIONS, MATCHING SHARES - LONG TERM INCENTIVE PLAN 2012

Oplions Mgtching Shares
At 31 Al 31
At t joenuary  Granted in the December At T Januery  Granted in the December
2012 finoncial year 2012 2012 financial year 2012
in umts n unils inunits 0 umts in umts iy units
Professor Dr wolfgang Reitzle
(Chairman} - 25,258 25,258 - 2,746 2,746
Professor Dr Aldo Bellomi - 8,419 8,419 - 915 915
Themas Blades
(from 8 March 2012) - 8,419 8,419 - 915 915
Georg Denoke - 8,419 8,419 - 915 915
Sanjiv Lamba - 8,419 8,419 - 915 9215
TOTAL - 58,934 58,934 - 6,406 6,406

All the options held at 31 December 2012 were not yet
exercisable The exerctse price of all the options ts cur-
rently eur 2 56 each Duning the reporting period, none
of the options heid by the Executive Board expired or
were forfeited matching shares were not allocated The
weighted average remaining term of the options and
nghts to matching shares 1s 3 6 years

To meet the conditions for particpation in the Long
Term incentive Plan 2012, Professor Dr Wolfgang Reitzle
made a personal investment in 2012 of 2,746 sharesin the
company and the other members of the Executive Board
each made a personal investment of $15 shares in the
company

Further information about the value of the options,
and about the structure, conditions and, in particular, per-
formance targets of the scheme 1s given 1n - wo7e [25] of
the Notes to the Group financial statements

information about the rules which apply in the event
of a change in controf I1s given on . PAGES 94 T0 96 IN the
Group management report (Disclosures in accordance
with § 315 (4) of the German Commercial Code)

Total cost of share-based emoluments

The total cost of share-based emoluments in 2012 was
EUR 22 m (2017 EurR 30 M) Ouring the financial year, the
following cost was recognised in respect of share-based
payment instruments held by members of the Executive

Board

E4 (0ST OF SHARE-BASED PAYMENTS

ne 2012 2011
Professor Or wolfgang Rettzle

{Chairman) 1,746,305 | 2,627,017
Professor Or Aldo Bellon 582,098 875,680
Thomas Blades

{from 8 March z012) 62,508 -
Georg Denoke 582,098 875,680
Sanpv Lamba

{from 9 March 2011) 282,071 216,949
TOTAL 3,255,080 | 4,698,279

" intluding the cost of share based payments granted to Sanjiv Lamba (membes af
the Executive 80ard from 9 march 2011) as an exedutive of The Linde Group

t This includes the cost of share-based payments felating to) Kent Masters (member
of the Executive Board untll ac Seplember zo11) of Euw 10z #53 On the retirement of
] Kent Masters Brem the Executive Board as at 30 Seplember 2011 oplions nat yet

exercised were foriened
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Pension commitments
For members joining the Executive Beard of the company
on or after 1 January 22, a defined contrnibution pension
scheme was intraduced n the form of a direct commut-
ment, whrch will provide benefits in the form of old age
pensions, disability pensions and surviving dependants’
pensions For new members, the annual contnibutions
made by the company durning the penod of employment
will be as percent of the fixed cash emoluments (and
therefore around 11 percent of the target emaluments)
After 15 years of contnibutions, a target pension level of
around s0 percent of the final fixed cash emoluments
would be achieved as an old age pension The capital 1s
invested with an external prowvider The pension commit-
ment Is designed to be stmilar to the Linde Pension Plan
(Linde Vorsorgeplan) for employees Insolvency insurance
is provided as a result of the integration of the pension
commitments into the existing Contractuat Trust Arrange-
ment {CTA) The contnbutions participate in the perfor-
mance of the c1a and also participate generally without
restrichion in potential ¢1a surpluses The model provides
for guaranteed minimum interest of 3 percent plus any
overperformance The reqular old age pension s payable
from the age of 65, and 1n the case of early retirement
from the age of 62 The employers’ contributions are le-
gally nen-forfeitable i accordance with the German Com-
pany Pension Law {BetravG) When the benefits fall due,
the Executive Board member is entitled to the account
balance inclusive of guaranteed interest In the case of
death or disability, 1n principle a minimum benefit s pay-
able for a period of service on the 8oard 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 t0 2 maximum age of 65)
Those entitled to the full pension account are, firstly, the
widow, widower or civil partner of the Executive Board
member and, secondly, orphans of the Executive Board
member in the event that widow, widower orf aivil partner
survives the deceased

The pension payable 15 calculated on the basis of the
mortality tables and nterest rates which are valid when
the pension is drawn In all cases, the Executive Board
member may choose to have his or her pension paid in
one of three ways

— as a lump sum,

- 1n five 1o ten annual instalments with the payment of
interest (depending on the term) until the payments
are due,

— 1n the form of pension payments for life including an
annual increase of 1 percent per annum

On request and with the Group’s agreement, the Execu-
tive Board member may opt for other payment varants

Pension commitments for members of the Executive
Board who were already on the Board at 1)anuary 2012
are set out i indmvidual contracts The pension s based
on a particular percentage of the most recently paid fixed
monthly emolumenis The percentage rate on entry is
20 percent This percentage increases for every year of
service completed by the member of the Executive Board
by 2 percentage points The maximum percentage that
can be achieved 15 50 percent of the fast fixed monthly
emoluments paid For pension commitments agreed be-
fore 1 July 2002, the percentage rate on entry was 4o per-
cent and the maximum percentage that coukd be achieved
was 60 percent Payments are made on a monthly basis
once the member has retired from the Group and is eligi-
ble for tus or her pension {old age pension from the age
of 65, pension for medical disabihity or incapacity for work
and surviving dependants’ pension in the event of death)
Widowed spouses recetve 6 percent of the pension of
the deceased member of the Executive Board The com-
mitments aiso include benefits for any orphans or chil-
dren who have fost one parent Each child entitled to
maintenance receves 10 percent (in the case of children
who have lost one parent) up to @ maximum of 25 percent
{(in the case of orphans) of the pension of the contracting
party, generally until his or her 18th year, although main-
tenance 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 hmited in
total to half of the pension to which the contracting party
was entitled The total maintenance payments to surviv-
ing dependants must not exceed the full amount of the
pension of the contracting party Current pensions are
adjusted annually to take account of the change in the
consumer price index for private households based on
information provided by the German Statistical Office If
a member of the Executive Board has reached the age of
ss and completed ten years of service on the Executive
Board, and his or her employment contract is terminated
early by the Supervisory Board or hus or her term of office
15 not extended for reasons beyond the control of the
member of the Executive Board, he or she would imme-
diately receive the pension earned, taking into account
other income [f, however, an Executive Board member
has not completed ten years of service on the Board or f
the employment contract 1s terminated before he or she
reaches the age of s5, he or she acquires entitlement by
law {0 3 pension as a supplement to the occupational
pension 1n the amount specified by law, provided the Ex-
ecutive Board member was employed by the company for
a mintmum pernied of three consecutive years
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Emoluments of the Executive Board for 2012

The total cash remuneration for members of the Executive
Board for performing their duties at Linde AG and its sub-
sidiaries 1n 2012 was EUR 13,188,329 (2011 EUR 11,785,161)
Of this amount, EUR 3,858,540 {2011 EUR 4,266,645) related
to fixed remuneration components which are not perfor-
mance-refated and EUR 9,329,789 (2011 EUR 7,518,516) fe-
lated to variable short-term or long-term performance-re-
lated remuneration components The measurement of
benefits in kind and other benefits was based on their
value for tax purposes In accordance with the changes
to the remuneration system agreed by the Supervisory
Board with effect from 1)anuary 2012, 60 percent of the
varniable cash emoluments (Eur 5,597,873) will be pard In
2013, while 40 percent of the variable cash emofuments
(EUR 3,731,916) will be converted into virtual shares which
are subject to a three-year holding period, thereby be-
coming a new long-term remuneration component For
the conversion wnto virtual shares, the price used 1s
the average closing price of Linde shares in the Xetra
trading system on the Frankfurt Stock Exchange on the

E5 TOTAL REMUNERATION FOR MEMBERS OF THE EXECUTIVE BOARD

last 60 stock exchange trading days before 31 Decem-
ber 2012 This average price was gUR 131 62 The amount
patd out ance the qualifying period has expired depends
on movements in the price of Linde shares The total re-
muneration of the members of the Executive Board was
EUR 16,688,205 (2011 EUR 14,785,140) Included In the total
remuneration are options and rights to matching shares
which were granted to members of the Executive Board
under the terms of the Long Term Incentive Plan 2012 In
each case, the options and matching shares are shown
at their value on allocation In the 2012 financial year,
members of the Executive Board were granted a total of
58,934 (2011 68,573} options with a value on allocation of
EUR 4751 (2011 EUR 51 04} per opltion and 6,406 nights to
matchmng shares with a value on allocation of Eur 109 26
per matching share

Subject to the approval of the annuat financial state-
ments of Linde AG for the year ended 3t December 2042,
the emoluments for the individual members of the Exec-
utive Board for 2012 are as follows

Cosh emoluments Long Term incentive Plan Pensions
Matching
Options shares
Annuval
amount if
Benelils penasion
Fixed akind/ Total cash Value on Value on were pard  Service cost
emalu- other emolu- the gront  the gront Tota! onbalance nfingnaal
ments  benefits variable emoluments ments’ date dote emoluments sheet dote year!
short term’  fong-term?
in € (6096} (40%)
Professor
DrWolfgang
Rertzle 2012 1,250,000 312,746 | 2,482,620 1,655,080 5,420,446| 1,200,008 300,028| 6,920,482 750,000 864,795
(Chairman) zo1r| 1,960,000] 111,191 | 3,281,250 -1 5,352,441| 1,500,015 -1 6,852,456 556,800 835,960
professor Dr 2032 780,000 46,133 | 1,086,900 724,600| 2,637.633 395,987 99,973 3,137,593 324,000 111,628
Aldo Bellom 2011 720,000 41,630 1,656,050 -| 2,417,680 499,988 -| 2,917.668 288,000 106,394
Thomas Blades 2012 488,636 60,697 613,685 409,124 | 1,572,142 399,987 99,973 2,072,102 - 289,637
(from 8 03 2012) 2011 - - - - - - - - _ _
Georg Dencke 2012 640,000 26,268 816,288 544,192 2,026,748 396,987 99,973 2,526,708 159,840 117,423
2011 564,000 22,503 | 1,226,500 -] 1,813,003 499,988 -1 2,312,991 138,720 112,981
Sanjiv Lamba 2012 525,000 9,060 598,380 398,920( 1,531,360 399,987 99,9731 2,031,320 73,920 114,753
(from 5 03 2011) 2611 321,391 452 456,154 - 777,997 499,988 -1 1,277,985 55,200 -
TOTAL 2012 | 3,683,636 174904} 5,597,873 | 3,731,916| 13,188,329 | 2,799,956 699,920{ 16,688,205 1,498,236
"% 22 1 34 22 79 17 4 100
TOTAL 2011 4,069,391% 197,254% 7,518,516% =1 11,785,361 2,999,57% -1 14,785,140" 1,264,518
nw 28 1 51 - 80 20 - 100

" From 2012, 6o percent of the variable cash remuneration is paid directly in the year following the balance sheet date

2 From 2012, 40 peicent of the variable cash remuneration is converted as at the balance sheet date into virtyal shates with dividend entitlement and not paid for at least anothes three
years The amounts pald in each case are dependent on movements in the Linde share price

* No pastservice cost arose in the 2042 or 2011 financial years

+ This includes the emaluments/service cost recognised of | Kent Masters up to 30 September 20n, the date of his retirement from the Executive Board (total cash emaluments/total
emoluments of EUR 1,424,040, service cost of fUR 209,133) No cost has arisen tor the company or the Group as a result of the options granted to him in the zon tinanclal year All the
options granted te him which had not yet been exercised were forfeited on his rehrement
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The remuneration table reflects the change in remuner-
ation structure which took effect from1 January 2012 and
a different presentation compared with that ia the 2011
Financial Report 1n connection with the introduction of
the new remuneration system, the Supervisory Board also
reviewed the level of fixed cash emoluments and the
varnable remuneration components, as well as the pen-
sion entitlements of Professar Or Wolfgang Reitzle, bring-
ing some of these elements more into line with market
practice When comparing the figures for 2012 and 2011,
the appointment of Mr Thomas Blades on 8 March 2012
should be taken into account In the 2011 financial year,
the figures include total cash emoluments/total emoly-
ments of EUR 1,424,040 In respect of Mr) Kent Masters,
who stood down from the Executive Board on 30 Septem-
ber 20m

In 2012, the service cost for pension obhgations in ac-
cordance with IFRS was EUR 1,498,236 (2011 1 264 518 EUR),
while the figure tn accordance with the German Commer-
cal Code (HGB) was EUR 1,330,199 (2011 EUR 1,190,749) Al
the balance sheet date, the present value for accounting
purposes of pension commitments accruing to the di-
vidual Executive Board members was as follows Profes-
sor Dr wolfgang Reitzle EUR 16,847,344 (2011 EUR 10,052,467)
(Group), EUR 12,699,877 (2011 EUR 9,374,072) {Linde AG),
Professor Or Aldo Belloni EuR 5,329,415 (2011 EUR 3,803,260)
{Group), EUR 4,176,945 {2011 EUR 3,573,757) (Linde Ag),
Thomas Blades Eur 2,388,879 (Gioup), EUR 2,049,567
(Linde aG), Georg Denoke EUR 4,483,999 (2011 EUR 2,525,115}
{Group), EUR 2,547,025 (2011 EUR 2,209,171) (Linde AG),
Sanjiv Lamba EUR 3,223,287 (2011 EUR 1,600,072) (Group),
EUR 1,829,690 (2011 EUR 1,398,169) (Linde AG) The change
in the present value of the pension commitments is the
result of the unwinding of interest of entitlements acquired
In previous years and actuarial losses from changes in
Interest rates, holdings and mortality tables

Other remuneration-related arrangements
The Supervisory Board has the nght, atits own discretion,
to award a special payment to an Executive Board mem-
ber for exceptional performance

Benefits in the event of termination of a
contract
In the event that they are not reappointed between the
ages of 55 and 63 for reasons beyond their control, Exec-
utive Board members Georg Dencke and San)iv Lamba
witl recetve 1n accordance with their existing contracts a
lump sum severance payment of so percent of their an-
nual cash remuneration (fixed emcluments and that por-
tion of the vanable cash emoluments which is to be paid
in cash (1 e s0 percent)) for the last full financial year
before the termtnation of therr employment

In compltance with the German Corporate Governance
Code, all cantracts with members of the Executive Board
include the following provision In the event of the early
termination of the employment contract of 3 member of
the Executive Board without due cause for that termina-

tion, his or her severance paywill be capped at twice the
annual cash emoluments {fixed emoluments and that
portion of the vanable cash emoluments which 1s to be
paidincash (1 e s0 percent)) The calculation s based on
the annual cash emoluments for the last full financial year
prtor to the remaval of the member from the Executive
Board If the annual cash emeluments of the member of
the Executive Board for the financial year in which his or
her employment 15 termimaied are hikely to be sigmifi-
cantly higher or lower than the annual cash emoluments
for the last full financial year, the Supervisory Board may
at its discretion make an adjustment to the calculation of
the annual cash emoluments 1f the oniginal remaining
term of the employment contract was less than two years,
the severance pay would be calculated pro rata For the
peniod on the basis of which the severance pay 15 deter-
mined, the members of the Executive Board receive no
pension payments

If Linde AG 15 acquired by another company and there
1s a change of control, and an employment contract 15
termtnated within nine months of that date by mutual
consent or as aresult of afallure Lo renew the contract at
the appropriate time or as a result of the resignation of
the Executive Board member due to has or her position on
the Board being unduly compromised by the takeover,
members of the Executive Board have an entitlement to
benefits based on their contractual cash emoluments but
limited in extent However, the burden of proof is on the
member of the Executive Board to demonstrate the actual
circumstances as a result of which his or her position has
been unduly compromised

The recommendation of the German Corporate Gov-
ernance Code relating to severance caps in the event of
a change of control 1s also being followed In accordance
with the Code, all Executive Board contracts provide for
severance pay In the event of 3 member retiring early
from the Board due to a change in control equivalent to
the amount payable in the event of early retirement from
the Board without cause under any other circumstances
Mareover, the Executive Board member would receive
additional compensation equivalent to hus or her annual
cash emoluments (fixed emoluments and that portion of
the vanable cash emoluments which 15 to be paid in cash
(1 e 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 sz or had already
reached the age of 63 when the employment contract
ended If the member of the Executive Board receives
benefits on the occasion of or In connection with the ac-
quisition by a majornity shareholder, a controlling company
or another legal entity, these are takeninto account when
the compensation and severance pay benefits are calcu-
lated The pension entitlement 1s determined i accord-
ance with the rules for the early termination of an em-
ployment contract without cause
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If the employment contract of a member of the Executive
Board 1s terminated with due cause, no payments are
made to the Board member

Executive Board members are generally bound by a
restraint clause for a period of two years following the
termination of their contracts By way of compensation,
the company undertakes to pay former Board members
an amount equivalent to 5o percent of therr fixed emoiu-
ments during the penod of restraint The compensation
quahfies in full for pension benefits

If the member of the Executive Board leaves the com-
pany’s service as a result of death or disability, he or she
or his or her hexs are entitied to the fixed monthly emol-
uments for the month in which the employment contract
ended, and for the following s1x months Moregver, he or
she or his or her heirs are entitled to that proportion of
the varntable 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 1s paid in
cash

Loans and advances
During the financial year, ne 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 surviv-
g dependants received total emoluments of
EUR 2,907,672 In the 2012 hinancial year (2011 EUR 2,841,716)
A provision of EUR 39,260,114 (2011 EUR 36,903,317) has
been made in the Group financial statements for current
pensions and future pension benefits in respect of former
members of the Executive Board and their surviving de-
pendants In the annual financial statements of Linde ag,
a provision of EUR 33,390,728 (2011 EUR 35,003,558) was
made The differences in the amounts disclosed are at-
tributable to different accounting parameters being used
to calculate the figures in the Group financial statements
and the annual financial statements

2 Remuneration of
the Supervisory Board

The remuneration of the Supervisory Board was deter-
mined atthe Annual General Meeting based on a proposal
from the Executive Board and Supervisory Board and 1s
governed by Article 11 of the articles of asscciation

The emoluments comprise two components a fixed
component and a vanable one which 1s dependent on the
Group’s performance Part of the vaniable component de-
pends onthe dividend Another partis linked to the return
on capital employed (Roce) for The Linde Group In the
relevant financtal year

Fixed emofuments

Each member of the Supervisory Board receives annual
fixed emoluments of Eur 50,000, paid at the end of the
financial year

Variable emoluments
The first part of the variable remuneration for each mem-
ber of the Supervisory Board 15 Eur 300 for each EUR 0 01
by which the dividend declared at the annual General
Meeting exceeds a dividend of eur © 50 per share with
full dividend enutlement distributed to the shareholders
The second part of the vanable remuneration 1s Eur 450
for each 01 percent by which the return on capital em-
ployed (roce) of The Linde Group exceeds the rate of
7 percent in the relevant financial year rOCE 15 deter-
mined onthe basis of information in the relevant avdited
Group financial statements in accordance with 1Frs and
the articles of association In 2012, rOCE calculated n this
way was 11 5 percent (2011 13 0 percent)

The vaniable remuneration is paid on the day after the
Annual General Meeting which determines the appropr-
ation of the profits

Emoluments of the Chairmen, Deputy Chair-
men and committee members

The Chairman of the Supervisory Board receives three
times the fixed and variable emofuments, while each
Deputy Chairman and each member of the Standing Com-
mittee receives one and a half times the amount The
Chairman of the Audit Committee receives an additional
£UR 40,000 and every other member of the Audit Commit-
tee an additional eur 20,000 However, if a member of the
Supervisory Board holds several offices at the same time
which pay a higher level of remuneration, he or she only
recervesthe remuneration for the office which 1s the most
highly paid

Attendonce fees

The company pays members of the Supervisory Board an
attendance fee of cur 500 every time they attend a Su-
pervisory Board meeting of committee meeting This
amount remains unchanged if several meetings take
place on the same day
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VAT and reimbursement of expenses

Linde AG reimburses members of the Supervisory Board
for any necessary expenses incurred and for vat on therr
emoluments

Emoluments of the Supervisory Board for 2012
Based on a dividend of EUR 2 70 (2011 EUR 2 50) per share
entitled to dwidend and adjusted roce for The Linde Group
of 11 5 percent (2011 13 0 percent), the total emoluments
of the Supervisory Board (fixed emoluments, variable

Eé EMOLUMENTS OF THE SUPERVISQRY BOARD

emoluments and attendance fees) amounted to
EUR 2,273,972 (2011 EUR 2,294,493) plus vaT of EUR 432,055
(2011 EUR 435,954) Of the total emoluments, EURr 855,219
(2011 EUR 859,754) related to fixed emoluments and
EUR 1,371,753 {201 EUR 1,392,239) to vanable emoluments
The total expendsture on attendance fees was EUR 47,000
{2011 EUR 42,500)

The individual members of the Supervisory Board re-
ceived the amounts listed in the following table

fmoluments
forsuting on
Fixed Varigble Audit Attendance fotal
mne€ emoluments emoluments tommitiee fees emoluments’
br Manfred schneider 2072 $50,000 258,750 - 6,000 414,750
(Chairman) 2011 150,000 261,000 - 6,000 417,000
Hans-Diater Katte? 20012 75,000 129,375 - 6,000 210,375
(_{lgggl_y Chairman) _z2on 75,000 130,500 - 5,000 211,500
Michael Diekmann 2012 75,000 129,375 - 4,000 208,375
{Second Deputy Chairman) 201 75000 130,500 - 3,000 208,500
Professor Dr Ann-Knstin Achletner 2012 50,000 86,250 20,000 4,500 160,750
(from12 05 20m) _ 2o 32,058 55776 lzﬁ,;_gf 2,500 102,715
Or Clemens Baesig 2012 50,000 86,250 40,000 4,500 180,750
R o 2011 50,000 87.000] 40,000 4,500 181,500
Anke Couturier (from 6 12 2012) 2012 3,552 6,128 - 500 10,180
_ ELLL z ) o e e— =
Gernot Hah!? 2012 75,000 129,375 - 6,000 210,375
o o 2011 75,000 130,500 - 6,000 211,500
Thilo Kdmmerer® 2012 50,000 86,250 - 2,500 138,750
_ 20n 50,000] 87,000 -l 2,000 139,000
Matthew F € Mizu 2012 50,000 86,250 - 2,000 138,250
o L 2011 50,000 87000 -l 1,500 138,500
Klaus-Peter muller 2612 75,000 129,375 - 4,000 208,375
L 2017| 75,000 130,500 - 3,000 208,500
Jens Riedel? 2612 50,000 86,250 - 2,500 138,750
B _ 2011 50,000 87,000| - 2,000 135,000
Xaver Schmedt? 2012 50,000 86,250 - 2,500 138,750
2011 50,000 87,000 - 2,000 139,000
Josef Schregle (untih 31 10 2012) 2012 41,667 71,875 - 2,000 115,542
20n 50,000 87,000 - 2,000 139,000
TOTAL 2012 795,219 1,371,753 60,000 47,000 2,273,972
n¥% 35 60 3 2 100
TOTAL 20m1 800,137* 1,392,239* 59,617" 42,500 2,294,493*
n % 34 61 3 2 100
* Amounts exclyding vat
? Member of the Audil Committee from 20 May 20m
1 The employee representatives have declded 10 larward their remuneration to the Hans Bockler Faundation in d with the guidelines of the Canfed loa of German

Trade Unions

* This Includes the emalurments of Supervisory Board member Or Beizen who retired from the Supervisory Board en 12 May 2on1 fued emoluments of EUR 18,082 vanable
$ of EUR 1 442, | ts Joi sittlng on the Audit Committee 0f EUR 7 233 attendance (ees of eur 2 000 which gives total emoluments of tur s8 773

Loans and advances
At 31 December 2012, there were no loans or advances to
members of the Supervisory Board
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3 Evolution of the system of
remuneration for members of
the Supervisory Board

The Executive Board and Supervisory Board intend to pro-

pose a new remuneration structure for the Supervisory
Board at the 2013 Annual General Meeting Under the new
system, the remuneration of the Supervisory Board will
change so thatit compnses only fixed emofuments In

addition, the emoluments paid for sitting on the Supervi-
sory Board committees will be adjusted so as to take ac-
count of the extent of responsibility and actual work 1n-

volved In return for 25 percent of the fixed emotuments
payable, the Supervisory Board members shall purchase
Linde shares (thereby making a personal commitment to
the company) and shall in each case hold these shares
for the duration of their membership of the Supervisory
Beoard Details of the revised system will be presented
and published at the same time as the Invitation to the
2013 Annual General Meeting as part of the proposed
resolution for changes to the articles of association
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LINDE IN THE
CAPITAL MARKET

Stock markets finish 2012 well up
after g volatile year
The German share index (bax) had a streng start to the
year, rising above 7,000 points in March Against a back-
ground of high levels of volatihty in the international -
nancial markets, the index fell back again over the next
few monihs, reaching s lowest level for the year of 5,969
points on 5 June 2012 Powered by Increasingly positive
investor sentiment, the pax made a significant recovery
as the year continued, reaching 7,612 points at the end of
2012 This was an increase of 291 percent when compared
to its position at the end of 2011 (5,898 paints) This means
that the pax outperformed most other major international
stock market indices in 2012

In compansan, the msci Euro Index rose by 11 8 percent
and the p) Euro sTOXx by 15 5 percent Even the most sig-
nificant nattonal indices in Europe failled to perform as
well as the pax The cac 40 Index in Paris rose by 15 2 per-
cent, while the F1se Eurofirst 300 Index in London n-
creased by 101 percent

Trends in the us stock markets were similar The sgp
500 Index was up 13 4 percent, while the Maspag technol-
ogy index (NASDAG Composite) increased by 15 9 percent
A similar nise was seen by investors in the emerging econ-
omies The msci Emerging Markets Index, for example,
increased by 151 percent in the course of 2012

Linde’s market capitalisation
r1ses to EUR 24 4 bn
Linde shares also performed well in this generally posi-
tive stock market chmate The closing price of the shares
at 31 December 2012 was EUR 132 00, 14 & percent higher
than the figure at the end of 2011 of eUR 114 95 This meant
that the Group's market capitalisabion rose during the year
by almost Eur 5 bn to EUR 24 4 bn (31 December 20m
tur 19 7 bn) When making the comparison with zon, 1tis
important to note the successful capital increase in
July 2012, which Linde used to refinance its acquisition of
us homecare company Lincare Inc In the course of the
caputal increase, Linde 1ssued around 13 mithon new
shares

The movements in the Linde share price in the course
cf 2012 mirrored closely the performance of the oax As
in the case of the pax, the Linde share price rose signifi-
cantly in the spring With the announcement of record

earnings for the 2011 financial years, the share price in-
creased on 9 March 2012 1o EUR 133 05 per share On
2 Apnil 2012, Linde shares went above tur 136 for the first
ume 1n the company’s fustory, fimshing the day on its year
high of Eur 135 15

In the course of the second quarter, the Linde share
price fell back wirtually in line with the pax, following
renewed uncertamty in the capital markets in reaction to
the global sovereign debt trisis The Linde share price
reached its lowest point of EUR 114 20 on 10 July 2012

A significant upward trend was to be seen in interna-
tional stock markets in the second half of the year The
Linde share price followed this trend Boosted by good
quarterly figures, it continved to nse On 10ctober 2012,
Linde shares reached their highest prce for the second
half of the year of Eur 135 85

The overall robust performance of Linde shares 15 ev-
idence that the capital market recognises attractive
growth opportunities in the international gases and en-
gineering business The market ts rewarding the Group
for 1ts enhanced stability as a result of the expansion of
its healthcare business, its strong footprint in the emerg-
ing econormies and 1ts promising position in the energy
and environment growth area The rigorous implementa-
tion of the Group’s hohistickro (High Performance Organ-
1sation) programme, whichis designed to achieve lasting
efficiency improvements, also contributes to the positive
assessment of Linde In the capital market Market partic-
Ipants’ confidence also grew when the Group made the
decision to adjust 1ts ambitious medium-term targets as
a result of the Lincare acquesition

binde was also successful dunng the financial year in
terms of sustainabihity ratings in the capital market In
September 2012, the Group was included in the global
Dow Jones Sustamability Index (pjst World) Analysts at
Sustainable Asset Management Group acknowledged
thereby Linde’s continuous improvement 1n the area of
sustainabihity The Group was recognised in particular for
its activities in the fields of climate straiegy, environmen-
tal management systems and r1sk and ¢risis management

Linde Is ais0 a requiar participant in the survey con-
ducted by the Carbon Disclosure Project (cop), aninvestor
nitiative which relates to chimate protection reporting
and performance Ln 2012, the Group was included in the
regional Carbon Disclosure Leadership Index (coun) for
Germany, Austiia and Switzerland cop recognised Linde’s
achievement as one of the companies which had made
the greatest progress campared with the previous year
out of the companies included in the index for the first
time

The Linde Group has continued to meet with a very
postuve respense n the ¢edit market The leading inter-
national rating agencies Standard & Poor's and Moody’s
confirmed Linde's credit ratings and 1ts stable outiook in
July and then again 1n November 2012 By doing so, the
agencies have recogrused that the Group1s continuing to
improve 1ts matunty profile, but have also appreciated its
secure hquidity reserve
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During the financial year, Linde benefited from its posi-
tive ratings and the fact that at times corporate bonds
were well receved in the international capital markets,
despite high levels of volatility In May 2012, the Group
1ssued a seven-year EUrR 500 m bond and In Septem-
ber 2012 1t placed an etght-year Eur 1 bn bond as part of

To boost iquidity and enhance the future flexibility of the
Group, Linde also placed a five-year NoK 2 bn bond In
September 2012 On its issue date, this bond was con-
verted into us dollar debt In addition, Linde has a solid
genera! lquidity reserve with banks, given 1ts existing
EUR 2 5 bn credit faclity which 1s unused at 31 Decem-

the refinancing of the Lincare acquisition ber 2012
E7 CAPITAL MARKET-BASED FIGURES

2012 2011
Number of shares with dividend entitlement for the financal year No 185,188,958 171,061,401
Year-end closing price € 132 00 114 95
Year high € 136 15 125 80
Year low € 11420 96 16
Total dividend Linde aG € milion 500 428
Market capitahsation® € million 24,445 19,663
Average weekly volume No 2,789,171 3,069,109
volatility' (200 days) in % 20 8 19
information per share
Cash dividend € 270 250
tividend yield % 20 22
Operating cash flow € 13 62 1418
EARNINGS! € 7 89 77

1 A3 3t 31 December 2012
3 adjusted for the elfects of the poc purchase price alfocation

bv 1 LINDE SHARE PERFORMANCE IN 2072 COMPARED WITH INDICES
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E&8 LINDE PERFORMANCE IN COMPARISON

WITH THE MOST IMPORIANT INDICES'

Weighting

linde

2012 shares

n percent in percent

Linde (ncluding dwidend) 172 -
Linde {excluding dividend) 14817 -
DAX o _ 291 366
pome Chemical 367 1455
D) EURD STOXX o 155 095
D] EURO STOXX Chemcal 3031 10 35
FTSE Eurofirst 300 } 101 046
FTSE E300 Chemical 285 907
Mmsct Euro 118 G 45

' As at 11 December 2012

1 SHAREHOLODER STRUCTURE IN %

Instrtutional Private
investors 812011 80} tnvestors

19 (2011 20)

Q2 INSTITUTIONAL INVESTORS -
HOLDINGS BY REGION in %

Stable shareholder structure
According to the annual shareholder identification survey,
the proportion of outstanding Linde shares held by insti-
tutional investors at 31 December 2012 remained stable
at around 81 percent (2011 3round 80 percent) The pro-
portion of Linde shares held by private investors at the
year-end was therefore around 19 percent

The proportion of institutional nvestors from the
United States has nisen from 43 percent of the total at the
end of 2011 to 45 percent at the end of 2012, while the
proportion of shares held by European institutional inves-
tors 1in general has fallen shghtly from 52 percent to
51 percent German institutional investors held 16 percent
of Linde’s total shares at 31 December 2012, shghtly below
the prior-year figure of 17 percent The propertion of Brit-
1ish institutianal investors fell from 16 percent at the end
of 2011 to 14 percent at the end of 2012 The French market
strengthened its position shightly, with 1ts holdings in-
creasing to 9 percent of the total {2011 8 percent) France
15 therefore the third largest market in Europe for instity-
tional Investors 1n Linde The proportion of Linde shares
held by Asian investors remained relatively constant in
the 2012 financial year at 4 percent (zo11 s percent) The
proportion of shareholders who are oriented towards
sustainabihty increased dunng the reporting period te
over 4 percent (2011 3 percent)

1n the past financial year, Linde has again succeeded
in broadening its investor base to include a number of
investors who take a long-term view The Group’s bust-
ness model 15 geared towards sustainable, profitable
growth Linde also benefits from a stable financing struc-
ture and therefore offers investors an attractive invest-
ment which can boast long-term wealth creation

12
45
14
16
USA _ 45(2011_43)| Other 12 (2011 11)
Germany _16(2011 17)[ France ___9(2011 8)
UK 14 (2011 16)}| Asia 4 (2011 5)
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Dividend payment

Linde has adoptled an earmings-based dividend policy
geared towards continuity The Executive Board and Su-
pervisory Board will recommend the payment of a divi-
dend of 2 70 per share at the Annual General Meeting on
29 May 2013 This 1s an increase of 8 ¢ percent gver the
prior-year dividend of EUR 2 50 This gives a dividend pay-
out ratio of 40 o percent, based on netincome for the year
The dividend yield was 2 o percent, based on the year-end
close

Resolutions passed at the Annual Genergl
Meeting on 4 May 2012
The Executive Board of Linde a6 was authansed, with the
approval of the Supervisory 8oard, to acquire own shares
equivalent to 10 percent of the capital subscrnibed until
3 May 2017 Authorised Capital Il was abolished in accord-
ance with Article 3 7 of the articles of assocration and the
Executive Board was authornsed, with the approval of the
Supervisory Board, tc increase capital subscribed by up
to EUR 70 m until 3 May 2017 against cash and/or non-cash
contributions by 1ssuing, on one or more occasions, up to
27,343,750 new bearer shares {(Authonsed Capital Il) The
subscription rights of the sharehelders may be excluded
To encourage continuing loyalty to the Group of man-
agement personnel in Linde ac and its affiated compa-
nies, both within Germany and outside Germany, by de-
signing a variable remuneration component n the form
of shares which will act as a long-term incentive and
which entails an element of risk, the opportunity was
created to issue subscription fights to Linde aG shares to
members of the Executive Board, members of executive
bodies of affihated companies both within and outside
Germany and to selected management personnel A de-
cision was therefore made to create 2012 conditionally
authonised capital in order to be able to1ssue subscription
nghts under the terms of the Long Term Incentive Plan
2012 (LTIP 2012)

Investor relations (1R} activities intensified
In the 2012 financial year, Linde continued to tntensify 1ts
efforts to communicate with partrcipants 1n the capital
markets, conducting more than 700 individual conversa-
tions with financial analysts and investors At 41 confer-
ences and roadshows on three continents, several events
for private investors and in the course of plant visits,
Linde has offered its shareholders and potential investors
the opportumty to speak with representatives of the
Group, including members of the Executive Board

The Group also held 1ts first Caprtal Market Day This
provided investors and analysts with the opportunity to
discuss with members of the Executive Board of Linde A6
and a sefection of experts from within the Group future
challenges facing Linde and the Group’s growth prospects

tinde has been able to convince German and interna-
tional investors of the potential offered by its products,
technologies and services in the pramising energy and
environment sectors and especially in the healthcare

sector Presentations focused in particular on Linde’s ac-
guisitions in the healthcare business The Group also pro-
vided a commentary on its current business performance,
highhighting its good position in the emerging economies,
espeaally in Asia It also described in detail the growing
synergies between 1ts gases business and engineering
business

Transparency, contnuity and reliabihity will remain the
guiding principles for Linde’s investor relations work in
2013 The Ir team will put forward the arguments which
continue to make an investment in the Group an attractive
proposiion a robust, forward-looking business model,
financing geared towards the long term and an excellent
pasition in the emerging economies

Allcurrent infermatton abeut Linde shares can be found
on the Group’s website at _, www LivDE com In the Inves-
tor Relations section Information and answers to any ques-
tions you may have can be obtained by calling the Ir team
on +49 8935757-1321 You are also welcome to send us your
guestions online at . tNVESTORRELATIONS@LINDE (OM

E9 LINDE SHARE INFORMATION

Type of shore Bearser shares
Stock exchanges

Secusity reference numbers

All German stock exchanges
15IN DEOOO6483001

CUSIP 548300
Reuters (XETRA) LING DE
Bloomberg LIN GR
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E 10 GROSS DOMESTIC PRODUCT (GOP) IN REAL TERMS'

% Growth

W Werghting 2008 2009 2010 2011 2012

EMEA 340 08 -41 23 21 04
Eurozone 200 03 -42 18 15 -05
Germany 58 o8} -51 36 31 09
Asta/Pacific 18 4 56 52 83 65 55
China 80 56 92 104 93 77
Americas 335 04 =32 36 23 23
USA 253 -03 -35 30 18 22
WORLD 1000 14 -22 41 27 272’

1 Spur¢e The Econpmist Intelligence Unit Ltd sn respect of counteies in which Linde operates The prior year ligures far 2011 have been adjusted an Lhe basis of the lates1

available dats
1 In sespect of 117 countries

E 11 INDUSTRIAL PRODUCTION (1P}’

% Growlh

2008 2009 2010 2011 2012

EMEA -13 =123 61 28 -13
Eurozone -18 -14 4 67 28 =25
Germany o 06 -16 4 12 80 -05
Asia/Pacitic 66 40 135 80 59
China 129 110 157 139 101
Amercas -27 -102 56 39 32
USA -37 -112 53 41 37
WORLD -04 -93 81 36 15°

+ Source The Economist Intelligence Uni Ltd #n respect of countries in which Linde operates The prior year figures for 2011 have been adjusted on the basis of the latest

available data
3 {n1espect of w7 couninies

Global economic trends
world economic growih slowed 1n 2012 compared with
2011 Based on data from the international forecasting
institute The Economist Intelhgence Unit, global gross
domestic product (Gop} rose by only 2 2 percent in 2012,
following an increase of 2 7 percent In the prior year
Growth in global industrial production (17) decelerated to
aneven greater extent 1P growthin 2012 was only1 s per-
cent, compared with 3 6 percentin 201

The sustained sovereign debi crisis in Europe and in
the United States was the matn factor to have an adverse

impact on economic trends Economic growth decelerated
even in parts of Asia when compared with prior years

The situation in the international financial markets has
improved since the middle of 2012

EMEA (Europe, Middle East and Africa)
Economic growth in the emea region as a whole 1n 2012
was only 0 4 percent By way of companison, GoP In-
creased here 1 2011 by 21 percent Once again, there
were substantial varniations in economic trends in the
vanous sub-regions
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In Western Europe, economic autput shrank by o1 percent
in 2012, following growth of 1 6 percentin 20m Thefallin
industnal production was even greater, at 2 3 percent
This compares with a rise in tndustral production in West-
ern Europe in 201 of 2 2 percent

within the Western Europe region, the economy 1n
Germany proved relatively robust, wtth an increase in Gop
of 0 9 percent A number of other countries, such as Swit-
zertand, Sweden and Norway, were able to achieve
growth 1n 2012 In all the peripheral countries, on the
ather hand, ecenomic gutput declined

The economy also slowed dewn in Eastern Europe
Whereas growth here 1n 2011 reached 4 2 percent, it fell
back to only 2 2 percent in 2012 Industrial production in
Eastern Europe rose by 2 5 percent in 2012, compared with
s 4 percent 1n 2011 The European sovereign debt cnsis
resulted in weaker trends here too

in the middle East, economic growth failed to match
the tugh figure of 6 ¢ percent achieved in 2011 Gor did,
however, rise by 4 7 percent, a respectable figure which
represents better than average growth

The economy n Africa performed better in 2012 than
in 201, with Gop growth of 41 percent, compared with
3 0 percent 1n 2011 There were, however, significant dif-
ferences here between individual countries for example,
the economy in South Africa grew by only 2 & percent In
2012, compared with 3 5 percent in the previous year

Asia/Pacific

Once agatn in 2012, the Asia/Pacific reqion saw the fast-
est rates of economic growth, though the pace of growth
has slowed when compared to 2011 60P rose duning the
reparting year by s s percent, while the increase in Gbe
1IN 2011 was 6 5 percent Industnal production in this re-
gion increased in the zo12 financial year by 5 9 percent
(2011 8 0 percent)

Growth In China, though it remained high, has slowed
somewhat as a result of measures taken by the govern-
ment to fight inflation and prevent the overheating of the
property market Economic output here rose by o 3 per-
cent in 201, while the increase in GDP In 2012 was 77 pes-
cent There were also stable econamic trends in countries
such as Indenesia, Malaysia and the Philippines The
stimutus measures adopted by ASEAN countries have been
a contributory factar here In Thailand, a sigmificant re-
covery was to be seen in the economy in 2012 following
the severe floods of the previous year

The economic situation In Australhia improved in the
course of 2012 coPr, which rose by 2 s percent in 2011,
achieved an even higher rate of increase (3 6 percent) in
2012 Indusinal production, which shrank by o 8 percent
In 20m, rose by 2 5 percent in 2012

Americgs

The economy In the United States rematned relatively
stable in the 2012 financial year With economic output
expanding by 2 2 percent, the rate of growth was slightly
higher than that achieved in 2011 of 1 8 percent Industnal

production, on the other hand, rose by 3 7 percent, a
lower rate of increase than the 41 percent seen in zom
Whereas the situation in the labour market and the prop-
erty market in the us has improved somewhat over the
past few months, the problem of the fiscal chff remained
unresoived at the end of 2012

in South America, economic growth in 2012 was sig-
mficantly lower than in 2011 The 1ncrease 0 GoP 1n 2012
was 2 5 percent, compared with 4 5 percent in the previ-
ous year Industrial production rose only shghtly, by
0 ¢ percent (2011 2 8 percent) This slowdown in economig
activity was due mainly to the fall in global demand and
a3 lower level of domestic consumption In South Amenca
too, there were significant differences between the situ-
ation 1n individual countrnies Whereas Brazil and Argen-
tina saw considerably lower growth rates than in the
previous year, econamic trends in Chile and Peru re-
mained virtually stable
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Gases industry
The international gases market continued to grow In the
2012 financial year However, different rates of growth
were to be seen in each region and industry sector

North Amenica, Europe and Asia remain the largest
sales markets The greatest rise in demand was once
2gain in Aslia

The market environment in the steel industry 1n 2012
was affected by significant surplus capacity and by the
sustained sovereign debt cnisis in the eurozone Demand
for steelin Europe was modest Many steel-producers had
to rationahse and focus their production on low-cost lo-
cations The recovery in the steel industry in China and
India slowed In the NAFTA (North Amenican Free Trade
Agreement) region, on the other hand, the sector saw
highrates of growth Positive momentum was generated
here by strong demand, especially from the construction
sector and the automobile industry The global market for
raw steel continued to expand in the course of 2012

modest economic trends in Europe and North America
were also evidentin the chemical sector In the reporting
penod Growih here was no more than moderate Experts
are forecasting 2 more significant nise in demand in North
Amenca in the medium term Positive momentum should
be generated here by increasing shale gas production,
which will lead to falling natural gas prices In Asia, the
chemical iIndustry continued to grow at a faster rate than
average, but not as rapidly as in the zo11 financial year

In the refinery business, new plants were butlt in 2012
and existing plants extended so as to rectify regional
imbalances of supply and demand The fecus here was on
increasing diesel production capacity and improving
product quality In North America and Western Europe,
growth stowed for refinery products In China, industry
experts are expecting conditions for refineries to improve
as soon as the government introduces product pricing
adjustments

In manufacturing in developed countnes, demand for
plastics applications rose at a faster rate than demand in
the welding sector In the emerging economies, on the
other hand, significant growth was to be seen once again
in welding applhcations This trend was boosted by im-
provements in quality and productivity

The market environment in the semiconductor industry
was stable in the first half of 2012 In the second half of
the year, the situation worsened

Demand for Leos . GLossary rose during the financal
year i line with demand in general lighting markets The
electronic gases market also benefited here On the other
hand, growth in the screen sector slowed The phasing
out of Chinese government subsidies for mocvo tools
_ etossary used in the production of screens had an ad-
verse Impact here OLEDS _ 6rossary are increasingly
beingused in displays for mobile devices

tn 2012, surplus capacity and consohdation had an
impact on the solar cell market Too much investment in

‘prior years has driven production capacity to over 6o gi-

gawatts, whereas global demand 1s only half that Asa
consequence, the pnice of solar modules fell so sharply
that competitors in Eurape, the us and Asia have since
deserted the market

Against a background of sustained population growth,
the performance of the food and beverage industry re-
mainedrelatively steady in 2012 Consumer trends include
healthier eating, tugher consumption of meat protein and
more processed foods At the same time, the demand for
convenience products _ t1ossary CONtINUES tO Mse

In the healthcare market, the leng-term growth drivers
remained intact in 2012 a growing, ageing world popula-
tion, anincrease in chronic diseases such as asthma and
copo {chronic obstructive pulmonary disease), and @ move
towards more patient care in settings other than hospitals
Each of these factors atfects the market environment to
a different extent in different regions While rising pros-
perity in As1a has led to a significant increase in demand
for healthcare services, the healthcare business has also
been adversely affected by the debt crisis in southern
Europe In North America, 1t 1s not yet possible to predict
exactly what impact the recent healthcare reforms there
will have

Engineering business

The market for large-scale international engineering pro-
jects has been recovering slowly since the 2009/10 eco-
nomic and financial crisis and saw relatively steady trends
In 2012 There was slightly more investment activity dur-
ing the year than in 201, although this had not yet re-
turned to the high level set in 2008

Alr separation plants

Demandn the market for air separation plants rose again
in 2012 There was new investment in Asta and Eastern
Eurape in particular As in 2011, most of the contracts
awardedrelated to en-site projects for the gases industry

Olefin plants

The olefir plant market segment benefited 1n 2012 from
the increastng production of natural gas from shale gas,
especially in the us Natural gas 1s an important raw ma-
terial in the petrochemical industry As a result of this
development, there was a fall in raw matenal costs for
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ethane crackers _s 6tossary and a number of new pro-
jects were started inthis field Existing naphtha crackers
_ Gtossary are increasingly being converted into ethane
crackers

Positive momentum for plant construction projects in
the petrochemical industry was also generated in the
Untted States by the easy availabrlity and low cost of
ethane In Europe and Asia, on the other hand, growth
rates In this market were modest

Natural gas plants

The increased exploitation of shale gas reserves n par-
ticular resulted in greater demand for natural gas treat-
ment, processing and hquefaction plants in North Amer-
1ca These plants supply natural gas for both the home
market and for export

Hydrogen and synthesis gas plants

The global market for hydrogen and synthesis gas plants
stabilised i 2012 Most projects were realised in the
emerging economies of Asia, the Middle East and the cis
countries  gtossary InNorth America, the exploration
of shale gas reserves helped revive the hydrogen and
synthesis gas segment The current trend Is away from
large coal-based projects in favour of projects based on
natural gas
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Linde pursues a corporate strategy of sustainable earn-
ings-based growth, with the aim of achieving a steady
increase N corporate value To measure the medivm-term
and long-term financial success of this value-based man-
agement strategy, the Group uses return on capital em-
ployed (ROCE) as its core performance indicator To man-
age its operating business and measure 1ts performance,
Linde uses not only ROCE but also other key performance
indicators, such as free cash flow before financing activ-
ities (operating free cash flow), earnings before interest,
tax, depreciation and amortisation {egIToa adjusted for
non-recurring iems), earnings before interest and tax
(eBIT) and earnings per share (eps)

The core performance indicator roce s calculated as
£81T adjusted for non-recurring items drvided by capital
employed To promote sustainable and successful growth,
Linde also works together with vartous customers on the
basis of joint venture bustness models So that current
joint ventures, which are a major operational component
of the Gases Dwvision, are included in the management
ratios and performance indicators, Linde’s share of the
income from associates and joint ventures, based on ther
respective earnings after tax, has been added to the fig-
ure for e81T 1n the roCE calculation in the 2012 finanaial
year, ROCE calculated in this way (reported rROCE) was
10 0 percent (2011 11 0 percent)

The performance indicators ROCE, EBIT and EPs are also
disciosed after eliminating the amortisation of fair valtue
adjustrents tdentified in the course of the Boc purchase
price allocation (adjusted performance indicators) The
acquisition of goc in the 2006 financial year resulted on
the one hand 1n an increase 1n capital employed On the
other hand, earnings were adversely affected, particu-
{arly in past years, by the amortisation of fair value ad-
justments identified 1a the course of the purchase price
allocation This reduced the return on capital, although
Linde’s operating performance did not change as a result
of the 1dentification of fair value adjustments and their
amaortisation The adjustment was necessary, espeQally
in the first few years after the acquisition, in order to
present the operating performance of the Group in a man-

ner which was transparent and allowed comparisons with
its major compettors in the 2012 financial year, the ad-
justed roce figure achieved by Linde was 11 s percent
(2011 130 percent)

The calculation of ROCE, the core performance indicator
for The Linde Group, can be summarised as follows

DEFINITION OF ROCE

RETURN
EBIT
(including share of profit or loss from associates und joint
veptures)’
+/-
Non-recurring iterms

/

CAPITAL EMPLOYED?

Equity

+

Financial debt

+

Liabilities trom finance leases

+

Net penston abligations

Cash & cash equivalents and securities

Receivables from finance leases

* For the calelation of the adjusted moce, the esiT figure is additionally adjusted for
amortisation of fair value adjustments identified in the course of the not purchase
price aliocation

t gach calculated on the basis of the average of the liguies at the balance sheet date
far the current year and previpus year

A reconciliation between the reported performance indi-
cators and the adjusted performance indicators Is given
in _ vore (407 of the Notes to the Group financial state-
ments

In the 2008 financial year, Linde began implementing
its Heo (High Performance Organisation) efficiency pro-
gramme The Group continued with the rigorous apphica-
tton of this programme in the 2012 financial year Heo is
a holistic concept designed to optimise processes, Im-
prove productivity and reinforce the competitiveness of
the Group As a result of applying Heo, the Group was able
to achieve total gross cost savings of around Eur 780 m
1 the financial years from 2009 to 2012 This falls within
the range of eur 650 m to Eur 800 m which the Group had
onginally sought to achieve In this context, additional
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key performance indicators were introduced to measure
the productivity of all operating units and were incorpo-
rated Into Linde’s value-based management system All
the individual measures designed to increase effiaency
are centrally monitored and reviewed to ensure that they
achieve lasting success

After 2012, the Group will continue to apply the meas-
ures tt has designed to make constant improvements in
efficiency and it plans to achieve further reductions in
aross costs of EVR 750 m to EUR 900 m in the years 2013 1o
2016

Operational management
The Group comprises three divisions

— Gases Division
— Engineerng Division
— Other Activities

The Gases Division conststs of three reportable segments
emea, Asiz/Pacific and the Amenicas Responsibtlities are
allocated on the basis of a regional structure The man-
agers within the three reportable segments are respon-
sible for the operating business in eight Regional Business
Units (Reus) This structure allows the Group to take a¢
count of the great importance of local and regional market
conditions in the gases business

within the Gases Division, the organisational structure
also comprises the two Global Business Units Healthcare
{medical gases and related maintenance and advisory
services) and Tonnage (on-site), and the two Business Ar-
eas Merchant & Packaged Gases (liquefied and cylinder
gases) and £lectronics (electronic gases), which are man-
aged centrally in the on-site business, this enables Linde
to take account of the international profile of 1its major
customers Inthe Healthcare business, this centrahisation
allows the Group to respond more precisely and system-
atically to the specific requirements of this increasingly
requlated sector The capital expenditure process within
the Gases Division 15 managed centrafly

Other Activities consists of the operations of logistics
service provider Gist

This operating model is reflected in the allocation of
responsibilities to members of the Group’s Executive
Board, ensuring the most efficient use of indivigual
strengths and skills at both regional and product tevels

ORGANISATIONAL STRUCTURE

THE LINDE GROLP

Engineesing

Other Activities
Division

Gases Division

EMEA Gist <

> Asia/Pacific

Americas

Organisationa! structure of The Linde Groep The Group consists of the Gases bivision
the Engineenng Division ang Other Activities Within the Gases Divisian, there are
three raportable segments Eméa Asia/Pacific and the Americas The Dther Activitees
division comprises the Group’s lagistics services {Gist)
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Strategy

Corporate responsibility {cr} 1s Linde’s contribution to
sustainabie development In its global ¢cr policy, the
Group 1s committed to behaving responsibly towards peo-
ple and the environment, to conserving natural resgurces
and to developing sustainable products Linde's ¢rR man-
agement anchors these objectives in day-to-day business
Ife viaits glebal management systems, the Group incor-
porates its commitment to sustainability into 1ts business
processes worldwide Thereby, Linde puts its foundational
principle of sustainability into practice Sustainability 1s
one of the four strategic principles underlying The Linde
spint, the Group’s corporate philosophy The Linde Spint
defines the values and foundational principles of the
Group ang apphes to all Linde employees throughout the
world The Group’s sustainability activities are based on
the following cniteria

Focus on Linde’s core business When developing its
corporate responsibihity activities, Linde considers its
mam business processes and the life-cycle of its products
The Group helps its customers to develop more sustaina-
ble processes and expects its contractors and suppliers
to jotn 1t 1n working towards its corporate responsibility
goals

Continuous mprovement Linde continually analyses
how sustainability enables the Group to exploit business
opportunities and to minimise risks It uses key perfor-
mance indicators to compare sustainability performance
across the world and sets itself speafic targets

Engagement with stakeholders Linde adapts its corpo-
rate responsibiity activities to reflect the needs of its
stakeholders and of 1ts social environment

Transparency The Group reports regularly and publicly
on the progress it has made in its focus areas for corporate
responsibility

Linde 1s continuously reviewing its focus, identifying top-
ics which are relevant to the sustainability management

of the Group as well as 1ssues of particular interest toits
stakeholders On the basts of this matenality analysis,
Linde determines focus areas for its Cr strateqy and re-
porting The Group draws on findings from internal work-
shops with specialists and strategy experts and on In-
sights frem 1nterdisciptinary working groups During this
process, Linde also considers information about environ-
mental and scaial risks identifred by Group risk manage-
ment

Organisation

The mamn decision-making body on sustainability 1ssues
is the Corporate Responsibility Council Its members are
Professor Dr Wolfgang Reitzle, Chief Executive Officer of
Linde ag, and Professar Br Aldo Belloni, member of the
Executive Board, together with the heads of the Group’s
global and central functions Communications & Investar
Relations, HR, Legal & Compliance, Internal Audit and SHeqQ
- GLossary The Counal ts briefed annually on the pro-
gress made 1n achieving the sustainability goals and de-
termines the focus areas for the Group’s global cr strategy
in 2012, the ¢r Council discussed such i1ssues as sustaina-
bibty 1n the supply chain and human nights The corporsate
responsibility department coordinates the implementa-
tion of the global sustainability strategy, haising with the
relevant departments and those responsible for cr topics
in the regions, and 1s also the paint of contact for the
stakeholders

Engaging with stakeholders

The Group maintains regular contact in a number of dif-
ferent ways with its main stakeholders These include
Linde employees, shareholders, customers, suppless,
non-governmental organisations, politicians, the re-
search and sctentific community, neighbours and the
general public tinde s also involved in trade associations
and saientific collaborations, and with sustainability net-
works such as the German Global Compact Network The
Group’s (R department responded to aver 1,600 questions
from stakeholders in z012 on sustainability 1ssues Main
1ssues raised concerned environmental topics, corporate
governance or the supply chain

Sustamabiity in the supply chan
Linde expects its suppliers to comply with mimmum eco-
logical and sotial standards In 2013, the sustainability
requirements for suppliers which cusrently apply in the
different divisions are to be amphified and merged into a
single policy

In the 2012 finanaial year, Linde conducted an analysis
of sustainabibity risks in the supply chain Itis envisaged
that a more in-depth analysis will follow 1n 2013

Sustainability reporiing

Linde publishes sustatnability information in 1ts key cor-
porate publications The Group complies with internation-
alty recogmsed standards for sustanability reporting,
such as the Global Reporting Imitiative (Gri) guidelines
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and the requirements set out in the United Nations Global
Compact in the 2012 finanaial year, Linde was able to
pubhsh its Corporate Responsibility Report 2011 six
months eariier The GrI once again confirmed that the
Group’s cr report qualified for the highest application
tevel (a+) for sustainability reporting defined in the Gri
standard

Linde uses global performance indicators to provide
comparable information about its ecological, economic and
social performance, to measure its progress and to identify
scape for improvement kema Sustainability has provided
limisted assurance on selected indicators Additional key
figures on environment and safety were included n the
review The current version of the Corporate Responsibil-
ity Reportis available online at . www tinDE COM/CR-RE
PORT
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The global economy saw weaker growth 1n 2012 than in
2011 Major factors having a negative unpact on economic
trends included high levels of sovereign debt worldwide,
currency fluctuations, very volatile international financiat
markets and political unrestin some countries in the Arab
world

Despite the difficult conditions, Linde was able to con-
tinue to generate profitable growth and once again to
achieve significant increases in Group revenue and Group
operating profit The Group has used its global presence
to iIts advantage, benefiting in particular from its very
good position In the growth markets Linde’s positive
business performance was boosted by 1ts acquisition of
us company Lincare in August 2012 The rigorous imple-
mentation of Heo, the Group’s holistic programme for
sustainable process optimisation and productivity gains,
also contributed towards reinforcing Linde’s profitability
at a high level

Revenue ond operating profit

In the 2012 financial year, Group revenue rose by 10 8 per-
cent to EUR 15 280 bn (2011 EUR 13 787 bn) After adjusting
for exchange rate etfects, the increase was s 4 percent
The contribution to revenue made by the newly-acquired
Lincare business was EUR 630 m

The share of revenue from joint ventures (not included
1n Group revenue in accordance with the accounting rules)
was EUR 535 M IN 2012 {2011 EUR 464 M)

Linde achieved an increase in Graup operating profit
{eBITDA) 0f 10 0 percent to EUR 3 530 bn (2011 EUR 3 210 bn)
The Group operating margin in the 2012 financial year was
231 percent, almost as high as the level achieved in 201
of 23 3 percent

Results of operations

The statement of profit or loss prepared using the cost of
sales method shows that The Linde Group made a gross
profit of eur 5 525 bn In the 2012 financial year (201

EUR 5 021 bn) after deducting cost of sales The cost of
sales and other functional costs {marketing, selling and
administration expenses, research and development
costs) increased during the reporting period mainly as a
result of the expansion in Linde’s business activity At the
same time, the rigorous Group-wide implementation of
the programme designed to achieve sustainable effi-

clency gamns (HPo) had a positive impact In the financial
years fiom 2009 to 2012, these activities resulted in total
gross £ost savings of around EUR 780 m

1t should also be noted that the idenufication of fair
value adiustments in the course of the purchase price
allocations undertaken during the reporting year in re-
spect of the acquisitions of Lincare and Air Products’ Con-
tinental European homecare business resulted 1n an in-
creasen amortisation of EUR 51 m Moreover, impairment
losses of Eur 46 m were recognised n the 2012 finangial
year These arose mainly from the lowering of profit ex-
pectations and from adjustments to production capacity,
especially in the solar industry Amortisation and depre-
ciation increased overall by EUR 238 m to EUR 1538 bn
(2011 EURt 300 bn}

EBIT improved by 4 3 percent to EUR 1992 bn (20m
EUR 1910 bn), while the esIT margin fell from 13 9 percent
to 13 o percent

The net financial result (financial income less financial
expenses) In 2012 was a net 1oss of EUR 205 m {2011 net
loss of Fur 291 m) Financial expenses increased shightly
as a result of the increased investment and acquisition
activity during the year On the other hand, included in
financialincome in 2012 15 a dividend payment of EUR 20 m
from a company 1n which an investment is held The pn-
of-year figure also included one-off 1ncome of Fur 30 m
tn the form of a penalty arising on the early redemption
of a loan made in the 2007 financial year in the course of
the sale of 8o¢ Edwards

Linde was able to achieve a 4 2 percent in¢rease In
earnings before tax (EBT) to EUrR1687 bn (201
EUR 1619 bn)

The tax expense fell to EUR 363 m (201 EUR 375 M)
This corresponds to an income tax rate of 21 5 percent
(2017 232 percent) Two one-off effecis led to the de-
crease In the tax expense On the one hand, Linde was
able to reduce its tax provisions following the completion
of tax audits On the other hand, the fall in the uk corpo-
ration tax rate resulted in an adjustment to the deferred
tax hability which was recagnised in profit or loss

Earnings after tax increased by e 4 percent to
EUR 1324 bn (2017 EUR 1 244 bn) The amount attributable
to Linde oG shareholders was Eur1250 bn (zon
EUR 1174bn) This corresponds to earnings per share of
EUR 7 03 (2011 EUR 6 88)
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Wi GROUP REVENUE AND GROUP OPERATING PROFIT

n € milhon Group revenue Group operoting profit
17,250
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10,000 - B
500 B N
3000 __ _ —A
3210 3330
N (I (. | 2555 235 M e m
[ ] _ _n_ . —II I . _il: _il_ __I
2008 2009 2010 2011 2012 2008 2009 2010 20171 2012
E 12 REVENUE AND OPERATING PROFIT 8Y DIVISION
2012 2011
Operating Operating
i € millron Revenue profrt Revenue profit
Gases Division 12,591 3,403 11,061 3,041
Engineering Division 2,561 312 2,531 304
Other Activities {including consohidation) 128 -185 195 -135
GROUP 15,280 3,530 13,787 3,210
E 13 RESULTS OF OPERATIONS
2012 2011
in € miliron i percent 10 € mrliion in percent
Revenue 15,280 1000 13,787 1000
Cost of sales 9,755 638 8,766 653 6
Gross profit 5,525 362 5,021 364 :
Marketing and selling expenses 2,303 151 2,031 147
Research and development costs 101 07 98 Q7
administration expenses 1,354 89 1,163 84
Other operating income 288 19 285 21
Other operating expenses 155 10 180 13
share of prohit or loss from associates and joint ventures (at equity) 92 06 76 06
EBIT 1,992 130 1,910 139
Finanuial resylt -305 -1591
Profit betore tax (g8 1,687 1,619
Income tax expense 363 215 375 232
Profit for the year _o1,324| . 1,244
attnibutable to Linde aG shareholders 1,250 1,174
attibutable to non-controlling interests 74 70
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GASES DIVISION

Linde 1s one of the teading companies in the international
gases industry and Is extremely weil-positicned, espe-
ctally in the emerging economies On the basis of its
global footprint and well-balanced spread across different
sectors, Linde 1s able to compensate better for faltering
demand in some markets or the weakness of certain cur-
rencies than companies which do not have such a broad
internationat base Moreover, the continued implemen-
tation of the vanous iitiatives designed to increase pro-
ductivity and standardise processes in all regions of the
world (High Performance Organisation, of HPO) contnb-
utes towards the long-term reinforcement of the high
levels of profitability in the gases business 1n addition,
the acquisition of us homecare-provider Lincare in the
2012 financial year in particular significantly strengthened
the Group in the promising healthcare market The Lincare
bustnessis included in the Americas reportable segment
and the Healthcare product area

Against this background, Linde achieved revenue
growth 1n the Gases Division of 13 8 percent to

cent The Group’s share of revenue from its interests in
Jjoint ventures wn the gases business (not included n the
revenye of the Division) rose by 161 percent 1o EUR 526 m
(20m eur 453 m) The growth in this revenue was due in
part to the twao air separation plants refating to the Linde/
ADNOC Joint venture Elixier 1n Mirfa, Abu Dhabi, United
Arab Emirates, coming an stream The twe plants com-
menced operations on schedule in the second half of 2011

Linde’s Gases Orvision achieved an increase of
11 9 percent in operating profil 1o EUR 3 403 bn (201
EUR 3 041 bn) The operating margin was 27 0 percent
(201 275 percent) When comparing the operating ma-
gin with the figure for the previous year, 1t should be
noted that during the financial year Linde recagnised
one-otf costs resulting from capaoity adjustments in the
solar industry

In addition, the up-front investment required to grow
the business and employ new staff in the growth market
of Asiahad an adverse ympact on earnings and the oper-
ating margin in the Gases Division

The share of profit or loss from associates and joint
ventures tn the Gases Division disclosed in operating
profit 1n the 2012 finanaial year was eur 101 m (2011
EUR 89 M)

Varying business trends were to be seen in the indi-
vidual segments in the Gases Diviston, depending on
prevailing economic conditions

E 14 GASES DIVISION

in € milfion 2012 2001
EUR 12 591 bn (2011 EUR 11 061 bn) When considering this Revenue 12,591 1,061
Iincrease, the acquisition of Lincare, a transaction com- —

Operating profit 3,403 3,041
pleted in August 2012, should be taken into account Dur- Capital expenditure _—
ing the reperting period, Lincare contributed EUR 630 M (excluding financial assets) 1,901 1,439
to the total revenue of the Gases Division On 3 comPa-  Number of employees
rable basts, 1 e after adjusting for exchange rate effects,  (at the balance sheet date) 50,605 39,031
changes in the price of natural gas and Lincare’s post-ac-  Revenue from joint ventures 526 453
quisition revenue, the increase In revenue was 3 8 per-
E15 GASES DIVISION REVENUE AND OPERATING PROFIT BY REPORTABLE SEGMENT

2012 2011

Operating Operating

Operating maoirgin Operating maorgin
n € mitlion Revenue profit i percent Revepue profit n percemt
EMEA 5,998 1,700 283 5,672 1,634 288
Asia/Pacific 3,498 935 267 3,076 872 283
Americas 3,200 768 240 2,384 535 22 4
Consolidation -105 - - -71 - -
GROUP 12,591 3,403 2790 11,061 3,041 275
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EMEA (Europe, Middle East, Africa)

In the EmeA reportable segment, the Group's largest sales
market, Linde achieved s 7 percent revenue growth in the
2012 financial year toEUR 5 998 bn (2071 EurR 5 672 bn) On
a comparable basis, the growth in revenue was a1 per-
cent Operating profit increased by 4 o percent to
EUR 1700 bn (2011 EUR 1634 bn) Thisresulted in an oper-
ating margin of 28 3 percent {2011 28 8 percent) The
Continental European homecare aperations acquired by
Linde from Air Products at the end of April 2012 were one
of the factors in the expansion of the Gases Division’s
business in the emea region This acquisition includes
businesses in Belgium, France, Germany, Portugal and
Spain, which generated total revenue in the reporting
DEI'IDd of EUR 132 M s PAGES 13 10 19 IN THE LINDE ANNUAL

Business performance 1n the emea segment was ad-
versely affected by unfavourable economic conditions in
the eurozone A planned stoppage for maintenance at a
plant in Southern Europe n the second quarter of 2012
also acted as a brake on revenue rends In this segment,
tinde had to recogmise total impairment losses of eur 43 m
In 2012 The impairment losses were mainly the result of
adjustments 10 production capacity in the solar industry
In Eastern Europe and In the Middle East, Linde was able
to benefit from 2 better economic environment 1n the
gases sector

In the Regional Business Umt Continental & Northern
Europe, revenue rose by s 1 percent to EUR 3 454 bn (2011
EUR 3 325 bn) This feqian therefore continued to account
for the largest proportion of total revenue in the EMEA
reportable segment Declimng revenue in the hiquefied
gases and cylinder gas business was more than offset by
the contributions made by not only the newly acquired
homecare operatians from Air Products, but also by the
frquefied natural gas business (LNG, — GLOSSARY) in Swe-
den

In Duisburg, Germany, the air separation plant built to
supply ThyssenKrupp Stahl Europa came on stream in the
fourth quarter of 2012 Linde 15 expecting this on-stte pro-
ject to deliver steady contributions to revenue and earn-
ings especially over the coming years

In September 2012, Linde opened a new filling plant
In Riga, Latvia, for industrial gases, medical gases and
gases for the food industry The ptant 1s the most modern
of its type in the Baltic region, highly automated and with
particularly environmentally friendly processes
Investment 1n the plant was almost eur 10 m Linde will
be able to use this plant to meet nising demand from cus-
tomers in Latvia, Lithuania and Estonia — PAGES 30 70 35
IN THE LINDE ANNUAL

The reu Afnica&uk generated revenue 1n 2012 of
EUR 1631 bn This was a 7 4 percent nise compared with
the prior-year figure of EUR 1 519 bn Price increases in the
liquefied gases and cylinder gas product area, especially
in Africa, contributed to this positive trend
The rBU Eastern Europe & Middle East achieved a 61 per-
cent Increase 1N revenue to EUR 905 M (2011 EUR 857 M)

The on-site and hquefied gases product areas had the
greatest impact on business expansion here volume 1n-
creases were o be seen, forexample, as a resuit of the
start-up of the new HyCo plant _ 6tossary on the Ka-
uncbarcika site inHungary Linde produces hydrogen and
carbon monoxide on this site and supphes these industnal
gases to the chemical company BorsodChem The strate-
gic partnership between Linde and BorsodChem has ex-
isted now for over ten years The first HyCo plant supplied
by Linde to BorsodChem wasn 2001

Linde was able to continue 1o reinforce its position in
the Middle East in the 2012 financial year The Group en-
tered into a contract to supply on-site gases to Sadara
Petrochemical Company (Sadara) in Jubail, Saudi Arabia
Linde will invest around usp 380 m to provide Sadara, a
jaint venture between Saudi Arabian 01l Company and
The Dow Chemical Company, with long-term supplies of
carbon monoxide, hydrogen and ammonia at one of the
world’s largest chemical complexes This 1s Linde’s most
significant an-site petrochemical project in the region and
its first in Jubal

In Europe, Linde achieved further success in 2012 1N
the growth market far hiquefied natural gas (Lng) After
bringing on stream Sweden’s first LNG terminal in the first
half of 201, the Group was awarded a contract in the
fourth quarter of 2012 to build a mid-scale LNG 1mport
terminal for the Norwegian company Skangass AS
—) ENGINEERING DIVISION

In the past financial year, Linde also embarked on a
promising partnerstup in the NG market The Group
formed ajoint venture 1 Hamburg with Bomin, a subsid-
1ary of Marquard & Bahls and one of the leading suppliers
of shipping fuels, to create an LnG infrastructure for ship-
ping 1n north-western Europe The aim of the new joint
venture is to establish a reliable Lva supply chain to pro-
vide a safe and environmentally friendly fuet to shipown-
ers and ship operators Thejoint venture will build supply
stations 1n a number of major ports 1n Emission Control
Areas (Ecas) in north-western Europe As ship emissions
have to be lowered even further in ecas from 1 Janu-
ary 2015, the shipping business will be required to make
significant reductions in sulphur emissions As an enwvi-
ronmentally friendly fuel, NG 15 suitable for this purpose
—1 PAGES 43 TO 49 OF THE LINDE ANNUAL

Continuing the theme of environmentally friendly
technelogies, Linde, the German Ministry of Transpert and
other industrial partners issued a joint declaration of In-
tent in june 2012 to expand the hydrogen filling station
network in Germany According to this declaration, there
will be at least so public hydrogen filling stations
Germany by 2015 The German Ministry of Transport has
ysed the Linde/Datmier inihative as an opportunity to
widen participation n the estabhishment of a coun-
try-wide hydrogen infrastructure Already pioneers in this
field, Linde and Daimler agreed back in summer 2om to
build 20 hydrogen filhng stations in Germany over the
COMINg years
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Linde also made progress duning the year an the expan-

sion of 1ts European o, infrastructure In Salamanca,
Spain, Linde will build a plant for the punfication and
hiquefaction of carbon dioxide The plant will be able to
process around 70,000 tonnes of co, per annum and will

be supplied with raw carbon dioxide from Abengoa Bio-

energy’s bioethanol production plant on the same site

Linde 1s snvesting around eur 19 m In the project and pro-

duction 1s expected to start in the first half of 2014
During the reporting penod, Linde signed a long-term

supply contract with Spanish steel producer Celsa to sup-

ply gases to a factory in Norway Ltnde will build an air
separation plant at the Mo 1 Rana site which ¢an produce
up to 200 tonnes of gaseous oxygen per day The Group
will also supply liquefied oxygen and nitrogen for the
regional market The plants due to come on stream In
May 2014

In Sweden, Linde also conciuded an on-site contract

in 2012 with the company Perstorp to build a new air sep-
aration plant The plant on the Stengungsund site Is ex-

pected to come on stream In the first quarter of 2015
tnvestment in the project s around EUr 42 m

03 ANALYSIS OF SALES BY REFORTABIE
SEGMENT IN %

252
472
276
EMEA 47 2{2011 51 0)
Asia/Pacific 27 6 (2011 27 6)
Americas 252(2011 214)

Asia/Pacific

Relatively good economic trends prevailed in 2012 1n Asia,
especilly wn China, and Linde was therefare able to
achieve significant growth in revenue and operating
profitin the Asia/Pacific reportable segment The Group
benefited here not only from positive exchange rate ef-
fects but alsc from 1ts leading pasition 10 these markets
In the second half of 2012, however, demand weakened
shghtly in all product areas

In the 2012 financial year, revenue in the Asia/Pacific
segment rose by 13 7 percent to Eur 3 498 bn {201
EUR 3 076 bn) Ona comparable basis, the increase in rev-
enue was 5 o percent

Operating profit was up 7 2 percent to eur 935 m (2011
EUR 872m) This resulted in an operating margin of
26 7 percent (2011 28 3 percent) When comparing the
figures with those of the prior year, a factor to be taken
nto consideration 1s the up-tront investment required to
grow the business and employ new staff in the rapidly
expanding Astan market, especially in China Business
performance in the reporting period was also adversely
affected by temporary plant stoppages

In the rBYU Greater China, boosted by posttive ex-
changerate effects, Linde again achieved the fastest rate
of business expansion within the Asia/Pacific reportable
segment, Increasing revenue generated by 18 8 percent
t0 EUR 833 M (201 EUR 701 m) The main growth driver
here was the on-site business Linde benefited, for ex-
ample, from its purchase of the existing gas supply assets
of the chemical company Dahuz Group at its site on
Songmu Island n Dalian in north-eastern China Under
this Eur 70 m on-site contiact, Linde acquired two existing
air separation units (asus) from the customer in Dalian
and has assumed their operation Moreover, the two com-
panies have agreed to form a 50 50 Joint venture which
will ensure the tocal supply of gases Linde Dahua (Dahan)
Gases Company, Ltd will also supply gaseous and hque-
fied gases products to neighbourning industrial complexes
Supplementtng the existing joint venture for co, business,
this is the second Joint venture partnership between the
two compamies in Dalian This project will enable Linde
ta strengthen tts position as the leading gases and engi-
neering company 1n the growth market of China
—t ENGINEERING DIVISION

Positive business trends were also to be seen in the
existing joint venture activities in the rBU Greater China
Linde’s share of revenue from its interests in joint ven-
tures, which is not included tn Group revenue, rose
18 8 percent 1N 2012 to EUR 285 M (2011 EUR 240 M) This
increase was partly due to the start-up of on-site projects
Gas supplies to Singpec Sichuan Vinylon Works (svw)
reached full capacity duning the reporting penod Linde
supplies kigh punty hiquefied gases to svw on tts Chong-
qing site 1n Chena for the praduction of thin-layer transis-
tors for soe Display Technology
In the rBUSouth & East Asia, revenue rose 10 8 percent to
EUr 1 080bn (201 EUR 975 M) Positive exchange rate
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effects contributed 1o the increase in revenue The cyhn-
der gas and hquefied gases business performed very well
in this region In the gn-site bustness, lower volumes,
especially as a result of temporary plant stoppages, had
an adverse effect onrevenue growth This was, however,
partially offset by the successful start-up of an air sepa-
ration plant which Linde had built for its customer Tata
steel at the Jamshedpur site 1n India vnder a long-term
supply contract The on site ptant has a capacity of 2,550
tonnes per day and is therefore the largest plant of its
typeinindia Investment in the plant was around EUr 85 m

In the rev South Paufic, Linde generated revenue of
EUR 1587 bn, up 13 3 percent on the prior-year figure of
EUr 1402 ba One of the main reasons for this increase
was price increase In the cylinder gas and liquefied gases
business Particularly dynamic growth was to be seen in
the Lp6 (Liquefied Petroleum Gas) business in Australia

Looking at the Asia/Pacific reqion as a whole, the
Group succeeded in winning major new on-site contracts
in 2012 These will further strengthen Linde’s business in
the region

During the reporting period, for example, Linde 1n-
creased the scope of its existing contract to supply gases
to the Chinese Lep manufacturer Kaistar Under the new
agreement, Linde will supply the company with hquefied
gases and high-punty ammonia on 1ts production site in
Xiamen, China Kaistar requires the tgh-punty ammonia
for the manufacture of high-grade Leo devices Kaistar 1s
a joint venture between Epistar Taiwan, a world-leading
manufacturer of Leo chips, and China Electronics Corpo-
ration

In the second quarter of 2012, Linde also sighed a ma-
Jor long-term supply agreement with Samsung Electronics
Under this agreement, Linde wiil supply high purnity elec-
tronic gases by pipehne to Samsung’s newest TFT-LCD
factory s sL0s5ARy in the Suzhou Industnal Park 1n east-
ern China Investment in the project 1s around EUR 50 M
and it involves the construction of a turnkey gas supply
system for the TFT-LcD manufacture

in addition, Linde will build a new mitrogen generator
far Samsung, supplying nitrogen to the company via a
pipelne Electronic gases are an important element in the
production of transistors, which are used to control the
pixels on Leo sereens This project witl strengthen Linde’s
position as a leading producer of gases for the TFT-LCD
industry

In the growth market of India, Linde has also been
successful in the past year, winmng majos contracts The
Group will provide long-term supphes of industnal gases
to Tata Steel Limited at its site in the Xalinganagar indus-
tnal complex in Odisha A contract to this effect was
signed by Linde and Tata Steel in June 2012 _y ENGINEERING
DIVISION

In August 2012, Linde won the contract for 8 major
project in vVietnam The Group will provide long-term sup-
plies of industnal gases to the Vietnamese steel-producer
POSCO $s-Vina (pssv) To do so, it will build its largest air

separatien unit 1n the couniry in the Phu My tndustnial
Park in Ba Ria, Vung Tau province The proposed invest-
ment 1S 3round EUR 40 M _s ENGINEERING DIVISION

Another contract signed in August 2012 was 3 major
long-term supply agreement with Evonik Methionine sea
Pte Ltd inSingapore Linde wifl bwild an on-site plant on
Jurong island, supplying its on-site customer with indus-
trral gases The integrated approach being adopted for
the construction of the plant will make its operation par-
ticularly energy-efficient The environmental impact will
also be lessened by the further pracessing of waste prod-
ucts and the reduction in o, emIsSIONS as a result

Another major on-site contract was signed by Linde In
2012 1n New Zealand This was tor the long-term supply of
industrial gases to steel-producer New 2ealand Steel at
its Glenbrook site around so kilometres south of Auckland
The agreement comprises anew air separation unit (Asu)
and the installation of gas supply systems Linde will in-
vest around eur se min this project With the new gas
supply infrastructure, Linde will be able to serve its ex-
panding customer base in New Zealand more efficiently
and cost-effectively In addition to supplying air gases to
the steelworks, the Asu will also produce {arge quantities
of hquefied oxygen, mitrogen and argan for the regional
market in New Zealand The plant should be completed
in December 2013
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Americas

In the Amertcas reportable segment, revenue in the 2012
financial year rese 34 2 percent 1o EuR 3 200 bn (2011
EUR 2 384 bn) This dynamic growth was mainily due to the
positive contribution made by us homecare company
Lincare Linde completed its acqursition of this company
In August 2012 Lincare operates solely in North Amernica
and contributed Eur 630 m to the total revenue of the
Americas reportable segment On a comparable basis, the
INCIEasE IN fevenue was 2 8 percent

Operating profit rose at a faster rate than revenue, by
43 6 percent tOEUR 768 m {2011 EUR 535 m) At 24 0 per-
cent, the operating margin significantly exceeded the
frgure for 2011 of 22 4 percent The main reason for the
increase was the newly-acquired Lincare business An-
other factor was the recogmition of one-off income of
eur 14 m durning the 2012 financial year This related to
pension plan setttements

As aresuit of the acquisition of Lincare, Linde was able
to achieve a more significant Increase in revenue 10 RBU
North America than in rRBU South America Business per-
formance 1n North America was also boosted by price
nses in the liquefied gases product area and the ¢ylinder
gas business where Linde 15 successful in the Canadian
market In addiion, the electronrc gases business also
contributed towards offsetting declining volumes in indi-
vidual customer segments

Against this background, revenue in reu North Amer-
IC3 (05e 44 6 percent to EUR 2 407 bn {2011 Eur 1 665 bn)

in RBU South America, Linde generated revenue of
EUR 797 m 3s a result of relatively robust demand n the
Healthcare product area and for iquefied gases and
cyhinder gas This ts an increase of 10 4 percent when
compared with the figure for 2011 of EUr 722 m Business
performance in South Amernca slowed due to falling
growth rates inBrazil and a stoppage at an on-site plant
In Venezuela

In the Amencas region as a whole, 2012 saw Linde
pressing ahead with a number of projects for the supply
of gases from ax separation plants

During the tinancial year, for example, Linde com-
menced the construction of a new air separation unit
(asu) in Lewisville, Arkansas, i the United States The asy,
which 1s due to come on stream in the fourth quarter of
2013, will produce 350 tonnes of liquefied nitrogen and
115 tonnes of oxygen per day This will enable Linde to
meet the growing demand from customers in the us states
of Arkansas, Louisiana and Texas

In Cuntiba, Brazil, Linde will builld a new asu for
EUR 50 m to provide long-term supplies of nitrogen and
oxygen 1o Perdxidos do Brasil, the largest producer of
hydrogen peroxide in the country Linde will also self a
significant proportion of the mitrogen and oxygen on the
open market, reinforceng 1ts strong position o this field
in Brazil The plant s expected to come on stieam n the
first quarter of 2014

Product areas

As explained above in the commentaries on the reporta-
ble segments, the ndvidual product areas in the
Gases Division contributed in varying degrees 1o the per-
formance of the division

In the cylinder gas product area, revenue rose on a
comparable basis by 16 percent 1o eur 4 254 bn (20m
EUR 4188 bn) In the hquetied gases product area, reve-
nue increased on a comparable basis by 2 6 percent to
EUR 3 381 bn (2011 EUR 3 296 bn) En the on-site business
(where Linde supphes gases on site 1o major customers),
revenue rose on a comparable basis by 4 o percent lo
EUR 2 921 ba {2011 EUR 2 80% bn} Plant stoppages acted
as a brake on trends in this product area It 15 also worth
noting that most of the growth in the on-site product area
was achieved through joint ventures and that the Group's
share of revenue from these jaint ventures 15 not dis-
closed in the revenue of the Gases Division

In companson with the other product areas, the fast-
est rate of growth was to be seen, as expected, in the
Healthcare business Revenue here, after adjusting for
exchangerate effects, rose by 65 4 percent 10 EUR 2 035 bn
(2011 1230 bn) The mainreason for the increase was the
acquisition by kinde of us homecare company Lincare, a
transacton which was completed in August 2012 The
newly acquired business contnibuted EUR 630 m to the
total revenue of the Healthcare product area in the 2012
financial year Without this contnibution, the growth in
the Healthcare business would have been 14 2 percent
Linde 15 the industry leader in the us, the region with by
far the largest homecare market in the world With 11,000
employees, the company serves aboul 800,000 patients
and generated revenue of around tur 15 bn in the 201
financial year

The purchase of Lincare was tinde’s second strategic
acquisition guring the 2012 finanaial year in the promising
healthcare sector, which encompasses the medical gases
and medical device business, as well as related mainte-
nance and advisory services Back in April, the Group
completed 1ts acquisition af Air Products’ Continental
European homecare operations, gaining 8so employees,
260,000 new patients and annual revenue of over
EUR 200 M

with Lincare and the business units 1t has acquired
from Air Products, Linde i1s now the only gases company
in the homecare business with a global footprint These
acquisitions have transformed The Linde Group into the
leading global healthcare provides in the gases industry

Health, the global megatrend, remains intact This
promising market is boosted by underlying demographic
trends and ever better diagnostic and therapy options
Moreaver, access to medical care 1s improving ail the ttme
for patients in the emerqing economies

Linde’s healthcare activities cover Hospital Care and
Homecare The Hospital Care business s concerned with
offering hospitals and healthcare institutions a complete
medical gas solution -~ covering the full range of medical
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gases, medical gas related services, installations, devices
and equipment Homecare focuses both on the supply of
medical gases and the provision of medical services to
patients with chronic respiratory diseases in setiings
other than hospitals Therapies ofiered by Linde include
respiratory therapies such as oxygen therapy and sleep
therapy

Revenue generated by Linde’s homecare business in-
creased significantly in the 2012 inancial year as a result
of the acquisitions descnbed above to EUR 1077 bn (20m
EUR 307 M)

A growing proportion of revenue relates to REMEQ®, an
integrated care path for patients requinng ventilation for
long penods outside the acute care setting and at home
In the past year, Linde has continued to expand this ser-
vice, espeaially in the major homecare market of Europe,
with new cenires being established for example In
Germany and ltaly L PAGES 22 T0 23 OF THE LINDE ANNUAL

During the reparting period, the Group also expanded
its network of treatment centres for patients with sleep
apnoea by opening two new care centres in Portugal

Hospital Care revenue rose 3 8 percent to EUR 958 M
(2011 EUR 523 m), reinforaing Linde’s position In major
markets such as Asia/Pacific and the Americas In Europe,
the Group also scored some major successes in the 2012
financial year uivoran®/Entonox®, a gas mixture which
1s aninhaled analgesic, was launched successfully in the
Czech Republic, Slovakia and Slovenia In Poland, the
product has been estabhished as an effective pain relief
solution for women during childbirth _s paGes 20 1o 21 oF
THE LINDE ANNUAL

E 16 GASES DIVISION REVENUE BY PRODUCT AREA

change
in € million 2012 2011" n percent
Lquefied gases 3,381 3,296 26
Cylinder gases 4,254 4,188 16
On-site . 291 2,809 __ 40
Healthcare 2,035 1,230  654°
TOTAL 12,591 11,523 93°

1 Adjusted for exchange rate effects and changes in the phice of natural gas

1 Adjusted for Lincase’s post acquisition revenue the increase 1s 1a 2 perceny
{the 2012 revenue figure was adjusted)

* Adpusted lor Lincase s post acquisition revenue the inciease is 3 8 pescent
{the 2012 cevenue figure was adjusted)
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In 1ts international engineering project business, Linde
continued to see relatively steady trends in the 2012
financial year There was a slight increase in revenue of
12 percent 1n the Engineering Divisicn to EUR 2 551 bn
(2011 EUR 2 531bn)

Operating profit improved by 2 6 percent from
EUR 304 M IN 201 t0 EUR 312 M In 2012 The operating mar-
gin was 12 2 percent, exceeding the high level achieved
In 2011 of 12 0 percent

There was a strong upward trend in order intake Thus
rose to EUR 2 815 bn 1n 2012, 26 0 percent above the figure
for 2011 of EUr 2 235 bn Contnibuting to this sigmficant
increase was the higher number of orders from the
Group's Gases Division, confirmation of the success of
Linde’s integrated business model

Orderntake was charactenised not onty by major projects
in the four core lines of business (olefin plants, natural
gas plants, air separatton plants, hydrogen and synthesis
gas plants), but alsc by a number of small and medi-
um-sized new orders

More than a third of new orders came from the Asia/
Pacificregion Around a quarter of new orders came from
Europe and a quarter from North America In North Amer-
1ca, piojects for the efficient exploitation of shale gas
reserves had a substantial impact on Linde's business

Almost 60 percent of the new business in the division
in 2012 related to air separation plants and natural gas
plants, with the rest evenly spread across the other plant
types

Linde’s order backlog remains high At 31 December
2012, 1t stood at ur 3 700 bn (2011 EUR 3 600 bR)

E 17 ENGINEERING DIVISION

n € millon 2012 2011
Revenue 2,561 2,531
Order intake 2,815 2,235
Order backlog 3,700 3,600
Operating profit 312 304
Capital expendrtyre

{excluding financial assets) 30 26
Numbercf employees

(at the balance sheet date) 5,564 6,319

E 18 ENGINEERING DIVISION REVENUE AND ORDER INTAKE BY REGION

Revenue Order intake
ta € millian 2012 2011 2012 2011
Europe 647 601 685 438
North America 376 314 670 467
South America 93 37 75 59
Asia/Pacific 864 633 1,007 985
Middle East 472 773 346 192
Africa 109 173 32 94
TOTAL 2,561 2,531 2,815 2,235

E 19 ENGINEERING DIVISION REVENUE AND ORDER INTAKE BY PLANT TYPE

Revenue Order intake
in € million 2012 2011 2012 2011
Olefin plants 684 986 322 354
Natural gas plants 47 328 758 524
Hydregen and synthesis gas plants 419 350 539 480
Alrr separation plants 704 644 898 574
Other 283 223 298 303
TOTAL 2,561 2,53 2,815 2,235
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Olefin plants
The increasing explotation of large shale gas reserves 1s
resulting in falling prices for the feedstock natural gas in
the petrochemical industry 1t 1s also cantributing to a
revival 1n investment activity in the market for olefin
plants Linde is well-placed in this field and has all the
skills required at 1ts disposal

In the 2012 financial year, Linde won an engineenng
contract for the ficensing and front end engineering de-
sign (Feep) of ane of the world’s largest ethylene plants
The contract for this project in Tobolsk, Western Sibena,
was awarded by S18uR LLC, Russia’s largest petrochemical
company The new plant will produce around 15 million
tonnes per annum (tpa) of ethylene, s00,c00 tpa of pro-
pene and 100,000 tpa of butadiene from the feedstocks
ethane, propane and n-butane These products are im-
portant base matenals for the plastics manufacturing
industry

Linde was also awarded a contract in the 2012 financial
year by Russian chemical company Nizhnekamskneft-
ekhtm (nknH) to build a new alpha-sasun® plant for the
production of inear alpha olefins in Nizhnekamsk, Russia
Linde will be responsible for the engineering and supply
of plant components for this project The plant is expected
to be completed by mid-2014 Linear alpha olefins are im-
portant feed materrals in the production of plastics

Q4 ORDER INTAKE BY REGION in %

27 11
123
358
238
2413
Asia/Pacific 35 8| Middle East 123
(2011 441) (2011 8 §)
Europe 24 3| South America 27
(2011 196) (2011 26)
MNorth Amersca 23 8| Afnca 1
(2011 209) (2011 42)

Natural gas plants
The market for natural gas treatment and processing
plants has benefited greatly from the increased exploita-
tion of shale gas reserves, especially in North Amenca In
2012, Linde won orders for the design and construction of
this type of plant worth use se1 m from this reqien alone

In the growth market for iquefied natural gas (LnG),
Linde was awarded major projects in Asia and Europe 1n
2012

One such projects that awarded to Linde by Malaysia
LNG Sdn Bhd , a subsidiary of Malaysia’s state-owned ol
and gas company PETRONAS, to builld a mid-scale natural
gas hquefaction plant The new boil-off gas reliquefaction
plant _ Grossary has a maximum design capacity of 1,840
tonnes of lquefied natural gas (LNG) per day and will be
located in the Bintulu LNG complex in the state of Sarawak
In eastern Malaysia Linde Is responsible for the detail
engineering, procurement, construction and installation
of the new plant, which 15 expected to come on stream at
the end of 2014

tinde 15 also due to supply the main technical equip-
ment and the basic engineering for an NG plant with a
liquefaction capadaty of 360,000 tonnes of hquefied nat-
ural gas per year to Sichuan Tongkar Energy & Technology
Development Co Ltd in Banzhong, China

Cryogenic compressors and heat exchangers required
for the operation of LNG-powered transport ships are to
be manufactured by Linde for South Korean and Japanese
shipyards These projects are worth a total of around
EUR 100 M

in 2012, Linde was awarded a contract to build a mud-
scale «vG import terminal for Norwegian company Skan-
gass as in Lysekil on the west coast of Sweden, 100 kilo-
metres north of Gothenburg This project reinforces
Linde’s leading pesition in the growing market for small
and mid-scale 6 plants Services supplied under the
contract, which 1s worth around £ur 44 m, include engi-
neering, procurement, consiruction and instaliation (ecer)
Linde will also be responsible for the integration of the
cryoagenic tank structures to be erected by a third party
The new NG terminal, which1s due to come on stieam in
spring 2014, will supply natural gas to the nearby Preem
refinery as well as Lva for industnal applications and for
use as fuel Gothenburg, which 1s close to the new termi-
nal, 1s one of Sweden's key industnial centres and the
largest port in Northern Eyrope for exports
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Q5 ORDER INTAKE BY PLANT TYPE 1N %

107
114 319
191
269

Alr separation 319 114
plants (2011 25 7)| Olefin plants {2011 15 8)
Natural gas 269 107
plants (2011 23 4)| Other (2011 13 6}
Hydrogen and synthe- 191
sis gas plants (2011 21 5)

Alr separation plants
The air separation plant business continued to recover in
2012 Against this background, Linde was able to win a
number of significant contracts, especially in Asia

In India, for example, Linde will build two large air
separation units for Tata Steel Limited, one of the world’s
largest steel compames, at 1ts site in the Kalinganagar
industrial complex in Odisha Around eur 80 m will be
invested in this project The construction of the two plants
1s part of a long-term agreement for the on-site supply of
gases by Linde to Tata Steel signed by both compames in
june 2012 Each of the two new asus will have a produc-
tion capacity of 1,200 tonnes of air gases per day Once
the plants have come on stream, which 1s expected to be
1n 2014, they will supply Tata’s steelworks (currently under
construction) with gaseous oxygen, nitrogen and argan,
as well as producing liquefied gases for the regional mar-
ket Linde also intends to establish an extensive pipeline
network 1n the Kalinganagar industrnial complex, so that
it can supply industnal gases to other steel-producers
there in futyre

tinde will also be building two large asus for the in-
dian steel company Nmoc Ltd on the Nagarnar site These
projects are reinforcing Linde’s position as the leading
supplier of gases in India

In 2012, Linde also won a major project in Vietnam 1t
has been commissigned by Vietnamese steel-producer
POSCO $5-Vina (PSsv) to build the largest air separation
umit in the country 1n the Phu My Industnal Park in Ba Ria
in the province of Vung Tau The amount of the investment
1s around EUR 40 m This 1s the largest single investment
Linde has ever made In Vietnam The new asu will have
a production capacity of 35,000 normal cubic metres of
air gases per hour When the plant comes on stream,
which s expected to be in 2014, the asu will supply pssv's
new steelworks in Phu My (currently under construction)

with gaseous oxygen, nitrogen and argon In addition, it
will suppty products for the regional market in southern
Vietnam

In Vietnam, Linde will also build two air separation
plantsfor a steelworks owned by the Taiwanese Formosa
Group Each plant will have a capacity of 67,000 normal
cubic metres of oxygen per hour

On the basis of an on-site contract agreed by Linde
duning the financial year with chemical company Dahua
Group, Linde’s Engineering Division 1s building a new air
separation unit (Asu) at Dahua’s site on Songmu Island in
Dalianinnorth-eastern China s 6Ases pivision The new
ASU 15 due to come on stream in 2014 and will have a
production capacity of 38,000 normal cubic metres of ox-
ygen per hour {(nm’/h) It will replace both the old plants
and wil supply additional quantities of gaseous oxygen
to meet the nsing demand for gases from the chemcal
company in Dalian The new asu will also produce lique-
fied gases for the regional gases market

A high level of demand for air separation plants was
also to be seen n 2012 In Russia and the s countries
Linde has, for example, been awarded a coniract by No-
nisk Nikel to supply a new asu at its Monchegorsk site in
northernRussia [nStary Oskol in central Russia, Linde has
been commissioned to build an oxygen plant for holding
company Metalloinvest, one of Russia’s largest steel pro-
ducers The asu ordered in the past year from Linde by
the company 8mz in Zlobin, Belarus, 15 already the third
plant of this type to be built for emz by Linde

In Samara, Russta, Linde set up an engineenng sub-
sidiary and 15 supporting the implementation of the pro-
Jects inthis region by local know-how

In addition, during the past financial year, Linde’s
Engineenng Division was awarded numerous additional
contracts by the Group’s Gases Division to build air sepa-
ration plants e g 1n Sweden, Norway, Austrahia and Bra-
ol These projects are further confirmation of the success
of Linde’s integrated business model and examples of the
way In which Linde’s Engineering Division supports the
targeted expansion of the on-site business in the Group’s
Gases Division
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6 SALES BY REGION IN%

43 36
147 337
184
253
Asia/Pacific 33 7| North America 147
(2011 25 0) (2011 12 &)
Eurgpe 25 3| Afrca 43
(2011 23 7) {2011 6 8)
Middle East 18 4| South Amenca 36
(2011 30 6) (2011 15)

Hydragen and synthesis gas plants
The market for hydrogen and synthesis gas plants re-
mained stable in the 2012 financtal year There was robust
investment activity, especially in major projects

in the middle East, the chemical industry is transform-
ing from a basic industry nto an increasingly speciahised
industry This has a positive impact on demand for air
separation plants and synthesis gas plants Linde was
able to benefit from this i 2012 1t was, for example,
awarded a usp 380 m contract to supply on-site gases to
Sadara Petrochemical Company (Sadara) which involves
building a two-stream HyCo plant plus a single-stream
ammonia plant with a large storage tank

The new plants will enable tinde to provide Sadara, a
joint venture between Saudy Arabian Oil Company and
The Dow Chemical Company, with long-term supplies of
carbon monoxide, hydrogen and ammomia at one of the
world's largest chemrcal complexes injubail, Saudi Arabia
This 1 Linde’s most sigmificant on-site petrochemical pro-
ject n the region and its first 1nJubad s 6ases oivision

This project reinforces the Group’s world-leading po-
sitton 1n the production and supply of carbon monoxide
for mot and To1 productron at integrated chemical sites
Dynamtc growth 15 to be seen In the petrochemical seg-
ment in Saudi Arabia Linde believes that this major pro-
ject will generate considerable momentum for the con-
tinuing expansion of 1ts gases and plant construction
business in the Middle East Linde’s Engineering Division
will design and supply the new turnkey gases plants They
are expected to be abie to commence production in 2015

In 2012, Linde also completed and brought on stream
a hydrogen plant for the oy refinery in Israel and a syn-
thesis gas pfant based on natural gas for Sasol in South
Africa

Linde, 16p Energy and Haldor Topsae a/s set up an
exclusive partnership in 2012 for the joint development
ang commercial explottation of a new synthetic process
for the recovery of 1sobutanol Isobutanol and other

higher alcohols are used as fine chemicals and are seen
as the next generation of environmentally friendly fuel
additives Under the terms of the cooperation agreement,
a demonstration plant will be built 1n China and, if tests
prove successful, further farge-scale plants will be built
Madertenco Ltd has awarded Linde 3 contract to sup-
ply two steam reformers for its Novokuybischevsk site in
Russia These reformers belong to a new hydrogen pro-
duction plant from which the Rosneft refinery wili pro-
duce environmentaily friendly fuels Linde will also supply
a cold box for the separation of carbon monoxide from
synthesis gas at the Rosneft site in Angarsk, Russia

Q7 SALES BY PLANT TYPE in %

Alr separation 275| Hydrogen and synthe- 16 4

plants {2011 254)| sis gas plants (2011 13 8)
1o

Olefin plants {2011 390}| Other (2011 8 8)

Natural gas i84

plants (2011 130)
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Other types of plant
in the 2012 financial year, Linde continued to focus on
developing promising technologies in the field of renew-
able raw matenals and entered new markets

One example of these activities 1s the new Fraunhofer
Centre for Chemecat Biotechnological Processes (cBp) In Le-
una, Germany, which began operations durtng the report-
ing period As general contractor, Linde’s Engineenng Di-
vision was respansible for building the process units
and the appropriate infrastructure The aim of cep 1S to
upscale innovative biotechnological and chemical pro-
cesses for commercial production, enabling compamies
to manufacture chemical base matenals from renewable
raw maternials

Linde 15 also working with a partner at the Leuna site
on developing a plant concept for the production of green
hydrogen The concept 15 based on the gasification of
solid biogenic raw matenals and can be geared not only
tawards the production of hydrogen, but also towards the
production of energy, if required

Linde has also made progress on the development of
its process designed to produce hydrogen from hquid bi-
ogenic raw materials such as glycerine The technology
15 now being upscaled to demonstration level in prepara-
tion for commercial use

In addition, Linde acquired Carbo-v® technology from
the company Choren iIndustries GmbH n Freiberg,
Germany This process for biomass gasification may be
used by Linde as licensor or by Linde 1tself

Linde’s Engineering Division was awarded a contract
in the 2012 financial year from Spain to supply carbon
dioxide to a food processing plant Linde 1s to supply en-
gingerning, procurement, construction and installation of
the plant (epc1) Production 1s expected to start in 2014

Linde was also awarded major contracts in the prom-
ising market for the hquefaction of hehum, including one
from Gazprom Gaznergoset in Orenburg, Russia

Furthermore, Linde was able to continue tg expand its
thermal energy storage business 1t s to build a system
for storing solar energy for the Indian company Cargo
Solar Power Gujarat Pvt itd which will secure the supply
of electnaity 1o a 25 megawatt power station even when
there are low levels of solar radiation
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OTHER ACTIVITIES

in the 2012 financial year, the Other Activities segment
comprised Linde's logistics services company Gist

Gist specialises in the distribution of chilled and frozen
food and beverages and operates tn a relatively stable
market environment Gist generated revenue in 2012 of
EUR 596 M, Up 2 4 percent on the prior-year figure of
EUR 582 m

Linde’s subsidiary continued to strengthen its long-
term partnerships with coffee company Starbucks uk & Ire-
land and retait chamn Marks & Spencer {m&5) This meant
that Gist was abte to more than compensate for the expiry
of some other supply contracts

Gist 15 working wrth Starbucks on cansolidating the
company’s vanous supply chains Coordinating the supply
to branches of frozen goods, dairy produce and ather
products scales down the number of dehvenes required
and thereby reduces transport volumes This improves the
custemer’s environmental balance sheet and cost struc-
ture

As a result of its partnership with Marks & Spencer, Gist
has assumed responsibtlity for managing the company’s
food supply chan 1n the ux and the Republic of Ireland
This includes the delivery of frozen goods and bread prod-
ucts to m&s stores

During the reporting year, Gist also concluded a num-
ber of new, smaller new supply contracis in the uk
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NET ASSETS AND
FINANCIAL POSITION

Net assets

During the 2012 hinancial year, Linde boasted the contin-
uing evolution of 1ts business through targeted capttal
expenditure and acquisitions The expansion of the
Healthcare product area was the Group’s particular focus
Linde was abie to strengthen its position in this promising
market considerably with the acquisition of us homecare
company Lincare and the purchase of Air Products’ Con-
tinental European homecare operations

Total assets increased significantly in 2012 to
EUR 33 477 bn, 315 8 percent rise compared with the fig-
ure at 31 December 201 of EUR 28 915 bn Non-cyrrent
assets comprised a substantial proportion of total assets
(EUR 26 795 bn at 31 December 2012 and eur 23 071 bn at
31 December 2011) Within the figqure for non-current as-
sets, goodwill increased by EUR 2 752 bn to EUR 10 620 bn,
matnty as a result of additions relating to acquisitions The
goodwill aristng on the acquisition of Lincare was
EuR 2 605 bn The purchase of Air Products’ Continental
European homecare business resulted 1n an increase In
goodwill of Eur 2a8m

Intangible assets also rose, from Eur 3 300 bn to
EUR 3 580 bn Asin the case of goodwill, this was mainly
due to additions relating to acquisitions and investments
The figure for customer relationships and brand names,
for example, increased by EUR 344 m as a result of acqui-
sittons Amortisation had the opposite effect, reducing
the intangible assets figure

Tangible assets rose from eur 9 030 bn to EUR 10188 bn
This increase was mainly due to additions as a result of
capital expenditure in the Gases Division of gur 1901 bn
(2011 Eur 1439 bn} The capital expenditure related prin-
aipally to on-site projects Depreciation had the opposite
effect, reducing the tangible assets figure

Investments in associates and joint ventures increased
during the reporting period by EUR 62 m to Eur 816 m, due
to positive earnings trends in these compantes

Other financial assets fell by Eur 636 m to EUR 282 m
(zo11 eur 918 m) The reason for this was the reclassifica-
tion of securities (the strategic hquidity reserve) as cur-
rent assets, as they were due within one year

Receivables from finance leases, which almost exclu-
sively relate to long-term gas supply contracts classified

as leases (n accordance with iFriC 4, fell by EurR 58 m to
EUR 244 m The decrease was due to amortisation of these
lease receivables

Current assets rose by Eur 838 m from EUR 5 844 bn
at 31 December 2011 Here, the increase of EUR 565 M tn
trade recervables {from eur 2 030 bn at 31 December 2011)
should be taken into consideration Additions as a result
of acquisiions also had an impact on the current assets
figure

Short-term securities fell overall by evr 250 m to
EUR 822 m (2011 EUR 1073 bn) The net decrease I1s ex-
plained by two different factors On the one hand, Linde
used eur 850 m of 1ts short-term securities to finance
acquisitions during the financial year On the other hand,
the strategic hquidity reserve of EUrR 600 m was reclassi-
fred as short-term secunties, which led to an increase in
the figure for short-term secunties in the fourth quarter
of 2012

At 31December 2012, equity stood at EUR 13 658 bR,
EUR 1 514 bn above the figure at 31 December 2011 of
EUR 12144 bn Factors which had a positive impact on eg-
uity were the capital increase in July 2012 of eur 1391 bn
and the good earmings after tax figure of EUR 1324 bn
(2011 EUR1 244 bn) Actuarial losses on the remeasure-
ment of penston provistons of Eur 193 m and dividend
payments of EUR 476 m had a negative impact on equity
The offsetuing of non-controliing interests {arising mainly
from the Lincare acquisition} in revenue reserves led to
a decrease In equity of EUR 500 m

The net pension obhgation increased in 2012 from
EUR 611 m1o EUR 830 m The man reason for the rise was
the change in actuarial assumptians relating to the meas-
urement of penston provisions

Financtal position

Financial management at Linde compnses capital struc-
ture management, cash and liquidity management and
the management of market price nisks (e g currencres,
interestyand of counterparty nisk and country nsk Group
Treasury — Gtossary controls centrally the globai
financial management of all the Group companies More
detailed information about this can be found on s paces
63 AND 64

The capital structure of the Group 1s determined in
such a way as to optimise cost and risk At 31 Decem-
ber 2012, the ratio of equity 1o total capstal was 40 8 per-
cent (2om 42 0 percent) The ratio of financial debt to
total capital rose accordingly to s9 2 percent (201
58 0 percent)

Against the background of the acquisitions made by
Linde 1n the course of the financial year, gross financial
debt rose (when compared with the figure at the end of
2011) by EUR 2 356 bnio EUR 10124 bn at 31 December 2012
In the course of s acquisition of Lincare in July 2012,
Linde agreed a syndicated loan of EUR 3 6 bn (Usp 4 5 bn)
As a result of the caprtal increase of EUr 1391 bn which
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followed immediately afterwards, a large portion of the
syndicated loan was repaid 1n addition, to refinance the
syndicated loan, Linde 1ssued an eight-year eur 1 bn band
n September 2012 with a coupon of + 75 percent More-
over, in the same month, the Group placed a five-year nok
2 bn bond at a coupon of 2 75 percent This bond was con-
verted on its issue date into uso debt and was also used
for the refinancing of the loan At 31 December 2012, the
acquisition loan had therefore been reduced to Eur 922 m

During the reporting pencd, a eur 724 m bond which
matured in Apni 2012 was also redeemed on schedule and
a 6BP 100 m bond was redeemed early on 2 October 2012
by exeraising a call option — Gtossary In addition, In
May 2012, Linde Finance 8 v 1ssued a new eur sa¢ m bond

Net financial debt compnses gross financial debt less
secunties intended to be held long term, short-term se-
cunities and cash and cash equivalents At 31 Decem-
ber 2012, 1t stood at eur 8 083 bn, an increase of
EUR 2 989 bn compared with the figure at 31 Decem-
ber 2011

The dynamic indebtedness factor {net financial debt
to operating profit for the last twelve months) of 2 3 at
31 December 2012 was hugher than the equivalent fiqure

at 31 December 2011 0f 1 6, asexpected itshould be noted
here that only Lincare’s post-acquisition revenue 1s 1n-
cluded in Group operating profit, whereas the financing
15 reflected in full n net financial debt The Group's gear-
Ing (ihe ratio of net debt to equity} rose accordingly to
59 2 percent (31 December 201 41 9 percent)

The matunity prefile of the financial debt demonstrates
that The Linde Group continues to be financed on a long-
term basss, even after the acquisition activity during the
reporting year Ofthe gross financial debt of Eur 10 124 bn
(31 December 201 EUR 7768 bn), EUR 1 262 bn (31 Decem-
ber 2011 eur 1277 bn) 15 disclosed as current and
EUR 8 862 bin {31 December 2011 EUR 6 491 bn) as non-cur-
rent financial debt Of the non-current financial debt,
EUR 4 848 bn (31 December 2011 EUR 4 344 bn) ts due In
more than five years

Gross financial debt repayable within one year is
matched by short-term secunties of gur 823 m, cash and
cash equivalents of eur 1218 bn and a eur 2 5 b syndi-
cated credit facility available until 2015 which 1s not cur-
rently drawn down At 31 December 2012, available iquid-
Ity was therefore eur 3 279 bn

08 BALANCE SHEET ITEMS AS A PERCENTAGE OF TOTAL ASSETS OF EUR 33 477 BN (2011 EUR 28 915 BN}

Assels i percent

Equity and hobiiities in percent

4 3 ' 3
13
20 41
50
30
30
Other non current assets 50 (2011 49) Equity 41 (2011 42)
Tangible assets 30(2011 31) Finantial debt 3042011 27)
Other current assets 13 (2011 9) Other iabihties 20 {2011 21)
Cash and cash equivalents 42011 7) Other provisions 6(2011 7)
Inventones 3{2011 4) Provisions fos pensions 3(2011 3)
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CASH FLOW
STATEMENT

Cash flow from operating activities in the 2012 financial
year of Eur 2 522 bn was shghtly higher than the pn-
or-year figure of EUR 2 426 bn The significant improve-
ment 1n Group operating profit from gur 2 210 bn to
EUR 3 530 bn was partly ofiset by the change in working
capital The increase in trade receivables of Eur 160 m and
the increase in inventories of eur 37 m had a negative
impact on working capital, while at the same time trade
payables fell by eur 101 m, which led 1o a cash outflow
and also had a negative impact on cash flow from oper-
ating acuvities This was due to both tugher business
volumes and lower advance payments received from cus-
tomers in the Engineenag Division Inaddition, manly as
aresult of the positive earmings trend, there was a signif-
icant 1ncrease 10 income taxes paid of EUR 101 M to
EUR 462 M, compared with the 2011 figure of EUR 361 M

Operating free cash flow fell to a negative figure of
EUR 2 141 bn due to the acquisitions made by Linde durning
the reporting pertod (zo11 positive operating free cash
flow of Eur 1141 bn) In addition to payments for invest-
meits in tangible assets, intangible assets and financial
assels in 2012 of EUR 1 820 bn exceeding the figure for zom
of Eur 1 426 bn, the biggest tncrease was to be seenin the
frgure for cash outflows for investments in consolidated
compames This rose dunng the reporting period to
EUR 2 997 bn, substantially higher than the figure for 2011
of eur 28 m The most significant transactions to note here
were the purchase of 83 ¢ percent of the shares 1n us
homecare company Lincare for a net purchase price pay-
ment {purchase price payment less hquid funds acquired)
of EUr 2 299 bn and the acquisition of Air Products” Con-
tinental European homecare business at a net purchase
price of EUR 622 m Payments for other acquisitions in the
2012 financial year totalled eur 76 m

In 2012, proceeds frem investments in securities ex-
ceeded payments for investments in securities, giving net
proceeds of Eur 850 m, mainly the result of the sale of
short-term securnties In 2011, payments for investments
In securtties exceeded proceeds from investments in se-
curiies, giving a net payment of EUrR 1652 bn The cash
inflow in 2012 was used to redeem part of the Group’s
financial debt

The amount by which the proceeds of loans and capital
market habilittes exceeded redemptions was EUR 1 439 bn

(201 1079 bn), and this surplus, together with the Linde a6
capital increase of Eur 1391 bn, was used pnmanly to fi-
nance the acquisitions made In the course of 2012

The main component of the payments of Eur 501 m for
the purchase of non-controlling interests was Eur 475 m
relatingto the buy-out of minonty shareholders in Lincare

After deducting dividend payments of EuR 476 m (20
Eur 419 m) and net interest payments of EUR 377 m (2011
EUR 307 M) 3s well as other changes such as exchange
rate effects and proceeds from the 1ssue of employee
shares, the change 1n cash and cash equivalents in 2012
was anincrease of EUR 225 m (2011 decrease of EUR 144 m)

E20 C(ASH FLOW STATEMENT (SUMMARY)

in € mithan 2012 2011
CASH FLOW FROM OPERATING

ACTIVITIES 2,522 2,426
Cash outflows for investments in

tangible assets, intangible assets

and financial assets

(excluding securities) -1,820 -1,426
Payments for investiments in

consolidated companies -2,997 -28
Cash inftows from the disposal of

assets 154 169
OPERATING FREE CASH FLOW -2,141 1,141
Payments for/proceeds from

investments in securities 850 -1,652
Net cash inflows/outflows from the

proceeds/repayment of loans and

capital market debt 1,439 1,079
Cash inflows from capital increase 1,39 -
Cash inflows/ouiflows

due to changes of

non-controlling interests -501 -1
Dividend payments to Linde AG

shareholders and non-controlling

Interests -476 -419
Netinterest payments -377 -307
Other changes 40 25
CHANGE IN CASH AND CASH

EQUIVALENTS 225 -144
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Syndicated credit facility

To ensure flexible financing, Linde has a Evr 2 5 bn revolv-
ing credithine at 1ts disposal _ 6Lossary revorver which
runs until May 2015 Twenty-five majorGerman and inter-
national banks used by Linde are involved in the syndi-
cated faulity Withthis creditline, the Group has ensured
that it has a soiid general liquidity reseive with the banks
The facility 1s unutilised at the end of the 2012 financial
year and also serves as back-up for Linde’s eur 2 bn Com-
mercial Paper Programme _ 6L0ss4RY At 31 Decem-
ber 2012, there were commercial papers of eur 275 m
outstanding under this programme

FINANCING
AND MEASURES
TO SAFEGUARD
LIQUIDITY
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63

Financing principles
and objectives

The aim of external financing and measures to safeguard
liquidity 1s to ensure that the Group has adequate hqud-
Ity at alt times The international financial crists has made
it clear how important it 1s for companies to procure suf-
ficient hquidity

Externa! financial headreom 1s maintained primanly
by the capital markets and a major international banking
group Within the Group, the principle of internal financ-
ng apphies 1 e the financing iequirements of subsidiar-
1es are covered wherever possible by intra-Group loans
In accordance with this guiding principle, the subsidianies
were again financed 1n 2012 mainly by Dutch finance com-
pany, Linde Finance B v, and by Linde a6 Centralised
financing makes 1t possible for Group compamies to act as
asingle customer on the capital markets Thes strengthens
the Graup's negotiating pesition with banks and other
market participants and ensures that the subsidianes are
financed in a cost-efficent manner

Group companies are financed either by the cash sur-
pluses of other business umits 1n cash pools (the eurozone,
the uk, Scandinavia and the Baltic states, the us, China
and other Asian countries), or by Group loans from Linde
Finance 8 V or Linde ag, taking into consideration any
nsks spectfic to that particular country Occasionally,
Group Treasury also negotrates credit facilities with local
banks, to take account of particular legal, fiscal or other
arcumsiances Local finanting occurs mainty for small
amounts or for projects with specfic local requirements

In view of the financial ¢rnisis, Linde maintained an
adequate hquidity position In addrtion to cash and cash
equivalents of EUr 1 218 bn, Linde also holds secunites
totalling EuR 823 bn These secunities are mainly German
government bonds with matunitres of less than one year

Financing the acqursition of Lincare
In the 2012 financial year, Group Treasury was principally
concerned with arranging the acquisition financing for
the purchase of us homecare company Lincare and sub-
sequent refinancing

The Lincare acquisition was secured i July 2012 with
credit facilities totalling wso 4 5 bn (EUr 3 6 bn) prowided
by two banks This financing commitment was then suc-
cessfully syndicated to twenty-six banks worldwide

The acquisition financing 15 structured as follows
Tranche A comprises uso 2 5 bn with a ene-year maturity
(and the option to extend by a further twelve months)
Tranche B comprises uso 1 0 bn with a three-year maturity
Tranche ¢ comprises uso 1 0 bn with a thiee-year maturtty
{and the option to extend by a further two years)

immediately atter the official anneuncement of its
acguisition of Lincare, tinde indicated that 1t would in-
crease share capital by eur 14 bn and successfully placed
shares In the market with exclusion of the subscription
nghts of shareholders As aresult, 1t was able to reduce
its syndicated credit facility to uso 2 8 bn (EUrR 2 2bn) In
the period between the capital increase and 31 Decem-
ber 2012, the Linde share pnce rose by 211 percent

in September 2012, Linde AG I1Ssued both a eur 1 bn
bond and a 2 illion Norwegian krone (Nox) bond The
eight-year eurobond has a coupon of 175 percent The
five-year nok band has a coupon of 2 75 percent These
funds were converted by means of derivatives into
fixed-interest financing in us dollars

Linde used the funds from these two bonds and the
proceeds of the capital increase to reduce the usp acqui-
sibon loan to usp 1 225 bn (EUR 922 m) at 31 Decem-
ber 2012
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Other capital market activities

In 2012, Linde also made successiul use of the capital
markets for refinancing and improved the matunity protile
of its financial debt, thereby ensunng the long-term -
nancing of the Group

E2! SELECTION OF QUTSTANDING PUBLIC BONDS

In May 2012, Linde Finance B8 V 1ssued a new EUR 500 M
bond under the ewr 10 bn Debt Issuance Programme
1 GLassary The seven-year bond has a fixed-interesi
coupon of 1 75 percent and 1s guaranteed by Linde ac

Under the Eur 10 bn Debt Issuance Programme, 1ssues
totalling EUR 6 1 bn 1N vanous currencies were outstanding
at 31 December 2012 (31 December 2011 €UR 5 2 bn)

Issuer Rating Nomunal amount  Coupon rale i percent Motunity date ISIN
Linde Finance B V A3/A €216 m 5375 12 09 2013 X50387377756
Linde Finance 8 ¥ A3/A $400m 3 625 13112014 X50465484938
Linde finance 8 V A3/A €600m 6 750 08 12 2015 X50403540189
tinde Finance B V' A3/A £200m 5 500 29012016 X50123544529
Linde Finance B ¥ A3/A €1000m 4750 24 04 2017 X50297699588
Linde Finance B ¥ A3/A £300m 5 875 2404 2023 X50297700006
Linde Finance B V A3/A AS 150 m 3-M BBSW? + 0 850 19 08 2015 X50531121290
Linde Finance 8 v A3/A o €750 m 3125 1212 2018 XS0718526790
tinde Finance B V A3/A €600 m 3875 0106 2021 X50632659933
Linde Finance B V A3/A €500m 1750 11 06 2019 X50790015548
Linde AG A3/A €1000m 1750 1709 2020 X50828235225
Linde aG A3/A NOK 2 000 m 2 750 28 092017 X50835302513
Subordingted boands’
Undated
Linde Finance B ¥ Baa2/BBB+ €400 m 6 000 | Cali night from 2013 X50171231060
14 07 2066
Linde Finance B V Baa2/BBB+ €700m 73751 Call nght from 2016 X50259604329
14 07 2066
Linde Finance B V Baa2/BBB+ £250m 8125| call nght from 2016 X50259607777

1 These bonds weee not1ssued under the Debt Issuance Programme
* 3 month BBSW (Australian 8ank Bl Swap Rate)

Rating
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 stated objective
remains a stable “investment grade” rating

since the Bac acquisition 10 2006, Linde's ratings have
continued to improve In May 2012, s& P increased its rat-
Ing from A- to A Moody’s most recent rating adjustment
(from Baa1 to a3) was n spring 2010 Both rating agencies
confirmed their existing ratings for Linde in August 2012,
following the Lincare acquisition The subordinated bonds
are currently rated at eee+ by s&p and Baaz by Moody's

E22 RATING 2012

Long term Short-term
Rating agencres rating Qutiook rating
Moody's A3 Stable P-2
Standard&Poor’s A Stable A-1
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CAPITAL
EXPENDITURE

In the 2012 financial year, Linde again focused its capital
expenditure strategy on continuity The capital expendi-
ture decsion and allocation process is centrahised in The
Linde Group Every imajor item of capital expenditure re-
quires the approvat of a central investment commuttee or
of the Linde ag Executive Board The Group has again
invested specifically in those areas in which opportunties
exist for above-average growth and which contribute
towards Increasing the profitabiiity and compettiveness
of the Group The acquisition of Lincare and the purchase
of Air Products’ Continental European homecare business
were smportant steps in enhancing Linde's position inthe

balance sheet date as habilities and therefore does not
yet affect the movement of funds Most of the Group’s
capital expenditure (2012 EUR1901 bn, 2041 EUR 1439 bn)
was onge again incurred for the global expansion of i1ts
gases business Asn prior years, the Group’s focus was
on developing i1ts fast-growing on-site business The in-
vestment ratio 1n the Gases Division 1n 2012 was 151 per-
cent of revenue (2011 13 o percent)

In addition, Linde continued to strengthen i1ts good
competitive position In the international market by spend-
1ng EUR 3 244 bn on acquisitions and investments 1n
financial assets (om EUR 69 M) Investments in consoli-
dated compantes during the reporting penod totalled
EUR 3149 ba {2011 Eur32m) Of the Eur 3149 bn,
EUR 2 458 bn related to the purchase of Lincare and
EUR 639 m to the purchase of Air Products’ Continental
European homecare business

The remaiming investment i financial assets of
EUR 95 M {2011 EUR 37 m) related mainly to caprtal in-
creases in associates and joint ventures and to asset deals
s GLossary If these investments are included, total cap-
ital expenditure in the 2012 finanaal year rose to
EUR 5195 bn (2011 €UR 1 435 D)

E 23 CAPITAL EXPENDITURE BY DIVISION

1 € mithon 2012 2011
healthcare structural growth market The Grouvp also Gases Drvsion 1,901 1,439
again nvested a large sum (Eur 361 M in 2012) In the Engineerng Drvision - s0] T 26
growth region of Greater China = =
Investment In tangeble and intangible assets in the Other Actvies™ - __ 2 . 28
2012 hnanaal year {excluding financial assets) totalled (Gg(%'l..ISDING FINANCIAL ASSETS) 1,952 1,367
EUR 1952 bn {2011 EURr 1367 bn) The investment ratio was Financial assets 3,244 P
12 8 percent of Group revenue {2011 99 percent) Not all GRT)U;Wﬁ_ T - 5,196 _ﬁmﬁﬁ
capital expenditure was recognised in respective financial
years in the statement of cash flows as items affecting "9 onehdanens
the movement of funds eur 164 m was recognised at the
E24 CAPITAL EXPENDITURE OF THE GASES DIVISION BY REPORTABLE SEGMENT
(EXCLUDING FINANCIAL ASSETS)
2012 2011
1 € mithon inpercent i € million 0 percent
EMEA 778 409 627 43 6
Asla/Pacific 687 36 2 587 40 8
AMmercas 436 229 225 156
TOTAL GASES DIVISION 1,901 100 0 1,439 1000
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into account In July 2012, Linde carnied out a capital in-
crease to refinance the acguisition loan, as a result of
which there was a rise in the number of shares

This relatively rabust performance overallis confirmation
of the Group’s business model, which 1s geared towards
stability and sustawnability Linde 1s a global player and
extremely well-placed, especially in the emerging econ-
omies 1 e n those markets in which the greatest eco-
nomic growth was to be seen once againin 2012 1t1s this
position which enables the Group to compensate for fal-
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tering demand in some markets or the weakness of cer-
tan currencies
withits acquisition of Lincare, Linde has strengthened

High levels of sovereign debt worldwide, currency fluc-
tvations and volatile financial markets in the 2012
financial year fermed the background to a slowdown in
growth when compared with the previous year

As in 2011, most of the impetus in the global economy
in the past financial year came once again from the
emerging economies of Asia However, even in these re-
gians, the pace of growth was slower 1n 2012 than in the

its position 1n 2012 1n the fast-growing healthcare sector
Given demographic trends, the healthcare market ts a
gtobal megatrend in which Linde will be able to play a
part toan even greater extent than before now that it has
acquired Lincare At the same time, this acquisition has
enabled Linde to strengthen its position in North America
significantly and to create an even better balance ints
currency portfolio

Furthermore, the nigorous implementation of the wide
variety of efficiency improvement measures included in
the holistic ko programme contnbuted again in 2012 ta-
wards reinforcing the tigh level of profitability achieved
by the Group

previous year The more mature economies saw modest
growth at best in the 2012 financial year

Even i1n this environment, Linde’s steady performance
continued and it succeeded 1n achieving i1ts targets The
Group once again achieved increases in Group revenue
and Group operating profit and exceeded the record fig-
ures it achieved in the 2011 financial year Group revenue
rose by 10 8 percent to EUr 15 280 bn (2011 EUR 13 787 bn),
while Group operating profit was up 10 0 percent to
EUR 3 530 bn (2011 EUR 3 210 bn) The Group operating
margin was 231 percent, almost as high as the figure of
23 3 percent achieved in 20m

Linde achieved a return on capital employed (ROCE)
of 10 o percent (2011 11 0 percent) When comparing the
figures for 2012 and 2011, 1t should be noted earnings have
been adversely affected by impairment losses and the
amortisation of fair value adjustments identified in the
course of the purchase price allocations relating to the
acquisitions made by the Group duning the 2012 finan-
cial year Another factor to be considered is that many
large-scale projects in the on-site business are still in the
construction phase and were therefore not yet able to
contribute to earnings

Adyusted return on capital employed {1 e roOcE ad-
justed to eliminate the amortisation of fair value adjust-
ments identified n the course of the soc purchase price
allocation) was 11 s percent (2011 13 0 percent)

Earmings per share improved by 2 2 percent to EUrR 703
(2011 EuR & 88) When comparing the eps figures for 2012
and 2011, the Ltncare acquisition alse needs to be taken

EXECUTIVE BOARD SUMMARY
OF THE 2012 FINANCIAL YEAR
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PURCHASING

The Linde Group

Linde pursues a Group-wide portfoho strategy for pro-
curement In the 2012 financial year, the Group spent
around EUR 10 ¢ bn (2011 around €UR 10 7 bn) on purchas-
Ing 1n various markets worldwide Around Eur 9 2 bn of
this amount related to the Gases Dwvision and around
EUR 17 bn to the Engineening Division

Gases Division
The Gases Division purchases an extremely broad range
of goods and services, including energy, gases, gas cyl-
inders and valves, tanks and tank equipment, vehicles,
healthcare equipment, components for large-scale plants
and complete small plants, 1T hardware and software, plus
a great variety of services

In 2012, Linde was able to meet its ambitious procure-
ment targets There were imprevements once agarm in the
relevant performance indicators As a result of the con-
tinued ngorous implementation of Hpo (High Performance
Organisation), 1ts holistic concept designed to achieve
sustainable increases in efficiency, the Group was able
to improve its purchasing performance Atthe same time,
Linde embarked on a [arge number of new projects to
make 1ts procurement more efficient and to develop ever
more transparent purchasing management systems
These measures focused, for example, on optimising the
management of “A” category supplers (which make up
around 80 percent of Linde's purchasing volume), on 1m-
proving energy management and an developing more
effective processes Process optimisation measures in-
cluded the introduction of an electronic cataloguing sys-
tem, which will enable Linde to meet its requirements
from individual suppliers on the best possible terms and
significantly reduce process costs With the global pur-
chasing scorecard _ Grossary, the resulls of these activ-
ities will be presented in transparent form

The acquisitions in the Healthcare segment in the 2012
financial year _ 6ases prvisron will provide a good basis
for further improvements in Linde’s cost structure in this
Global Business Uit due to the resultant economies of
scale

By continuing to develop its organisation, Linde 15
aiming to create a positive impact on cost and cash flows
in the area of purchasing which s sustainable in the fu-
ture, both in relation to expenditure and to processes The

Group will not only make structural changes, but also
continue to work on optimising 1ts supphier and product
portichos in order te reduce sts and avoid risks

Engineering Division
The decline in economic momentum in the course of 2012
has resulted in easing in the international procurement
markets By way of example, steef prices {which had nsen
in the first half of 2012) feli back in the second half of the
year due to weakening demand Linde was able at all
times to secure supphes of goods for its Engineering Di-
vISION

In 2012, the Group continued with the successful im-
plementation and expansion of its Global Procurement
Inttiative, launched in 2009 Procurement centres in Eu-
rope, India, China, Korea, Abu Dhabt and in the United
States were strengthened further through targeted meas-
ures which significantly improved access to the markets
The global network of procurement centres has been in-
strumental in increasing competition between supphiers
At the same time, Linde has succeeded in achieving faster
and better results Clearly-defined procurement strate-
gres also enabled Linde to optimise supplier selection
Linde’s mawn aim here 1s to improve efficiency

The Group also opened a new procurement centre in
the 2012 financial year inRussia From its Samara site,
Linde will service future psojects in the growth market of
Russia and throughout Eastern Europe

In 2013, Linde will place more of Its orders in best cost
countries s cLossary, especially in India and China The
Group expects to achieve further significant cost reduc-
tions by pursuing global negotiation strategies Price in-
creases in the procurement market are most kikely to be
the result of rising energy costs
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The Linde Group

Ongoing, focused research and development activities
play a definingrole in the long-term success of a global
technology company such as Linde

During the last financial year, Linde spent a total of
EUR 101 m on research and development (2011 EYR 98 m}
As at 31 December 2012, there were 385 Linde employees
in total working in this field (201 342), of which 246 1n
the Gases Dvision and 139 in the Engineenng Division To
protect its innovations from the competition, Linde filed
269 new patents across the Group over the course of the
past financial year As at 31 December 2012, Linde tech-
nologles were protected by a total of 2,513 patents

By drawing on the findings of its pure research, the
Group 1s continsously moving into new areas of applica-
tion for its gases and s constantly stnving to make further
improvements In its processes and plant technologies
Application development at Linde s always set 1 the
context of customer commissions and therefore invalves
close hiaison with custemers, taking into account their
ndividual requirements The Linde Group pays particular
attention to the environmental compatibility of its pro-
duction processes Key prionities include making techno-
logical processes and plants more energy-efficient and
reducing emissions ansing from manufacturing processes,
i relation to both Linde’s own operations and those of
Its customers

As a technology leader in this area, Linde has worked
on pooling the skills of its engineers to an even greater
extent, intensifying its activities in 2012 1n the centralised
Clean Energy Group This team, which operates across the
different business areas, develops innovative products
and processes that help to make renewable energies eco-
nomicaily viable, to reduce consumption of natural re-
sources and to cut emssions which are harmful to the
climate

To achieve this, Linde combines the skills 1n its
Gases Division with those in its Engineering Division,
whilst also Involving leading institutions and companies
in cooperation projects The Group is focusing in particu-
lar on the following areas which hold promise for the
future carbon capture &storage and carbon capture & us-
age (ces/ccy, i crossary), enhanced ol and gas recov-
ery (EOR/EGR, s GLossary), and the production, storage,

distribution and filling of merchant iquefied natural gas
Further prignties include hydrogen fuel cells, large-scale
energy storage and the conversion of biomass into fuels
or into basic materials for use in the chemical industry

One inittative designed to promote the creativity and
inventiveness of the Group’s engineers and technicians,
the Linde Inrnovators Club, has now become quite an n-
stitution Durning the past financral year, Linde awarded
the Linde Group Patent& Innovation Award 1o the best
innovations for the seventh time The Linde Innovatars
Club now has around 140 members In addition, 2012 saw
the staging of the first Linde Technology Day, which
heightened employee awareness of the crucial signifi-
cance of Innovation As part of this event, a new career
model for employees warking in research and develop-
ment was unvelled for the first ime This aims to promote
innovative approaches and ensure even greater reward
for outstanding performances

Gases Division

In its Gases Division, Linde invested €Ur 74 m in research
and development in 2012 (2011 EUR 72 m), focusing Its
activities on six areas of particular strategiC importance
environmentally scund practices, efftcient industrial pro-
cesses and clean energy, healthy eating, convenience
food, geographic and demographic shifts, and perfor-
mance matenals The project portfolio 1s encompassed in
four R&D areas chemicals & energy, metal & glass, food
and drink, and manufacturning

In the area of metal & glass, Linde developed a process
in the 2012 financial year for reducing emissions of envi-
ronmentally harmful oxides of nitrogen during the man-
ufacture of glass The new technology, known by the
product name corox®LowNOx, involves feeding addi-
tional oxygen tnto the glass furnace under bugh pressure
This improves the quality of the burner flame, lowers the
required temperature level, thereby cutting emvissions of
nitrogen oxides

Moreover, Linde pressed ahead with the establish-
ment of its metal&glass research centre in China This
project isbeing developed in response to ever increasing
demand n China for steel, alumimum and glass

Duning the reporting year, Linde yet again expanded
its modular cryoLIne® range of products for sts customers
in the food industry This range includes products that can
be used for the cryogenic shock-freezing of food with
nitrogen or carbon dioxide New developments during
the past year include the expansion of the cryoLiNE® xF
(cryogenc spiral freezer) and ¢CRYOUINE ¢w product fines

Linde has also developed an innovative refrigeration
system for the transportation of foodstuffs by truck This
has been launched ontc the market under the product
name FrosTCRUISE® The cooling technology uses hquid
nitrogen as the refrigerant at a temperature of -196°C 1o
keep the in-transit food constantly cool The benefits of
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this new process compared with conventional technolo-
gies are greater transport safety, less noise pollution
during delivery and lower carbon dioxide emissions

Meanwhile, 1n Norway, Linde opened its own research
and innovation centre devoted to the long-term optimi-
sation of oxygen supplies for fish farms Globally, fish s
the most important sousce of protein in the human dret
Fish farming therefore has a vital part to play in feeding
the world’s growing population _x PAGES 54 70 59 IN THE
LINDE ANNUAL

uinde has also stepped up its development of technol-
ogies and processes designed to help increase efficiency
In the manufacturing industries and to improve the envi-
ronmental compatibility of production processes

Once againin 2012, Linde confirmed its pioneerning role
in the ongoing development of environmentally friendly
hydrogen technology To ensure this forward-looking
technology makes a real breakthrough, Linde has become
involved in a number of inthiatives across the world
Germany occupies a leading position in this field Linde
15, for exampte, a founding member of the Clean Energy
Partnership (cer) and of H, Mobthty These public/private
partnershups are working towards the commercialisation
of hydrogen as a fuel and the creation of Germany's first
countrywide hydrogen infrastructure The companies
from the energy, transport and automotive sectors in-
volved in these projects are therefore supperting the
series production of hydregen fuel cell cars, which vehicle
manufacturers have announced will commence over the
ComIng years

As part of these activities, more new H, filling stations
equipped with Linde technology opened for business
during 2012, including the largest and most modern in
Eurcpe in the HafenCity docklands development in Ham-
burg, Germany This station has the capacity to fill up to
20 buses and numerous cars with hydrogen per day Half
of the environmentally fnendly fuel s produced on site
using regenerative energy from electrofysis Austria’s
very first public hydrogen fitling station was opened dur-
Ing the reporting year, the turnkey project having been
implemented by Linde for its customer omv In the vk,
meanwhile, Linde expanded its network of hydrogen fill-
Ing stations, commissioning a filling plant en the Honda
site

As a fuel, hydrogen also has the potentral to store en-
ergy produced using wind power With thisn mind, Linde,
ENERTRAG AG and Total Deutschland GmbH have setup a
joint pilot project in the area of wind-hydrogen The plan
15 to produce hydrogen via electrobysis from wind energy
at what 1s known as a multi-energy filling station at the
German capital’s prospective new awrport Berlin Branden-
burg (8er) Linde 1s responsible for developing, nstalling
and commissioming the hydrogen filling station

The promotion of research and development remains
a high prianty for the healthcare business particularly in
the field of medical gases and therapies Ongoing im-
provements to tnied-and-tested products, coupled with
new products and services, enable Linde to tap consist-

ently into new markets 1n this promising sector in pas-
ticular, Linde backs research that focuses on the medical
applications of gases and on the development of devices
and services that address the needs of patients with
chronic respiratory diseases

Engineering Division

In the 2012 financial year, Linde’s Enqineering Division
spent a total of Eur 27 m onresearch and development
activities (2011 EUR 26 M) As 1N previous years, this
money was allocated to the development of existing and
new technologies in the product hines of natural gas
plants, air separation plants, olefin plants, and hydiogen
and synthests gasplants Linde s always Jooking for ways
of making furtherimprovements in the energy efficiency
and environmental credentials of its installations s pages
36 7O 39 IN THE LINDE Annuat The central research and
development department helps the units respensible for
individual plant ines to make continuous improvements
to their processes and to develop innovative technologies
to tap into new lines of business

All the companies I1n the Engineenng Division have
their own suggestion schemes, which award prizes for
exceptional ideas submitted by members of staff The
Group’s central patent depariment works closely with the
Engineering Division to ensure that Linde’s nghts to inno-
vative techmical solutions are protected at an early stage

The need for energy storage options will only increase
over the comng years as the importance of wind energy
and solar energy withtn the elecincty mix continues to
nse This s why Linde 1s working intensively on the de-
velopment of high- temperature thermal energy storage,
launching its first feasibihity studies i this area

Together with partner companies, Linde has been
making further progress ondeveloping processes for the
production of hydrogen from water electrolysis under
vanous electnaty procurement scenarios during the year
underreview Potential areas of apphication for hydrogen
obtained using this method being considered by Linde in
its R& 0 projectsinclude reconversion to electniaty, use
as an energy source for emission-free mobility, conver-
sion to hydrocarbons together with co, to create aco, sink
— Giossary, conventional applications in the chemical
industry and as a direct feed into the natural gas network

Linde 1s also researching processes that produce hy-
drogen from biogenic raw materials 1n order to provide
energy which is sustainable and chimate-friendly The
progress made at the ptlot plant for the production of
hydrogen from glycenne at the Leuna site in Germany was
sufficient for the plant to be upscaled to demanstration
level duning the reporting year

Another possible route for the production of green
hydrogen 1s the thermo-chemical conversion of solid bi-
omass and blogenic waste materials Linde i1s working
together with an industrial partner on testing this tech-
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nology, which converts a broad spectrum of biogenic raw
maternials into synthesis gas, whichis suitable for use both
as feedstock and 1n energy production

The Group has made further improvements to its Car-
bo-v® technology This process converts wood and wood
bromass, which can already be obtained in a way which
conserves resources and do not compete with food pro-
duction, into biofuels, such as biodiesel

Under the auspices of a Joint research project, Linde,
BASF and other partners are currently working on a new
production process for alternative fuels The aim of the
project, which 1s being supported by the German Federal
Research Ministry, (s to produce the hquefied gas dime-
thyl ether (ome) from carbon monoxide and hydrogen
DME Is an environmentally friendly alternative ta conven-
tional diesel and can also be used in the petrochemical
5eCtOf s PAGES 50 TO 53 IN THE LINDE ANNUAL

Moreover, Linde s always striving to improve and ex-
pand its range of products for hydrogen and synthesis gas
plants One particular focus of this work s the develop-
ment of small reformers such as nyproPrRIME® for decen-
tralised hydrogen production

In the research and development field of air separa-
tion units (asus), Linde focused in particular in the 2012
financial year on the increastng standardisation and mod-
ulansation of 1ts Asus and will continue to drive such ac
tvities forward over the coming years _ pases 27 1o 29

Global efforts to reduce carbon dioxide emissions (Co,)
to combat climate change have opened up a promising
new area for Linde 1n the form of the technologies needed

E25 RESEARCH AND DEVELOPMENT

to separate, store and use o, contained in the flue gases
emitted by power plants (carbon capture & storage and
carbon capture §usage, or ccs/ccu)

One of these processes with a promising future 1s post-
combustion capture technology s ctossary Thisis used
to separate and store the co, after the combustion pro-
cess in the power plant Linde has already been success-
fully testing this technology for three years now at a pilot
plant In Niederaussem, Germany

Based on this positive experience, the us Department
of Energy (DoE) decided to grant funding of usp1s m to
Linde in2011 for the further development of the past-com-
bustion capture process With the DoE's support, Linde 15
currently constructing a pilot plant in Wiisonville, Ala-
bama, with the aim of testing innovative co, scrubbing
processes there from 2014 and demonstrating that they
are ready for the market In 2012, tinde was able to con-
clude the basic engineering phase and proceed to the
detati engineering part of the project

In the area of petrochemical plants, Linde conttnued
to concentrate dunng the reporting penod on tncreasing
the flexbility of raw materials for olefin production plants
and on product optimisation for these plants As part of
these efforts, new concepts based on alternative feed-
stock such as methane were pursued In close coopera-
tron with Saudi Basic Industnies Corporation (sagic) and
the Leibniz Institute for Catalysts (L'kAT) at Rostock Uni-
versity, Linde’s Engineering Division developed an im-
proved process for the selective production of 1-hexene
This has now moved to the pilot stage

Expenditure (1n € mithon) Number of employees
2012 2011 2010 2009 2008 2012 2011 2010 2009 2008
Gases Division 74 72 68 66 73 246 220 199 206 267
Engineenng Division 27 26 26 23 31 139 122 125 140 n?
GROUP 101 98 94 89 104 385 342 324 346 384

' Adjusted
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Strategy
with around 62,000 employees, The Linde Group operates
successfully worldwide The aim of human resources man-
agement 1s to acquire the employees best suited to the
Group, to nurture them and to build up long-term loyalty
To do this, it 1s Linde’s goal to offer its staff safe and at-
tractive working conditions, fair and respectful treatment,
and reward for excellent performance In return, Linde
expects its employees to assume responsibility, both for
the success of the company and for the implementation
of Linde’s corporate values

One of the cornerstones of the global veo programme
designed to improve efficiency 1s “People Excellence” As
part of this imitiative, Linde has pinpointed three priorities
that are partrcularly imporiant to sustainable 1R efforts
developing talent, a perfosmance-oniented approach and
corporate culture

Employees gcross the world

As at 31 December 2012, The Linde Group employed a to-
tal of 61,965 members of statf, an increase of 11,548 com-
pared with the previous year-end The acquisitions car-
ried out duning the financial year resulted in the addition
of 11,499 new employees On average, 6 9 percent of
employees worldwide left the company duning the year
under review at their own request Depending on the
region, this turnover rate ranged from 2 7 percent in the
rBu Continental & Northern Europe to 13 3 percent in the
RBU South & East Asia

Remuneration and social benefits
Personnel expenses during the reporting year totalled
EUR 3 096 bn (201 EUR 2 653bn) Remuneration pack-
ages include vartous elements and aie designed to en-
courage the employees’ focus on the Group’s lang-term
strategic aims These include the target-based and per-
formance-based system of remuneration at managernial
level and the global performance management system,
designed to alfow a comparable and fair appraisal for al)
staff The variable remunerabon components are based
on the extent to which the Gioup meets its targets and
on employees’ individual performance levels For the pur-
poses of supporting this system, Linde wntroduced an 17
module in 2012 which enables performance evaluations,
which ate binding on all managers wosldwide, to be car-
ried out uniformly across the Group

By means of the Linde Lang Term Incentive Plan, man-
agers may also acquire Linde share options and thus par-
ticipate directly in the company’s growth in value

Linde currently offers defined benefit pension plans
n 32 countries and defined contiibution plans _: 6tossary
in the same number of countries Overall, this means that
employees 10 46 countries have access to company pen-
sion schemes or healthcare benefits Durning the 2012
financial year, Linde spent a total of Eur 241 m (2011
EUR 190 M) on pensions Through defined benefit plans,
29,069 active employees are being paid an occupational
pension, 19,380 former employees have acquired a vested
claim to @ campany pension and 31,118 pensioners are
drawing an occupational pension withn the Gioup The
matn pension plans - accounting for around 92 percent of
the Group’s global obhigations - are held in the United
xingdom, Germany, the United States, Australia, the Neth-
erlands, South Africa and Switzerland In addition, Linde
provides its employees withadditiona! benefits governed
by local regulations Theseinclude medical screeming and
support for pre-emptive programmes such as seminars on
avaiding burn-out or preventing addiction
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Winning and developing talent
In the global competition for the best talent, the recruit-
ment of well-trained experts, espeaially hughly quahified
engineers, plays a particularly important role at Linde
The Group cooperates with universities and research in-
stitutrons across the world Theteby, Linde seeks to attract
newly qualified graduates Duningthe year under review,
the Group launched an inibiative at eleven Chinese umi-
versities to recruit graduates for its operating business,
sales, and research and development departments More
than 2,000 students attended the presentations put on
by Linde

worldwide, Linde provides traiming opportunities in
vanous technical and commercial areas In Germany, for
example, it offers training 1n 17 different careers In 2012,
depending on the division concerned, between 90 4 and
100 percent of apprentices and tranees in Germany from
the same intake who completed their training were of-
fered at least a fixed-term contract The number of ap-
prentices and trainees as a proportion of the total number
of employees in The Linde Group was 11 percent in 2012,
of which more than 57 percent were working in non-
German companies

Key components of Linde’s long-term approach to HRr
development :nclude not only recruitment of the right
talent, but also succession planniag for the Group’s man-
agement team In 2012, Linde held a planning workshop
for around 100 strategic positions The aim 1s to recognise
and nurture potential, and to ensure knowledge transfer

Linde offers a range of programmes designed to help
the continuing professional devetopment of 1ts employ-
ees and to support them in theur learning and change
processes The Group also provides training and develop-
ment programmes through Linde University As partofits
related Global Talent Circle development programme for
middle managers, Linde set up a cooperation project, for
example, with the China Europe International Business
school Over 14,000 courses have been delivered through
Linde University since these training programmes were
established

workshops on change management are held to give
employees the chance to discuss the 1ssues at stake Since
these workshops were introduced 1n 2010, around
3,400 members of staff have attended them Mentoring
schemes are used to make it easier for new employeesin
particular to integrate into the Group In North America,
for example, Linde runs 3 mentoring programme which
hias more than zoo participants

Achieving o work-hfe balance

Linde helps its employees to reconcile their persenal and
professional goals Staff have the aption of a number of
different flexible working models, ranging from flexitime
or part-time hours to teleworking, and can also obtain
assistance in finding childcare or care solutions for other
famity members The various initiatives are based on spe-
cific local requirements The Flexible Futures programme
in the ux, for example, gives employees the opportunity

to take up to twelve months off if they wish to complete
a training course of pursue a private project Part-time
employees in the Group accounted for 19 percent of the
workforce in the reporting year In Germany, more than
300 employees took parental leave in 2012, of which
around 37 percent were men

In addition, Linde offers its employees i Germany and
North America a childcare organisation service in 2012,
the Group tncreased its budget for a share of daycare
places in Greater Munich This means that the number of
daycare places here can be increased from 20 to 45 In
other German locations, more than 100 employees re-
celved a subsidy towards their childcare place

Labour and social standards

1n 1ts globally binding Code of Conduct, Linde commits to
the pnnciples of the Human Rights Charter of the United
Nations and the core labour standards of the International
Labour drgamization {iLo) Compliance with social stand-
ards 1s reviewed as part of a multi-layered process, a key
companent of which 1s a worldwide survey of systems for
fair working conditions Another tool 15 the Integrity Hot-
line, which employees and external stakeholders can use
to report mstances of misconduct Furthermore, labour
standards are the subject of consultations with the em-
ployee representatives Once again in 2012, Linde collated
information uniformly across all the Group’s sites on is
processes for adhering to social standards and observing
human rights The findings cover all the couniries n
which Linde operates
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Diversity and equal opportunities
tinde has identified diversity as one of the essential 1n-
gredients in the Group’s success Indeed, its aim s to
assemble the best passible teams across the world These
should understand customers’ needs on the ground, have
an overview of the local market, and know and respect
the speaific cultural identity As at 31 December 2012, the
Group employed staff from around 130 dHferent countries
More than 6o nations are represented in the German com-
panies alone The proportion of senior managers in The
Linde Group from countries other than Germany exceeded
65 percent in 2012, with more than 40 nations represented
at this level At the Linde sites in the emerging markets
of China, India and South-East Asia, over 70 percent of the
executive staff are from that particular region in 2012,
more than 250 Linde employees were sent on secondment
to subsidraries abroad

One of Linde’s main priorities in the area of diversity
and equal apportuarties 1s the pramotion of female man-
agers The praportion of women in the ma)or talent de-
velopment programme for middle managers, the Global
Talent Circle, was raised during the reporting yeai, from
26 8 percent to 29 percent Linde has set itseif the target
of raising the propartion of wamen 1n managerial pos:-
tions to between 13 and 15 percent by zo18 During the
year under review, an engineenng and IT careers maga-
une in Nosth America awarded Linde the title of “Best
Diversity Company”

The Family and Career working group has been looking
at demographic issues at Linde since 2008

involving employees
Linde works together with employee representatives and
trade unions on the basis of partnership In 2012, 53 & per-
cent of Linde employees were employed on the basis of
collective wage agreements (2011 53 5 percent) Linde’s
system of employee representation in Germany Is two-
tiered, consisting of warks counals in the decentraiised
units and a central works council for the Group as a whole
In addition, for some years now, Linde has also had a
European Works Counctl, curvently with 24 members In
2012, the European Works Council joined a project aimed
at improving cross-border cooperation and supported by
the European Urion

Honest feedback from employees is crucial to Linde's
HR approach In 2012, the Group conducted a glebal em-
ployee survey for the second ime g6 percent of employ-
ees took partin the voluntary survey Compared with the
fast survey 1n 2010, there was an improvement in results
across the board 82 percent of employees stated that
they were proud to work for Linde The Group’s commit-
ment to enviienmental protection and 1is openness in
addressing satety 1ssues were qted as particularly posi-
tive characteristics by the staff Meanwhile, aspects such
as communication between managers and therr staff and
cooperation across different departments were men-
tioned as areas for improvement

Occupational sefety and health protection
Linde 1mplements a variely of measures to protect 1ts
employees from potential nisks associated with their work
for the company The Group uses its global management
system for safety, health, envirenmental protection and
qualrty {sHeq) to identify potential hazard sources in the
workplace agd to set risk control standards and guide-
lines Defined key performance indicators are used to
assess performance levels in the areas of occupational
safety and health protection, and performance in these
areas is also audited In 2012, audits were conducted at
&2 4 percent of Linde’s operating sites {2011 54 s percent)
Linde also involves the employees of companies which
are working at its sites, withits customers or in the area
of transport {(contractors) in the application of its occupa-
tional safety and health protection measures In 2012, the
number of work-related acudents per milhion hours
worked resulting in a lost warking day was cut further to
13 (2011 14) Desprte this positive trend, it 1s with the
deepest regret that the Group must report that three
Linde employees and four workers employed by contrac-
1ors lost their [ives whilst working for the Group during
the reporting year Six of these fatalities occurred in re-
lation to transport activities and one employee lost her
hfe in a car accident

Over the coming years, Linde 1s looking to expand its
otcupational health management programme and 1o work
towards global harmonisation in this area The health
nsks associated with manual and repetitive weork are a
particular focus in this regard The propertion of industnial
incrdents and chioruc illinesses that can be attributed to
manual activities [ies between approximately 30 and
50 percent per year

in seeking to improve its occupational health manage-
ment stll further, Linde 15 also counting on employee
participation In 2012, Linde recognised innovative solu-
tions for handhing gas cylinders n the rBu Continen-
tal & Northern Europe through its Manuzl Handhing Award
Teams from two German filling plants were the winners,
chosen from around 70 enlries submitted for the award
The winning teams had designed rolling aids o ease the
strain on workers’ backs when maving small gas cylinders
around With a view to preventing stress-related illness,
substdianies in some countries have intreduced tratning
sessions for employees an stress management tech-
niques
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Soctal commitment
Linde 15 involved 1n a vaniety of projects in proximity to
the Group’s sites around the world, providing assistance
locally in the form of donations, sponsorship and volun-
teenng on the part of Linde employees The Group’s strat-
eqy includes a locus on sustarnable initiatives related to
the Group’s business activities In particular, Linde sup-
ports projects in the fields of education and science
Other prionties include such issues as safety, environ-
mental protection and socia! affairs Cross-regional 1n-
volvement in such projects is coordinated by the Group's
Corporate Centre, with local initiatives being organised
on a decentralised basis by the region concerned

In the field of education, Linde focuses in particular
on supporting training for the next generation of engi-
neers and naturat scientists One example of this commit-
ment 15 the Carl von Linde Academy at the Technical Uni-
versity of Munich, which 1s funded by the Group This
establishment provides up-and-coming engineers, 17T
experts and natural sctentists with knowledge that ex-
tends beyond the himits of their theoretical subject, by
touching on areas such as business ethics By the end of
2012, more than 11,000 students had made use of the
Academy’s programmes

For several years, Linde has been supporting the
schloss Hansenberg boarding school 1n Hesse via a pub-
lic-private partnership The aim of this partnership 1s to
foster the talent of pupils with especially strong academ:c
and social skilis

Linde also sponsors scientific exhibitions, expenments
and competitions 1n varigus countnies In Munich, hame
1o the Group’s Corporate Centre, Linde 1s one of the found-
ing members of the Deutsches Museum Future Initiative,
the aim of which ts to modernise the largest technology
museum 1n the world Linde 1s supporting the initiative
with a donation which will total Eur 5 m by 2018

Education also plays an importantrole in other regions
Linde’s South African subsidiary Afrox, for example, sup-
ported some 40 projects - and thus almost 3,800 children -
through its Community Involvement Programme dunng
the year under review Over the course of 2012, Afrox
invested around EUrR 540,000 In social projects

As one of the founding members of a road safety ini-
tiative, Linde offers young pecple 1n Australia and New
Zealand safety training shortly before they sit their driv-
ing test More than 250,000 school pupils had taken up
this offer by the end of 2012 Worldwide, Linde helped
more than s5,000 children, school pupiis and students
through 1ts initiatives during the reporting year

The Group helps its employees to get involved in vol-
unteering by giving them time off work, financial assis-
tance or matching their donations After Hurricane Sandy
in the United States, Linde’s regiona! business unit and
its employees in the stricken region tagether donated in
excess of usD 75,000 in 2012 In North America, Linde and
its employees donated a total of more than usp 550,000
10 a vanety of chanitable organisations
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E26 EMPLOYEES'

2012 2011
employees by reportable segment (ot the bolance sheet date)

Gases Division __ 50,605 39,031
EMEA _ 614 20,920
Asra / Paciii 11,037 10,868
Americas 17,954 7,243

Engineening Division 6,564 6,319

Other activities 4,796 5,067

GROUP 61,965 50,417

Structure of the workforce

Age structure of the staff
Staff up 10 30 years old (in %) 170 16 0
Staff between 31.and 50 years old (in %) 588 590
Staff over 50 years old (i %) 24 2 250

Female employees in total workforce (%) 201 1935

Male employees in total workforce (mn %) 799 80 5

Female employees in senor management positions {in %) 13 10

Female employees in development programmes for middle manager (in %) 2990 26 8

Apprentices and trainees in total workforce (in o) 11 13

Apprentices and trainees in Germany (in %) 32 36

Sevesely disabled employees in Germany (in %) 31 36

Part-time employees (in %) 19 20

Temporary staff (in ») 75 64

staff covesed by collective wage agreements (in %) 538 535

Employee retention

Staff wrnover rate® fin %) 69 63

Average length of service (m years) 101 98

Employee traiming’

Employees who have taken up training opportunities (i %) 756 64 4

Average training days per employee 20 23

Average expenditure on training programmes (per employee, In €) 2915 268 Q

Pension costs {in € mihion) 241 190

Occupotignai heglth gnd safety’

workplace accidents with at least one day of absence (per mithon hours worked) 13 i4

workplace accidents with at least one day of absence 136 144

Number of working days lost due to industnal acadents (per multion hours worked) 316 261

Numbes of days sick leave (per employee) _ 53 50

Fatal industnal acaidents of employees 3 5

Fatal industnial acaidents of contractors 4 3

1 #3017, Linde the ac tion of Lincare gs Inc and Alr Products’ Continentat European homecare business Unless required by financal reperting standards

{employees a1 the balance sheet date personnel expenses pension costs), figures of Lincare Holdings on employees will onty be 1&ported atter they have been fully
cansolidated lor one finantial year Figures on employ of the acquited b business of All Products dte lully reported tor the flnancial ye#r 2013, uniess otherwise

indicated

3 The staff turnover rate refates to employees whe have lefi the Group vofuntanly during the linzncial year

? Indicaters on employee training and an occupationa! health and safety do not Include numbers from the Air Producis’ Contineatal Eurapean homecare business which was
acquired in 2012
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Strategy
Safety is a top pnority for Linde, both in 1ts own business
processes and the use of 1ts products by customers The
atm of the Group-wide safety and environmental protec-
tion management systems 1s to keep people and the en-
vironment from harm Linde is focused on minimising
safety nsks, minimising the Group's environmental unpact
and ensuring the efficient use of energy, resources and
matenals Linde’s innovative technologies and products
help 1ts customers tackle ecological challenges, such as
chmate protection and water resoufce management

Linde has developed global quidelines and standards
for safety and environmental protection The Group con-
ducts audits to venfy compliance with these voluntary
commitments In 2012, more than 1,400 safety, environ-
mental protection and health protection audits were car-
ned out at Linde sites, either by the Group itself or by third
parties Linde’s internal audits foliow international stand-
ards on quahty, environmental management and health
protection, 150 9001, 150 14001 3nd OHSAS 18001 External
certification also endorses the high standard of the
Group’s safety, environmental protection and quality sys-
tems

Moreover, Linde has implemented a global process to
evaluate and communicate safety, health, environment
and quahty incidents worldwide Near-misses from which
the Group can fearn lessons for the future are also re-
corded in this way In 2012, the Group arculated internaily
38 information sheets with a description of the relevant
incident or near-miss, the main reasons for its occurrence
and the measures that were introduced as a result In
addition, Linde prepares global risk avaidance plans
These are designed to protect employees and neighbours
as well as the Group’s property and information

The Group systematically tramns its employees in occu-
pational health and safety, product safety and environ-
mental risks Moreover, Linde devises schemes to raise
employees’ awareness of safety and environmental 1s-
sues and to encourage them to display greater initiative
n these areas Durning the financial year, for example,
Linde held employee workshops worldwide en how to
handle acetylene safely When it comes to safety and
environmental issues, the Group also works with local

communities In 2012, for instance, Linde launched a se-
res of safety talks in China at the invitation of local au-
thonities Linde received several awards in the course of
the year in recogmition of its activities in the area of en-
vironmental and safety management, including its suc-
cessful approach to safety management in Thailand and
its responsible handling of hazardous substances in China

Site sofety

Risks that might be posed by the operation of plants to
employees, local residents or neighbouring companies
are identfied and evaluated on the basis of an estab-
lished process Inaddition, over the past few years Linde
has introduced a Group-wide management system so that
major potential hazards of its plants can be recorded an
a umform basts worldwide This programme, known as the
Major Hazards Review Programme (MHRP, _ GLOSSARY),
sets outthe control mechanisms Linde has designed to
limit these risks as far as possible By the end of 2012,
&7 percent of the sites concerned had been certified in
accordance with the mHRp In order to be prepared for
critical inadents, the Group has set up emergency plans
an a global scale These take into account major adverse
events such as fires and explosions, whilst also consider-
ing the potential impact of natural disasters, cnme and
pandemics on the Group's sites and business processes
So that the Group can react to these events, responsibil-
ities have been allocated and decision-making channels
have been established at local, reqional and Group-wide
level Dunng the reporting year, Unde introduced a new
global gudeline relating to the safety of employees who
work tn buildings on production sites
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Transport safety

Transport incidents are one of the key safety issues fo-
cused on by Linde The Group 1s canstantly working on
reducing the number and frequency of transpori-related
wncidents still further, both for 1ts own transport opera-
tions and for transportation services provided by third
parties As part of the global package of improvement
measures ¢n transport safety, Linde has set Jtself four
goals

— to revise all local and global minimum standards for
transport safety and to tntegrate these into the
Group’s global standards database,

— to provide the employees concerned with trarning in
the revised standards,

— tointroduce an audit programme to verify comphance
with these standards and

-+ to intreduce new safety training for drivers entitled

"ActSafe for Drivers”

By the end of 2015, the aim is to have audited at least
60 percent of Linde sites with transport operations to de-
termine the level of comphance with the standards The
Actsafe for Drivers secunity training 1s scheduled for im-
plementation in at least 30 percent of sites by 2015 Inthe
course of 2012, Linde trained and certified 40 transport
auditors The Group also works closely with local govern-
ment and authonties on transport safety In 2012, for ex-
ample, Linde jomned forces with local authorities in Bang-
ladesh to conduct an emergency respanse exercise for
transport incidents

Product stewardship

Linde systematically sdentifies and controls risks along
the product value chain, from the procurement of mate-
nals to production through to use by the customer To this
end, the Group analyses such aspects as the ecological
impact and toxicity of substances Linde decuments the
results in a database, which also serves as a central
source of facts and figures for transport safety measures
and for the preparation of safety information for custom-
ers and the general public Linde holds data safety sheets
in all the languages used i the countries in which the
Group operates It also offers its customers safety training
In Germany and Austna, for example, Linde ran training
sessions for around 2,200 participants during the report-
ing year on the responsible handling of gases, holding 113
semunars dedicated to its own customer safety pro-
gramme, LIPROTECT® A range of services covering al! as-
pects of the supply of gases 1s also available, extending
from hazard assessment through to inspection, mainte-
nance and repairs Depending on the sk, specially
trained Linde staff assess whether the conditions are in
place for proper gas handhing prior to dehvery to the cus-
tomer’s site Linde’s emergency teams are available to
support customers should help be required This s also
the case outside business hours or at weekends

Linde complies with the requirements Of REACH —r 6LOSSARY,
the ev regulation on chemicals To achieve this, the Group
has established a dedicated team of moie than 30 experts
across Evrope to iImplement the REACH rules Linde is also
actively working together with the Evwropean Industrial

Gases Assouation (E16A) and other trade bodies to imple-
ment the REACH process in accordance with the rules and

bring 1t to a successful conclusion with the assistance of
customers and suppliers The Group’s product stewardship

programme extends well beyond statutory requirements

with this programme, Linde also supports the Global

Product Strategy (aps) devised by the International Coun-
al of Chermical Associations for the safe handling of chem-
ical substances and the United Nations” Globafly Harmo-
nised System of Classification and Labelling of Chemicals

(GHS}

Energy and the efficient use of resources
Linde relies on innovative technologies and the efficient
use of energy 1n order to conserve resources and reduce
greenhouse gases while remaining commercially success-
ful The Group uses internzi audits to analyse the energy
efficiency of 1ts plants and processes across the globe
Potential for cost savings is exploited wherever possible
In 2012, all the production plants operated by Linde Gas
Germany were certified to 150 50001 The new standard
15 evidence of the Group's systematic approach to energy
management with well-defined remits and aims Around
go percent of Linde’s energy needs are met with electric-
ity and natural gas The production of ar gases in air
separation plants accounts for the greatest proportion of
the Group's electnaity consumption (over 85 percent)
This 1s why Linde 15 particularly focused on improving
energy efficiency and productivity here and has setatself
a global target in this area

As one of the world’s leading producers of air gases,
Linde’s most important raw matenalis arr from Earth’s
atmosphere The Group also uses other raw materials, an-
cillary matenals and consumables These include metals,
required for example in the production of components
The Group aise needs cylinders and tanks, as well as var-
10us packaging materials Gas cylinders are reused and
refilled A typical Linde cylinder will be used three and a
half imes a year on aveiage and can last for decades

The Group also works together withits customers and
other business partners to promote a responsible ap-
proach to the consumptien of resaurces In Califormia,
Linde and another company operate the world's largest
plant for the production of biofuel using landfitl gases
The biogas from this plant helps to avoid thousands of
tonnes of transport-related greenhouse gases every year

Linde offers 1ts customers solutions covering many
areas of sustainable electncity and fuel production, from
solar energy to the use of biotogical raw materials and
environmentally friendly hydrogen as energy storage
Industrial gases from Linde can also be used to reduce
emissions and enesgy requirements compared with con-
ventional recycling processes when processing various
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materials, such as aluminium and rubber Furthermose,
Linde technologies help promote the use of renewable
raw matenals for example, \n the production of green
hydrogen using energy from renewable sources

Climate protection
Linde's commitment to chimate protection 1s centred on
resource-efficient processes and chimate-fnendly prod-
ucts and technologies Thisis based on a systematic anal-
ysis of the relevance of the Gioup's activities and pro-
cesses to climate protection For this purpgse, Linde
records and evaluates emissions along the value chains
of its progucts waorldwide When accounting for green-
house gases, Linde takes into consideration the guidance
set outin the Greenhouse Gas Protocol . 6Lossary With
regard to climate protection measures in 1ts own business
processes, the Group focuses in particular on those areas
which are responsible for the bulk of the ce, emissions or
which offer the opportunity to make substantial cuts in
emissions These areas include the Group's air separation
plants and product transportation

Linde set the global goal of improving the nstalled
design energy intensity of its awr separation plants per air
gas produced by 2013 - by 3 percent compared with the
reference year 2008 In 2012, the Group has continued ta
make progress towards this target In 2013, Linde has ex-
tended this goal to a s percent improvement between
2008 and 2017
in addition, 1n 2013 Linde set a global target for its in-
stalled hydrogen (HyCo) plants By 2015, the aimis to have
Increased the actual energy efficiency of its hydrogen
plants by 2 percent compared with the 2009 level

Linde I1s achieving its greatest posttive impact on cli-
mate protection through its products Across numerous
sectors, the Group offers gases apphcations and technol-
ogies which make its customers’ production processes
more environmentally sound, and help renewable energy
sources to become a viable option and to reduce sigmifi-
cantly the consumption of natural resources

In 2012, Linde once again took part in the survey or-
ganised by the Carbon Disclosure Project {(cop) on chmate
protection reporting and performance Linde has been
included in the regional Carbon Disclosure Leadership
Index {cow) for Germany, Austria and Switzerland cop
recognised Linde’s achievement as one of the companies
which had made the greatest progress compared with the
previous year out of the companies included in the index
for the first time

Emissions to air

Alongside greenhouse gas emissions, Linde also monitors
emissions of air pollutants Normally, the Group's air sep-
aration piants produce hardly any direct emissions to air
in Linde’s other production processes, hawever, Inorganic
gasessuch as carbon monoxide (co), sulphur oxides (s0,),
mtrogen oxides (No,), ammonia (NHy) and volatile organic
compounds (vacs) are released as emissions 1to the air

voc emissions are mainly released during the coating and

cleaning of metals, such as gas cylinders, storage tanks
and plant components Key figures on air emissions ate
published by Linde in sts Corporate Responsibility Report

Togetherwith its customers, Linde develops solutions for
reducing emissions into the air The use of pure oxygen,
for example, 1s advantageous from an environmental per-
spectivein foundnes, during heat treatment, in the steel

industry, during the production of non-ferrous metals and
for waste treatment and recycling processes Using oxy-
gen nstead of air improves energy efficiency while at the
same time reducing o, emissions and emissions of nitro+
gen oxides

Waoste

Linde works cantinuously on reducing the amount of
waste it produces or avoiding the creation of waste 1n the
first place Where possible, waste products ansing are
recycled The rest s disposed of 1n an environmentally
sound manner in comphance with local requlations The
amount of waste 1s classified as hazardous or non-haz-
ardous in accordance with national laws Linde’s main
waste products are ol and oleaginous maternals, chem-
cals, wasle containing metal and gas cyhnders which
have reached the end of their useful ife Closed ioop
systems for products help to increase matenal and re-
source efficiency and to cut the volume of waste pro-
duced Lime slurry, for example, a by-product of acetylene
praduction, can be used in other industries without any
further treatment being required Linde’s waste manage-
ment targets are determined by regional requirements,
as the type of waste produced differs greatly from one
site to another depending on the processes being carned
out
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Water

Linde strives to use water sustamnably at its sites Only a
small proportion of the water needed by Linde 1s used up
or contaminated in production Over 85 percent of the
total water 1s used for cooling Most of this caoling water
15 simply heated and can be fed back into the water sys-
tem without any further treatment The maximum tem-
perature reached does not pose any nsk to the surround-
Ing ecosystem As well as continuous flow systems, Linde
also makes use of closed loop systems in which the water
can be used several times This means that only a small
amount of the water needs to be replaced The amount
of water replaced depends on the water quality and the
equipment used tn the plants Linde's water consumption
n 2012 was n the region of 41 mithion cubic metres This
water s used In the manufacture of products, 3s a source

E=27 SAFETY AND ENVIRGNMENTAL PROTECTION

of steam and 1n office buildings Waste water ansing Is
either purified at the Group’s own treatment plants or fed
nto municipal or industrial treatment systems In comph-
ance with official rules, Linde measures emissions of
phosphates, nitrogen and organic compounds Key figures
on emissions into water ¢an be found in the Group’s
Corporate Responstbility Report Linde offers its custom-
ers solutions for improving the quality of drinking water,
optimising waste water treatment and recycling water
through closed loop systems

In 2012 Linde completed the acquisition of Lincare
Holdings Inc and Air Products’ Continental European
homecare business The environmentalperformance data
of the acquisitions will only be reported in the following
table after they have been consolidated for a full financial
year

2012 2011
Use of resources
Electncity consumption (in methon Mwh) 200 203
of which by air separation plants 177 179
Natural gas consumption (i mhon Mwh} 259 254
of which by HyCo plants 223 217
Consumption of ather energy sources’ (m mifion Mwh) 87 117
Tatal energy consumption (i muion MWh) 546 574
Water consumption? (in mifiion m®) B 12 42 6
Emissions
Direct co, emissions (in milion 1) 53 57
of which by HyCo plants 42 43
Linde transport fleet (in millron t co,e) 039 042
Indirect o, emissions (i milhon f) 98 10 2
of which by air separation plants 89 89
Erussions of other greenhouse gases? (in milion t co.e) 04 06
Total emissions (in mifion t ¢6,€) 159 16 9
Waste (in thousand &) 685 64 4
Audits und Training
Sites certified to 150 9001 (in %) 80 76
Sites certified to 150 14001 (i %) 31 33
Sites certified to OHSAS 18001 OF 5CC {in %) 25 22
Employees of Linde Gas who have taken up MSE traimng opportunities (in %) 491 50 3
Sites wherse occupational health and safety audits have been conducted® (in %) 624 54 5
Sites wheie environmental audits have been conducted* (in %) 536 491
fransport sofety
serious traffic inaidents involving trucks {per r miihon km) 0 075 0077

1 Other energy sourdes intlude for example heating o dlotuel energy propane and butane

T The water consumphion refates to drinking water and industrial water used Qnce through water Is drawn from a naturaf or other source solely wasmead and ultimately piped
back to the orlginal source with a temparature not posing any risk to the surrounging ecosystem

? Includes greenhouse gases specified i the Kyoto protecal methane (cu,) nitrous oxide (faughing gas w,0) p arbons (pres) hydrofl wbons (HFes) and sylphur
hexalluoride {s5,} We monitor campliance with lacal regulatary requirements worldwide and report our data for 2ll sites legaliy cbliged to repart emissions

« The figures disclosed relate to internal and externs! audits conducled at production sites worldwide
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Risk management

The Linde Group, a technology company with global op-
erations, 15 exposed to a great variety of risks in the
course of its International business A willingness to take
entrepreneunal risks enables the Group to exploit oppor-
tunities as they anse Therefore, Linde deliberately ac-
cepts risks, as long as they are reasonable and can be
managed and controiled, and bears such nisks if they are
expected to provide opportunities to create a sustamnable
increase in shareholder value

Reqular strategy workshops are held by the Executive
Board with operational executives in the divisions 1o
identify, evaluate, manage and controf opportunities The
opportunities rdentified are an important bullding block
of Linde aG’s strategy development The corporate strat-
egy and the resultant corporate goals form the basis on
which the risk management strategy ts bult

The purpose of nsk management 15 to make 1t more
certain that growth and earnings targets as well as stra-
tegic objectives are met

The tinde AG Executive Board has established a com-
prehensive, systematic and efficient risk management
system (Enterpnse Risk Management or Erm}, the basic
principles of which are laid down in Group guidelines The
£rM system has been tailored to suit Linde’s corporate
structure It is 3 vital component of the Group’s manage-
ment process and takes into consideration not only eco-
nomic nisks but also ecological and sociat nisks

The key elements of the erm concept are the risk man-
agement system and the internal control system, which
are interrelated

The nsk management system focuses on the identif-
cation and handhing of nsks 1t has always sought to ad-
dress not only those nisks that might affect the viability
of the Group as a going concern, as required by the
German Law on Control and Transparency in Business
(KonTraG, s 6Lossary, but also all sigmficant nisks for the
Group

The aim of the internal control system 15 to prevent
nisks ansing in the course of operations by adopting ap-
propriate controls and processes, especally with regard
to conformity with the law, compliance with strategy, the
quality of accounting and reporting, the quality of pro-

cesses and the protection of assets Linde does not limit
1self to risks that might have a direct impact on the net
assets, inancial position or results of operations of the
Group, but also examines nsks which mught only have an
indirect impact on key financial figures, such as nsks to
the Group’s reputation The internal contro! system com-
prisesall the controls and processes which are embedded
in the Group’s business operations

Orgonisation, responsibilities and risk
management tools
Linde distinguishes between risks which relate to the
entire Group {Group nisks) and risks ansing from the ac-
tivities of operating business units {business risks) Group
risks are identified by members of the Executive Board
and heads of the Global Support Functions, and managed
by the personnel to whom the respensibility for those
rnisks has been allacated Business risks are managed by
those responstble for the operating segments in the di-
vISIoNs

Those with responsibitity for the risks in the operating
segments of the divisions are tasked with the systematic
handling of business nisks They identify, analyse, man-
age and momitor the risks in their respective areas on a
continual basis, while the next tier of management is
responsibie for contralling those risks

To ensure that standard procedures are applied to the
identification and evaluation of business risks in the op-
erating segments, the central nsk management depart-
ment provides those responsible with the nisk manage-
ment tools and methods they require 1t also cogrdinates
the Group-wide recording of all sigrificant risks for the
Group and continues to develop the tools and methods
required to identify and evaluate risks

The heads of the Global Support Functions are respon-
sible for establishing processes and control systems in
thetr own areas to ensure comphance with legal require-
ments and internal gurdehnes The latter in particular are
regularly reviewed for best practice both within and out-
side the Group The Global Support Functions conduct risk
reviews on 3 regular basis to harmonise their nsk man-
agement activities, adapting them to any changes in the
risk situation tn this context, the principal internal con-
trols (key controis) are recorded and documented cen-
trally

Guidelines 1ssued centrally are an essential compo-
nent of these key controis Examples of these guidelines
are

— Capital expenditure guideline The decision and al-
location process for capital expenditure in The
Linde Group 1s centralised Each major item of capital
expenditure 1s approved by a central investment com-
mittee and/or by the Executive Board of Linde A6

— Treaswry guidehine The Treasury guideinne, which
apphes worldwide, essentially addresses the financial
risks which may be encountered by a group with
global operations, such as counterparty risk, hquidity




81

LINDE FINANCIAL REPORT 2012

rnisk and risks ansing from changes in interest rates
and exchange rates Clear guidelines are set for the
subsidiaries, to mimmise these rnisks and to manage
them actively A monthly report on these risks is pro-
duced by the Treasury committee, which 1s chared by
the member of the Executive Board respansible for
tinance

— Purchasing guideline Global purchasing activities
present The Linde Group with a complex set of require-
ments 1n terms of 1ts business conduct Linde adheres
to the principles of free and fair competition The
Group therefore rejects any illegal business practices
when purchasing goods and services Linde has sup-
plemented its employee code of conduct with a pur-
chasing guideline which applies equally to all Group
personnel In these rules, Linde sets out principles
relating to business conduct and the avoidance of con-
flicts of interest Linde 1s currently developing a new
code of conduct which sets out mandatory ethical and
tegal principles for its suppliers

— Corporate responsibiity guideline Linde 15 commt-
ted to responsible behaviour in all its activities The
corporate responsibility quideline defines the princi-
ples for sustainability in the Group In individual areas
such as safety and environmental protection, Linde
has devised supplementary guidelines and standards
which provide concrete examples of how to incorpo-
rate the cr guideline inte the everyday life of the
Group

tn addition to implementing the central standards re-
ferred to above, each local unit 1s responsible for adapting
the internal controf system to local needs, especially in
addressing busmess risks, and for the functionahity of the
system A review of the internal control system 1s per-
formed at reqular intervals by local units and by the
Global Support Functions, based on self-assessment The
self-assessment involves companies and the Global Sup-
port Functians documenting, for example, whether the
processes in the individual functional areas comply with
the rules and with secunty requirements, and whether
key controls implemented have been effective Internal
Auditis responsible for the coordination and evaluation
of this process

Accounting-related internal controf system
The preparation of the Group financial statements 15 cen-
trally defined, monitored and implemented

Accounting and reporting guidehines which apply
across the Group define the mimimum requirements for
the local umits and ensure compliance wath legal regula-
tions and the provisions of the articles of association

Accounting transactions are recorded by the local sub-
sidianies of The Linde Group In the 2010 financial year,
Linde started to concentrate some bookkeeping functions
{e g n European and Asian countries) in shared service
centres in order to centralise and standardise its pro-

cesses The existing controls were transferred at the same
time as the functions, while addittonal controls to ensure
proper accounting were also implemented

This information, recorded either locally or at the
shared service centies, 15 combined with suppiementary
information into a Group reporting package and submit-
ted by the lecal umits using a standardised Group-wide
reporting system

The reporting and consolidation system is a fully inte-
grated system which not only collects data for the prepa-
ration of the quarterly finanuial statements and Group
financial statements on a systematic basis, but also pro-
vides data fer the management accounts, budget data
and data which s relevant to Finanaial Control and other
central departments All the consclidation procedures are
carned out centrally In particular cases, such as the
measurement of penston obhgations, external experts are
used

The internal control sysiem procedures, which are
geared towards the proper preparation and reliabtlity of
the Group accounting records, ensure that business trans-
actions are recorged on a timely basis in accordance with
legal regulations and the provisions of the articles of as-
sociation and that the records of these transactions are
complete They also ensure that inventories are properly
drawn up, and that assets and liabthities are appropriately
recognised, measured and disclosed The separation of
administration, implementation, execution and author-
sation functions reduces the chance of fraud

The key controls used to ensure the proper preparation
and relrabihity of the accounting records are

— automated controls, such as plausibility checks of the
figures and systems access controls based on the au-
thorisation concept,

— manual contrels, such as vaniance and trend analyses
based on defined key figures and compansons with
budget figures The reliabihty of the accounting pro-
cedures 1s also underpinned by monthly discussions
with the operating units about the principal key fig-
ures

The accounting-related internal control system ensures
that the Group accounting and reporting process comphes
with Internaticnal Financal Reporting Standards (IFrs) as
adopted in the European Umon, the German Commercial
Code (HG8) and other relevant requiations and laws
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Risk recognition, evaiuation
ond mgnagement
At the very heart of all risk management 1s a systematic,
cyclical sk management process, involving a series of
steps from the identification of a risk, to the analysis,
evaluation and management of the nsk, and finally to the
monitoring of the measures takenin reaction to the nisk
Those with local responstbihity for nsk i the operating
units ensure that, among other things, the glebal imple-
mentation of the risk management process takes place

The management team of each umit within the Group
analyses the main nisks atfecting their unit Then the ex-
ecutives 1n the vanous units categorise each risk they
have identified and evaluate it 1n terms of 115 loss poten-
tial and the expected probability of its occurrence All the
units in the Group use the same assessment crnterna i1s-
sued by the central nsk management department When
evaluating the loss potential, Linde considers not anly the
impact on earmings, but also the impact on non-maonetary
aspects such as safety, service, reputation and strateqy
For each risk, the units plan the next set of measures that
can be taken to manage the risk, so that the nsk may be
reduced to an acceptable level The management of the
risk comprises a selection or combtnation of measures to
avaid nisk, transfer nisk, reduce rnisk and control fisk For
each nisk, responsibihty for the risk 1s assumed by an in-
dwidual appointed by the management of the umit This
persqn then monitors the nsk and manages the handling
of the risk

Risk workshops invoiving the management teams of
the operating units are an important tool when identify-
ing and evaluating risks and determining the measures
to be taken to reduce those nisks When identifying risks,
a great variety of areas which might ental! risk, both
within and outside the Group, 15 taken into consideration
The areas covered by the risk assessments include not
only internal processes and resources as well as the eco-
nomic, financial, legal and regulatory environment, but
also social and ecological aspects

The units within the Group record all the risks 1denti-
fied in nisk registers which are updated on a quarterly
basis Documented in the nisk registers, for each risk, are
the measures taken to reduce the nisk and an assessment
of the probability of occurrence of the nsk and its loss
potential in a clear, summarised form, so that the dec-
sion-makers have an overview of the nisk position in thewr
unit

Risk reporting
Risk reporting 15 conducted by the central risk manage-
ment department Linde a6 has overall control of all the
organisational units included in the nsk reporting system
Uniform standards apply throughout the Group to the re-
porting of the status of any significant risks and any
changes in those risks Local units make their risk reports
using Group-wide web-based reporting teols In addition,
any nsks which anse unexpectedly or which have reper-
cussions for the whole Group are communicated directly
to the appropriate Group personnel, irrespective of the
normal reporting channels

Every quarter, the Executive Board 1s presented with
a nsk report prepared by the central risk management
depariment, which 1s then discussed at Executive Board
meetings The Executive Board presents a report on the
sk situation in the Group at the quarterly meetings of
the Audit Commitiee

The nsk report submitted to the Executive Board com-
prises an overall summary of all the nisks reported within
the Group and a status report on all Linde AG Group risks
Each Group risk 1s allocated to a member of the Executive
Board, which ensures that the individual responsible for
handhing the risk has additional close support from a des-
ignated Board member Far each Group risk, the report
includes an up-to-date quantitative assessment of the
probabilty of occurrence and loss potential of the nisk
identified The nsk report also includes a description of
the business risks in the Group The reporting of business
nsks reflects Linde’s orgamsational structure

In line with this structure, the most significant risks
identified in each organisational unit are reported, using
an identical reporting format The nisks reported have
previously been identified by those responsible for risks
in the divisions, reus, GBus and 8as, supported by the
central nsk management department, 1n a process of con-
solidation which takes all the risks in the relevant orga-
nisational unit Intg consideration
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Audit
The nternal audit depariment performs reviews at requ-
lar intervals of the efficiency and effectiveness of the nisk
management system and internal control system The
external auditors also assess the effectiveness of the
early recognition system for rrsks and submit regular re-
ports at a global level about the outcome of thetr reviews
to the Group Executive Board and Supervisory Board

The Group financial statements are audited by inde-
pendent external auditors (kPma A6 Wirtschaftsprifungs-
gesellschaft) and the intenm and half-year financial re-
ports are each subject to a review by the same firm Local
units are also subject to a review or audited by companies
in the kPmG AG Wirtschatisprifungsgesellschaft network
In addition to conducting audits and reviews, the auditors
also report on any matters ansing from the audit such as
key areas of focus

In addition to the external auditors, the internal audit
department 1s also 1nvolved in the testing of subsystems
which are relevant to accounting and reporting, such as
the Treasury system and the bookkeeping systems of the
local units

Continuous improvement
tinde’s risk management system Is forward-logking 1t s
continuously being improved in grder to increase s ef-
fectiveness

The relevant accounting-related internal controls are
reviewed and optimised on a regular basis to ensure an
efficient, functional process The chart of accounts used
throughout the Group, for instance, 1s adapted reqularly
to meet new internal or external requirements in addi-
tion, Linde reviews all the guidelines which apply to local
units and Global Support Functions at least once a year
to ensure that processes are improved and amended as
necessary

Risk areas

The mawm risk areas which might have an adverse effect
on the Group’s net assets, financial posiuon and results
of operations are described below Also set out for each
nsk area are the strategies adopted by linde to control
those risks In each risk area, alarge number of individual
nisks from different regions and business areas are
grouped together Moreover, each nsk reduction strategy
In turn comprises a large number of specific individual
measures and activities Therefore, no opinion 1s ex-
pressed as to the loss potential or the probability of oc-
currence of the nisks in the individual nsk areas

Strategic risk

Linde aG has devised a long-term strategy for growth,
based inter aha on the megatrends energy, the environ-
ment and health, and on dynamic trends in the emerging
economies Achieving the giowth targetsin these strate-
gic areas entails nsks both within and outsrde the Group
Risks arise on the ane hand from uncertainty about future
trends in these strateqic areas, which are influenced by
social, legal and economic factors On the other hand,
there are also risks associated with the internal measures
adopted by the Group to implement 1ts strategy This ap-
plies particularly to measures adopted in the following
areas acquisitions and investments, R &0, INnnovation and
personnel These risk areas are described in more detail
in the sections below

The Executive Board, Supervisory Board and Group
management personnel therefore hold regular meetings
to evaluate the Group's strategy and 1mplement any cor-
rective measures required

Linde also pays close atiention to global economic
rends, so that 1t can take the necessary steps to adapt to
changing conditions, by adjusting the timeframe or geo-
graphical application of its strategy

Projects in the energy and environment strateqic area
often differ from normal capital expenditure projects in
terms of their size and complexity and the level of inno-
vation associated with them The approaches adopted by
Linde to cover such risks are discussed in the sections
below on "Risks associated with R& D and nnovation” and

“Project risks”

In the strateqic area of health, the level of state control
and regulation of products and treatments is constantly
increasing Linde deats with potential risks un this area by
ensuning that it analyses changes mn the requlatory envi-
ronment on an ongoing basis further mformation about
Linde’s approaches to handling nsk can be found i1n the
section below entitled “Risks ansing from the economic,
regulatory and sector-specfic environment”

tn the emerging economies strateqic area, Linde will
continue to increase its commitment The greater oppor-
tunities for growth offered in these countries when com-
pared to the established industnal regions are neverthe-
less sometimes associated with higher levels of country
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nsk The measures Linde has adopted and the nsk man-
agement tools it employs to manage this type of nisk are
descnibed in the section entitled “Country nsk”

Risks orising from the economic, requlatory
and sector-specific environment

As a company with global operations, Linde 1s dependent
on cychcal trends 1n the world economy Risk factors, such
as high levels of sovereign debt in major economies, un-
certainty 1n the finanaial markets, recession in large parts
of Eurape, continuing relatively high levels of unemploy-
ment in the us and 1n some European countnes, the un-
predictable pohiical future in countries in the Arab world
and a potential slowing of growth in the Asian markets,
have increased uncertainty about the global economic
trends which lie ahead The high level of volatility in the
financial markets continues to make 1t difficult to arnive
at an accurate assessment of the future net assets,
financial positon and results of operatrons of The
Linde Group if the global economy weakens significantly,
there 15 the threat of lost sales, a potential lack of new
business and an increase i1n the risk of bad debts in the
operating business due to the increasing inability of cus-
tomers to make payments (counterparty nsk)

Linde operates in many countries and regions, supply-
ing almost all industry sectors 1t s not exposed to the
volatility of a single end customer market due to the high
level of diversification of tts end customers, both in terms
of applications and therr geographical situation The im-
pact of economic cycles on the Group is reduced as a
resuit of Linde’s dual focus an gases and plant construc
tion, sectors which may be affected differently n terms
of revenue and earnings when there are changes in cer-
tain economic conditions

While this does not mean that the Group will be able
to prevent a potential decline tn global demand having a
negative impact cn its growth targets, it does mean that
It may be able lo mitigate the effects of such a decline
This spreading of risk also applies to counterparty risk
tinde deals with counterparties who have good credit
ratings Regular reviews are perfarmed of the creditwor-
thiness of counterparties and clearly defined limits are
set Expernienceduring the economic cnsis has shown that
creditratings can change very rapidly Despite the Group’s
monitonng procedures, counterparties may delay pay-
ment or fail to pay at all

Global competition, evidenced in particular by In-
creased downward pressure on prices, means that Linde
15 exposed to the nsk of losing market share and expen-
encing a deciine in 1ts market profile Cost disadvantages
and competitive disadvantages might also arise for Linde
if 1t does not react appropnately and in good time to
changes in the regulatory environment Examples of this
are the design of the European Emissions Trading System
in the third trading perniod and further burdens on the
energy-mtensive production of industrial gases in the
form of rising electncity prices and additional levies

Competition 15 increasing wn the healthcare sector, even
though it is largely state-requlated Potential budget cuts
in this area and the increasing trend towards outsourcing
by government agencies and health insurance funds have
given rise to highly competitive tendering processes and
this has intensifred the downward pressure on prices and
the risk of lasing contracts in addition, changes in the
law (for example, with regard to case-based lump sums
or outsourcing and tenderning processes) may have the
effect of reducing revenue or the opportunities for new
business in certain countries

Linde 1s countering these risks by constantly conduct-
ing analyses of its market environment, 1ts situation in
relation to the competition and the legal framewark in
each business segment The Group obtains vital informa-
tion about customers’ requirements by maintaining reg-
ular contact with customers, reinforcing its proximity to
the market Linde uses the information 1t receives to de-
velop and supply products tailored to suit the needs of
the market and to enhance its competitive position and
continue to raise s market profile

In the Healthcare product area in particular, Linde’s
research and development activities focus on the devel-
opmentof products and services which take account of the
increasing downward pressure on costs in the healthcare
sector These include, for example, new forms of treatment
which reduce the length of time spentin hospital by acute
care gulpatients as well as new therapy plans

pMoreover, the Group 1s continuing with the ngorous
implementation of 1its schemes to reduce costs and tm-
prove the effictency of its processes, with the atm of en-
hanaing its competitiveness
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Country risk

A fundamental fnisk for Linde, as for all companies, 1s
posed by potential radical changes in the political, legal
and social environment Linde is a global group operating
in around 100 countries worldwide Potential risks the
Group might encounter in different countiies mclude the
nationalisation or expropriation of assets, legal risks, the
prohibition of capitat transfers, bad debts with govern-
ment institutions, war and other unrest There s also the
fundamental nisk that embargoes might be agreed for
certain countnes in which Linde operates, which could
have an adverse impact on existing trading relations or
investment plans which are in place before the embargo
comes Into force To manage these nisks, Linde employs
risk assessment tools to evaluate the Group's risk situa-
tion 1n terms of the impact of risk on s net assets,
financial position and results of operations and to ensure
capital adequacy and cross-border financing at optimal
levels of risk Indiidual capital expenditure projects are
evaluated for politicai risk and target returns on invest-
ment are set accordingly On the basis of this evaluation,
the nisks are covered, if appropnate, by German govern-
ment guarantees for direct foreign investment, talored
msurance sclutions or similar frnancial instruments avail-
able in the market Counterparty risk for export business
ts also assessed, and mited if necessary by hedging in-
struments such as Hermes quarantees

Other external risks

Anisk to Linde's employees and to the net assets, financial
position and results of operations of the Group also exists
n the form of natural disasters, pandemics, and terronst
or other crinminal attacks These risks, which are covered
in some cases by insurance, are addressed by Business
Continuity Management In the business umits, under the
direction of the Group-wide sHeq (Safety, Health, Environ-
ment, Quahty) function, local risk reductron measures and
contingency plans are implemented The aim s to mini-
mise as far as possible the potential consequences of
serigus events and to ensure the fastest possible return
to normal operations, evenn the case of highly improb-
able events or losses of a grave nature

Financial nisks
The basic nsk strategies for mterest, currency and iquidity
management and the objectives and principles governing
Linde’s financing are determined by the Treasury committee,
led by the Executive Board member with responsibibity
for finance Yhis committee usually meets once a month
and comprises representatives from Treasury and
Accounting & Reporting

Due to its global operations, Linde 15 exposed to a
number of financial risks In particular, these include
counterparty nisk, hquidity nsk and risks ansing from
movements 1n interest rates and exchange rates These
fIsks continue to be monitored very closely, given the
uncertainty in the financial markets and especially in the
eurozone

One of the main critenia for the management of coun-
terparty risk is the credit rating of the counterparty The
Group also moniiors changes 1n other relevant capital
market parameters, such as movements in credit default
swaps _ 6L0ssary of In themarket capitalisatron of coun-
terparties Trading and position limuts are defined on this
basis Regular reviews of these himits are performed by a
supervisory umit which is independent of the trading en-
tity The Group also concludes Credit Support Annexes {or
csas) with its principal banks Under these agreements,
the positive and negative fair values of derivatives held
by Linde A6 and Linde Finance 8 V are collateralised with
cash on a regular basis This significantly reduces coun-
terparty nsk With reqard tothe management of hquidity
nsk, Linde has for years pursued a prudent and conserv-
ative policy of safeguarding hquidity and has continued
to have access to the capital markets in the 2012 financial
year Linde also has access to agreed unutiised financing
commitments of Eur 2 5 bn, a syndicated credit facility
avaifable untit 2015 provided by an international banking
group This diversification of financing sources ensures
that a concentration of risk in the area of hquidity 1s
avoided

Interest rate nsk arises as a result of fluctuations in
interest rates caused by the markets These fluctuations
affect both the interest expense borne by The Linde Group
and the fair value of financial instruments interest rate
nskis centrally managed On the basts of the operatronal
business model and using the results of sensitivity and
scenario analyses, the Treasury committee determines
ranges for the fixed-floating ratio of the financial habili-
ties 11 the main currencies Euro (EUR), British Pounds
(G8P), Us Dollars (uspy and Australian Dollars (Aaup) Group
Treasury manages the rates within the agreed ranges and
submits regular reports to the Treasury committee about
the measures implemented Means of hedging exposure
to the sk include enteninginto trading transactions with
banks (interest rate denvatives) and using long-term
fixed-interest bonds and loans In 2012, on average
&7 percent of the exposure of the Group was financed at
fixed rates, while at 21 December 2012 the figure was
64 percent
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In the case of exchange rate risk, itis important to differ-
entiate between operational transaction nisks, which are
the result for example of supply contracts for individual
projects spread across different currency zenes, and
transiation risks Translation nisks anse from the currency
translation of the financial statements of subsidiaries
where those subsidianes have a functional currency other
than the Group reporting currency

Business and financing activities which are notin the
local currency inewvitably lead to foreign currency cash
flows The Group guideline states that individual business
units must monitor the resylting transactron risks them-
selves and agree apprapriate hedging transactions with
Group Treasury, based on predetermined minimum hedg-
ing rates, provided no other reasons not to hedge the
exposure 1n this way apply

Translation nisks are hedged within authorised ranges

Hedging decisions are made according to the risk
strategies of the Treasury committee Forward exchange
deals, currency swaps . GLO5SARY, SIfple currency op-
trons and foreign currency loans are all used here The
main currencies are us Dollars (uso), British Pounds (GBP),
Australian Dollars (aup) and some Eastern European,
South Amenican and Asian currenicies In the Gases Bivi-
sion, the Group also uses financial instruments, especially
to hedge against exposure to changes n the pnice of
electricity, natural gas and propane gas

In the project business in the Engineering Division,
foreign currency rsks are reduced as much as possible by
natural hedges for example, by purchasing supplies and
services (n the currency of the contract Any foreign cur-
rency amounts over and above this are fully hedged as
soon as they anse, generally by entening into forward
exchange transactions

Financing and hedging decisions are based on the
financial information obtained from the Group’s treasury
management system and its financial and hquidity fore-
casts These are embedded in the general financial re-
porting system, which is also used in the areas of Finan-
aal Control and Accounting & Reporting

with regard to the organisation of the Treasury depart-
ment, the principle of segregation of duties between the
front, middle and back offices is rigorously observed and
monitored throughout the sk management process This
means that thefe 15 a stict personal and organisational
separation between the dealing, the processing and the
venfication of a financal transaction Linde uses a treas-
ury management system to implement, record and eval-
uate transactions Treasury operations afe subject 10
regular internal and external audits, generally once a
year

For further mformation, _ wore {29} of the Notes to
the Group financial statements

Pension risks
In certain countries, companies in The Linde Group have
defined benefit commitments to their employees under
occupational pension schemes Depending on the struc-
ture of the schemes, one-off payments may be made or
the employees may be entitted to a pension far life with
an annual increase which may be vanable or infla-
tion-linked As a result, the Group 15 exposed to risks
ansing from unexpectediy high rates of inflation or in-
creases in life expectancy

The amount of the obhgation 1s the actuanal present
vatue of all pension commitments and 1s expressed as the
Detfined Benefit Obhigatian (08o) under 1FrRs The amount
of the cbligation 1s subject te annual changes in the val-
uation assumptions, especially those relating to the dis-
count rate and the rate of inflation This gives rise to in-
terest rate and inflation nisks

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

The risks relating to the pension obligation on the one
hand and the pension assets on the other, and therefore
to the net funding position of pensions, are quantified
and evaluated on a reqular basis by Linde There 1s 3 nat-
ural conflict between a sigmificant reduction of the risk
and the achievement in the leng term of the return on
assets required to keep pace with the increase in the
obligation

As a quideline, the Executive Board has set a global
nsk budget Measures being taken to modify the actual
nsk are coordinated by the Global Peasion Committee and
implemented in the local pension schemes The impact
of inflation or deflation scenarios on the net funding po-
siion of pensions 1s analysed on a regular basis in the
form of scenario calculations and 1s incorporated into
investment decisions An investment panel for pension
assets has been set up as an additional measure under
the aeqis of the Global Pension Commuttee The invest-
ment panel 1s chaired by the Executive Board member
responsible for finance and also receives advice from
external experts This committee assesses the long-term
opportunities and f1sks assaciated with various asset
classes and makes decisions of recommendations regard-
ing the iInvestment strategy of the major pension schemes
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Risks arising from gcquisitions
and investments
Acquisition and investment projects are vital for the fy-
ture growth of the Group Such prgjecis are, however,
associated with complex nsks Linde manages and re-
duces these nsks by designing appropniate processes for
tts acquisition and investment projects

Right at the beginning of each project, the Group as-
sesses the nisks Major acquisitions, investments and di-
vestments are discussed and approved by the investmant
commuttee or at meetngs of the Executive Board Project
assumptiens, the feasibility of the project and specific
business risks are accorded careful consideration at these
meetings The Group evaluates, for example, the country/
cuerency sk, the ceedit ratings of indwidual customers
and trends in the local (gases) markets, as well as the
underlying terms and conditions of the contract and the
cost of the investment

In the course of the past financial year, Linde has com-
pleted a vanety of corporate acquisitions and sales Of
particular note were the acquisttion of Air Products’ Con-
unental European homecare operations at the end of
April 2012 and the purchase of us-based homecare com-
pany Lincare Heldings Inc in August 2012 The acquisi-
tions made are the result of deliberate steps taken by the
Group to imptement 1ts long-term growth strateqy The
wnvestments focused on areas offering opportunities for
attractive levels of growth and for sustainable increases
1 the profitability and competiveness of the Group

Risks associgted with R & 0 and innovation
The capacity to innovate 1s key to the success of a tech-
nology group such as Linde The Group’s research and
development activities focus not only on improvements
In existing customer processes, but also on brand-new
technologies and gases applications which may form the
basis for future business success Linde 1s concentrating
in particular on the following growth areas energy and
the environment, metallurgy, food, health and new ma-
terials In the energy and environment sector, for exam-
ple, the focus of the Group’s research and development
activities 1s on hydrogen technology and the carbon cap-
ture and storage /usage process, fields with a high level
of innovaticn In the case of stee! produciion and metal
recycling, where reducing emissions of carbon dioade
and nitrogen oxides 1s a key 15sue, development work
often takes place on-site at customers’ plants, interven-
ng directly in the production process in the food sector
and in the pharmaceutical industry, Linde’s innovative
solutions must meet strict legal and sector-specific re-
quirements tn the area of new matenals, investigations
are being conducted into the fields of application of ma-
tenals research such as nanotechnology in the sectors in
which Linde operates

innovative projects differ from normal capital expend-
Hure projects because of their novelty Generally, the
more innovative the project, the greater the risks at-
tached to it Despite the great opportunities for growth

which may be presented by the activities of Linde’s re-
search departments, there 1s a sk that, due to the hugh
level of complexity and the rate of growth of the technol-
ogies and the markets, projeds may not be able to pio-
ceed for technological, economic, legal or safety reasons
On the other hand, there is alsa the risk that competitors
rght develop new technologies faster or In a more sus-
tainable manner than Linde and then launch them onto
the market and of this presenting a threat to Linde’s core
technologies

The Group addresses this nisk in a number of different
ways The Clean Energy & Innovation Management Global
Support Function keeps an eye on major technologecal
trends, known as megatrends, checking constantly to see
whether ianavative projects withun the Group accord with
its overall strategy and have the potental to generate
profitable growth This work 1s supported by cooperation
with leading compantes and universities and by strategies
to protect the Group’s intellectual property

The Group also bundles together 1ts development ac-
tiviies In the Global Business Unit Healthcare, for exam-
ple, Linde has assembled its expertise 1n medical thera-
pies, gases and devices within a single innovation and
development unit This has allowed optimisation of
knowledge sharing and streamiining of developmental
processes, resulting 1n both anincrease in the velocity of
innovation and a reduction in the technological nisks as-
sociated with executing it

in the Gases Division, global teams of experts in the
development of applications ensure that development
projects are geared towards the current and future re-
quirements of vanous industries around the world A ng-
orous development process with defined milestones
identifies variances from target as soon as possibie and
the appropriate corrective action ts taken as a result In
additian, current project costs and project targets are
under continual review

Linde’s participation 1n the work of standard-setting
bodies and associations and representation on many rel-
evantindustry commuttees, such as those concerned with
hydrogen technology, makes a further contribution in this
field The Group is actively involved in the develapment
of future standards, as the marketing of innovations may
depend on compliance with those standards
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purchasing risks
A key element i the success of the divisions 1s the ready
avatlabtlity of products and services purchased by Linde,
which must be of suitable quality, and ebtanable in ap-
propriate quantities at prices in ine with market condi-
tions This applies parucularly to matenal groups which
are dependent on raw materials such as steel, aluminium
and brass as well as energy

To reduce nsk, Linde pursues a2 portfolio strategy
across the entire Group This strategy is erganised on the
basis of defined groups of matenals, which are used to
categonse all products and services Reviews are pef-
formed for each group of matenals to ascertain secunty
of supply, any dependence on suppiiers and the suppher
portfoho The Group develops approprate purchasing
strategies using the category management method
_ ¢tossarr The global purchasing organisation and re-
gional and local purchasing organisatians are mvolved In
this process, from the development of strategy to its im-
plementation in the relevant country, so that the infor-
mation available about local markets can be incorporated
into the development of purchasing strategies

Methods of best practice adopted centrally and sup-
plier selection and evaluation tools are used throughout
the Group to support the purchasing arganisations

tn addition to adopting purchasing strategies based
on groups of materials, Linde 1S continuing to optimise its
supplier portfolio and the contract status of its supphers
s0 as to minimise purchasing risks For products and ser-
vices where the price depends ta a great extent on vola-
tile primary markets, the cost risks are mimmised by using
time-opumised agreements An example of thisis the
purchase of energy On the purchasing side, the impact
of pnice volatility risks relating to the pracurement of elec-
tricity and natural gas 1s cushioned by long-term purchas-
ing strategres in the deregulated energy markets In ad-
dition, Linde 1s currently launching a global 1T system to
handle sk management in this area 1n accordance with
its new energy risk guideline Furthermore, on the sales
side, due to the amount of energy consumed in industrial
gases production, fluctuations in the price of electncity
and natural gas are passed through to customers using
appropriate price formulas

When purchasing gases, Linde counters procurement
and price nisks by means of stnct techmcal apportionment
(procurement, own production or punfication of gases)
and geographical distnibution Unforeseen flyctuations in
sales volumes can thus be offset Risks ansing from the
purchase of gases under take-or-pay agreements with
supphiers are mmmised by making corresponding agree-
ments with customers

Risks may anise for The Linde Group 1f long-term pro-
curement contracts are not matched by sales contracts
covering a simiarly long period Therefore, the risks of
fluctuations in demand and prices on the sales side are
considered when entenng into long-term purchase con-
tracts

Production risks
A lengthy stoppage at one of Linde's main plants or at a
customer’s on-site plant could agversely affect the results
of operations and reputation of the Group This would be
particularly true 1f the interruption to the business were
to be caused by an accident which also resulted in per-
sonal injury or damage to the environment Therefore,
Linde gives high prionty to measures to prevent business
rntersuptions These include, in particular, the monitoring
and matntenance of plants so that such incidents may be
avoided, and the provision of spare parts of strategic im-
portance If, despite these preventive measures, a busi-
ness interruption should occur, the Group has supply
networks operating between its production plants so that
any business interruption would have only a imited efiect
or no effect at all on its customers

in the liquefied gases and cylinder gas product area,
the key plants are filling plants They offer very high lev-
els of flexibility and the fitling processes can be adapted
to meet individual customer requirements Most filling
plants double as important logistics and distribution cen-
tres for whole regions The plants supply gases from
nearby production plants to customers and distnbution
partners The avalability of filling plants ensures high
standards of delivery, short delivery times and minimal
transport costs in each region

A lengthy stoppage at a filing plant might therefore
have an adverse impact on various products and a num-
ber of different customers in a reqgion Strict comphance
with quality and safety standards and environmental
pratection standards during the manufacture, storage,
transpost and use of Linde’s products is an important el-
ement in the avordance of business interruptions More-
over, the modular constryction of the sites and therr fit-
ting out with abundant and versatile filling systems
contribute to the robustness of the sttes and their pro-
cesses As with on-site plants, Linde also has a supply
network in most regions with filing plants which would
help toreduce or avoid the negative impact of a business
tnterruption on a particular site
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Environmentaf and safety risks
The manutactuning of products and canstruction of plants
by the Group may give nise to nisks associated with the
production, filing, storage and transpart of raw matenals,
goods or waste These risks, If not handied appropnately,
might lead to personal injury, damage to property or en-
vironmental damage, which in turn might result in busi-
ness interruptions, monetary penalties, compensation
payments or environmental clean-up costs The reputa-
tion of The Linde Group could also suffer i such an event
were to occur

The Group therefore stnives to be a leader in the areas
of safety, health protection, environmental protection
and quality All these aspects are integrated ito Linde’s
management systems The Group-wide SHeq function
manages the constant improvement process in these ar-
eas

High safety standards for praduction processes and
service processes Is one of the Group’s main preventive
strategies Strict safety requirements form the basis of
processes with a particularly hugh expasure to nisk Qne
of the ways Linde has dealt with this was to develop and
intreduce a Major Hazards Review Programine This pro-
gramme s used for the systematic evaluation of risks
which might |ead to acadents or damage to property or
the environment It helps the Group mimimise the nsk of
Incidents that might occur if the safety levels being main-
tained in 1ts processes were inadequate and 1t ts con-
stantly being updated to address potential new risks

Linde understands and knows abaout the environmen-
tal impact of its processes and 1s theretore in a posttion
to develop and implement plans to limit and control such
effects The Group focuses in particular on reducing emis-
sions and on making continual improvements to its oper-
ations to ensure the efhicient use of resources, materals
and energy Linde 15 invelved, for Instance, 1n improving
the energy efficiency of 1ts production plants and i In-
creasing the performance of its transport fleet

Product risks
Potential product nsks, suchas hiability clatms and loss of
reputation due to product defects, are countered by the
high quality and safety levels of Linde’s products, praduct
information and seivices To ensure that products are safe,
nsk management 1s based on the concept of product
stewardship The potential hazards and nsks which might
arise for human beings and the environment from a prod-
uct during its hfe-cycle are analysed and the relevant
potential nsk 1s determined Linde takes the necessary
measures to avoid the risks which have been identified
or, If thatis not possible, to reduce the nisks to an accept-
able level

Product stewardship begins at the moment when key
raw materials and supples and services are purchased
The Group favours suppliers who aim to achieve the same
high standards in occupational safety, health protection,
environmental protection and quality as Linde «tself, and
who can demonstrate this, for example, by the fact that
they have the appropriate management systems in place

Custamecs are alsa invalved 1n product stewardshup
In the Gases Division, Linde conducts custemer screen-
ings for critical products pior to delivery These investi-
gations aim to minimise the risks which might anse from
improper handling of the Group’s gases or chemicals

Linde cantinually updates its product safety informa-
tion, such as product safety sheets The Group takes ac-
count of national and international guidelines such as
REACH (Registration, Evaluation, Authonisation and Re-
striction of Chemicals) and GHs (Globally Harmonised
System ot Classification and Labelling of Chemecals) If,
despite all these precautions, problems should anse, the
Group’s emergency teams are on stand-by to provide sup-
port

To ensure the highest possible levels of safety for pa-
tients over the entire hfe cycle of Linde’s pharmaceutical
products, such products are monitored on a continuous
basis using the Vigilance Signal Detection System
_a Gtossary Regular analyses are performed on the
safety of pharmaceutical products in Periodic Safety Up-
date Reports (PSuRs)

Project risks
Complex major plant construction projects make specific
demands on risk management The Group’s Engineering Di-
vision handles significant centracts which may be worth
several hundred million euro and may extend over a num-
ber of years

Typically, the division s involved in the design and
construction of turnkey plants Potential risks may anse
as aresult of the costings of such complex projects which
are subject to uncertainties Risks may include unex-
pected techrical problems, supply botilenecks and qual-
ity problems relating to the supply of major components,
unforeseen developments during on-site assembly and
problems with partners or subcontractors To manage the
fisks in plant construction, inde employs tried and tested
methods, even in the tendering phase, to assess the im-
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pact on the profitability of a large-scale project of poten-
tial vanances from budgeted cost for individual compo-
nents The Group conducts simulations of the
opportunities and risks associated with each project using
numerical methods of analysis By cantinually monitoring
changes in parameters alongside the progress of the pro-
ject, binde is able to rdentify potential project risks at an
early stage and to take appropriate measures to counter
them These nisk management tools are constantly being
updated and modified to meet the increasing demands of
the market

In the Engineenng Division as well, Linde places great
emphasis on the uniform integration of safety, health and
environmental protection and quality into plant construc-
tion and project execution processes Clearly structured,
process-based management standards ensure that rele-
vant aspects, from the engineering design to the assem-
bly and commissioning of the plants on the project sites,
are planned, implemented and monitored

The implementation of this process s underpinned by
a panel of experts with a wide-ranging remit

Personnel risks
The success of the Group 15 dependent on the commit-
ment, motivation and skills of its employees and execu-
tives The principal nisk factors assouated with attracting
well-qualified stalf and retaining therr loyalty are the ever
increasing shortage of skilled personnel and fierce com-
petition 1n the labour market, especially now 1n Asian
markets

To address these risk factors, Linde 1s adopting a ho-
listic approach towards attracting and supporting its em-
ployees The approach is based on the Group’s existing
corporate culture, which seeks to strike 3 balance be-
tween trust and supervision, and focuses on employee
development and performance Linde places special em-
phasis onits employees assuming personal responsibility
and thinking and acting 1n an entrepreneurial way

In past years, Linde has paid particular attention to
succession planning for management positions, establish-
ing personnel development schemes as a result Staff
development, the cornerstone of long-term employee
loyalty, enhances the skilis of management personnel
and fosters their commitment to the Group Key aspects
of Linde’s management development programme are the
vanety of opportunities on offer for professional devel-
opment, the provision of support and advice to target
groups, the early identification and advancement of high
achievers and those with potential, and attractive remu-
neration schemes in hine with market rates

Linde’s range of staff development schemes is supple-
mented by extensive oppartunities for gaining qualifica-
tions and for professional development These are all
tools which help the Group address the 1ssue of the short-
age of skilled personnel This strengthens Linde’s position
as an attractive employer 1n the competitive market for

skilledworkers The Group is drawing up new professional
development schemes for engineering 1n particular, fur-
ther enhancing its attractiveness 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 ownin-house tratning schemes By applying this strat-
egy and collaborating more closely with selected higher
education institetions, the Group s able to offer skilled
employees excellent professional prospects

Linde has also continued to expand its existing train-
ing and development programmes for employees and
execulives, which fall under the heading of People Excel-
lence Linde University has also been expanded to include
an Asla Pacific campus These programmes are designed
to ensure that key positions can be filled by staff from
within the organisation, especially in the techmical field,
and that binde will be able to use 1ts own resources to
meet the challenges of highly competitive labour markets
in the Asia/Pacific region

A new global employee survey was conducted in 2012,
under the People Excellence banner Employee satisfac
tion levels were shown to have improved significantly
since the previgus survey The detailed results of the new
survey will be analysed in depth in 2013, to Wdentify ac-
tions required for positive change Linde wili be able to
use the survey toidentify any shifts in levels of employee
loyalty at an early stage and to take suitable measures
to address them
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tegal risks
With its international operations, The Linde Group 1s ex-
posed to numerous legal nsks These may include, n
particular, nsks relating to product hability, competition
and antitrust law, patent law, procurement law, tax leg-
islatian and environmental protection 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 ex-
penses which are not covered, or are not fully covered,
by insurance benefits These expenses might have an
impact on the Group’s business and 1ts earnings

Legal support for Linde’s operating activities includes
the identification of legal risks based on a systematic ap-
proach and the assessment of those risks for the proba-
bility of their eccurrence and for their potential impact in
qualitative and/or quantitative terms

Certain companies in The Linde Group are parties to
various tegal proceedings in the ordinary course of busi-
ness, including some i which claims for damages in large
amounts have been asserted The outcome of the litiga-
tion to which Linde Group companies are party cannot be
readily foreseen, but Linde beheves that such litigation
should be disposed of without matenal adverse effect on
its financial position or results of operations

Prior to the current reporting period, the Brazihan
competition authonty caoe imposed fines on a number of
gases companies, including Linde’s Brazihian subsidiary,
on the grounds of alleged anti-competitive business con-
ductin the years 1998 t0 2004 Seen from today's perspec-
tive, Linde assumes that this deasion will not stand up to
Judicial review

Certan subsidiaries in The Linde Group are parties to
lawsuits 1n the United States for alleged tnjuries ansing
from exposure to manganese, asbestos and/or toxic
fumes in connection with the welding process In these
cases, the subsidiartes are typically one of several or
many other defendants The subsidiaries named in these
cases believe that they have strong defences to the
claims asserted in the various cases and intend to defend
vigorously such claims Based on the litigation expenence
to date, together with current assessments of the claims
being asserted and applicable insurance, Linde believes
that the continued defence and resolution of the welding
fumes hitigation will not have a matenal adverse effect
on the financial position or results of operations of the
Group Nonetheless, the outcome of these cases I1s inher-
ently uncerta:n and difficult to predict The subsidianies
have insurance that covers most or part of the costs and
any Judgements assoctated with these claims A group of
defendants has brought most of the manganese cases to
an end by reaching a global resolution agreement with
the plaintiffs’ lawyers The resolution agreement was
signed on 18 January 2012 ang came Into force on
27 Apnl 2012

The iegal actions descnibed abave are those currently
constdered te involve major nsks They do not necessarly
represent an exhaustive list

IT r1sks

Informatron technology ts vitally important for maintain-
ing high-quality processes throughout the Linde organi-
sation

To ensure that cperations are not interrupted or dis-
rupted, the Group attaches particular importance to the
avallability of 17 resources and services Inaddition, Linde
1s constantly seeking to ensure that the ntegnty and
confidentiahty of important information s guaranteed
Most of the Group’s business processes are supported by
in-house or outsourced information services and systems

Data securnity 1s an 1mportant and ntrinsic part of
Linde’s Group-wtde 17 strategy It s therefore viewed in
its entirety, which means that Linde devises, implements
and monitors procedures to protect data, applications,
systems and networks These procedures may be preven-
tive or may be designed to react to speafic circumstances

To ensure the effective implementation of the security
system, organisational, technrcal and personal precau-
tionary measures are apphed Linde pays particular at-
tention to access protection, the management of data
tratfic, the prevention of inadents and protection against
potential attacks In addition te providing reliable protec-
tion of all major server systems (e-mail, the web, file and
application servers, databases) and pcs from possible
threats 1n the form of constantly updated anti-virus soft-
ware, the Group regularly performs an automatic update
of the operating system platform and of critical business
apphcations

The it secunity process is structured and defined by a
number of policies, standards and recommendations
These are based for the most part on internationally rec
ogrised secunty standards such as 150 27001/27002 and
150 27005 Industry-specific standards are also used to
enhance 11 security, process maturity and cover for ex-
ample, protecting patient data in the course of the Group’s
healthcare activities (which expanded tin 2012 due to the
acquisitions made 1n the course of the year)

The measures taken by linde to create an efficient and
secure 1T environment always take account of the need
for data processing, data storage and data transmission
to comply with legal requirements (data protection) The
focus here 15 on the relevant reqional and national laws
and requlations, as well as on industry standards

To ensure that securnity measures are impiemented
with a high degree of efficiency, analyses of threats,
weaknesses and risks are conducted These include a
review of the appropriateness of the it systems and cor-
responding centrol mechanisms used The relevance,
stage of maturity and current state of the secunty meas-
ures adopted are montiored via self-assessments and
reviewed by the T internal audit department and external
1T auditors This ongoing process makes It possible to
make any amendments of tmprovements that might be
required, contributing to a sustainable increase in the
effectiveness of the secunty measures

In addition, measures are continually being adopted
to keep the current 17 landscape technicalty up to date,
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based on a long term programme of consolidation So, for
example, high-nsk systems are identified, and updated
or replaced with new systems Targeted outsourcing ac-
trivities during the reporting penod have enabled Linde
to achieve signiftcant improvements in its capacity for
data recovery, data production and data protection
Therefore, the Group ts better equipped to deal with any
outages or malicious attacks Working parties reqularly
analyse process risks which might anse from the out-
sourcing of It resources and these are reduced, if neces-
sary, by impiementing organisational or technical meas-
ures

New challenges are ansing in the areas of 11 secunty
and 1T nsk - management, particularly as a result of the
increasing virtvalisation of server, storage and network
components, the ever wider apphcation of cloud comput-
INg services _. 6L0ssARry, and above all from the rapid rise
in mobile solutions Consequently, Linde 15 developing
appropriate security concepts and implementation oppor-
tumties and integrating these into current or proposed
nsk minimisation strategies (cyber secunty)

Linde Template 1s a major initiative within the HPo pro-
gramme The aim of this 1t project 15 to achieve synergies
in The Linde Group as a result of worldwide standardisa-
tion of business processes and related sap applications
Due to the size of the project and the fact that some of
the applications are business-critical and will be affected
when the project 1s implemented, the realbisation of the
project 1s associated not only with project nisks, but also
with specific IT security risks and 11 downtime risks Ap-
propriate measures will therefore be included in the pro-
Ject management so that any nisks may be identified more
promptly and reduced

Risk transfer

The Linde Group has taken out appropniate insurance
against potential losses and liability nsks to ensure that
the potential financial consequences of any risks which
have arisen are eliminated or hmited The Group con-
stantly ensures that its insurance s at the optrmum level,
based on the specific requirements of the divisions

Executive Board summary of
the risk sttuation of The Linde Group
Based on the risks and future prospects of the Group out-
lined in this report and given the risk management pro-
cedures in place, the Executive Board has not identified
any nsks 1n the 2012 financiat year which might have a
lasting or significant negative impact on the net assets,
financial posttion and results of operations of The
Linde Group

The total amount which relates to individual nisks
within the risk fields will not adversely atfect the viability
of The Linde Group as a gong concern

If there 15 a change in circumstances, risks which are
currently unknown or deemed 1o be immatenal might
have a negative tmpact on business operaticns

The Group has made the organisational arrangements
necessary to ensure that it becomes aware at an early
stage of any apparent changes in risk situations and
makes an appropriate response to such changes
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OF THE GERMAN

COMMERCIAL CODE (HGB)
DISCLOSURES IN >94
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OF THE GERMAN COMMER-

93

QAL CODE (HGB) AND
COMMENTARY

The Executive Board and Supervisory Board of Linde a6
have 1ssued a declaration of comphiance with the recom-
mendations of the German Corporate Governance Code
in accordance with § 161 of the German Stack Carporation
taw {AktG) and made it permanently available to share-
holders The declaratton of compliance 1s available on the
Internet at _ www LINDE COM/DECLARATIONOFCOMPLIANCE

The declaration on cofporate governance 1s available
on the Internet at o www LINDE COM/CORPORATEGOVERNANCE

More information about corporate governance at Linde
1s given in the section entitled Corporate Governance on
—1 PAGES 14 10 20 of the Annual Report
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EVENTS AFTER THE =97

BALANCE SHEET DATE

Capital subscribed

The company has capital subscribed at the balance sheet
date of Eur 474,176,962 56 which 15 fully paid up This s
divided i1nto 185,225,376 at a notional par value of EUR 2 56
per share The shares are bearer shares Each share, with
the exclusion of 36,408 own shares held by the company
at 31 December 2012 (§ 71b of the German Stock Corpora-
tion Law {AktG)), confers a voting right and ts entitled to
dividend

Restrictions affecting voting rights

or the transfer of shares

In the 2007 financial year, 1t was resolved at the Annual
General Meeting to introduce a share option scheme
(Linde Performance Share Programme 2007) for manage-
ment boards and lower-ranking executives under which
up to 3 s million subscription rights can be 1ssued if mem-
bers of the management board or certain lower-ranking
executives subscribe for or acquire shares as a result of
exercising options, 25 percent of those shares or, under
certain conditions, shares equivalent to 25 percent of the
total number of options exerased, are subject to a two-
year lock-up period To date, under this share option
scheme, shares have been 1ssued in each of the years
2007 to 201

Shareholdings exceeding 10 percent

of the voting rights

tinde AG is not aware of any direct or indirect sharehold-
ings which reach or exceed 10 percent of the voting nghts

Shares with special rights
There are no shares with special nghts which confer pow-
ers of control on the holder

Method of controlling voting nights if
employees own shares and do not exercise
thewr control nghts directly

Employees who hold shares in Linde AG exercise their
control nghts directly hike other shareholders in accord-
ance with legal regulations and the rules set cut 1n the
articles of association

legal regulations and rules set out 1n
the articles of association governing the
appomntment ond removal of members
of the Executive Baard and changes to
the articles of assaciation
The members of the Executive Board are appointed and
removed by the Supervisory Board in accordance with §§
84 and 85 of the German Stock Corporation Law (AktG)
and § 310f the German Codetermination Law (MitbestG)
Appointments are for a maximum term of five years itis
permissible for members of the Executive Board to be
reappointed or for their term of office to be extended,
although in each case for a maximum period of five years
Pursuant to § 31 of the German Codetermination Law (Mit-
bestG), the appointment of a member of the Executive
Board requires at least a two-thirds majonity of the mem-
bers of the Supervisory Board

According to Ariicle 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 Executtve Board as Chairman of the
Executive Board and one as Deputy Chairman The Super-
visory Board may revoke the appointment of a member
of the Executive Board or the nomunation of one of the
members of the Executive Board as Chairman of the Ex-
ecutive Board if there I1s good cause to do so pursuant to
§ 84 (3) oi the German Stock Corporation Law (AkLG)

Changes to the articles of association require a reso-
lution at the Annual General Meeting in accordance with
§ 119 () No s and § 179 AktG Resolutions at the Annual
General Meeting require a simple majonty of the votes
cast, as setout 1n Article 13 2 of the articles of asseciation
and, if a majonty of shares s required, a simple majonty
of the share capital represented at the vote, as long as
mandatory legal rules do not require a different majority
According to Articie 9 s of the articles of assotiation, the
Supervisory Board 1s authonsed te make amendments to
the articles of association concerning only the form of
words to be used

Powers of the Executive Board to 1ssue

and repurchase shares

The Executive Board Is authorised, with the approval of
the Executive Board, to increase capital subscribed by up
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to Eur 20,000,000 00 until 3 May 2015 against cash of non-
cash contributions by 1ssuing, on one or more occasions,
up to 7,812,500 new bearer shares with a notional par
value of euR 2 56 (Authonised Capital I)

The Executive Board 1s further authonsed, with the
approval of the Executive Board, to increase capital sub-
scribed by up to Eur 37,119,265 28 until 3 May 2017 against
cash or non-cash contributions by 1ssuing, on ene or more
occasions, up to 14,499,713 new bearer shares with a no-
tional par value of EuR 2 56 (Authornised Capttai 1)

The 1ssued share capital can be increased by up to
EUR 2,221,189 12, divided into 867,652 new shares, if cer-
tain conditions are met (2002 conditionally authorised
capital) The issued share caprtal will only be increased)f
the holders of the option nights 1ssued by the company,
following the authornisation given to the Executive Board
by aresolution passed at the Annual General Meeting on
14 May 2002, exercise their option rights and the company
does not fulfil the option rights by transfernng own shares
or by making a payment in cash The new shares issued
as a result of the exercise of options are first entitled to
dividend in the financial year in which, at the date of their
Issue, a resolution has not yet been passed at the Annual
General Meeting regarding the appropriation of profit

The issued share capital can be increased by up to
EUR 6,142,215 68 by the 1ssue of up (0 2,399,302 new bearer
shares with a notional par value of Eur 2 s6, 1f certain
conditions are met (2007 conditionally authorised capital)
The conditionally authorised increase in capital 1s ap-
proved solely for the purpase of granting subscription
nights (share opttons) to members of the Executive Board
of the company and other executivesin the company and
n lower-level affiliated companies within Germany and
outside Germany, including members of executive bodies
(ndividuals with subscription rights) in accordance with
the provisions set out in the authonsation agreed at the
Annual General Meeting on 5 June 2007 The conditionally
authortsed capital will onty be tssuedf subscription nights
are exerased in accordance with the authonsation
granted and the company does not meel its oblhigation in
cash or with own shares The new shares will partiuipate
1n profit from the beqinming of the financial year in which
they are 1ssued If the issue takes place after the comple-
tion of a financial year, but befcre the meeting of the
Supervisory Board at which the resolutton 1s passed re-
garding the appropniation of profit, the new shares are
also entitled to participate 1n the profit of the last com-
pteted financial year

The 1ssued share capital can be increased by up to
EUR 85,000,000 00 by the ssue of up t0 33,203,125 new
bearer shares at a notional par vatue of EUR 2 56, If certain
conditions are met (2010 conditionatly authornised capi-
tal) The increase 1n share capital will only take place if
(1) the holders and obligors of the convertible bonds or
warrant-linked bonds, to which were added convertible
and/or warrani-hnked bonds to be 1ssued by the com-
pany or by Group companies controlled by the company by
3 May 2015, as a result of the authornisation granted to the

Executive Board by the resolution passed at the Annual
General Meeting on 4 M3y 2010, exercise their conversion
or option rights or {u) if the holders and obligors of con-
vertible bonds to be issued by the company or by Group
companies controlled by the company by 3 May 2015, as a
result of the authonsation granted to the Executive Board
by the resolution passed at the Annual General Meeting
on 4 May 2010, exeraise ther conversion nghts, although
in cases {1) and (i) only nsofar as own shares are not
used for this purpose The new shares are 1ssued at the
option or conversion pnice tobe determined 1n each case
1n accordance with the resolution regarding authonsation
referred to above The new shares partiapate in profit from
the beginning of the financial year in which they are 1ssued
as a result of the exercise of conversion or aption nghts
or settlement of the conversion obhigation The Executive
Board Is authorised to detesmine the remaining details of
the conditionally authorised capital increase and its im-
plementation, with the approval of the Supervisory Board

The 1ssued share capual can be increased by up to
EYUR 10,240,000 by the 1ssue of up to 4,000,000 new bearer
shares with a notional par value of eur 2 56 ¥f certatn con-
ditions are met (2012 conditionally authorised capital) The
condrtionally authorised increase in capital 1s approved
solely for the purpose of granting subscription (share op-
tions) 1o members of the Executive Board of the company,
members of the executive bodies of affiliated companies
within Germany and outside Germany and to selected
executives in the company and in affihated companies
within Germany and outside Germany in accordance with
the provisions set out in the authorisation agreed at the
Annual General Meeting on4 May 2012 The conditionally
authonsed share capital willonly be issued f subscription
rights are exeraised in accordance with the authonisation
granted and the company does not meetits obligation in
cash or with own shares The new shares issued as a result
of the exercise of options are first entitied to dividend 1n
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 appropriation of profit

The Executive Board is authonised until 3 May 2017 by
a resolution passed at the Annual General Meeting on
4 May 2012 to acquire own shares up te 10 percent of cap-
ital subscnibed at the date of the resolution or, if lower, of
the capital subscribed at the date the relevant authonsa-
tion 1s exercised These shares may be purchased on the
stock exchange, by way of a public purchase offer ad-
dressed to all shareholders or by way of a public invitation
to ail shareholders to submit sale offers The own shares
acqurred under this authonsation may

— be sofd via the stock exchange or by an offer to all
shareholders,

— with the approval of the Supervisery Board, also be
sald otherwise,

— with the approval of the Supervisory Board, be offered
and transferred in the context of the direct orindirect
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acquisition of companies, businesses or investments
in companies, and on the formation of business com-
binations,

— be appropriated to settle option and/or convertible
bonds which the company or a direct or indirect sub-
sidiary of the company has 1ssued or will 1ssue,

— be granted, 1n the case of a sale of acquired own
shares by an offer to all shareholders or a capital in-
crease with subscription rights, to holders of option
and/or conversion nghts 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 rnights
or after settlement of a conversion obligation,

— be granted in fulfilment of the company’s obligations
under the Linde Management Incentive Pregramme
following the resolution passed at the Annual General
Meeting on 14 May 2002 (agenda item 8),

— be granted in fulfilment of the company’s obligations
under the Linde Performance Share Programme fol-
lowing the resolution passed at the Annual General
Meeting on 5 June 2007 (agenda item 7),

— be granted in fulfilment of the company’s obligations
under the Linde Performance Share Programme fol-
lowing the resolution passed at the Annual General
Meeting on 4 May 2012 (agenda item 8},

— be issued to members of the Executive Board and to
persons currentty or formerly employed by the com-
pany, and to members of executive bodies of Linde’s
affihated companies, or be used to service rights or
obligations to purchase own shares attributable to the
persons named heretofore or

— be redeemed, with the approval of the Supervisory
Board

Significant agreements relating ta change
of control subsequent to a takeover bid
If there1s a change of control, the hybrid bonds 1ssued in
2006 may be called 1n and repaid early

in each of the financial years 2007 to 2012, Linde 15-
sued benchmark bonds under 1ts Debt Issuance Pro-
gramme v13 Linde Finance 8 v Under the terms and con-
ditions of the yssue, in the event of a change of control,
the bond debtor may demand immediate repayment If the
change of control leads to a withdrawal of the rating or
to a deduction tn the rating to or below certain rating
tevels ter unsubordinated unsecured habihties

There are also significant financing agreements n
place, each of which includes specific rules which apply
in the event of a change of contro! These rules set out,
in particular, the duty to provide information to the con-
tracting party, as well as the canceilation rights of the
contracting party

There are customer contracts with clauses which grant
the customer special cancellation rights in the event of
a change of control If these special cancellation rights
are exergsed, the contracts provide for appropriate com-
pensation

Under the terms and conditions of the Linde
Pertormance Share Programme 2007 for management
boards and lower-ranking executives, in the event of a
change of control, special rules may be adopted The spe-
cial rules which apply to the share options issued in the
years 2007 to 20m are that, in the event of a change of con-
trol, cancellation nights apply, which means that options
may be settled in cash in an amount to be determined

Under the terms and conditions of the Linde Long Term
Incentive Plan (LTIP 2012) for management boards and
lower tiers of management, in the event of a change of
control, special rules maybe adepted The special rules
which apply to the share options 1ssued 1n 2012 are that,
in the event of a change of control, cancellation rights
apply, which means that options may be settfed in cash
In an amount to be determined

Compensgtion arrangements made by the
compony with members of the Executive
Board or with employees which will apply

in the event of a takeover bid

tf there 1s a takeover of Linde Ac and their employment
contracts are terminated, members of the Executive Board
may beentitled to certain compensation payments based
on theirr contractual emoluments These compensation
payments have an upper hmit A more detailled descrip-
tion of the rules on change of control as they affect the
members of the Executive Board can be found in the Re-
muneraion Report
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EVENTS AFTER
THE BALANCE
SHEET DATE

No significant events accuried for The Linde Group
between the balance sheet date and 21 February 2013
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The Executive Board recommends that, when the annual
financial statements of Linde aG are approved at the
meeting of the Supervisory Board on 6 March 2013, the
Supervisory Board proposes that the appropriation of
profit of EUR 500,010,213 60 (2011 EUR 427,653,502 50) be
voted on the Annuaf General Meeting on 29 May 2013

— payment of a dividend of gur 2 70 (20m €ur 2 50) per
no-par value share entitled to dividend The total div-
idend payout for 185,188,968 (2011 171,061 401) no-par
value shares entitled to a dividend amounts to
EUR 500,010,213 60 (2011 EUR 427,653,502 50)

The 36,408 treasury shares held by the Company without
any dividend entitlement at the time of the proposal are
not included in the calculation of the amount distributed

The financiai statements of Linde a6, which have been
prepared in accordance with the provisions of the German
Commercial Code (HGB) and the German Stock Corporation
Law (AktG), and the management report are published in
the German Federal Gazette
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of 21 percent 1n 2¢13 (2012 22 percent), while industrial
production s expected to intrease by 2 7 percent (2012
37 percent)

tn South Amernca, dynamic growth thus year 1s being
forecast by the economists, with Gop expected to rise by
3 6 percent (2012 2 5 percent) 1P here 15 expected torise
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Macroeconomic trends

Economists are expecting general economic growth to be
only shghtly higher in 2013 than in 2012 In their view, the
aglobal sovereign debt crisis continues to pose the greatest
fisk to macroeconomic development The global economy
could also be adversely affected by the unresolved fiscal
chiff problem in the Umted States Other factors which
might have a negative impact are a potential talling-off
of the economy in China and the uncertatn political situ-
ation in some countries in the Arab world

Against this background, the international ferecasting
institute The Economist Intelligence Unit ¢ew) 1s predict-
ing growth in global gross domestic product (Gop) for 2013
of 2 4 percent, following a rnse of 2 2 percent in 2012
Global industiial production (1P) 1s forecast to increase in
2013 by 2 7 percent 1n 2012, this rose by only 15 percent

it 15 expected that there will continue to be consider-
able vaniations in economic trends in different regions of
the world in 2013 In the emea region (Europe, Middle East,
Africa), economists are expecting a modest increase i
economic output of o7 percent The actual figure
achieved in 2012 was o0 4 percent A shght increase tn in-
dustnal production of o 2 percent 15 being forecast for
2013 In 2012, the emea reqion had to deal with a decline
in e of 13 percent

In Western Europe and the eurozone, the impact of the
debt cnisis is still berng felt in many countries As aresult,
economists are predicting that economic output in the
eurozone will shiink by 0 2 percent 1n 2013 In 2012, GoP
in the eurozene fell by o 5 percent The experts are fore-
casting virtual stagnation for western turope (Goe growth
of o1 percent 1n 2013, compared with a decline in Goe in
2012 of 01 percent), while 1n Germany a slight increase in
6op of 0 8 percentis expected, compared with actual cor
growth in 2012 of 0 9 percent

The economy in the Middle East and Eastern Europe
should see much more robust trends Economists are fore-
casting cop growth of 4 o percent in the Middle East (com-
pared with actual Gop growth in 2012 of a 7 percent),
while in Eastern Europe Gop 1s expected to increase by
2 5 percent (2012 2 2 percent) The forecasting institute
15 also expecting the economic environment in South Af-
rica to be relatively favourable and 1s predicting 6op
growth of 31 percent (2012 2 s percent)

In the view of the eiu, economic prospects in the us
are stable The institute 1s forecasting growth in Gor here

by 2 9 percent (2012 0 9 percent)

As 1n previous years, the strongest growth rates in
2013 are expected to be seen i the Asia/Pacific region
The e 15 predicung that economic output will rise here
by 6 2 percent (2012 5 5 percent) Anncrease tn 1Adus-
tnal production of 76 percentis expected, compared with
the actual rise 1n 2012 of s9 percent Within the Asia/
Pacific region, 1t1s anticipated that China will have the
fastest rate of growth Economists are predicting that
economic output here willbeup 8 5 percent in 2013 {2012
77 percent) The e s forecasting an tncrease in Chinese
industrial production of 11 8 percent in 2013 (2012 101 per-
cent)

Industry sector outlook

Gases industry

Against the background of predicted global economic
trends, 1tis to be expectedthat the worldwide gases mar-
ket will grow at a shightly faster pace 2013 than was the
case in 2012 Nevertheless, i1s importantin this industry
as well to distinguish between individual regions
Whereas the forecast 15 for a rather modestincrease in
demand in most developed economes, significant growth
1s expected in the emerging economies, especially in Asia

Engineering business
Industry experts are forecasting a shight increase in 1n-
vestment activity In 2013 in the international market for
large-scale plant construction This should derive princi-
paily from ever brisk demand 1n the growth markets of
Asia, the Middle East and Eastern Europe New plant con-
struction projects in the petrochermical industry and in
the market for natural gas, hydrogen and synthesis gas
plants are also expected te come out of North America in
view of the increasing explottation of unconventional
sources of natural gas, such as shale

Long-term growth trends, such as the nise 1n global
energy requiremnents, Increasing demand for environmen-
tally friendly techrologies and the growing use of uncon-
ventional sources of energy, will remain intact in 2013
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Outlook - Group

Leading economic research institutes are forecasting a
slight economic recovery 10 2013 They expect increases
somewhat above those seen in 2012 in both glabal gross
domestic product (GoP) and global industrial production

Py Uncertainty remains, however, as to the sustainabil-

ity and pace of economic growth The man factors which
might impede robust global economic growth include
high levels of public debt worldwide, monetary instabihity
and the prevailing uncertain politicai situation 1n some

countnes in the Arab world In addition, the global econ-

omy 15 becoming increasingly dependent on economic
trends in China

Based on current economic predictions, Linde’s objec-

tive Is to continue to achieve Increases in Group revenue
in the 2013 and 2014 financial years and to improve Group

operating profit in both years !t continues to aim to gen-

erate Group operating profit of at least eur 4 bn in the
2013 financral year

The Group has also set itself new medium-term targets
in the 2016 financial year, Linde 15 seeking to generate
Group operating profit of at least eur 5 bn and return on
capital employed (based on the defimition of Roce used
to date 1 e adusted for the amortisation of fair value
adjustments identified in the course of the soc purchase

price allocation) of around 14 percent Without the adjust-
ment, this corresponds to a reported Roce figure of 13 per-

cent
The mediurmn-term targets are also based on current

economic forecasts, according to which the global econ-
omy will continue to grow In the coming years The out-

look 1s also based on the assumption that there will not
be any significant shifts in exchange rates during the
same period

Linde anticipates that it will continue to benefit in the

coming years from megatrends such as energy, the envi-

ronment and health, and dynamic growth in the emerging
economies The Group will also continue to improve its

business processes and remains committed to the sys-
tematic implementation of its holistic concept for sustain-

able productivity gains (High Performance Organtsation
or HPO) As a result of applying the Hro programme, Linde
has reduced gross costs in the four-year perod from 2009
to 2012 by a total of around eur 780 m The Group will
continue to apply the measures it has designed to make
constant improvements in efficiency and plans to achieve
further reductions 1n total gross costs of between
EUR 750 m and EUR 900 min the years 2013 0 2016

Outlock - Gases Divisian
Recent economic forecasts indicate that the global gases
market will grow at a somewhat faster rate in 2013 than
In 2012 Linde remains committed to its original target in
the gases business of outperforming the market and con-
tlnumg to increase pmducllwly

In 1ts on-site business, Linde has a healthy project
pipeling, which will continue to make a substantal con-
tribution to revenue and earmings trends in the coming
years

The Group expectsits iquefied gases and cylinder gas
product areas to perform in line with macroeconomic
trends

In the Healthcare product area, Linde 15 expecting to
achieve significant inCreases in revenue and earmings as
a result of the acquisitions it has concluded, especially
Lincare

Against thus background, Linde expects that revenue
generated by the Gases Division Iin the 2013 and 2014
financial years will conttnue to increase and that operat-
ing profit with improve 1n both years

Outlook - Engineerning Division
Arelatively stable market environment ts expected in the
international large-scale plant construction business over
the next few years At eur 37 bn, the order backlog in
Linde’s Engineernng Dwvision remains hegh, creating a
good basis for a solid business performance over the next
two years The Group expects to generate the same level
of revenue 1n its plant construction business in the 2013
and 2014 financial years as in 2012 Linde anticipates that
it will achieve an operating margin in 2013 of around
10 percent

Linde 15 well-positioned in the international market for
olefin plants, natural gas plants, air separation plants and
hydrogen and synthesis gas plants and will derive lasting
benefit in particular from investment in two structural
growth areas eneigy and the environment

Capital expenditure

Linde’s mvestment strategy targets opportumties which
offer above-average growth prospects In the 2013
financial year, the Group witl pursue the same strateqy

Based on the investment decisions it has already
made and the great number of investment opportunities
still availlable (including those in the promising energy
sector), Linde expects to invest more In 18s Gases Division
in 2013 than in 2012 Capital expenditure n this division
will probably again exceed 13 percent of the division’s
fevenue

However, this benchmark of 13 percent remains the
medium term target 1n the Gases Division
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Financing

in the 2013 financial year, Linde will continue to apply its
strategy of safequarding hquidity and maintaiming long-
term financing Gross financiat debt repayable within one
year s matched by secunties and cash and cash equiva-
tents of EUR 2 041 bn, as well as a EUR 2 5 bn syndicated
credit facility available until 2015 which was not drawn
down 3t 31 December 2012

The dynamic indebtedness factor (net finanoial debt
to operating profit) increased from 1 6 at the end of 20m
tc 2 3 at the end of 2012 due to the financing of the Lincare
acquisition in the 2012 financial year At 31 December 2012,
net financial debt was Eur 8 086 bn

Depending on developments in the financial markets
and the growth opportunities available, Linde regards 2 5
as the upper limit for (ts dynamic indebtedness factor

The profitable growth defined as one of the Group’s
medsm-term targets should continue to be financed
mainly by the cash flow from operating activities Linde
intends to use the cash flow remaning after deducting
capital expenditure to cover both its financing costs, fu-
ture nises In dividend payments expected at the current
ume and to repay 1ts financial debt

Dividends

Continuity and prudence will continue to be the most im-
partant critena for Linde’s dividend policy in the future
Asn previous years, the Group will determine the level
of the dividend for the 2013 financial year on the basis of
the operating profit fiqures, while at the same time takeng
wider macrgeconomic trends into account

Research and development

unde 1s planning to spend over EUR 100 m on research and
development in 2013 The Group will channel most of
these funds intc energy, the environment and healthcare
i order to strengthen its foothald in these fast-grawing
market segments

tn close coltaboration withits customers, Linde intends
to continue to work in the current financial year on de-
veloping and improving gasesapplications and processes
Following the systematic bundling of R& D activities in the
Gases Division, Linde will increasingly focus on the six
main technical trends 1t has identified as relevant to its
business _ pace 68 In addition to updating its existing
portfolio, the Group will concentrate above all on inno-
vations in chemicals & energy and metal & glass, and in
the foad and processing industries

In the Realthcare product area, Linde will continue in
the 2013 financial year to provide 1ts greatest support to
research focusing on the medical application of gases and
the development of medical devices for intensive respira-
tory disease therapy

In the Engineering Division, the Group will continue
to work on further improvements to vanous plant tech-
nologies, concentrating in particular on increasing the
energy efhiciency of plants and enhancing their environ-
mental credentials

Innovative projects to expand Linde’s existing product
portfolig and tap into new lines of business in collabora-
tion with various partners in industry and science are
already off the ground

In addition, the Group plans to consolidate 1ts pioneer-
ing role in the promising field of hydrogen technology as
well asn the energy and environmental sectors




[

U2

ourtook

LINDE FINANCIAL REPQRT 2012

Purchasing

Gases Division
tn the 2013 financial year, Linde anticipates a number of
different price trends 1n the procurement markets rele-
vant to the Gases Division Linde expects, for example, to
continue to see shight falls in the pnices of products which
are affected by the price of steel

In 2013, the Group’s aim 15 to continue to reduce pur-
chasing costs across the entire portfolio of products and
services 1n the Gases Division There will continue to be
a focus on bundling purchasing activities together with
those of the Engineering Division

Engineering Division
shortages in raw matenials are expected to result in price
increases for input matenials during the current financial
year and beyond In addition, price fluctuations in the raw
material markets make 1t difficult to project long-term
pricing

Linde 15 countering this trend through the systematic
implementation of its Global Procurement Strategy The
Group is It a position to achieve very good prices for 1n-
ternational projects as a result of constant improvements
In processes and the introduction of globally harmomised
IT systems

The key elements of standardised procedures through-
out the procurement process in Linde’s Engineering Divi-
sion are streamlined and efficient structures, a reduction
in the number of suppliers and the globail bundling of
purchasing volumes In 2013, the Group will continue to
work on further improvements to iIts procurement strat-
egy As a result, Linde expects purchasing costs in the
Engineering Division to be lower in 2013 than they were
\n 2012

Statements relating to the future

The management report contains statements relating to
the future which are based on management’s current es-
timates about future development These statements are
not to be understood as guarantees that these expecta-
tions will prove to be true The future development and
the results actually achieved by The Linde Group and its
affilated companies are dependent on a number of nisks
and uncertamties and may therefare deviate significantly
from the statements relating to the future Linde has no
plans to update its statements relating to the future, nor
does 1t accept any obligation to do so
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GROUP STATEMENT
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COMPREHENSIVE INCOME

E28 GROUP STATEMENT OF PROFIT OR LOSS

n € million Note 2012 2011
Revenue [8] 15,280 13,787
Cost of sales 9,755 8,766
GROSS PROFIT 5,525 5,021
Mmarketing and selling expenses 2,303 2,031
Research and development costs __Im 98
Admrnistratign expenses 1,354 1,163
Other operating income [st1 288 285
Other operating expenses [9] 155 180
share of profit or loss from assocates and jont ventures (at equity) 92 76
Frnancal income [11} 354 359
Financial expenses [11] 659 650
PROFIT BEFORE TAX 1,687 1,619
Income 1ax expense [12) 363 375
PROFIT FOR THE YEAR 1,324 1,244

attnibutable to Linde AG sharehoiders 1,250 1,174

attributable to non-controlling interests __ 74 70
Earnings per share v € - undiluted [¥3] 703 688
Earnings per share i ¢ - diluted [13] 697 6 82
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E29 GROUP STATEMENT OF COMPREHENSIVE INCOME

wn € milllon 1 NOTE [22] 2012 2011
PROFIT FOR THE YEAR 1,324 1,244
OTHER COMPREHENSIVE INCOME (NET OF TAX} -317 -17
Unrealised gains/losses on avallable-for-sale financial assets -3 5
Unrealised gains/losses on derivative financial instruments 8 ~107
Currency translation differences _ . -i02 138
Actuanal gains/losses on pension provisions _-n9 -151
Change 1n effect of the ot on a defined benefut asset (asset cerling under 1as 19 s8) .2 -2
TOTAL COMPREHENSIVE INCOME 1,007 1,127
attributable to Linde acG shareholders 953 1,074
attnibutable to nan-controlling interests 54 53
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E30 GROUP STATEMENT OF FINANCIAL POSITION

i € mifhon Note 31122012 31122001
Assets

Goodwill [141( 19,620 7,868
Other intangible assets [14] 3,580 3,300
Tangible assets [15]1| 10,188 9,030
Investments 1n associates and Joiat ventures (at equity) [16] 816 754
Other financial assets [slf 282 918
Recervables from finance feases (18] 244 302
Other receivables and other assets [18] 592 526
Income tax receivables [18] 4 5
Deferred tax assets [12] 469 368
NON-CURRENT ASSETS 26,795 23,071
Inventanes 7] 1,098 1,036
Recewvables from finance leases [18] 47 50
Trade receivables (18] 2,599 2,030
Other receivables and other assets (18]} 709 558
Income tax recewvables [18] 181 97
Secunties {191 823 1,073
Cash and cash equivalents [201| 1,218 1,000
Mon-current assets classified as held for sale and disposal groups (213 7 -
CURRENT ASSETS 6,682 5,844
TOTAL ASSETS 33,477 28,915
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E 31 GROUP STATEMENT OF FINANCIAL POSITION

in € miliron Note 311212 311z n
Equity and hobilities

Capital subscribed A1 438

Conditionally authorised capiial € 104 million (2011 € 57 million) o

Capatal reserve 6,698 5,264
Revenue reserves 5,889 5,752
Cumulative changes In equity not recognised theough the statement of profit or 105s 33 150
TOTAL EQUITY ATTRIBUTABLE TO LINDE AG SHAREHOLDERS [22] 13,0;;! 11,604
Non-controlling interests 22] 564 540
TOTAL EQUITY 13,658 12,144
Provisions for pensions and simifar obligations [23] 1,105 938
Other non-current provisions a3y ___ _4an 445
Deferred tax habilities [12] 2,186 2,012
Financial debt [25] 8,862 6,491
Liabilities from finance leases 6]} 56 33
Trade payables Py . s il
Other non-current habilities eny 237 194
Uabilities from income 1axes 7]} 85 96
NON-CURRENT LIABILITIES 13,008 10,215
Current pravisions [24] 1,565 1,455
Financial debt {253 1,262 1,277
Liabilities from finance leases e}| 24 13
Trade payables 2711 _ 2,790 2,712
Other current habilities [27] 1,003 996
Liabihties from income taxes [27] 167 103
CURRENT LIABILITIES 6,811 6,556
TOTAL EQUITY AND LJABILITIES 33,477 28,915
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E32 GROUP STATEMENT OF CASH FLOWS

n € miltion _y NOTE [30] 2012 2611
Profit before tax 1,687 1,619
Adjustments to earnings before tax to colculote cash flow from operoting aclivities

Amortisation of intangible assets/depreciation of tangible assets 1,538 1,300
Impairmenis of financial assets - 2
Profit/lpss on disposal of non-current assets -25 -45
Netinterest - 353 285
Finance income ansing from finance [eases n accordance with IERIC 4/1a517 o 24
Income fram associates and joint ventures (at equity) % -76
Distributions/dividends received from associates and joint ventures 52 44
Income taxes paid -462 -361
Changes n assets and liobilities

Change In Inventorigs -3 -79
Change in trade receivabies _-160 -179
Change in provisions L =191
Change n trade payables -101 183
Change in other assets and habilities -225 -100
CASH FLOW FROM DPERATING ACTIVITIES 2,522 2,426
Payments for tangible and intangible assets and

plants held under finance leases in accordance with IFRIC 4/ 145 17 _-1,788 -1,376'
Payments for investments in consolidated companies -2,997 -28
Payments for investments in financial assets 32 -50
Payments for investments in securities o 713 -1,655
Proceeds on disposal of securiies 853 3
Proceeds on disposal of tangible and intangible assets and

amortisation of recervables from finance leases in accordance with IFRIC 4/1a5 17 109 115
proceeds on disposal of non-current assets held for sale and disposal groups - 12
Proceeds on dispesal of financial assets 45 42
CASH FLOW FROM INVESTING ACTIVITIES -3,813 -2,937

* adjusted for capitalised borrowing costs s NOTE [30)
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E 33 GROUP STATEMENT OF CASH FLOWS

in € million _2 NOTE [30] 2012 2011
Dividend payments to Linde a6 shareholders and non-controlling interests -476 -419
Cash inflows from capital increase 1,391 -
Cash milows/outflows due to changes of non-controlling interests 50 -1
Proceeds from issue of employee shares .58 30
Cash outflaws for the purchase of own shares -5 -
Interest recerved 190 182
Interest paid _ -567 -489"
Proceeds of loans and capital market debt 6.381 2,030
Cash outflows for the repayment of loans and capital market debt -4,942 -951
Change in liabihties from finance lesses __ -1 -5
CASH FLOW FROM FINANCING ACTIVITIES 1,516 367
NET CASH INFLOW/GUTFLOW 225 -144
OPENING BALANCE OF CASH AND CASH EQUIVALENTS 1,000 1,159
Effects of currency translation _ 7 ~15
CLOSING BALANCE OF CASH AND CASH EQUIVALENTS 1,218 1,000

' Adjusted for czpltalised borrowing costs o NOTE [30]
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E34 STATEMENT OF CHANGES IN GROUP EQUITY

i € mitlion 0 NOTE j22]

Copital subsciibed

Copital reserve

AT 1)AN 2011

436

5,205

Profit for the year

Other comprehensive income (net of tax)

TOTAL COMPREHENSIVE INCOME

Dividend payments

Changes as a result of share optron schemes

59

TOTAL CONTRIBUTIONS BY AND DISTRIBUTIONS TO OWNERS OF THE COMPANY

59

Addition of non-centrolting interests

Acquisition of non-controlling interests

CHANGES IN OWNERSHIP INTERESTS IN SUBSIDIARIES

AT 31 DEC 2011/1 JAN 2012

profit for the year

Other comprehensive income (net of tax)

TOTAL COMPREHENSIVE INCOME

Dividend payments

Changes as a result of share option schemes

76

Repurchase of own shares

Capital increase

33

1,358

TOTAL CONTRIBUTHONS BY AND DISTRIBUTIONS TO OWNERS OF THE COMPANY

36

1,434

Addition of non-contralling interests

Acguisition of non-controdling interests

CHANGES IN OWNERSHIP INTERESTS IN SUBSIDIARIES

AT 31 DEC 2012

474

6,698
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Revenue reserves

Cumulative changes in equity not recognised through the

statement of profit or foss

Total equity

Currency Dertvative ctnbutable to
Actugnrol gams/ translation  Avoilgble-for sale financiol tinde AG Non controlling
losses  Relalned earnings dilferences finoncral assets Instruments shareholders nlerests Totof equity
-200 5,308 121 =1 =21 10,848 514 11,362
- 1,174 - - - 1,174 70 1,244
-151 - 154 S -108 -100 =17 -117
-151 1,174 154 5 -108 1,074 53 1,127
- ~375 - - - -375 -44 -419
- - - - - 61 - 61
- ~375 - - - -314 -44 -358
- -4 - - - -4 -8 ~-12
. - - - - - 25 5
- -4 - - - -4 17 13
-351 6,103 275 4 -129% 11,604 540 12,144
- 1,250 - - - 1,250 74 1,324
-180 - -195 -4 82 -297 -20 -317
-180 1,250 -195 -4 82 953 54 1,007
- -428 - - - -428 -48 -476
- - - - - 79 - 79
- -5 - - - -5 - -5
- - - - - 1,391 - 1,391
- ~433 - - - 1,037 -48 989
- -10 - - - -10 -8 -18
- -490 - - - -4%90 26 -464
- -500 - - - -500 18 -482
=531 6,420 80 - -47 13,094 564 13,658
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E35 SEGMENT INFORMATION

Reportable segments

Totol Gases Division

in € million _ NOTE {31] 2012 201
Revenue from third parties L 12,58§ 11,052
Revenue from other segments .. _ .8 9
TOTAL REVENUE FROM THE REPORTABLE SEGMENTS 12,591 11,061
OPERATING PROFIT 3,403 3,00
of which share of profit or toss from associates/joint ventures {at equity) o 101 89
Amaortisation of iMangible assets and depreciation of tangible assets 1,489 1,247
of which amortisation of fair value adjustments identihed in the course of the soc T T
purchase price allocation . 216 220
of which irmpairments ~ 46 26
EBIT (EARNINGS BEFORE INTEREST AND TAX) 1,914 1,794
Capital expenditure (excluding financial assets) 1,901 1,439
n € million i

Revenue from third parties

Revenue from other segments

TOTAL REVENUE FROM THE REPORTABLE SEGMENTS

OPERATING PROFIT

of which share of profit or loss from associates/joint ventures (at equity)

Amortisation of intangible assets and depreciation of tangible assets

of which amortisation of fair value adjustments identified in the course of the soc purchase price allocation

of which impairments

EBIT (EARNINGS BEFORE INTEREST AND TAX})

Caprtal expenditure {excluding financial assets)
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Reportable segments
Engineering Division Other Achvities Reconclliation Totel Group
2012 2011 2012 20m 2012 2011 2012 2011
2101 2,151 R 1 584 o _ - - . 15280 13,787
. 460 O - = -468 -389 = -
2,561 2,531 596 584 -468 ~389 15,280 13,787
312 304 65 54 «250 ~-19% 3,530 3,210
= - Y- -9 =13 92 76
. 36 37 _ 3y 33 oot -17 . _\>538 1,300
- ) .. L] - - 3 238 242
T - o - - - - . __ 48 26
276 267 30 31 ~228 -182 1,992 1,910
30 26 18 17 3 ~-115 1,952 1,367
Reportable segments
Goses Division
EMEA Asia/Pacific AMericas Total Gases Division
2012 2017 2012 2011 2012 2011 2012 zart
5,978 S,6631 3,488 3,066 3ar 2323y 12,583 11,052
- 20 9y W L 83 18 8 9
5,998 5,672 3,498 3,076 3,200 2,384 12,591 11,061
1,700 1,634 935 872 768 535 3,403 3,041
n 121 45 50 _25 27 101 89
542 588 459 389l 388 27¢ 1,489 1,247
56 62 14 1041 46 54 il 220
43 21 2 - 1 5 46 26
1,058 1,046 476 483 380 165 1,914 1,794
778 627 687 587 436 225 1,901 1,439
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E 386 REVENUE BY LOCATION OF CUSTOMER

n € miflion 2012 200
Europe __6,405 5.987
Germany _ 1,298 1,245
Great Britain ___ 1519 1,396
Asla/Pacific 4,665 4,379
China _ __70e6 482
Australia LA 1,229
North America 2,619 1,890
usa 2,288 1,568
South America 864 746
Afnica ) 727 785
GROUP REVENUE 15,280 13,787
=37 NON-CURRENT SEGMENT ASSETS BY LOCATION OF COMFPANY
wr € miflion 2012 201
Europe 9,937 9,444
Germany 207 1,147
Great Britain 1,552 1,550
Asia/Pacific _ 6,961 6,466
China 921 689
Australia 163 1,565
North America 5,758 2,563
usA 2,160 1,424
South America 886 856
Afnca 846 869
NON-CURRENT SEGMENT ASSETS 24,388 20,198

Note The information disclosed by country excludes goodwill
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GENERAL PRINCIPLES

[1] Basis of preparation

The Linde Groupis an international technology group with
Gases and Engineering Divisions which operates across
the globe The parent company of The Linde Group 15
Linde Aktiengesellschaft The registered office of Linde ag
1510 Munich (Munich Commercial Register, ref HRB 169850)

The consolidated financial statements of Linde Ak-
tiengesellschaft for the year ended 31 December 2012
have been prepared in accordance with international Fi-
nancial Reporting Standards (1Frs) 1ssued by the Interna-
tronal Accounting Standards Board (1ase) as adopted by
the European Umon pursuant to ev Regulation No
1606/2002 of the European Parliament and the Council
concerning the use of internattonal Accounting Standards
The consolidated financial statements also comply with
the additional requirements of § 3153 (1) of the German
Commercial Code (HGB) All the Standards which were in
force at the balance sheet date have been appfied and,
in addition, those set out in _ nore {7] which have been
apphed early

The reporting currency 1s the Euro All amounts are
shown in millions of Euro (Eur m), unless stated otherwise

The statement of profrt or loss has been prepared using
the cost of sales method

The financial statements which are included in the
consohdated financial statements have been aud:ted by
KPMG AG Wirtschaftsprifungsgesellschaft, Berhin The an-
nual financial statements of companies included i the
consohdation are drawn up at the same balance sheet
date as the annual financial statements of Linde Aktien-
gesellschaft

[2] Pninciples of consohdation

Companies are conselidated usng the acquisition method
The cost of an acquisition 1s measured at the fair value of
the assets acquired and the labilities assumed or trans-
ferred at the date of acquisition Acgquisition-related costs
are recognised in profit or loss when they anse Theiden-
tifiable assets, habihties and contingent habilities ac-
quired as a result of a business combination are recog-
nised at theiwr fair values at the date of acquisition,
irrespective of the extent of any non-cantrolling interests
Adiustments regarding contingent consideration after the
one-year adjustment period, disclosed as a liability at the
date of acquisition, are recognised in profit or loss
Non-controlling interests are measured either at far
value or at the appropriate share of the identifiable net
assets in the company acquired To date, non-controlling
interests have always been measured in Linde at the ap-
propriate share of the 1dentffiable net assets in the com-
pany acqurred

where non-controlling interests are acquired, any re-
maining balance between the acquisition cost and the
share of net assets acquiredis ofiset directly in equity

tntra-Group sales, income, expenses and accounts
receivable and payable have been eliminated

Intra-Group profits and losses arising from intra-Group
deliveries of non-currentassets and inventores have also
been eliminated

The same principles apply to the measurement of com-
panies accounted for vsing the equity method as for the
consohdation of subsidianes

(3] Acquisttions

Major acquisitions in the course of the financial year
were

E 38 MAJOR ACQUISITIONS

Group

holding

mpercent
as ot Cost  Acquisition
31122012 i € miffion date
Lincare 1000 2,458 08 08 12

Air Products’

homecare business 100 & 535 300412
Puyang (asset deal) - 60 300412
Dahua (asset deal) - 15 010612
Hefel 99 0 13 310512
PSG 510 10 310512

Acquisttions are cansidered major if the cost of the acqui-
sifion exceeds EUR 10 M
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Lincare Holdings Inc
On g8 August 2012, The Linde Group acquired 83 9 percent
of Lincare Holdings Inc, usa, under the terms of a tender
offer From that date, the date of acquisition, the business
was fully consolidated in The Linde Group The purchase
price per share was uso 41 50 The price paid to acquire
83 9 percent of the shares was eur 2 458 bn The remain-
ing shares were acquired in three further stages by 14 Au-
gust 2012 and treated as a transaction with non-con-
trolling shareholders At the acquisition date, the share
of the non-controlling shareholders in the net assets of
the company restated at their fair value was a negative
figure of eur 28 m The same purchase price of usp 41 50
per share was paid to acquire the shares from the
nor-controlling shareholders as for the other shares The
difference between the non-controthing interests restated
at fair value and the purchase price was offset in revenue
reserves The post-tax effect on revenue reserves was
EUR 490 m The total acquisition cost was settled in cash

The business acquired generated revenue of
usD 1847 bn in 2011 with around 11,000 employees As a
result of the acquisition, The Linde Group was able to
continye to expand its Healthcare product area and to
Increase its presence and market share 1n the strategically
important North American market

The fair values of the assets and habihities acquired
were as follows

E39 IMPACT ON NET ASSETS OF
ACQUISITION OF LINCARE

Gpening balonce at & Augus!t 2012

n € milhon Foir volue
Non-current assets 909
Inventories 20
Other current assets 259
Cash and cash equivalents 159
£quity (attnbutable to Linde AG) 147
Non-controlling Interests -28
Liabilities 1,522

The goodwill of Eur 2 605 bnrematning after the purchase
price allocation comprises giobal synergies with Linde’s
existing homecare business, going concern synergies
arising from the business acquired and other benefits not
recognised as specific Intangible assets (especially per-
sonnel) Of the goodwill, EUR 368 m Is tax-deductible

The farr value of the receivables acquired at the acqui-
sition date was Eur 226 m Most of these recevables are
trade receivables The gross value of the trade receiva-
bles s eur 285 m The difference between the gross value
of the receivables and therr fair value is the provision for
bad debts Given the complexity of the transaction, the
results of the purchase pnice allecation should be re-
garded as provisional

Atr Products’ homecore business
On 30 Apnil 2012, The Linde Group acquired the Continen-
tal European homecare business of the gases company
Air Products With effect from that date, the business was
fully integrated into the conschdated financial statements
of The Linde Group The transaction comprised Air Prod-
ucts” homecare operations in Belgium, France, Germany,
Portugal and Spain The operations in each country are
conducted in separate companies and Linde acquired ali
the shares in each company (100 percent of the shares
with voting nights) Air Products Sud Europa s L (Spain),
GASIN - Gases Industriais § A (Portugal), Awr Products
Healthcare France s A's (France), Air Products Medi-
cal GmbH (Germany), Air Products Healthcare Belgium
s PRt (Belgium) The business which has been acquired
generated revenue of EUr 210 m 10 2011 with around 8so
employees The aim of the acquisttion was to root Linde
even more firmly in the healthcare structural growth
market

Alfter making certain adjustments relating to hiquidity
and debt, the purchase price was Eur 604 m, an amount
which was settled in cash Part of the purchase pnice wili
be refunded if certain parts of the business fail to perform
over a peried of two years from the acquisition date at
the level assumed n the purchase negotiations (contin-
gent constderation repayable) In addition, the Group has
current contingent obhigations for purchase price pay-
ments which relate to receivables which are to be col-
jected by Linde and passed on to the seller At the acqut-
sition date, the contingent consideration repayable was
recognised at a far value of EuR 101 m and this amount
was offsetagainst the purchase price paid for the purpose
of denving the acquisition cost The current contingent
obhigations for purchase price payments, which have the
effect ol increasing the acquisition cost, were measured
on the acquisition date at a fair value of eur 32 m The net
contingent consigeration repayable lies in a range be-
tween EUR 38 m and EUR 79 m The total acquisition cost
1s therefore eur 535 m The contingent obhigations for
purchase price payments of Eur 32 m were paid in full
durning the 2012 financial year At the balance sheet date,
the contingent purchase price repayment claim was
EUR 99 M

The goodwill of EUrR 248 m remaining after the pur-
chase price allocation comprises mainly expected syner-
gies with Linde’s existing homecare business in Europe
and going concern synergies ansing fram the business
acquired None of the goodwll s tax-deductible



17

LINDE FINANCIAL REPORT 2012

The fair values of the assets and liabilities acquired were
as follows

E40 IMPACT ON NET ASSETS OF ACQUISITION OF
HOMECARE BUSINESS FROM AIR PRODULTS

Opening bolance ot 30 April 2012

in € milhion Far volue
Non-current assets 133
Inventories 9
Other current assets 201
Cash and cash equivalents 16
Equity (attributable to Linde AG) 287
Mon-controlling interests -
Liabilities 72

The results of the purchase price altocatien and the cal-
culation of goodwill derived from those results should be
regarded as provisienal, given the significant extent of
contingent purchase price compenents

The fair value of the recervables acquired 1S EUR 185 M
All these receivables are trade receivables and most of
them are due from public healthcare providers The gross
value of the debts is Eur 202 m The difference between
the gross value of the recevables and thew fair value 1s
the provision for bad debts Of the amounts outstanding,
EUR 157 m has been received since the acquisition date

Asset deal with Hebet Puyang tron & Steel Ltd
(decaptivation)

On 30 April 2012, The Linde Group assumed responsibibty
for supplying gases to the steel company Hebel Puyang
ron &Steel Co Ltd , wu'an, China (Puyang Steel) under
the terms of a long-term gases supply agreement con-
cluded with Puyang Stee! which also includes the pur-
chase of that company’s existing ar separation plants
{decaptivation}

The purchase price for the acquisition of the produc-
tion business was Eur 60 m, of which Eur 37 m was paid
in cash The remainder of the purchase price 1s disclosed
as a lability Under the asset deal, anly non-current as-
sets were acquired, mainly air separation plants and cus-
tomer relationships No goodwill arose on this transaction
No receivables were acquired

Purchase of the existing

gas supply of Dahua Group

in Dalian (decaptivation)

On 1june 2012, The Linde Group assumed responsibility
for the existing gas supply of the chemical company Da-
hua Group at its site on Sengmu Island in Dahian 1n
north-eastern China (decaptivation) To do so, Linde
formed a production company together with Dahua Group
Linde controls this company The consideration of EUR 15 m
for the purchase of the gas production was settled 1n the
form of shares in the production company granted to Da-
hua and therefore had no cash impact on Linde By build-
ing a new, more efficient air separation plantin this pro-
duction company, Linde will secure future gas supplies
for Dahua Group When The inde Group assumed respon-
sibility for the existing gas production of Dahua Group, 1t
acquired only non-current assets {mainfy air separation
plants and customer relattonships) and ne goodwill arose
on the transaction No recevables were acquired

Hefer
0n 31 May 2012, The Linde Group acquired 99 percent of
the shares in Hefel Ju Wan Industrial Gases Co Ltd, China
In August, this company was fully consohidated in The
Linde Group for the first ume with effect from 1ts date of
acquisition The purchase price was Eur 13 m, which was
settled in cash This acquisitton will enable Linde to in-
creasets presence in Hefel province significantly

The goodwilt of EUR & mremaining after the purchase
price allocation comprises mainly going concern syner-
qgies arsing from the business acquired and other benefits
not permitted to be recogmised as speafic intangible as-
sets None of the goodwiil s tax-deductible

The receivables acquired have a fair value of EUR3 m
All the receivables are trade recervables The fair valye
I1s virtually the same as the figure for gross receivables

psG (o Ltd
0n 31 May 2012, The Linde Group acquired 51 percent of
the shares in ps6 Co Ltd, South Korea In August, this
company was fully consolidated in The Linde Group for
the first ime with effect from its date of acquisition

The purchase price of the shares was eur 10 m, which
was settled in cash The non-controlling interests were
recognised at the fair valuzs of the net assets attributable
to minority shareholders, which was £ug 10 m at the date
of acquisttion No significant goodwill arose on this trans-
action The aim of the acquisition 1s o strengthen the
Group’s position 1n South Korea and to make The
Linde Group one of the leading suppliers 1n South Korea
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Other gcquisitions
In 2012, The Linde Group made further acquisitions to ex-
pand its industnal gases business and Healthcare busi-
ness in the emea, Asia/Pacific and Americas reportable
segments The total purchase price far these acquisitions
was EUR 28 m, of which Eur 25 m was settied in cash
eur 7 m of the cash amount was paid in the 2011 financial
year The total purchase price includes contingent pur-
chase price adjustments There were fiabilities of EUR 3 m
which related to contingent purchase price payments
These amounts are payable within two years and are de-
pendent on posiive business performance in the business
acquired

Other acquisitions involve additions to non-current
assets such as customer relationships, cylinders, tanks
and vehicles as well as additions to inventories and othes
current assets Total gocdwill on these acquisitions was
EUR 12 M Receivables of eur 2 m were acquired, all of
which are trade receivables

E41 IMPACTON NET ASSETS OF ACQUISITION OF
PSG AND HEFEI AND OF OTHER ACQUISITIONS

Cpening balance

at ocquisition date Forr velue

n € miflion PSG Hele: other
Non-current assets 34 10 16
Inventories 4 1 1
Other current assets 15 3 2
Cash and cash

equivalents 2 1 1
Equity (attributable to

Linde AG) 10 7 16
Non-controlling

interegsts 10 - -

Liabilities 35 8 4

The impact of the transactions on the results of operations

of The Linde Group was as follows

E42 IMPACT OF ACQUISITIONS ON RESULTS OF

OPERATIONS OF THE LINDE GROUP

Revenue

from

Revenue 1 Jenuary

since to 31 De-

acquisitron cember

in € million dote 2012
Lincare 630 1,556
Alr Products” homecare business 132 206
Puyang 21 36
Dahua 18 26
PSG 38 53
Hefer 8 12
Other 17 36

E43 IMPACT OF ACQUISITIONS ON RESULTS OF

OPERATIONS OF THE LINDE GROUP

Profit for

the period

Profit for fram

the peried i Jonuary

since to 37 De-

acqusition cember

m € mithon date 2012
Lincare 45 97
Air Products’ homecare business 17 27
Puyang -5 -3
Dahua - 1
PSG - 1
Hefe - 1
Other 1 3
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[4] Scope of consolidation

The Group financial statements comprise Linde a6 and all
the companmies over which Linde aG exercised direct or
indirect control by virtue of 1its power to govern therr fi-
nancial and operating policies

The equity method 15 used to account for assoctates
and joint ventures Assoctates are companies in which
uinde a6 holds, either directly or indirectly, 20 percent or
more of the voting nghts and/or where it 15 able to exert
signitficant influence on financial and operating policies
Joint ventures are companies which are managed jointly
by Linde Ac and one or several partners Companies in
which Linde aG holds the majority of the voting rights,

either directly or indirectly, but where 1t 1s unable to con-
trol the company due to substantial nghts of non-con-
trolling shareholders {significant influence), are also ac-
counted for using the equity method

Subsidiaries notincluded in the consolidated financial
statements are immatenal in aggregate from the Group's
point of view, both in terms of equity and in terms of net
income or net loss for the year Therefore, they do not
have a sigmficant impact on the net assets, results of
operations and financial position of the Group For that
reason, they are not consolidated

The following table shows the structure of companies
included in the consolidated financial statements of The
Linde Group

E 44 STRUCTURE OF COMPANIES INCLUDED IN THE CONSOLIDATED FINANCIAL STATEMENTS

Asat As at
31 12 2011 Additions Oisposals 3172 2012

CONSOLIDATED SUBSIDIARIES 438 68 24 532
of which within Germany 22 1 3 20
of which ouwtside Germany 466 67 211 512
OTHER INVESTMENTS 59 12 9 62
of which within Germany 2 - -l 2
of which outside Germany 57 12 S| ~66
COMPANIES ACCOUNTED FOR USING THE EQUITY METHOD 53 2 2 53
of which within Germany - - - -
of which outside Germany 53 2 2 o 5;

Most of the additions to the companies included in the
consolidation during the reporting penod are subsidianes
in the United States acquired in the course of the Lincare
acquisition and subsidianies brought into the Group as a
result of the purchase of Arr Products’ Continental Euro-
pean homecare business

During the finanaial year, Linde also increased its
stake i 1ts subsidiary Abelld Linde s 4, Barcelona, Spain,
by 15 percent to 99 9 percent by acquinng shares from
non-controlltng shareholders The purchase price for the
shares acquired was eur 29 m The eur 10 m difference
between the share of net assets acquired fiom the
non-cantrolhing shareholders and the purchase pnee of
the additronal shares was offset in revenue reserves

The following fully-consolidated subsidiaries are ex-
empt under the provisions of § 264 (3) and § 26ab of the
German Commercial Code (Haa) from the duty to prepare
full annual financial statements and a management report
in accordance with the rules for corporations set out n
§§ 264 ff 18 and to have them audited and publish them

E 45 (OMPANIES EXEMPT FROM THE DUTY
TO PREPARE FINANCIAL STATEMENTS
AS PERMITTED BY § 264 (3) HGB

Naome tocation
Cleaning Enterprises GmbH Munich
Commercium Immaobihen- und

Beteiligungs-GmbH Munich
Heins &§ (o GmbH Bremen
Hydromotive GmbH&Co ke Leuna
Linde Electronics GmbH & (o k6 Pullach
Linde Engineering Dresden GmbH Oresden
unde Gas Produktionsgesellschaft

mbH& (0 kG Pullach
tinde Gas Therapeutics GenbH Unterschieissheim
Linde Medical GmbH Bochum
Linde Remeo Deutschland GmbH Mahiow
Linde Welding GmbH Pullach
Martens SchweiBtechnik GmbH Rastede
MFA GMbH Medizin Techruscher

Anfagenbau Sailauf
Selas-Linde GmbH pullach
Tega - Technische Gase und Gasetech-

ik GmbH Wirzburg
Unterbichler Gase GmbH Munich

A hist of the sharehotdings of The Linde Group 1s given in
—3 NOTE [47)
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[5] Foreign currency translation

Transactions in foreign currency are translated into the
relevant functional currency of the individual entity on
the transaction date After imitial recognitien, fereign cur-
rency fluctuatiens relating to monetary items are recog-
rused in profit or loss For non-monetary items, historic
translation rates continue to form the measurement basis
Translation differences ansing from the translation of
items into the reporting currency continue to be recog-
nised in “Cumulative changes 1n equity not recognised
through the statement of profit or loss” The financial
statements of foreign subsidianies, including any fair
value adjustments identified 1n the course of a purchase
price allocation, are translated in accordance with the
functional currency concept set out in tas 21 The Effects
of Changes in Foreign Exchange Rates

Assets and habihities, contingent habilities and other
financial commitments are translated at the mid-rate on
the balance sheet date (closing rate method) Items in
the statement of profit or loss and the net income for
the year are translated at a rate which approximates to
the translation rate on the date of the transaction (the
average rate)

[s] Currencies
The following principal exchange rates have been used

E46 PRINCIPAL EXCHANGE RATES

Differences anising from the translation of equity are n-
cluded in the Statement of financial posiion under the
heading "Cumulative changes in equity not recognised
through the statement of profit or loss”

The financial statements of foreign companies ac
counted for using the equity method are translated using
the same principles for the adjustment of equity as are
apphedto consclidated subsidianes

The financial statements of subsidiaries outside
Germany whose functional currency is the currency of a
hypennflationary economy are adjusted for the change
in purchasing power ansing from the nflatron Since 1 Jan-
uary 2010, Venezuela has been classified as a hyperninfla-
tionary economy in accordance with 1as 29 Financial Re-
porting in Hyperinflationary Economtes As a result, the
activities of Linde In that country are no longer accounted
for on a lustonc cost basis but after adjustments for the
effects of inflation The local inflation index inpc (Indice
Nacional de Prectos al Consumidar) 1s used for this pur-
pose

Mid-rate on balonce sheet date Averoge rate for the year
Exchange rate €1 » 150 code 31122012 3112 2011 2012 2011
Argentina ARS _ 648740 557540 583784 574644
Australia AUD 126957 126830 124172 134778
Brazi BRL 2 70330 241410 2 49880 2 32598
Canada CAD 130936 132320 128724 137634
China CNY 8 22]32 8 15510 _ _8_1 2_3_2 8 99921
Czech Republic [#13 25 08853 2559900 2514343 24 58228
Hungary Hur| 29137212 31554000 289 83858 279 35962
Malaysia MYR] 403549 410740 397311 4 25590
Norway NOK '._l' 345&3 774920 _ 748773 779760
Poland pLN| 408320 4 46750 418844 411901
South Africa zaR| 11716087 10482720 1053348 10 08627
South Korea KRW MQB 63253 | 1,502 04000 1,450 54184 1,540 82074
Sweden SEK| 857786 891400 871373 903115
Switzerland eHF| 120834 121540 120547 123315
Turkey TRY| 235386 2442401 231719 2 33658
UK GBP 0 81194 083430 081264 0 86786
USA usp 131965 129570 128732 139235
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(71 Accounting policies

The Group financial statements have been prepared under
the historical cost convention, with the exception of de-
rivative financial instruments, available-for-sale financial
assets, and plan assets relating to externally funded de-
fined benefit pension obhgations, which are stated at
their fair values

The financial statements of companies included in the
consohdated financial statements of The Linde Group
have been prepared using uniform accounting policies in
accordance with 1as 27 Consolidated and Separate Finan-
cial Statements

Recently 1ssued accounting standards

The 1ase and 1FrIC have revised numerous standards and
have issued many new ones in the course of their projects
to develop irs and achieve convergence with us caae Of
these, the following standards are mandatory in the con-
sohidated financial statements of The Linde Group for the
year ended 31 December 2012

— Amendments to IFRS 7 Financial Instrements Disclo-
sures - Transfers of Financial Assets

— Amendments to 1as 12 Deferred Tax Recovery of Un-
derlying Assets

These standards had no significant impact on the consol-
idated financial statements of The Linde Group

Recently 1ssued accounting standards

which have not yet been applied

In addition, the following standards have been 1ssued by
the 1ass, but have not been apphed in the consolidated
financiat statements of The Linde Group for the year
ended 31 December 2012, as they are either not yet effec
tive or have not yet been adopted by the European Union

iFRs ¢ Financial Instruments,

1IERS 10 Consohdated Financial Statements,

IFRS 11 Joint Arrangements,

tFRS 12 Disclosures of Interests in Other Entities,

IFRS 13 FaIr Value Measurement,

15 19 Employee Benefits (revised 2011),

1A5 27 Separate Financial Statements,

1A5 28 Investments 1n Associates and Joint Ventures,

Amendments to 145 1 Presentation of ltems of Other

Comprehensive Income,

Amendments to 1as 12 Deferred Tax Recovery of Un-

derlying Assets,

— Amendments to 1As 32 Offsetting Financial Assets and
Financial Liabilities,

— Amendments to IFRS 7 Financial Instruments Disclo-
sures - Offsetting Finanoial Assets and Financial Lia-
bilitres,

— Amendments to (¥kS 9/1FRS 7 Mandatary Effective

Date and Transition Disclosures,

JJ 111111

1

— Amendments to IFrS 10, 1FRS 11 and IFRS 12 Transition
Guidance,

-~ Amendments to {ERS 10, IFRS 12 and 1AS 27 Investment
Entities

— Improvements to IFRss (2009 - 2011)

IFRS 9

The rules for the recogmtion and measurement of finan-
cial instruments set out 1n 1as 3 will be replaced by those
set out IN1FRS 9

In future, financral assets will be divided into only two
classifications those measured at amortised cost and
those measured at fair value The group of assets meas-
vred at amortised cost will compnise those financial as-
sets for which the contractual terms give nse on specified
dates to cash flows that are solely payments of pnincipal
and interest on the principal outstanding and in respect
of which the objective of the entity’s business model Is
to hold the financial asset to collect the contractual cash
flows All other finanaial assets are included in a group
which s measured at fair value IFRS 9 contains an option,
as before, to designate a financial asset in the first cate-
gory as measured at fair value through profit or loss if
certain conditions apply {the fair value option)

Value changes for financial assets measured at fair
value are recognised in profit or loss, except for those
equity instruments for which the entity has elected to
report value changes in other comprehensive income
However, dividend income relating to these financial as-
sets 1s recognised in profit or loss

The rules which apply tefinancial liabilittes are mostly
the same as those set out In1as 35 The most significant
difference concerns the recognition of gains and losses
on financial habiliies designated as at fair value through
profit or loss In future, such gains and losses will be sphit
1nto the amount of the change in fair value of the habihity
that 1s attributable to changes 1n the credit nsk of the h-
ability, which shall be presented in other comprehensive
mcome, and the remaining amount of change in the fair
value of the liability, which shall be presented in the
statement of profit or loss

Towards the end of the reporting period, the 1ass pub-
lished an Exposure Draft entitled “Cassification and
Measurement Limited amendments to IFrs $°, which pro-
poses the introduction of athird classification of financial
assets According to the Exposure Draft, this third group
should comprise financial Instruments which are recog-
nised at fair value but in respect of which the value
changes are recognised 1n other comprehensive income
This Exposure Draft 1s currently open for comment

IFRS 915 not expected to become effective until the
2015 financial vear and it may result i changes in the
classification and measurement of financial assets in the
consohdated financial statements of The Linde Group
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IFRS 10, 11 and 12
In 1FRs 10, the term “control” is redefined If one entity
controls another entity, the parent entity shall consohidate
the subsidiary Under the new defimition, cantrol 1s estab-
lished if the potential parent entity has power over the
potential subsidiary (investee) as aresult of voting nghts
of other rights, 15 expased or has rights to positive of
negative vanable returns from its involvement with the
investee, and has the ability to use 1its power over the
investee to affect the amount of tts returns

IFRS 71 sets out new rules for accounting for joint ar-
rangements Under these new rules, arrangements sub-
ject to joint control are classified as either a joint opera-
tion or a joint venture A joint operation 15 a Joint
arrangement whereby the parties that have joint control
of the arrangement {the joint operators) have rights to
the assets and obligations for the liabilities relating to the
arrangement The nights and obhgations are recognised
in the consolidated financial statements of the joint op-
erator in relation to its interest in the joint opefation In
a joint venture, on the other hand, the parties that have
joint contral of the arrangement (the toint venturefs) have
rights to the net assets of the arrangement This right is
accounted for in the consolidated financial statements
using the equity method The option of proportionate
consclidation 1n the consolidated financial statements 1S
no longer applicable

1FRS 12 sets out the disclosure requirements for inter-
ests in other entities This standard requires a much wider
range of disclosures than those previously required by
the rules set out In 1as 27, 1AS 28 and IAS 31

IFRS 10, IFRS 11 and IFRs 12 will become effective from
the 2014 financial year Early adoption is permitted The
new standards are to be applied retrospectively

The Linde Group will early adopt IFRS 10, 1FRS 11 and
IFRs 12 from 1 January 2013 The application of these stand-
ards wilt lead to changes in the compamies included in the
consolidation and /or changes in the measurement of in-
vestments in the consohdated finanaal statements of The
tinde Group Some joint ventures which have been ac-
counted for to date using the equity method will be in-
cluded in the consohidated financial statements of The
Linde Group, either fully or 1n accordance with Linde's
interest 1n the joint venture In the case of the remarming
joint ventures, the application of the new standards will
not result in a change of treatment The application of the
new standards wili lead to an increase in revenue and
operating profit The quantitative eftect of the changes
described above on the consolidated hnancial statements
of The Linde Group 15 currently being determined

iFRS 13

IFRS 13 sets out in a single kRS a unified framewaork for
measuring fair value in financial statements prepared in
accordance with tnternational Finanaal Reporting Stand-
ards It will apply in future to all other standards that re-
quire or permit fair value measurements Exemptions to

IFRS 13 are allowed only in the case of 1a517 and IFrs 2,
with some rules set out in these two standards continuing
to apply

Fai value 15 defined according to RS 13 as the exit
price | & the price that would be recerved to sell an asset
or paid to transfer a hability A three-level hierarchy for
fair value measurements is being introduced, a system
which 1s familiar from the measurement at fair value of
financial assets The three levels identified in the hierar-
chy are based on the extent to which observable market
prices are avalable 1n order to determine fair value The
fair values determined under the new rules may differ
from those determined under the old rules

1Frs 13 will become effective from the 2013 financial
year This standard 15 to be applied prospectively The
Linde Group has concluded bilateral credit support an-
nexes (csas) with most of the banks with which financial
instruments recogntsed at fair value are traded, thus min-
imising the default risk anising from these instruments
i NOTE [29] FiNANCIAL INSTRUMENTS Linde therefore ex-
pects that the apphcation of iFrs 13 will not have a signif-
icant impact on the consolidated financial statements of
The Linde Group

1AS 19
The main changes in 145 19 {revised 201) relate to the
abolition of recognition and measurement options in re-
spect of defined benefit pension plans The changes here
which are relevant to The Linde Group are the abolition
of the expected return on plan assets and the introduc
tion of a rate of return for the plan assets which is the
same as the discount rate applied to the corresponding
defined benefit abligation This will lead to a net meas-
urement of the net obligation or net asset and to a net
interest expense in respect of defined benefit plans
Other changes n 1as 19 {revised 2011) which are relevant
to The Linde Group are the recogmtion in profit or loss of
unvested past service cost when 1t anses, as well as the
requirement to make additional disclosures in the Notes
to the Group financial statements

15 19 (revised 2011) will become effective from the
2013 financial year The changes are to be applied retro-
spectively 1as 19 (revised 2011) will lead to a shght de-
crease 1n the interest income on plan assets recognised
tn the financial result

The remaining standards have no sigmficant impact
on the net assets, financial position and results of oper-
ations of The Linde Group
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Revenue recagnition
Revenue comprises sales of praducts and services as well
as lease and rental income, less discounts and rebates

fevenue fiom the sale of goods is recogrised when
the nsks of ownership have been transferred to the cys-
tomer, the consideration can be reltably determined and
it 15 probable that the assaciated recewvables will be col-
lected If the custemer 1s to take delivery of the goads,
the relevant sale will not be recognised until the cystomer
has accepted delivery In the case of long-term service
contracts, revenue 1s recorded on a straight-line basis
over the period of the contract

Revenue from customer-specific construction con-
tracts 1s recognised 1n accordance with 1as 18 Revenue
and/or1as 11 Construction Contracts, based on the stage
of completton of the contract {percentage of completton
method, or PoC method) Under this method, revenue s
only recognised when the outcome of a construction con-
tract can be estimated reliably

For revenue and earnings recognition relating to lease
transactions, see the section below on accounting for
feases

Long~term construction contracts
Leng-term constryction contracts are measured using the
PoC method The stage of completion of each contract 1s
determined by the ratio of the costs incurred to the ex-
pected total cost (cost-to-cost method) When the out-
come of a construction contract cannet be estimated re-
liably, revenue s recagnised only to the extent of the
contract costs incurred (zero profit method) !f the cumu-
lative contract output {costs incurred plus profits dis-
closed) exceeds payments on account on an individual
cantract, the construction contract is disclosed under
Trade receivables If there 1s a negative balance after de-
ducting payments on account, the amount is disclosed
under Teade payables Anticipated losses on contracts are
recagnisedin full, based on an assessment of identifiable
nsks

The financial income from long-term construction con-
tracts 1s disclosed 1n Other operating income

Cost of sales

Cost of sales comprises the cost of goods and services
sold and the cost of merchandise sold 1t includes not only
the cost of direct matenals and direct manufactuning ex-
penses, but also overheads including depreciation of
production plants, amortisation of certain intangible as-
sets and inventory write-downs

Research ond development costs
Research costs and development costs which cannot be
capitalised are recognised immediately 1n profit or loss

Financial resuit
The financial result includes interest expenses on habth-
ties, dividends received, interest income on receivables
and gains and losses on finantial Instruments recognised
in profit or loss The interest cost relating to pension pro-
visions and any loss on remeasurement of certain embed-
ded dervatives are a%o included in financial expenses
Interest iIncome and interest expenses are recognised
in profit of loss on the basis of the effective interest rate
method Dividends are recognised in profit or loss when
they have been declared Finance income relating to fi-
nance feases 1s calculated using the effective interest rate
method In addition, the expected return on plan assets
relating to pension provisions and any gain on remeas-
urement of certan embedded denvatves are disclosed
in Financial income

Intangible assets
Intangible assets compnse goodwill, tustomer relation-
ships, brand names, that portion of development costs
which may be recognised as an asset, patents, software,
licences and similar rights

Purchased andinternally generated tntangible assets
are stated at acquisition cost or manufactunng cost less
accumulated amortisation and any impairment losses An
internally generated intangible assetis recognised if it
can be identifred as an asset, f it 1s probable that the
future economic benefits that are attributable to the asset
will flow to Linde, and If the cost of the asset can be
measured rehiably Amortisation of intangible assets 1s
recognised under the heading in the statement of profit
or toss which corresponds 1o 1ts functional features Itis
important to determine whether the intangible assets
have finite or indefimite useful hves Goodwill, intangible
assets with indefinite useful hves and intangible assets
not yet ready for use are not amortised, but are subject
instead to an iImpairment test cnce a year, of more often
if there 1s any indication that an asset may be impaired

The imparrment test in accordance with 1a5 36 Impaur-
ment of Assets compares the carrying amount of the
cash-generating unit or of the asset to be tested with the
recoverable amount The tecoverable amount 1s the
tigher of an asset’s fai value less costs to sell and its
value in use

According to 1as 36 Impairment of Assets, goodwill is
allocated to the cash-generating unit (cu), the lowest
level at which goodwill 1s monitored for internal manage-
ment purposes, and tested for impawrment at least once
a year at this level In the Gases Division, this s the level
of the Regional Business Units (RBUs), which are the
equivalent of the operating segments before their aggre-
gation into reportable segments Outside the Gases Divi-
sion, goodwill s tested for impairment at the level of the
reportable segments The impairment test invelves -




[ —

L4

GENERAL PRINCIPLES

LINDE FINANCIAL REPORT 2012

trally comparing the value in use of the cash-generating
unit with its carcying amount 1f the carrying amount of
the cash-generating unit exceeds the value in use, a test
15 performed to determine whether the fair value of the
assel less costs to sell 1s higher than the carrying amount
Any impairment losses relating to an intangible asset with
an indefinite useful hife are recognised 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 de-
rived frdt corporate financial budgets approved by man-
agement which cover a detailed planning period of five
years The calculation of the terminal value 1s based on
the future net cash flows from the fatest available de-
tailed planning penod The post-tax interest rates used
to discount the cash flows take into account industry-spe-
afic and country-specific nsks relating te the particular
cash-generating unit When the terminal value 1 calcu-
lated, dechning growth rates are used, which are lower
than the growth rates calculated in the detailed pianning
pernod and which serve mainly to compensate for a gen-
eral inflation rate

Intangible assets with fimite useful ives are amortised
over the estimated useful ife of the assets and the am-
ortisation expense s disclosed under the heading in the
statement of profit or 10ss which corresponds to the func-
tional features of the underlying asset Customer relation-
ships are stated at acquisition cost and amertised on a
stratght-line basis over their estimated useful life of be-
tween five and 40 years The estimated useful hfe of cus-
tomer relationships purchased 1s calculated on the basis
of the term of the contractual relationship underlying the
customer relationship, or on the basis of expected cus-
tomer behaviour If there are any indications of impan-
ment in the intangible assets, an impairment test is pef-
formed

If the reason for animpairment [oss recognised in prior
years no longer exists, the carrying amount of the intan-
gible asset 15 increased to a maximum figure of the car-
rying amount that would have been determined had no
impairment loss been recognised This does not apply to
goodwill

Costs wncurred 1n connection with the purchase for
consideration and in-house development of software
used internally, including the costs of bringing this soft-
ware to an operational state, are capitalised and amor-
used on a straight-hine basis over an esttmated useful hfe
of three to eight years

Tangible assets
Tangible assets are reported at acquisition cost or manu-
factunng cost less accumulated depreciation based on
the estimated useful hife of the asset and any impairment
losses The manufacturing cost of internally-generated
plants comprises all costs which are directly attributable
to the manufacturing process and an appropriate portion
of production overheads The latter include produc-
tion-related depreciation, a proportion of administrative
expensesand a proportion of socal costs The acquisition
cost or manufacturing cost 1s reduced by government
grants for qualifying tanqible assets, where the purchase
or manuiacture takes more than one year, the borrowing
costs during the construction penod are also capitalised
Recognition at manufactunng cost 1s based on the as-
sumption of normal output Tangible assets are depreci-
ated using the straight-hne method and the depreciation
expense s disciosed 1n the statement of prefit or toss
under the heading whtch corresponds to the functional
features of the underlying asset If a tangible asset com-
prises several components with different useful lives, the
deprecialion s calculated separately for the various com-
ponents Existing legal or de facto site restoration abli-
gations 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 useful lives apply to the different types
of tangible assets

E 47 USEFUL LIVES FOR TANGIBLE ASSETS

Buildings 10 - 40 years
Technical equipment 6- 15 years
Fixtures, furniture and equipment 3 - 20 years

If significant events or market developments include an
impairment in the value of the tangible asset, Linde re-
views the recoverability of the carrying amount of the
asset by testing for impairment The carrying amount of
the asset 1s compared with the recoverable amount,
which 1s defined as the higher of the asset’s fair value
less costs to sell and its value 1n use To determine the
recoverable amount on the basis of value in use, esti-
mated future cash flows are discounted at a rate which
reflects the risk speafic to the asset If the net book value
exceeds lhe recoverable amount, an impairment loss 15
recogrmsed When estimating future cash flows, current
and expected future inflows as well as segment-specific,
technological, economic and general developments are
taken intopaccount If an impairment test1s carried out on
tangible assets at the level of 3 cash-generating unit
whrch also includes a portion of allocated goodwill, and
animpairment loss Is recognised, then impairment losses
will be recogrused first in respect of the goodwill and then
n respect of the other assets based on thew relative car-
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rying amounts, taking into account the fair value of the
assets \f the reason for animpairment loss recognised in
prior years no longer exists, the carrying amount of the
tangible asset 15 increased to a maximum figure of the
carrying amount that would have been determined had
no impairment {oss been recognised

For the accounting treatment of assets held under
leases, see the section below on accounting for leases

Associates and joint ventures

Associates and joint ventures are accounted for under the
equity method at cost at the date of acquisition In sub-
sequent periods, the carrying amount 1s adjusted up or
down to reflect Linde’s share of the results of operations
of the investee Any distributions received from the in-
vestee reduce the carrying amount of the investment
the losses of an associate or joint venture attributable to
The Linde Group equal or exceed the value of the interest
held in thrs associate or joint venture, no further losses
are recognised unless the Group incurs an obhgation or
makes payments on behalf of the associate of joint ven-
ture If there are any indications of impairment 1n the
investments in associates or joint ventures, the carrying
amount of the relevant investment s subject to animpair-
ment test If the reason for an impairment loss recognised
in prior years no longer exists, the carrying amount of the
investment is increased to a maximum figure of the share
of net assets in the associate or joint venture

inventories

inventornies are ieported at the tower of acqmsition or
manufacturing cost and netreahisable value Net realisa-
ble value is the estimated selling price less the estimated
costs of completion and the estimated costs necessary to
make the sale Manufacturing cost includes both direct
costs and approgpriate indvect matenal and production
costs, as well as production-related depreciation charges
Admimstrative expenses and soc1al costs are (ncluded if
they can be allocated to production In addition, for in-
ventortes where the purchase or manufacture takes more
than one year, the borrowing costs are capitalised Rec
ogmition at manufacturing cost 15 based on the assump-
ton of normal output Inventories are generally measured
on an average basis or using the FIFo (first in, first out)
method

Financial instruments
Financial assets and hiabiliies are only recogmised i the
Group balance sheet when Linde becomes bound by the
contractual provisions of the financial instrument

In the normal course of events, purchases and sales
of financial assets and lhiabiities are accounted for on
settlement day This does not apply to derivatives, which
are accounted for on the trading day

According to 1as 39 Finanaal Instruments Recognition
and Measurement, financal 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-maturity financial investments, or loans
and recevables No financal instruments were reclasst-
fied In the 2012 financial year The Linde Group does not
avall wself of the fair value option, whereby financial
assets or financral labilities are classified as at farr value
thraugh profit or loss when they are first recognised

Available-for-sale financial assets inctude equity in-
struments and debt instruments If equity instruments are
not held for trading or measured at fair value through
profit or loss, they are classified as available-for-sale fi-
nancial assets Debtnstsuments are included in this cat-
egory if they are held for an unspecified penod and can
be sold depending on the market situation

Finanaial instruments are initially recognised at fair
value Transaction expenses which are directly attnibut-
able to the acquisition or issue of financial instruments
are only included in the determination of the carrying
amount if the financial instruments are not recognised at
fair value through profit or loss

The subsequent measyrement of available-for-sale
financial assets 1s based on the separate recognition in
equity as other comprehensive tncome of unreahised
gamns and losses, inclusive of deferred tax, until they are
reahsed Equity instruments for which no price s quoted
in an active market and for whech the fair value cannot
be rehably determitned are reported at cost If the fair
value of available-for-sale financial assets falls below
cost and if there is objective evidence that the asset 1s
impaired, the cumulative lass recognised directly in eq-
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ulty 1s transferred to profit of loss Impairment reversals
are recognised n equity for equity instruments and in
profit or loss for debt instruments

Loans and receivables and held-to-maturity financial
investments are measured at amortised cost using the
effective interest rate method Where there Is objective
evidence that the asset ts impaired, they are recognised
at the present value of expected future cash flows if this
1s lower than amortised cost The present value of ex-
pected future cash flows 1s calculated using the original
effective interest rate of the financial asset

The Linde Group conducts regularimpairment reviews
of the following categories of financial assets ioans and
receivables, available-for-sale financial assets and
held-to-matunty financial investments The following
criena are applied

[a] srgnificant financial difficulty of the issuer or obhigor,

[blbreach of contract, such as a default or delinquency
i payments of interest or principal,

[c] the lender, for econemic or legal reasons relating to
the borrower’s financial difficulty, granting to the bor-
rower a concession that would not otherwise be con-
sidered,

[d]1t becoming probable that the borrower will enter
bankruptcy or other financial reorgarusation,

[e]the disappearance of an active market for that asset
because of financial difficulties,

[f] a recommendation based on observable data from the
capital market,

[g]nformation about significant changes with an adverse
effect that have taken place in the technological, eco-
nomic or legal environment of a contracting party,

[h]a stgmificant or prolonged dechne in the fair value of
the financial instrument

A financial assetis ehminated if Linde loses its contractual
entitlement to cash flows from such an asset ar if it trans-
fers virtually all the risks and opportunities associated
with that financial asset In the 2012 financial year, no
financial assets that would qualify for elimination were
transferred by Linde

Under 1a5 39 Financial Instruments Recognition and
Measurement, all dervative financial instruments are
reported at fair value, irrespective of their purpose or the
reason for which they were acquired

In the case of a fair value hedge, derivatives are used
to hedge the exposure to changes in the fair value of
assets or habilities The gain or loss from the change n
fair value of the derjvative 1s recognised immediately in
profit or loss At the same time, the carrying amount of
the hedged item is adjusted for the corresponding gain
or loss with respect to the hedged risk, which 15 also rec-
ognised immediately mn profit or 10ss

In the case of a cash flow hedge, derivatives are used
to hedge the exposure to vanability in cash flows asso-
aated with an asset or hability which has been recog-
nised or with forecast transactions The hedge-effective

portion of the gains or losses arising from the remeasure-
ment at fair value of these denvative financial instry-
ments 1s imtially disclosed as other comprehensive in-
come In "Cumutative changes 1n equity not recognised
through the statement of profit or loss” A transferis made
o the statement of profit or foss when the hedged un-
derlying transaction is reahised The hedge-ineffective
portion of the changes in fair value 15 recognised imme-
diately in profit or loss

In the case of hedges of a net investment in a foreign
operation, hedging instruments are used to hedge the
expaosure to translation risks anstng from investments in
a foreign functional curiency Gains and losses ansing
from these hedqging instruments are accounted for in eq-
uity as other comprehensive incame as part of “Cumula-
tive changes 1n equity not recognised through the state-
ment of profit or loss” until the company 1s disposed of or
sold

If the requirements for hedge acceunting are not met,
the gain or loss on the remeasurement of dernvative fi-
nancial nstruments at faw value is recognised in profit or
loss

In accordance with 1as 39 Financial Instruments Rec-
ogrition and Measurement, embedded denvatives, | e
denvatives which are included in host contracts, are sep-
arated from the host contract and accounted for as deriv-
ative financial instruments, If certain requirements are
met

For more information about risk management and the
impact onthe balance sheet of derntvative financial instru-
ments, o NOTE [29)

Recewvables and habilities from finance leases, trade
recervables and trade payables, financial debt, as well as
other receivables, other assets and other labilities, are
reported at amortised cost as loeng as they are not derfiv-
ative financial instruments Differences between historic
cost and the repayment amount are accounted for using
the effective interest rate method Appropnate impair-
ment losses are recognised if specific risks are identified
The carrying amount of the financial debt which com-
prises the hedged em in a farr value hedge I1s adjusted
for the corresponding gain or lass with respect to the
hedged risk

Finanaial instruments which contain both an equity
portion and a hability portion are classified in accordance
witlt (as 32 Financial Instrements Presentation The finan-
cial instruments issued by The Linde Group are classified
entirely as financial habilities and reported at amortised
cost Nopart thereof 15 classified separately as an equity
instrument
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Deferred taxes
Deferred tax assets and liabilities are accounted for 1n
accordance with 14512 Income Taxes under the habihity
method in respect of all temporary differences between
the carrying amounts of the assets and habihties under
iFrs and the corresponding tax base used in the compu-
tation of taxable profit, and in respect of all consohdation
adjustments affecting net income and unused tax loss
carryforwards

Deferred tax assets are only recognised for unused tax
losses to the extent that tis probable that taxable profits
will be available in future years against which the tax
losses can be utiised Deferred taxes are calculated at
the tax rates that apply to the period when the asset s
realised or the liability 1s settled, ustng tax rates set out
in faws 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 i accordance with the provisions of 145 12
Income Taxes They are not offset against the relevant
capital expenditure

Provisions for pensions and similar
obligatians
The actuanal valuation of penston provisions 1s based on
the projected unit credit method set out in 1AS 19 Em-
ployee Benefits for defined benefit obhgations This
method takes into account not enly vested future benefits
and known pensions at the balance sheet date, but also
expected future increases in salaries and pensions The
calculatron of the provisions 15 determined using actuarial
reports based on biometric assumptions An option 1s
avallable under IFgs In respect of the recognition of actu-
anal gains and losses, the cumulative effect of an asset
ceiling and the effects of an increase in the pension ob-
ligation in accordance with (FRIC14 The Limit on a Defined
Benefit Asset, Mimmum Funding Requirements and their
Interaction This option has been exercised by Linde, re-
sulting 1n the immediate offset of actuanal gamns and
losses, the cumulative effect of an asset ceiling and the
effects of an increase in the penston obligation 1n accord-
ance with IFRIC 14 against revenue reserves

The pension obligations have been disclosed net of
plan assets at their far values

The expense ansing from additions to the pension
provisions is allocated to functional costs The interest
cost of the pension obligations and the expected return
on plan assets are disclosed in the financial result

Other pravisions
In accordance with 1as 37 Provisions, Contingent Liabili-
ties and Contingent Assets, other provisions are recog-
msed when a present obligation to a third party exists as
aresuit of a past event, 1t 1s probable that an outflow of
resources will be required to settle the obligation and a
reltable estimate can be made of the amount of the obhi-
gation

Provisians are recognised for all identifiable nsks and
liabilities of uncertain timing of amount The amounts
provided are the best estimate of the probable expendi-
ture required to settle the obligation and are not offset
against recourse claims The estimate of the obligation
Includes any cost increases which need to be taken into
account at the balance sheetdate Prowisions which relate
to periogds of more than twelve months are discounted

Provisions for warranty claims are recogmised taking
current or estimated future claims expernence into ac-
count

Site restoration obligations are capitalised when they
arse, at the discounted value of the obligation, and a
provision for the same amount1s established at the same
time The depreciation charged on the asset and the un-
winding of interest applied to the provision are both al-
located as an expense to the periods of use of the asset

Provisions for restructunng are recognised if a formal,
detailed restructuring plan has been drawn up and com-
municated to the relevant parties

Cost of sales also includes additions 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 Provisions for
onerous contracts are made in full in the reporting penod
in which the estimated cost of the particular contract ex-
ceeds the expected revenue

To cover tnsurance risks, manly through general and
business insurance, insurance contracts are entered into
with aninsurer outside the Group The costs anising from
these insurance contracts are recognised in functional
costs

In previous years, companies in The Linde Group acted
as reinsurers in respect of some of the above-mentioneg
insurance contracts The provisions of this type which stil!
exist fall within the scope of IFrs 4 Insurance Contracts
Insurance risks are recognised tn the Group financial
statements 1n the form of a provision for unsettled claims
The provision for payment obligations compnises nsur-
ance claims which have ansen by the balance sheet date
but which have not yet been settled Provisions for claims
which have been notified by the balance sheet date are
based on estimates of the future costs of the claims in-
cluding loss adjustment expenses These are set up on
the basis of individual obligations Provisions for claims
incurred but not reported (18NR) at the balance sheet date
are set up to take account of the estimated cost of claims
Due to the fact that no information 15 avarlable about the
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extent of these claims, estimates are made based on in-
dustry experience The provision 1s calculated using ac-
tuanal and statistical models

Accounting for leases
Lease agreements are classified as finance leases in ac-
cordance with 1as 17 Leases If they transfer substantially
all the nsks and rewards incidental to ownership of the
leased asset to the lessee All other leases are operating
leases Linde Group companies enter into lease agree-
ments both as lessor and as lessee

When Linde enters into an agreement as the fessor of
assets held under a finance lease, the future minimum
lease payments due from the custemer, equivalent to the
net investment in the lease, are disclosed under Recerv-
ables from finance leases Finance income s spread over
the reporting periods using the effective interest rate
method

when Linde 15 the lessee under a2 finance fease 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 habilities to the
lessor are recognised in the balance sheet as Liabthties
from finance leases When the present value 1s calculated,
the interest rate underlying the lease agreement 15 used
or, if thats not avalable, the tncremental berrowing rate
Depreciation charged on this tangible asset and the re-
duction of the lease hability are recorded over the lease
term If the useful hife of the asset is sherter than the lease
term, this should be used to determine the depreciation
pernod instead Whereas the leased property 1s deprec-
ated on a straight-line basis over the lease term, the re-
lated lease hiability 1s amortised using the effective inter-
est rate method Over the course of the lease term, this
results 1n a difference between the lease obhigation and
the carrying amount of the ieased property

Rental and lease payments made by Linde under op-
erating leases are recagnised in functional costs in the
statement of profit or loss on a straight-line basis over the
lease term

Accarding to (FRIC 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 In particulas, in the
Gases Division, certain gas supply contracts are classified
as embedded finance leases The contracts relating to
these plants are disclosed in Receivables from finance
leases at the netinvestment in the lease 1 e the present
value of tuture minimum lease payments When the plant
1s completed and brought on stream, a one-off amount 1s
shown in revenue which is equivalent to the net invest-
ment in the iease

In the case of operating leases or embedded operating
leases, If the economic ownership of the leased asset is
not transferred to the customer as lessee, but remains

with Linde as lessor, the lease income from the operating
lease 15 recognised 1n revenue on a straight-hne basis
over the lease term

Non-current assets held for sale and
disposal groups and Discontinued operations
Non-current assets and disposal groups are classified
separately in the balance sheet as held for sale, iIf they
are available for sale in their present condition and the
sale 1s highly probable Assets that are classified as held
for sate are measured at the lower of their carrying
amount and ther fair value less costs to sell Liabilivies
classified as directly related to non-current assets held
for sale are disclosed separately as held for sale in the
liabilities section 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
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Discretionary decisions and estimates

The preparation of the Group financia! statements in ac
cordance with IFrs requires discretionary decisions and
estimates for some 1tems, which might have an effect on
thew recogmtion and measurement in the statement of
frnancial position and statement of profit or less The ac-
tral amounts reahsed may differ from these estimates
Estimates are required n particular for

— the assessment of the need to recognise and the
measurement of impairment losses relating to intan-
gible assets, tangible assets and inventories _ wores
[14], [15] AND [17],

— the recogmtion and measurement of pension obliga-
tions — nore 23],

— the recognition and measurement of Other provisions
—1 NOTE f24],

— the assessment of the stage of completion of long-

term construction contracts i NOTES [18] AND {27],

the assessment of iease transactions,

the assessment of assets acquired and liabilities as-

sumed on the formaticn of business combinations

—I NOTE 3]

J

J

Any change in the key factors which are applied in 1m-
pairment reviews of goodwill, other intangible assets,
tangible assets or inventones may possibly result in
higher or lower impairment losses or no impairment
losses at all being recognised See _ nore {14) for sensi-
tvity information

The obligation arising from defined benefit penston
commitments is determined on the basis of actuanal as-
sumptions An increase or decrease in the discount rate
of 1 percent would lead to a reduction or increase in pen-
ston obhigations of EUR 1188 bn or EUR 776 M respectively
An increase or decrease n the inflation assumption of
1 percent would fead to an increase or reduction in pen-
sion obligations of EUR 528 M Of EUR 946 m respectively
This change 1n assumptions would have no effect on earn-
ings, as actuarial gains andlosses are recognised directly
1in equity, offset against revenue reserves During the
reporting period, the method for determining the dis-
count rate far deftned benefit obligations was refined
This did not lead to any sigruficant changes in the meas-
urement of defined benefit obligations

The recognition and measurement of Other provisions
are based on the assessment of the probability of an out-
flow of resources, and on past experience and circum-
stances known at the balance sheet date The actual
outflow of resources may therefore differ from the figure
included 1n Other provisions

The assessment of the stage of completion of long-
term construction contracts 15 based on the percentage
of completion method, subject to certain conditions being
met The stage of completion of the contract ts deter-
mined 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 nto account in particular contract costs incurred by
subcontractors External experts are sometimes used to
assist with the calculation of these costs

Discretionary decistons are required to be made, for
example, in assessing whether all the nisks and rewards
inctdental to the ownership of an assethave in fact been
transferred to the lessee Toestablish whether 2an embed-
ded finance lease exists in respect of Linde’s on-site
plants, assumpttons need to be made about the allocation
of the consideration recewved from the customer If the
measurement was made on a different basis, this could
lead to a different classification of the plants

Business combinations require estimates to be made
when determining fair values for assets, habilities and
contingent habilibes acquired, as well as for contingent
components of the purchase price The nature of the es-
timates depends on the measurement methods applied
when discounted cash flow methods are used, pnimarnily
to measure intangible assets (but which are also used to
calculate contingent consideration), discretionary aspects
include the length and breadth of the cash flow and the
determination of an appropriate discount rate I cost-
based methods are used, the main discretionary element
1s the assessment of the comparability of the reference
objects with the objects to be measured When making
discrenionaiy deusions about purchase price atlocations
in the case of significant business combinations, Linde
takes advice from expertsin the field, who assist in ar-
riving at the decisions and provide reports backing their
opinions




1ou

NOTES TO THE GROUP STATEMENT

GENERAL PRINCIPLES <1135
NOTES TO THE 130
GROUP STATEMENT
OF PROFIT OR L0S$
NOTES TO THE >134
GROUP STATEMENT OF
FINANCIAL POSITION

OF PROFIT OR LOSS

LINDE FINANCIAL REPORT 2012

NOTES TO THE
GROUP STATEMENT
OF PROFIT OR LOSS

[8] Revenue

Revenue 1s analysed by activity in the segment inferma-
tion in the Group financial statements
Revenue 15 derived from the following activities

E48 REVENUE

in € mithon 2012 2011
Revenue from the sale

of goods and services __ 13,552 11,920
Revenue from {ong-term

construction contracts 1728 1,867
GROUP 15,280 13,787

[9] Other operating income
and expenses

E49 OTHER OPERATING INCOME

in € million 2012 2011
Exchange gains 34 14
profit on disposal of non-current

assets _ 39 52
Income ansing from changes to

pension schemes 17 22
Ancillary revenue _ 16 33
Income from release of provisions 21 25
Financial income from long-term

construction contracts o3 11
income from freestand:ng foreign

currency hedges 10 14
Miscellaneous operating income 138 84
GROUP 288 285

The heading “Income arising from changes to pension
schemes” compnses income from plan settlements in the
Americas segment of EUR 14 m and income from plan cur-

tailments in the eMeA segment of EUR 3 M See _, NOTE {23]
for further information about the Group’s pension
schemes

The profit on disposal of non-current assets pnmarily
relates to profits on dispesal of land and bwildings

Miscellaneous operating income includes indemnity
payments from customers whtch fell due 3s a result of
the early termination of supply contracts and insurance
recoveres

E50 OTHER OPERATING EXPENSES

tn € mithen nz 201
Exchange losses 4 49
Expenses from freestanding foreign

currency hedges 7 8
toss ondisposal of non-current

assets 4 ]
Expenses related to pre-retirement

part-time work schemes 3 2
Miscellaneous operating expenses 89 115
GROUP 155 180

Miscellaneous operating expenses in 2611 included an
expense of EUR 35 m 1n compensation for the economic
advantage which, according to the Munich public prose-
cutor’s findings, had arisen for the Engineering Division
of the Group as a result of possible legal breaches com-
mitted by external business partners

[t0] Other information on the
Group statement of profit or loss

Durning the 2012 financial year, personnel costs of
EUR 3 096 bn {2011 EUR 2 653 bn) were recognised n func
tional costs The increase in the amount 15 due mainly to
the rise in the average number of employees in the course
of the financial year The figures for amortisation and de-
preciation are given in the segment information




131

LINDE FINANCIAL REPORT 2012

[11] Financial income and expenses

E 51 FINANCIAL INCOME

{12] Taxes on Income

Taxes on ncome 1n The Linde Group can be analysed as
follows

in € million 202 2011
Expected return on plan assets
1 NOTE [23] 240 254 E53 INCOME TAX EXPENSE
Finance income from embedded 1€ mithon 2012 2011
finance leases i accordance with
IFRIC 4/1AS 17 21 24| Current tax expense {+)

and income {-) 522 382
tncome from a cedemption penalty - 30 i B

—— | —_— Tax expense (+) and income (-)
Income from reversal of imparment relating to prior periods -59 -27
on financial assets - 2
— Deferred tax expense (+)

Income from investments 40 1 and deferred tax income {-) -100 20
Other intesest and similar income 53 48 GROUP 363 375
GROUP 354 359

Income from investments 1n 2012 includes dividend pay-
ments from a company in which an investment is held of
EUR 40 M

The income of EUR 30 M 10 2011 ansing from a redemp-
tion penalty was m respect of the early repayment of a
loan granted inrelation to the disposal of eoc Edwards In
the 2007 financial year

E52 FINANCIAL EXPENSES

in € million 2012 2011
interest cost of pension abhigations

— NOTE 23] _ __ 254 253
Impairment of linanciat assets . _ 6 6
Other interest and similar charges 389 391
GROUP 659 650

In interest iIncome and interest expenses, gains and losses
from fair value hedge accounting are offset against each
other, in order to give a fair presentation of the economic
effect of the underlying hedging relationship Interest
mecome and interest expenses relating to derivatives are
also disciosed net

Included under the “Tax expense and income relating to
prior periods” heading 1n the 2012 financial year are
current tax income of EUR 70 m (2011 EUR 7 m) and a de-
ferred tax expense of EUR 11 m (2011 deferred tax income
of eur 20 m) Of the total amount of deferred tax income,
EUR 68 m (2011 EUR 22 m) relates to the change in tempo-
rary differences

The income tax expense disclosed for the 2012 finan-
cial year of EUR 363 m 15 EUR 99 m lower than the expected
income tax expense of Eur 462 m, a theoretical fiqure
arnived at by applying the German tax rate of 27 4 percent
{2011 27 4 percent) to Group earmings before taxes on
income Tax effects recogmsed directly in equity are
shown in detail in — ~vore [22]

The difference between the expected income tax ex-
pense and the figure disclgsed 1s explained below

E54 EXPECTED AND DISCLOSED TAX EXPENSE

in € mition 2012 2071
Earmings before taxes on income 1,687 1,619
Income tax rate of Linde AG

{including trade tax} e %) 27 4 274
EXPECTED INCOME TAX EXPENSE 462 A43
Foreign tax rate differential _ -3 -33
Eifect of associates L -22 -18
Reduction in {ax due to

tax-free mcome -57 -52
tncrease i tax due to

non-tax-deductible expenses 43 40
Tax expense and income relating to

priof periods -59 =27
Effect of changesn tax rate -33 ~38
Change i other permanent

differences 37 40
Other 22 20
INCOME TAX EXPENSE DISCLOSED 363 375
Effective tax rate (in %) 215 232

* the allacation of the prlor-year figures has been adjusted
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In the 2012 financial year, the corporate income tax rate
In Germany was 15 o percent {zo11 15 o percent) Taking
into account an average rate for trade earnings tax of
n 6 percent (201t 11 6 percent) and the sohidarity sur-
charge {0 8 percent in both 2012 and 2011), this gives a tax
rate for German compames of 27 4 percent {2011 27 4 per-
cent) The rate used to calculate deterred tax for German
companies was 27 4 percent (2011 27 4 percent)

Income tax rates for companies outside Germany vary
between 12 s percent and 40 o percent

E 55 DEFERRED TAX ASSETS AND LIABILITIES

Temporary differences relating to investments in subsid-
1anes of EUR 129 m (2011 116 m) have not led t0 the rec-
ognition of deferred tax, either because the differences
are not expected to reverse in the near future as a result
of theirrealisation (due to distnbutions or the dispasal of
the company) or the profits are not subject to taxation
In the reporting penod, other changes consists of an
expense ansing from a change in the valuation allowance

of Eur 22 m (2011 EUR 9 m)

2012 2011
Deferred Delerred
Deferred tax Deferred tax
in € miiion rox assets labihitres tax assets fiabitities
intangtble assets 9 __975 8 888
Tangible assets 2191 982 175 8N
Financial assets B0 158 77 150
Current assets 481} 590 505 440
Provisians o3 253 210 219
Liabilities .1 LEE 684 838
Tax loss carryforwards and tax credits e - 43 -
Amounts offset -1435) -1,435 ~-1,334 -1,334
469 2,186 368 2,012
The tax credits in the 2012 financial year relate mainly to 56 TAX LOSS CARRYFORWARDS
investment incentives, as in the prior year — 2012 2011
Deferred tax assets of EurR 219 m (2011 132 m) were May be carned forward

disclosed in equity not affecting profit or loss Of this  for up to 10 years 46 45

amount, EUR 201 m (2011 121 m) related to provisions and  May be carned forward -
EUR 18 m (2011 EUR 11 m) related to current assets for fonger than 10 years L
The carrying amount of deferred tax assets Isreduced ~ May be camed forward indefinitely 286 199
to the extent that i1t 1s no longer probable that the de- 345 244

ferred tax asset will be realised The carrying amount of
deferred tax assets which relate to potential reductions
in the tax base of Eyr 423 m (2011 EUR 202 m) was there-
fore reduced by EUrR 73 m (2011 EUR 54 m), as 115 not
prabable that the underlying tax loss carryforwards and
tax credits of Eur 400 m (2011 EUR 192 M) and deductible
temporary differences of EUR 23 m (2011 EUR 10 m) will be
utilised Of the revised figure for total potenual reduc-
tions in the tax base of EUR 400 m (2011 EUR 192 M) which
relate to adjusted tax loss carryforwards and tax credits,
EUR 69 m (2011 £uR 33 m) may be carned forward for up
to ten years and EUr 331 m (2011 EUR 159 M) may be car-
ried forward for longer than ten years

The increase in tax loss carryforwards s mainly due to
additionsin Brazil and in the United States There are aiso
tax loss carryforwards relating to us state tax of Eur 230 m
(2011 eur23 m) The main reason for the increase in this

figure 15 the Lincare acquisition

Distributions to Linde AG shareholders do not have any
impact on taxes on income at the level of Linde a6
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[13] Earnings per share

E57 EARNINGS PER SHARE

in € millton 2012 2011
Profit for the year attributable

to Linde AG shareholders 1,250 1,174
Shares in thousonds

weighted average number

of shares outstanding 177,853 170,649
Ditution 3s a result

of share optron schemes 1,394 1,599
Weighted average number

of shares outstanding - diluted _ 179,247 172,248
EARNINGS PER SHARE in € -

UNDILUTED 703 6 88
EARNINGS PER SHARE /a € -

DILUTED 697 6 B2

included in the figure for diluted earnings per share ts the
1ssve of shares relating to the employee share option
schemes, to the extent that these have not already been
exercased Options exercised are also included in the cal-
culation of the weighted average number of shares out-
standing (fuily diluted), on a weighted basis until the date
they are exercised

See _, nore [40] for the calculation of the adjusted
earmings per share

Further information about the option schemes 1s given
IN i NOTE [28]
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[14] Goodwill /

Other intangible assets

Movements In the intangible assets of The Linde Group
during the 2012 financial year and n the previous year

were 3as follows

E58 MOVEMENT SCHEDULE INTANGIBLE ASSETS - ACQUISITION COST

Other

Customer mntangible
in € milfron Goodwilt relationships 8rands assets fotaf
AT 1 JAN 2011 7,806 3,317 437 9218 12,479
Currency adjustments 43 10 -1 2 54
Additions due to acquisiions 26 9 - - 35
Additions - - - 67 67
Disposals - - - 10 10
Transfers - - - 2 2
Reclassification as assets held for sale - - - - -
AT 31 DEC 2011 /1 JAN 2012 7,875 3,336 436 980 12,627
Currency adjustments -118 3 -2 -3 -120
Additions due to acquisitigns 2,871 249 95 151 3,366
Additions - - - 102 102
OI5posals - - - 2 2
Transfers -1 1 - 12 12
Reclassification as assets held for sale - - - -1 -1
AT 31 DEC 2012 10,627 3,589 529 1,239 15,984
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E59 MOVEMENT SCHEDULE INTANGIBLE ASSETS - ACCUMULATED AMORTISATION

other
Customer tntangible
in € million Goodwill refatronships Brands assets Total
AT 1]JAN 2011 7 579 63 §25 1,174
Currency adyjustments - 1 4 3 18
Additions due to acquisitiens - - - - -
Amorlisation - 142 44 87 273
Impairments - - - 3 3
Reversal of imparrments - - - - -
Disposals - - - 10 10
Transters - - - 1 1
Reclassification as assets held for sale - - - - -
AT 31 PEC 2011/1 JAN 2012 7 732 1 609 1,459
Currency adjustments - -3 -1 - -4
Additions due to acquisitiens - - - - -
Amortisation - 191 39 97 327
impalrments - 1 - 14 15
Reversal of impairments - - - - -
Disposals - - - 9 9
Transters - - - -3 -3
Reclasstfication as assets held for sale - - - -1 -1
AT 31 DEC 2012 7 921 149 707 1,784
NET BOCK VALUE AT 31 DEC 2012 10,620 2,668 380 532 14,200
NET B0OK VALUE AT 31 DEC 2011 7,868 2,604 325 n 11,168

In the statement of financial position at 31 December 2012,
the total figure for goodwill 15 EUR 10 620 bn (201
EUR 7868 bny Of this amount, eur 4 843 bn elates to the
acquisition of The Boc Group in the 2006 finanaal year,
EUR 3 064 bn relates to other acquisitions in previous fi-
nancial years and EUR 2 713 bn relates te acquisitions In
the 2012 financial year The acquisitions i the 2012 finan-
cial year include goodwill of Eur 2 448 bn for the purchase
of us hamecare provider Lincare and EUr 248 m for the
acquisition of Air Products’ Continental European home-
care business The goodwill ansing from the acquisition
of the AGA Group 10 1999 was EUR 2 167 bn at the balance
sheet date

The total net book value of trademarks acquired in the
course of acquisitions was EUR 380 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 These brand names are amortised on a
straight-hne basts over a pentod of twelve years At31 De-
cember 2012, thetr net book value was eur 287 m (2011
EUR 325 m) The brand names acquired in the course of the
Lincare acquisition have indefimite useful lives The net
book value of these brand names at 31 becember 2012
Was EUR 93 M

Duning the financial year, impairment losses of
EUR 14 M {2011 EUR 3 M) were recognised 1n respect of

Other intangible assets These impairment fosses relate
principally to purchase rights relating to products in the
solar industry
most of the amortisation expense of EUr 327 m for intan-
atble assets with finite useful lives 1s disclosed as part of
funcuional costs in marketing and selling expenses

Additions to Other mtangible assets durtng the finan-
cial year include development costs of EurR 10 m (zo11
EUR 10 m) related to internally generated software solu-
tions for the Group’s own use in the sap environment
Furthermore there were more of eur 7 m which were the
development costs for internally generated sales-related
software applications At the balance sheet date, the as-
sets concerned were still mdevelopment and have there-
fore not yet been amortised

An impairment test of goodwill was carried out at
30 September 2012 No impairment losses were recog-
nised as a result
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The recoverable amount of the goodwill was determined
as its value 1n use To calculate its value in use, a dis-
counted cash flow method was applied The discounted
cash flow method was based on the following assump-
tions

— Adetatled five-year plan was used as the basis for the

calculation of the cash flows The growth rates as-
sumed for the detailed planning period are based on
the latest estrmates from international economic re-
search institutes regarding trends i1n gross domestic
product in the relevant Regional Business Unit and
take nto account current expectations regarding fu-
ture business trends For subsequent periods, an an-
nual growth rate below those determined in the de-
talled planning period was assumed, which was based
on long-term expectations for inflabon and was be-
tween 1 and 2 percent

The corporate planning was complemented by an ex-
amination of alternative scenanos concerning the
potential development of The Linde Group These sce-
narios were also used for the purpose of the impair-
ment test The mam aspects to be taken into account
in the alternative scenarnos are an increase in wacc of
1 percentage point and a decrease in the growth rates
in the perpetual annuity of 1 percentage point respec-
tively Even if these changes in parameters were to be
adopted, there would be no need to recognise impair-
ment losses in respect of goodwill

— Atihe [evel of the South America cash-generating unit
anincrease of 1 5 percentage points In Linde’s wacc
would resultin the value in use equalling the carrying
amount In the remaining ceus, If this increase in wacc
were applied, the value in use would still sigruficantly
exceed the carrying amount

— A de¢rease In Linde's operating profit margin of
3 2 percentage points over alt penods including per-
petuity would result in the value in use equalling the
carrying amount at the level of ceu South America
Assuming the same percentage decline in operating
profitin the remaining cGus in the Gases Division, the
value In use would still sigmficantly exceed the car-
rying amount

A detalled five-year plan was used as the bas:s for the
calculation of the cash flows Revenue fiqures included
in this plan are based on average annual rates of increase
(depending on the ceu) of between 2 7 percent and
18 7 percent The average annual growth rates assumed
for operating profit were between 3 4 percent and
20 4 peicent, except in the Engineering Civision, where
the assumptions made were mare conservative These
growthrates relate mainly to projects in respect of which
contracts have already been agreed and on which a not
inconsiderable amount of work may already have been
done They are therefore subject to only a moderate fore-
casting rsk

The following table provides a summary of the allo-
cated goodwiil and the assumptions used

E60 ASSUMPTIONS FOR THE IMPAIRMENT TEST OF GCGODWILL

Book value of

Post-tox waec
Pre tox wacc based based on
on regien-specific regron-specific

premiums and premums and
discounts at discounts ot
mpoument test impairment test tong-term

allocoted goodwiil date 30 09 2012 date 30 09 2012 growth rate
at3112 2012 mn percent in percent n percenl
EMEA
reu Africa & ux 1,200 78 61 15
reu Continental & Northern Europe 2,977 73 57 10
rRBU Eastern Eusope & Middle East 428 88 78 20
ASIA/PACIFIC
RBU Greater China 219 73 64 20
reu South & East Asia 392 96 77 20
RBU South Pacific 1,342 76 56 10
AMERICAS
reu North Amenca’ 3,373 77 54 10
RBU South America m 124 95 20
ENGINEERING DIVISION 270 140 101 15
OTHER ACTIVITIES 308 838 70 15
TOTAL 10,620

1 The geodwlll arising on the Lincare acquisition is included in Rew North America As at 30 Seplembes 2012 the allocation of the Lincare goodwlll to the cash generating units

had not yet been completed Therefoie the impairment 185t conducted at that date did not include a review of the goodwili arising on the Lincare acquisitien
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[15] Tangible assets

Movements 1n the tangible assets of The Linde Group in

the 2012 financial year were as follows

E 61 MOVEMENT SCHEDULE TANGIBLE ASSETS - ACQUISITION COST

Techaicof

tond, land eguipment Fixtures,

rights gnd ond  furniyre and  Plonts under
n € milon buiidings machinery equipment construction Toto!
AT 1]AN 2011 2,573 17,000 1,271 1,020 21,864
Currency adjustments 30 103 - 9 142
Additions due 1o acquisitions 9 38 1 1 49
Additions 52 380 63 797 1,292
Disposals 39 169 27 2 237
Transfers 56 740 24 -804 16
Reclassification as assets held for sale - - - - -
AT 31 DEC 2011/1 JAN 2012 2,681 18,092 1,332 1,021 23,126
Currency adjustments 39 26 22 -7 140
Additions due to acquisitions 37 499 18 9 563
Additions 32 397 67 1,354 1,850
Disposals 18 246 38 16 318
Transfers 78 695 93 -873 -7
Reclassification as assets held for sale -22 -7 -1 - -30
AT 31 DEC 2012 2,827 19,516 1,493 1,488 25,324
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E62 MOVEMENT SCHEDULE TANGIBLE ASSETS - ACCUMULATED DEPRECIATION

Technical
tend, land equipment Fixtures,
rnghts and and furniture and Plonts under
in € auifion buildings machinery equipment construction Total
AT 1 JAN 2011 1,136 11,017 979 9 13,141
Currency adjustments 17 87 2 7 113
Additions due to acquisibions 3 17 2 - 22
Depreciation 74 847 91 - 1,012
fmpalrments 1 21 - 1 23
Reversal of impairments 3 8 - - 1
Disposals 29 160 27 - 216
Transfers 4 15 -6 -1 12
Reclassification as assets held for sale - - - - -
AT 31 DEC 2011 /1 JAN 2012 1,203 11,836 1,041 16 14,096
Currency adjustments 27 94 15 1 137
Additions due to acquisitions - - - - -
Depreciation 80 992 93 - 1,165
Impairments 1 20 - 10 31
Reversal of impairments - - - - -
Disposals 13 221 39 - 273
Transfers 16 -41 32 -4 3
Reclassificatron as assets held for sale ~15 -7 -1 - -23
AT 31 DEC 2012 1,299 12,673 1,141 23 15136
NET BOOK VALUE AT 31 DEC 2012 1,528 6,843 352 1,465 10,188
NET BOOK VALUE AT 31 DEC 2011 1,478 6,256 291 1,005 9,030

Tangible assets include leased land, land nghts and build-
1ngs, techmcal equipment and machinery, and fixtures,
with a carrying amount totalling EUR 86 m (2011 EUR 45 M)
Due to the form of the underlying finance leases, these
tangible assets are attributable to The Linde Group In 1ts
capacity as the economic owner of the assets Of the to-
tal of EUR 86 M, EUR 33 M (2011 EUR 30 m) refates to land,
land nghts and buildings, Euk 4 m (2011 EUR 8 m) to tech-
nical equipment and machinery and eur 49 m (20m
Eur 7 m) to vehicles The ncrease in leased vehicles s
mainly as a result of the acquisition of Lincare

Alsoncluded in tangible assets s technical equipment
held under embedded operating leases Of the total min-
imum lease payments from such embedded operating
leases, eur 29 m 1s due within one year (2011 EYR 15 M),
EUR 251 m 15 due within one to five years (2011 Eur 57 m)
and gur 1185 bn 1s due 1in more than five years (201
EUR 124 M)

Impawment tests were based on the recoverable amount
of the assets tested, whereby generally the value in use
was applied The discountrates used {wacc) are based on
those used 1n the impairment test for goodwill Impair-
ment losses of EUr 31 m were recognised in respect of tan-
gible assets in 2012 (2011 EUr 23 m), manly due to lower
profit expectations The impairment losses related mamniy
to production plants and were allocated to the following
reportable segments of The Linde Group Eur 28 m (201
EUR 21 M) t0 EMEA, EUR 2 M (2011 EUR 0 m) to Asia/Pacific
and eur1m {2011 EUR 2 m} to the Amencas

There were no reversals of impairment losses in 2012,
whereas In 2011 reversals of impawment losses totalfed
EURTI M

Borrowing costs for construction periods over one year
of EUR 44 M (2011 EUR 31 M) were capitalised, based on an
interestrate of 3 7te s 6 percent (2011 4 5104 9 percent)

The cost of tangible assets was reduced tn the 2012
financial year by government grants for atr separation
plants of tur 6 m {2011 EUR 3 M)

Land, land rights and builldings of Evr 87 m (2011
Eur 89 m) were pledged as secunty
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[16] Investments 1n associates and
joint ventures / Other financia!
assets

Movements in the financial assets of The Linde Group
during the financial year were as follows

E63 MOVEMENT SCHEDULE FINANCIAL ASSETS - ACQUISITION COST

investments in associates
and jount ventures

in € miilion (ot equrty) Qther investments Non-current foans’
AT 1JAN 201 688 101 258
Currency adjustments 45 1 7
Additions due to acquisitions - - -
Additions 97 13 16
Disposals 37 - 51
Transfers -29 -12 1
Reclassification as assets held for sale - - -
AT 31 DEC 2011 /1 JAN 2012 764 103 231
Curiency adjustments -10 - -1
Additians due to acquisitions 1 - -
Additions 109 1 35
Disposals 38 1 60
Transfers -1 -10 -
Reclassification as assets held {of sale - - -
AT 31 DEC 2012 825 93 205
' eur192 m (201 Eur 220 m) of the non current loans relates to loans 1o associates and joint ventures
E64 MOVEMENT SCHEDULE FINANCIAL ASSETS - ACCUMULATED IMPAIRMENTS

investments in associates

and joint ventures

€ mithon {al equhty) Other Investments Non-current foans
AT 1JAN 20N 10 21 -
Currency adjustments - - -
Addittons due to acquisitions - - -
Impairments - 1 1
Disposals - - -
Transfers - -6 -
AT 31 DEC 2011/1 JAN 2012 10 16 1
Currency adjustments - - -
Additions due to acquisitions - - -
impairments - - -
Disposals - 1 -
Transfers -1 - -
AT 31 DEC 2012 9 15 1
NET BOOK VALUE AT 31 DEC 2012 816 78 204
NET BOOK VALUE AT 371 DEC 2011 754 87 230
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EE65 NET BOOK VALUE OF FINANCIAL ASSETS

investments in

assocrotes and Strategic
Jjoint ventures Other Non-current frquidtty
(ot equtty) investments loans reserve Toto!
NET BOOK VALUE AT 31 DEC 2012 816 78 204 - 1,098
NET BOOK VALUE AT 31 DEC 2011 754 87 230 601 1,672
There were unrecognised gains of Eur 1 m at 31 Decem- [17] Inventories
ber 2012 relating to wnvestments in associates and joint
ventures (2011 unrecogrised gains of turR 2 m) Inaddi- E68 INVENTORIES
nhoni)tt;ere wzre cldmarge-free guar:;ntee agreeme(;ns 8t mihon 322012 3112 2000
|at n Int
the balance sheet date in respect of associates and Jo Raw mateals and supphies o1 105
ventures of EUR 16 m (2011 Eur 28 m) These are disclosed - =
work in progress,
as contingent liabilities in _ wore f34] unfinished goods and services 207 238
Associates and joint ventures are listed 1in _ wore 41 Finished goods 474 447
The aggregate amounts of the share of net assets and  parchandise Y 159
results of operations of the associates and joint ventures Payments In advance to suppliers 12 89
were 25 follows GROUP 1,098 1,036

E66 STATEMENT OF FINANCIAL POSITION

Investments it assocrales
and joint ventures
(at equity)

in € million 3112 2012 31122011
Non-current assets 1,328 1,358
Inventories 13 7
Other current assets 142 152
Cash and cash equivalents i 72 61
TOTAL ASSETS 1,555 1,578
Equity excluding non-controlling

interests 601 535
Non-current labilities 91 868
Current llabilities ___1s3 175
TOTAL EQUITY AND LIABILITIES 1,555 1,578

E67 STATEMENT OF PROFIT OR LOSS

investments 17 0550C1Q1es
and joint ventures

(at equity)

i € milhion 2012 2011
Revenue 535 464
Cost of sales 381 n
GROSS PROFIT 154 93
Other operating income

and expenses -40 5
PROFIT FROM OPERATIONS 114 98
Financial result 16 18
PROFIT BEFORE TAX 130 116
tncome tax expense 30 23
PROFIT FOR THE YEAR - 100 93

At 31 December 2012, an aggregate amount of EUR 91 M
was recognised as an inventory allowance (2011

EUR 88 m}
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(18] Receivables from finance
leases, Trade recelvables,
Other receivables and assets
and Income tax receivables

E 69 RECEIVABLES AND OTHER ASSETS

Current Non-current Total
m € mifhon 37122012 31122011 31122012 31122011 31122012 31122011
RECEIVABLES FROM FINANCE LEASES 47 50 244 302 291 352
Recevables from percentage of completion
contracts 222 102 - oL 222 102
Other trade receivables 2,317 1,928 - - 2,377 1,928
TRADE RECEIVABLES 2,599 2,030 - ~ 2,599 2,030
Other tax receivables 21 175 40 22 251 197
Denvatives with positive fair values 99 129 202 87 301 216
Prepald pension costs - - 275 327 275 327
Miscellaneous receivables and assets 399 254 75 90 474 344
OTHER RECEIVABLES AND OTHER ASSETS 709 558 592 526 1,30 1,084
EINCOME TAX RECEIVABLES 181 97 4 5 185 102

Receivables from finance leases
Almost all the receivables from finance leases relate to
agreements which are classified as embedded finance
leases according o 1FRIC 4/1a5 17 The counterparty risk
ansing from receivables from finance leases 15 covered
by the air separation plants and other plants underlying
the contracts

The data relating to receivables from finance leases is
as follows

E70 RECEIVABLES FROM FINANCE LEASES

tn € mitlion 31122002 31122011

TOTAL MINIMUM LEASE PAYMENTS

(GROSS INVESTMENT) 359 440
due within one year &5 7
due In one 1o five years 219 248
due 1n more than five years 75 121

PRESENT VALUE OF

MINIMUM LEASE PAYMENTS Fid) 352
due within one year 47 50
due within one to five years 178 195
due in more than five years 66 107

UNEARNED FINANCE INCOME
INCLUDED IN THE MINIMUM

LEASE PAYMENTS 68 88

Receivables from percentage
of completion contracts
Receivables from percentage of completion (PoC) con-
tracts comprise the aggregate amount of costs incurred
and recognised profits, less advance payments received
At the balance sheet date, costs incurred and profits
recognised on long-term construction contracts amounted
to EUR 3 535 bn (2011 Eur 4 450 bn), offset against ad-
vance payments of EUR 3788 bn (2011 EUR 4 888 bn), gIv-
Ing rise to receivables of eur 222 m (2011 Eur 102 m) and
habthties of EUR 475 m (2011 EUR 540 m)
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Other trade receivables

Cther trade receivables are due from a large number of
customers in a wide variety of industry sectors and many
differentregions To assess the recoverability of accounts

EE71 FINANCIAL ASSETS PAST DUE BUT NOT IMPAIRED

receivable, the creditworthiness of customers ts subject
to constant review Credit toss msurance 1s taken out If
required

2012, 1n € milison 30=60doys 60-90 days 920-180 days >180 doys
Trade recervables 85 42 10 12
miscellaneous receivables and assets - - - -
2011, in € milhon

Trade receivables 55 24 sl kA
Miscellaneous receivables and assets 1 - - -

+ Adjusted

In the case of financial assets which are neither past due
nor impatred, there were no indications at the balance
sheet date of any potential impairment

[19] Securities

Short-term secunties fell during the reporting peniod from
EuR 1073 bn to R 823 m The decrease was mainly as a
result of the Group financing iIts acquisitions 1n 2012

There were held-to-matunty secunties at the balance
sheet date of EUR 17 m (2011 EUR10 M) Regular reviews
are performed of the creditworthiness of counterparties
and clearly defined imits have been set

[20] Cash and cash equivalents
Cash and cash equivalents of Eur 1218 bn (2011 EUR 1000 bn)
comprise manly cash at banks and meney market funds

which have maturities of three months or less

E72 CASHAND CASH EQUIVALENTS

0 € milfion 31122012 31122011
Bank balances ___ 661 431
Money market funds __ 477 488
Chegues .4 2
Cash 2 2
Cash equivalents 4 77
GROUP 1,218 1,000

The Linde Group conciudes Credit Support Annexes (€Sas)
with banks to reduce counterparty risk Under these
agreements, the positive and negative fair values of de-
rivatives held by Linde ac and Linde Finance 8 v are col-
lateralised with cash on a reguifar basis The amount dis-
closed in cash equivalents as a result of these agreements
was EUR 24 M (2011 EUR 45 M)

[21] Non-current assets
classified as held for sale
and disposal groups

Non-current assels classified as held for sale and disposal
groups comprises land and buildings from the emEa re-
portable segment 1t 1s ighly piobable that these assets
will be sold in their current condition within a period of
twelve months from the date of their reclassification No
impairment losses were recognised when the assets were
reclassified under this heading
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[22] Equity

E73 EQUITY

in€ 31722012 3112 2011
Capital subscribed 474,176,962 56 437,917,186 56
Nominal value of own shares 93,204 48 -
ISSUED SHARE CAPITAL 474,270,167 04 437,917,186 56

AUTHORISED CAPITAL (TOTAL)

57,119,265 28

100,000,000 00

Authonised Capital t

20,000,000 00

20,000,000 00

Authorised Capatal L

37,119,265 28

80,000,000 00'

CONDITIONALLY AUTHORISED CAPITAL (TOTAL)

103,603,404 80

96,742,446 08

2002 conditionally authonised capital

2,221,18912 3,988,958 72

2007 conditionally authorised capital

2010 conditionally avthonised capital

6,142,215 68 7,753,487 36
85,000,000 00 85,000,000 00

2012 conditionally authorised capital

10,240,000 00 -

* Al the Annual General Meeting on 4 May 2012 Authorised Capital I} of Eur 80,000 000 was abolished and It was reselved to creats a new Authorised Capital il of

EUR 70 000 000

Capital subscribed, authorised and
conditionally authornised capital,

subscription rights

The company’s subscribed capital at the balance sheet
date amounts to EUR 474,176,962 56 and 1s fully paid up It
1s divided into 185,225,376 shares at a notional par value
of Eur 2 56 per share The shares are bearer shares Each
share, with the exclusion of 36,408 own shares held by
the company at 31 December 2012 (§ 71b of the German
Stock Corporation Law (AktG)), confers a voting right and
1s entitled to dividend The entitlement to dividend can
be excluded either by law {e g in the case of own shares)
or by a provision of the articles of association, or by a
resolution at the Annual General Meeting (e g inrespect
of the commencement of the dividend entitlement of new
shares in the year of 1ssue If the shares are 15sued prior
to the Annual General Meeting)

E 74 NUMBER OF SHARES

In the 2012 financial year, 690,535 new shares were
1ssued out of 2002 conditionally authornised capital to ser-
vice the Management Incentive Programme for execu-
tives Share capitalincreased as a result by EUR 1,767,769 60
As a result of the 1ssue of 529,403 new shares out of 2007
condibonally authonised capital to service the Long Term
Incentive Plan, share capttalincreased by EuR 1,611,271 68

The company increased its share capital in the 2012
financial year against cash contributions, using part of
Authorised Capital I, with exclusion of the subscription
nights of shareholders 12,844,037 new shares were 15sved
Share capital increased by EUR 32,880,734 72 The capital
increase became effective when 1t was recorded in the
commercial register on 12 duly 2012

Overall, share capital in the 2012 financial year n-
creased by EUR 36,259,776 00 from EUR 437,917,186 56 tO
EUR 474,176,962 56, divided 1nto 185,225,376 shares

2012 2017
NUMBER OF SHARES AT 1 JAN 171,061,401 170,296,941
Exercise of Management Incentive Programme (mip 2002) 690,535 412,015
Exercise of Long Term Incentive Plan (LTiP 2007) 629,403 352,445
Increase in share capital 12,844,037 -
NUMBER OF SHARES AT 31 DEC 185,225,376 171,061,401
Own shares 36,408 -
NUMBER OF SHARES QUTSTANDING AT 31 DEC 185,188,968 171,061,401

Authorised capital
At 31 December 2012, the authorised capital comprised
the following

Authorised Copital |

Based on a resolution passed at the Annual General Meet-
INg on 4 May 2010, the Executive Board was authonsed,
with the approval of the Supervisory Board, to Increase

capital subscribed by up to Eur 20,000,000 00 Until
3 May 2015 aganst cash or non-cash contnbutions by 1s-
suINg, ON ONe Or More oLcasions, up to 7,812,500 new
bearer shares at a notional par vailue of EUR 2 56 The
shareholders are granted subscnption rights as a result
The new shares must be offered for subscription to the
shareholders However, the Executive Board 1s entitled,
with the approval of the Supervisory Board, to exclude
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the subscription nights of shareholders for the residual
amounts, and to exclude subscription nghts to the extent
that holders of options or convertible bonds issued by
Linde aG or by any of its direct or indirect subsidiaries may
be granted the subscription rights to new shares to which
they are entitled when they exercise their rights of con-
version or option rights or settle the conversion abliga-
ticn Moreover, the Executive Board is authorised, with
the appraval of the Supervisory Board, to exclude the
subscription nights of shareholders, provided the issue
price of the new shares anising fram a capital increase
against cash contributions 1s not significantly lower than
the price of shares of the same type traded on the stock
exchange at the time theissue price s finally determined,
which should be as soon as possible after the placement
of the shares, and the propertion of the capital subscribed
constituted by the shares 1ssued does not exceed 10 per-
cent of the capital subscribed either when this authornsa-
tion becomes effective or when it 1s exercised In deter-
mining the capital imit, account must be taken of that
part of capital subscnibed which relates to those shares
which are used to service options and/or convertible
bonds Thisis only the case if the options and/or convert-
ible bonds are 1ssued In accordance with § 186 (3), sen-
tence 4, of the German Stock Corporation Law (AkiG)
while excluding the subscrniption rights of shareholders
during the lifetime of this authonsation Account must
also be taken of that part of the share capital which re-
lates to those shares which are 1ssued on the basis of
authornised capstal, or sold after being repurchased as own

shares, during the lifetime of this authonsation in accord-
ance or comphance with § 186 (3), sentence 4, of the

German Stock Corporation Law {AktG) The Executive

Board 15 also authonsed, with the approval of the Super-
visory Board, to exclude subscription rights in the case of
capital increases against nen-cash contnbutrons, espe-
cally in the course of the acquisition of companies, busi-
nesses of Investments In companies, or on the formation

of business combinations The Executive Board is further
authorised, with the approval of the Supervisory Board,
to exclude subscription nights for an amount of up to

EUR 3,500,000 00 {0 the extent necessary to 1ssue shares

to the employees of Linde ac and/or its affiliated compa-
mes while excluding the subscription nghts of sharehold-
ers The Executive Board 1s authonsed to determine the

remaining detalls of the capital increase and 1ts imple-
mentation, 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 re-
sponsibility of offering them to shareholders (indirect

subscnption rights)

Authonsed Caopital It
At the Annual General Meeting held on 4 May 2012, the
authonisation provided to the Executive Board, with the
approval of the Supervisory Board, at the Annual General
Meeting on 5 June 2007 to Increase the capital sub-
scribed of the company by up to Eur 80,000,000 00 until
4 June 2012 was revoked, and Authonsed Capital Il which
was based on a resolution passed at the Annyal General
Meeting on s June 2007 10 accordance with Article 3 7 of
the articles of association was abolished

As aresult of a resolution passed at the Annual Gen-
eral Meeting on 4 May 2012, the Executive Board was
authonsed, with the approval of the Supervisory Board,
toincrease capital subscribed by up to EuR 70,000,000 00
until 3 May 2017 by 1ssuing, 0N One Or more eCCasions, up
to 27,343,750 new bearer shares at a notional par value
of EuR 256

Aftereffecting the ordinary capital increase in the 2012
financta! year out of Authonsed Capital I, the Executive
Board was also authorised, with the approval of the Su-
pervisory Board, to increase capital subscribed by up to
EUR 37,119,265 28 until 3 May 2017 against cash or non-
cash contributions by 1ssuing, on one or more accasions,
up to 14,499,713 new bearer shares at a notional par value
of eur 2 56 The new shares must be offered for subscrip-
tion to the sharehotders However, the Executive Board
15 entitled, with the approval of the Supervisory Board, to
exclude the subscription nights of shareholders for the
residual amounts, and to exclude subscription nights to
the extent that holders of options or convertible bonds
1ssued by Linde a6 or by any of 1ts direct or indirect sub-
sidiaries may be granted the subscription nghts to new
shares towhich they are entitled when they exercise thenr
fights of conversion or option rights or settle the conver-
sion obligation Moreover, the Executive Board is author-
1sed, with the approval of the Supervisory Board, to ex-
clude the subscription rights of shareholders, provided
the issue price of the new shares ansing from a caprtal
increase aganst cash contnibutions 1s not sigmficantly
lower than the price of shares traded on the stock ex-
change at the time the 1ssue price 1s finalty determined,
which should be as soon as possible after the placement
of the shares, and the proportion of the capital subscribed
constituted by the shares 1ssued does not exceed 10 per-
cent of the capital subscribed either when this authensa-
tion becomes effective or when it 1s exercised In deter-
mining the capital hmit, account must be taken of that
part of the capital subscribed which relates to those
shares which are used to service the options and/or con-
vertible bonds Thisis only the case if the options and/or
convertible bonds are 1ssved in accordance with §186 (3),
sentence 4, of the German Stock Corporation Law (AktG)
while excluding the subscrniption rights of shareholders
during the lifeime of this authonsation Account must
also be taken of that part of the share capital which re-
fates to those shares which are issued on the basts of
auvthorised capital, or sold after being repurchased as own
shares, during the hifetime of this authornsation 1n accord-
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ance or comphance with § 186 (3), sentence 4, of the
German Stock Corporation Law {AkiG) The Executive
Board 15 also authorised, with the approval of the Super-
visory Board, to exclude subsciiption rights in the case of
capital increases aganst non-cash contnibutions, espe-
aially in the course of the acquisition of companies, busi-
nesses gf Investments In companies, or on the formatron
of business combinations The Executrve Board 15 author-
1sed 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 trans-
ferred to certain banks specified by the Executive Board,
which assume the responsibility of offering them to
shareholders (indirect subscription rights)

Conditionally outhornised capital
The conditionally authorised capital at 31 December 2012
comprised the following

2002 conditignally authornised capital
The issued share capital can be increased by up to Eur
2,221,189 12, divided into 857,652 new shares with a no-
tional par valye of eyr 2 ss, if certain conditions are met
it was resolved at the Annual General Meeting on
14 May 2002 to create conditionally authorised capital of
EUR 15,360,000 00, divided into 6,000,000 new shares The
Executive Board was authonsed, with the approval of the
Supervisory Board, to 1ssue by 14 May 2007 up 10
6,000,000 subscription nights to shares to members of the
Executive Board of the company, members of the man-
agement boards of affiliated compantes as defined by §§
15 ff of the German Stock Corporation Law (AkiG) and to
selected executives, each with a term of seven years
{management Incentive Pregramme) The issued share
capital will only be increased if the holders of the option
fights ssued by the company, following the authonisation
given 1o the Executive Board at the Annual General Meet-
Ing on 14 May 2002, exercise their option nghts and the
company does not fulfil the option nghts by transferring
own shares or by making a payment in ¢ash The new
shares 1ssued as a result of the exercise of options are
first entitied to dividend in the financial year in which, at
the date of therr 1ssue, a resolution has not yet been
passed at the Annual General Meeting regarding the ap-
prapriation of profit

In the 2012 financial year, options under the Manage-
ment incentive Programme were exercised As a result,
2002 conditionally authorised capital was reduced by
EUR 1,767,769 60, from £UR 3,988,958 72 10 EUR 2,221,189 12,
divided 1nto 867,652 shares The 1ssued share capital in-
creased tn 2012 as a result

2007 conditionally authorised capital
The issued share capital can be increased by up to
EUR 6,142,215 68 by the issue of up t0 2,399,303 new bearer
shares with a notional par value of EUR 2 s6 If certan con-
ditions are met The condiuionally authonised increase in
capital 1s approved solely for the purpose of granting
subscription rtghts (share options) to members of the Ex-
ecutive Board of the company and other executives in the
company and in lower-level affihiated companies within
Germany and outside Germany, including members of
executive bodies, In accordance with the provisions set
out 10 the authonsation agreed at the Annual General
Meeting on s June 2007 (Long Term Incentive Plan) The
conditionally authorised share capital will only be issved
If subscription rights are exercised in accordance with the
authorisation granted and the company does not meet 1ts
obhigation in cash or with own shares The new shares will
participate in profit from the beginning of the financial
year (n which they are 1ssued If the issue takes place
after the comgpletion of a financial year, but before the
meeting of the Supervisory Board at which the resolution
1s passed regarding the appropriation of profit, the new
shares are also entitled to participate in the profit of the
last completed financial year

tn the 2012 financial year, options from the Long Term
incentive Plan were exercised As a result, the 2007 con-
ditronally authonsed share capital was reduced by
EUR 1,611,271 68, flom EUR 7,753,487 36 10 EUR 6,142,215 68,
divided into 2,399,303 shares The 1ssued share capital
increased in 2012 as a result

2010 condttionally authorised capiial

The 1ssued share capital can be increased by up to EuR

85,000,000 00 by the 1ssue of up t0 33,203,125 new bearer
shares with a notional parvalue of Eur 2 56 1f certain con-
ditions are met (2010 conditienally authonsed capital)

The increase in share capital will enly take place if (1) the
holders and obligors cf the convertible bonds or war-
rant-linked bonds, both existing bonds and in addition

convertible and/or warrant-linked bonds to be 1ssued by
the company or by Group companies controlled by the

company by 3 May 2015, 35 a result of the authorisation

granted to the Executive Board by the resolution passed

at the Annual General Meeting on 4 May 2010, exercise
their conversion or option nghts or (1) 1f the holders and

obhgors of convertible bonds to be 1ssued by the company
or by Group compantes controlled by the company by
3 May 2015, as a result of the authonsatron granted to the
txecutive Board by the resolution passed at the Annual

General Meeting on 4 May 2010, settle their conversion

obligation, although n cases (1) and (1) only insofar as
own shares are not used for this purpose The new shares
are ssued at the option or convession price to be deter-
mined 1n each case n accordance with the resolution

regarding authonsation referred to above The new
shares participate in profit from the beginning of the fi-
nancial year in which they are issued as a result of the
exerase of conversion of option nights or settlement of
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the conversion obligation The Executive Board is author-
1sed to determine the remaining details of the condition-
ally authornised capital increase and its implementation,
with the approval of the Supervisory Board

2012 conditionally authornised capital

The 1ssued share capital can be increased by up to
EUR 10,240,000 00 by the i1ssue of up to 4,000,000 new
bearer shares with a notional par value of Eur 2 56 If cer-
tain conditions are met (2012 conditionally authonsed
capital) The conditionally authorised increase in capital
1s approved sclely for the purpese of granting subscrip-
tion rights (share options) to members of the Executive
Board of the company, members of the executive bodies
of affiliated companies within Germany and outside
Germany and to selected executives in the company and
in affibated compames within Germany and outside
Germany In accordance with the provisions set out in the
authonsation agreed at the Annual General Meeting on
4 May 2012 (Long Term Incentive Plan 2012) The condi-
tionally authonised share capital will enly be 1ssued if
subscription nights are exercised in accordance with the
authonisation granted and the company does not meet its
obligation in cash or with own shares The new shares
1ssued as a result of the exercise of options are first entr-
tled to dividend in the financial yearin which, at the date
of their issue, a resolution has not yet been passed at the
Annual General Meeting regarding the appropriation of
profit

Authorisation to purchase own shores
The Executive Board Is authorised until 3 May 2017 by a
resolution passed at the Annual General Meeting on
4 May 2012 to acquire own shares up tc 10 percent of cap-
1tal subscribed at the date of the resolution or, if lower, of
the capital subscribed at the date the relevant authonisa-
tion 1s exercised

These shares may be purchased onthe stock exchange,
by way of a public purchase offer addressed to all share-
holders or by way of a public invitation to all shareholders
to submit sale offers

The own shares acquired under this authorisation may

— be sold via the stock exchange or by an offer to all
shareholders,

— with the approval of the Supervisory Board, also be
sold atherwise,

— with the approval of the Supervisory 8oard, be offered
and transferred in the context of the direct or indirect
acquisition of companies, businesses or investments
in companies, and on the formation of business com-
binations,

— be appropriated to settle option and/or convertible
bonds which the company or a direct or indirect sub-
sidiary of the company has 1ssued or will 1ssue,

— be granted, in the case of a sale of acquired own
shares by an offer to all shareholders or a capital in-
crease with subscription rights, to holders of option
and/or conversion nghts 1issued 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 obligation,

— be gianted in fulhlment of the company’s obligations
under the Linde Management incentive Programme
following the resolution passed at the Annual General
Meeting on 14 May 2002 (agenda item g),

— be granted in fulfilment of the company’s obligations
under the Linde Performance Share Programme fof-
lowing the resolution passed at the Annual General
Meeting on s june 2007 (agenda item 7), or be re-
deemed, with the approval of the Supervisory Board,

— be granted in fulfilment of the company’s obligations
under the Linde Performance Share Programme fol-
lowing the resolution passed at the Annuzl General
Meeting on 4 May 2012 (agenda 1tem 8),

— be issued to members of the Executive Board and to
persons currently or formerly employed by the com-
pany, and to members of executive bodies of Linde's
atfiliated companies, or be used to service the rights
or obligations to purchase own shares attributable to
the persons named heretofore or

— be redeemed, with the approval of the Supervisory
Board
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On 14 December 2012, the company purchased 36,408
shares at an average price of EUR 134 0481, on the basis
of the resolution passed at the Annual General Meeting
on 4 May 2012 The total price was EUR 4,880,423 22 Own
shares compnised EUR 93,204 48 {or 0 02 percent) of cap-
ital subscribed The shares are being used to fuffil the
rights to transter shares of the company under the Match-
ing Share Plan to all participants in the plan, including the
members of the Executive Board

Capital reserve

The capital reserve compnses the premiums arising on
the 1ssue of shares and the expenses relating to the issue
of option rights to employees 1n accordance with 1Frs 2
Share-based Payments In 2012, transaction costs of
EUR 9 m refating to the capital increase were recognised
in the capital reserve

Revente reserves

Included under this heading are the past earnings of the
companies Included in the Group financial statements, to
the extent that these have not been distnibuted In addt-
tion, actuarial gains and losses relating to pension provi-
sions are allocated directly to revenue reserves and form
a component thereof This makes it quite clear that these
amounts will not be transferred to profit or loss i future
penods

In the 2012 financial year, a total arnount of £ur 500 m
was offset aganst revenue reserves This was partly the
resuft of the Group increasing its stake mn its subsidiary
Abell6 Linde, Barcelona, Spam, 1n which an additional
15 percent of the shares was acquired In addition, an
amount of EUrR 490 m was offset against revenue reserves
which related to the purchase of non-controlling interests
inthe course of the Lincare acquisitton The amount offset
against revenue reserves is the difference between the
purchase price of the additional shares and the share of
net assets relating Lo the non-controlling interests

In addition, a deferred tax asset of Eur 81 m (2011 de-
ferred tax asset of eur 48 m) was recognised in the move-
ment n revenue reserves as a result of actuanal gains
and losses and the effect of the limit on a defined bene-
fit asset {asset cerling as setout 1N 1A5 19 58)

Cumulative changes n equity not recognised
through the statement of profit or loss
Disclosed under this heading are the differences anising
on the transiation of the financial statements of foreign
subsidianies and gains or losses on the remeasurement of
securities and financial instruments, accounted fof in eq-
wity rather than being recognised in the statement of
profit or loss

Movements in Cumulative changes 1n equity not rec-
egrised through the statement of prahit or loss were as
follows

E75 MOVEMENTS IN CUMULATIVE CHANGES IN EQUITY NOT RECOGNISED THROUGH THE STATEMENT OF

PROFIT OR LOSS

2012 2011
n € miftion 8elore lox Tox effect Net Before tox Tax effect Net
Movement In currency translation differences -202 - -202 138 - 138
Movement in unreahsed gains/losses on
available-for-sale financial assets -5 11 _ -4 6 -1 5
Movement In accumulated unrealised gains/
losses -5 1 -4 6 -1 5
Realised gains/losses - - - - - _
Movement in ynreahised gains/losses on
derivative financial instruments 76 6 82 -116 2 =107
Movement in accumulated wnrealised gains/
losses 95 1 96 ~108 7 =101
Realised gains/losses -19 5 -14 -8 2 -6
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Non-controlling interests

The interests of the non-contrelling shareholders in eq-

uity relate mainly to the following Group companies

=76 NON-CONTROLLING INTERESTS

purchase price allocation (1 PAGE 42 1n the Group man-
agement report) See _ nore f46] for information about
the caleslation of roce

n € million siiz20i2 srzzon [23] Provisions for pensions
i Tawan o) Gases €0 22| 28| andsimilar obligations
Afnican Oxygen Limited, -
South Africa 93 07| =77 PROVISIONS FOR PENSIONS
MIG Production Co Ltd , Thailand .3 33 AND SIMILAR OBLIGATIONS
g:lujg: :-Igléf;”al Gas Co Lud, 27 30 i € miflion 31122012 317122011
Linde Gas AlgérieS p A, Algena . _—_ 25 24 Provisians for pensions  1o78 ___._ﬂg
Linde Engineening Dahan Co Utd, Provisions for similar obligations 26 26
China 2 18|  TOTAL PROVISIONS 1,105 938
goc India Lid , inda L 19 Pension assets 275 327
Linde-Huayi (Chongging) Gases Co
Ltd China 17 17
Linde Dahua (Dahan) Gases Co, Lid 1 -| Pension provisions are fecognised in accordance with
soc Bangladesh Utd , Bangladesh 8 a| 1as 19 Employee Benehits for obligations relating to future
various other companies 75 s¢| benefitsand current benefits payable to current and for-

“seal  s5ap| Meremployees of The Linde Group and theif surviving

dependants
Different countnies have different pension systems,

Copital employed due to the vaniety of legal, economic and fiscal conditions

To ensure the medium-term and long-term success of the
Group, return on capital employed (ROCE) 15 used as the
core performance indicator Capital employed is defined

for this purpose as the average of the figures at the bal-

ance sheet date for the current financial year and the prior
financial year

CAPITAL EMPLOYED

Equity

+

financia! debt

+

Liabilities from finance leases

+

Net pension obligations

Cash & cash equivalents and secunities

Recelvables from finance leases

The return figure used in the calculation of ROCE comprises
817 before non-recurnng items plus the share of income
from associates and joint ventures Adjusted ROCE 15 cal-
culated by addthionally eliminating the amortisation of
fair value adjustments identified in the course of the soc

applicable in each country These are generally based on
the remuneration and length of service of the employees

The provisions for similar obligations include bridging
payments in Germany as well as other obligations

Occupational pension schemes can be either defined
contributron or defined benefit schemes In the case of
defined contribution plans, the company incurs no obli-
gation other than the payment of contnibutions to an ex-
ternal penston fund The total of all pension costs relating
to defined contribution plans in 2012 was EUR 162 m (2011
Eur 124 m) OF this amount, contributions to state pension
schemes in 2012 totalled Eur 87 m (2011 EUR 66 M)

In the case of defined benefit plans _ 61ossary, the
company’s obligation 1s to meet the defined benefit com-
mitments to current and former employees Two different
methods can be distinguished the recognition of provi-
sions for pensicns and the use of externally financed
pension schemes

For the external finanaing of defined benefit obliga-
tions, The Linde Group uses standard international models
for the transfer of pension assets (e g pension funds and
contractual trust arrangements) Penston plans financed
via external pension funds exist principally in Austraha,
Canada, Germany, Hong Kong, Ireland, the Netherlands,
New Zealand, Norway, South Africa, Spain, Switzerland,
the uk and the us

The amount of the penston obligatign (actuarial pres-
ent value of the defined benefit obligation, or p8o) 15
calculated using actuanal valuation methods, which re-
quire the use of estimates
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In addition to assumptions about mortality and disa-  economic situation e that particular country are also rel-
bility, the following assumptions which depend on the  evant, so that for countries outside Germany weighted
average figures based on the obligation are qiven

E78 ASSUMPTIONS USED 10 CALCULATE THE PROVISIONS FOR PENSIONS

Germany UK Other Europe UsA&Canada Other countries
in percent 2012 2011 2012 2011 2012 201t 2012 2011 2012 2011
Discount rate 350 460 460 4 80 204 380 298 472 505 557
Expected return on plan assets 470 500 480 6 00 459 499 494 563 771 7 61
Growth in future benefits _ 250 250 250 250 349 297 300 300 490 453
Growth in pensions 200 200 300 310 095 1 196 214 361 283

The growth in future benefits comprises expected future
increases in salaries, which are estimated annually, tak-
wng inflation and the economi¢ situation into account The
information about the sensitivity of individual actuanal
parameters s given in _, nore {77 Accounting policies un-
der the heading "Discretionary decisions and estimates”

The actuarial present value of the pension obligations,
calculated on the basis of the projected unit credit method,
15 reduced by the fair value of the plan assets where these
are held in an externally financed pension fund If the
plan assets exceed the abligations from the pension com-
mitments, an asset 1s disclosed in accordance with 1as 19
Employee Benefits According to 1A 19 58, an asset may
be recogrnised where a defined benefit plan has been
overfunded only *f The Linde Group, under its obligation
as an employer, has the nght to receve a refund of the
cantributions in cash or to reduce future contributions

if the assets do not cover the obhigation, the net obh-
gation after deducting any past service costss recognised
under provisions for pensions

Increases or decreases in the present value of the de-
fined benefit obligation or in the fair value of the plan
assets may give rise to actuarial gains or losses, which
might be caused, for example, by changes in the param-
eters used in the calculation, changes in estimates with
regard to risk trends of defined benefit obligations of
differences between the actual and expected return on
plan assets

In some countries, Linde (s obliged to make contribu-
tions to plan assets as a result of legal requirements or
contractual agreements In certain countries, however,
these increases in plan assets will not lead to the recog-
ntion of an asset because of the asset celling described
In1AS 19 58 (IFRIC 14) Therefore, duning the reporting pe-
fiod, there was no ncrease in the pension provision of
decrease 1n pension assets not affecting income for plans
with contnbution obhigations of this type
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Reconciliation of the defined benefit obligation and the
plan assets

E79 RECONCILIATION OF THE DBO AND OF THE PLAN ASSETS

Germony UK
Defined benefit pefined benefit
tn € miliion obhgation Plan assets obligation Plan assets
AT 1 JAN 20M 215 325 2,586 2,683
Current service cost 16 - 31 -
Interest cost 43 - 141 -
Expected return on plan assets - 15 - _1s0
Employers' contributions - - - - 17
Employees® contrbutions 8 8 1 1
Actuarial gains/losses 21 7 253 _.m
Eifects of changes in exchange rates - - 841 89
Pension payments made -48 - -102 -2
Past service (ost - - i L I
Changes in Group structure fother changes - - - -
Plan curtallments - - - -
Plan settlements - - )
AT 31 DEC 2011/01 JAN 2012 855 376 2,978 3,119
Current service cost 17 - 371 -
Interest cost 43 - 145 B -
Expected return on plan assets - 17 - 152
Employers' contributions - 1 - 72
Employees’ contnbutions 10 10 "\ 1
Actuanal gains/lesses 162 23 35 -25
Effects of changes in exchange rates - - 83 86
Pension payments made -49 -1 -121 =121
Past service cost - - .
Changes 1n Group structure/other changes - -1 - -
Plan curtailments - - - -
Pian settlements - - - -
AT 31 DEC 2012 1,138 425 3,160 3,284
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Other Eurape USA & Canoda Qther countries Totol
Defined benefit Defined benefit Defined benefit Defined benefit

obhgation Plan assets obligation Plan gssets obligation Plan assels obligation Plan assets
652 496 492 575 326 388 4,971 4,467
15 - 17 - g - 88 -
26 - 25 - 18 - 253 -
- 25 - kLl - 22 - 254
- 17 - 3 ~ 6 - 143
6 5 - - 1 1 16 16
46 -2 13 -30 2 -~13 335 153
6 4 16 16 -21 -32 85 77
-31 -26 -22 -20 -26 ~24 -229 -172
- - - - - - -16 -
- - - - -96 -96 -96 -96
-1 - -3 - - - -4 -
- - - - -2 - -2 -
719 520 538 575 21 252 5,401 4,842
15 - 17 - 10 - 26 -
28 - 24 - 14 - 254 -
- 23 ~ 28 - 20 - 240
- 18 - 2 - B - 101
6 6 - - 1 1 18 138
79 54 83 24 23 7 382 83
7 3 -9 -9 -5 -6 76 74
-32 -25 -46 -45 -23 -0 ~271 ~-212
- - - - - - 2 -
-2 -2 - - - -10 -2 -13
_6 - - - - - _.6 -
- - -14 - 1 - -13 -
814 597 593 575 232 252 5,937 5,133
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Funding status of the defined benefit obligation

E 80 FUNDING STATUS OF THE DEFINED BENEFIT OBLIGATION

Germony UK
€ milflon 2012 2011 2012 2017
Actuanal present value of pension obligations
(defined benefit obligation) 1,138 955|  31e0 2,978
of which unfunded pension obligations o 424 s - -
of which funded pension obhigations A L. 610 3160 2,978
Fair value of plan assets 425 aze| 3,284 3,119
NET OBLIGATION 713 579 -124 -141
Cumulative effect of asset ceiling o - - - -
Past service cost o - i - -
AT 31 DECEMBER 713 579 -124 -141
of which pension provision (+) 13 5791 E -
of which pension asset {-) - - -129 =141

E81 PORTFOLIO STRUCTURE OF PENSION ASSETS

1 percent 31122012 3712201
Shares 22 20
Fixed-interest secunties L 64
Property 4 3
Insurance N 3 1
Other 1o 12

100 100
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The pension expense relating to defined benefit plans can
be analysed as follows

EE82 PENSION EXPENSE RELATING TO DEFINED BENEFIT PLANS

Germany UK
€ mithon 2012 2011 2012 2011
Current service cost 17 16 37 31
Interest cost R 43 43 _ 145 141
Expected return on plan assets I -16 L -152 -160
Amartisation of past service cost s - L 2 -16
Plan curtaiiments/plan settlements L - i -

43 43 32 -4
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Other Eurgpe USA & Conada Other countries Toto!
_ 2012 2011 2012 2011 2012 2011 2012 2011
_ 814 719 593 538 232 21 5,937 5,401
138 97 o 97 76 13 13 672 531
__616 622 . 496 462 o 21? 198 o '26_5_: 4,870
_ 597 520 575 575 252 252 5,133 4,842
_ 217 199 18 ~37 -20 -41 804 559
- 26 - . - = - 26
217 225 I8 -37 20 -41 804 585
o 07 230 R 13" 83 24 20 o 1,079 912
- -5 -102 ~120 -44 -61 =275 -327
)
L5
-
Other Europe USA & Canade Other countries Total
2012 2011 2012 2011 2012 2011 2012 2011
s 151 _ 17 171 10 td 96 88
o 28 286 _ o 24 25 I‘E 18 _ZE 253
T + | -25 . ___ -i8 =311 -20 -22 . _-240 =254
T - - = D o I -16
o -6 -1 i -14 -3 1 -2l -19 -6
4 15 -1 8 5 3 93 65
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In the us, a plan settlement for certain parts of the de-

fined benefit commitments resulted in income from plan
settlements of EUR 14 m

In the ux, changes were made to the pension plan in
2011 to ensure the long-term financial viabihty of the

scheme These changes included restrictions to pension-

able earnings and a cap on inflation increases for new
pension entitlements
In South Africa, funding surpluses of EurR 10 m from

defined benefit plans were used to fund defined contri-

bution plans

Actual income from plan assets in external pension
funds was EuUR 323 m (2011 EUR 407 m) The result from
plan assets was significantly higher than the expected

=83 EXPERIENCE ADJUSTMENTS

return on plan assets of EUr 240 m (2011 EurR 254 m} The
expected return on plan assets was determined in 2012
on the basis of market yields on long-term government
bonds at the beginning of the year and of supplementary
amounts for the expected additional yield in various asset
categories in the following financial year

Under IFRs, actuarial gains and losses should be di-
vided into those arsing from changes in assumptions and
those not arising from changes in assumptions (expern-
ence adjustments) Expernience adjustments represent the
effect of differences between previous actuanal assump-
tions and what has actually occurred on the pension ob-
ligation and the plan assets as at 31 December of the
relevant reporting year

in € mithon 2012 2011 2010 2009 2008
Pension obiigation (as at 31 Dec) 5,937 5,401 4,977 4,744 4,097
Expenence adjustment B =5 34 -54 25 -40
Plan assets (as at 31 Dec) 5,133 4,842 4,467 3,896 3,453
Experience adjustment L E 153 141 253 -947
Net obligation 804 559 504 848 644

Payments to increase plan assets in external pension
funds 1n the 2013 financial year are expected to amount
to Ebr 98 m These include EUR 30 m (2011 EUR 30 M)
which relates to special payments in the ux to close the
ongoing shortfall in the uk pension plans in the medium

term 1n accordance with local valuation rules The pay-

ments 1n the 2042 financial year were guR 100 m From

2012 on, Linde 1s no longer required to make special pay-
ments to the vk pension fund included 1n the Boc acqui-
sition agreement In 2011, payments of EUR 80 m were
made The expense for newly acquired pension entitle-
ments in the financial year and the interest cost for each
respective financial year are determined each year on the
basis of the prior year's defined benefit obligation at the
relevant valuation date
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[24] Other provisions

At the balance sheet date, Other provisions had the fol-
lowing matunty structure

E84 OQTHER PROVISIONS

Current Non current Total
in € milfton 2012 2011 2012 2011 2012 2017
PROVISIONS FOR TAXES 589 602 - - 589 602
Obligatiens from delvery transactions 128 116 92 95 220 212
warranty obligations and nisks from transac- -7
tions in course of completion 120 112 113 66 233 178
0bligations relating to personnel 484 396 58 83| 542 479
Insyrance obhigations - -l o 0 10 10
Dismantling cbhigations __ 8 17 149 nel 157 133
Other obligations _ 236 212 49 741 285 286
MISCELLANEGUS PROVISIONS 976 853 471 445 1,447 1,298
OTHER PROVISIONS 1,565 1,455 471 445 2,036 1,900

The provisions for warranty obligations and risks from
transactions in course of completien consist principally of
provisions for anticipated losses on transactions, for liti-
gation and for guarantees and warranty obligations The
provisions for warranty obligations relate mainty to the
Engineering Division and are generally utilised within
three years

The provisions for obligations relating to personnel
comprise mainly provisions for pre-retirement part-time
work, outstanding holidays, anmiversanes and wages and
salaries not yet pard The provision for cbligations relating
to pre-retirement part-time work 1s based on individual
contractual agreements

The insurance obligations in the 2012 financial year
related solely to Priestley Dublin Reinsurance Company
Limited

E85 MOVEMENTS IN OTHER PROVISIONS

The provisions for dismantling obliganons are stated at
the discounted settlement amount on the date the plant
comes on stream A cofresponding 1tem is recognised in
tangible assets and 15 subject to depreciation The provi-
sion 1s compounded over the duration of the underlying
contracts Due to the wide range of residual terms of the
contracts, the residual term of the provisian falls mainly
in a range of between one and twenty years Changes in
estimates, where these nvolve a change in assumptions
about future cost trends or changes 1n interest rates are
adjusted for under the relevant balance sheet headings
without affecting profit or loss

The unwinding of interest applied to miscellaneous
long-term provisions amounted to EUR 8 M (2011 EUR 8 m)

Changes in
At Group Af
w € miliron a1 01 2012 structure”  Utiisation Relegse Addition Transfer 3112 2012
 —
PROVISIONS FOR TAXES 602 1 32 80 98 - 589
Obligations from delivery
fransactions 212 2 56 8 70 - 20
Warranty obhigations and nisks
fsom (Eansathions 1n Course of
completion 178 7 21 70 117 22 233
Obligations relating to personnel 479 63 240 36 278 -2 542
Insurance obligations 10 -1 - 1 - 2 10
Dismanthng obhgauions 133 -4 S - 33 - 157
Other obhgations 286 23 50 64 112 -22)] 2385
MISCELLANEQUS PROVISIONS 1,298 90 372 179 610 - 1,447
OTHER PROVISIONS 1,900 o1 404 259 708 - 2,036

' (ncluding turiency diffesences
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{25] Financial debt

Financial debt comprises interest-bearing obhgations of
The Linde Group, analysed as follows

E86 FINANCIAL DEBT

Current Non current Totat
Due within Due in one Ove 1y more
one yegr to five years than five yeass
in € mithon 2012 2011 2012 2011 2012 201t 2012 2011
Subordinated bonds - -1 - - 1,469 1461} 1,469 1,461
Other bonds N 38§ 796 2,830 1,923 _ 3,360 2,880 6,513 5,599
Commercial papers (CP) 358 132, 0 - - _ - - 358 132
Bank loans and overdrafts s 349 1,184 224 79 3] __1784 576
GROSS FINANCIAL DEBT 1,262 1,277 4,014 2,147 4,848 4,344 10,124 7,768
Less Secunties 823 1,073 - 601 - - 823 1,674
Less Cash and cash equivalents - 1,218 1,000 L - ﬁ—;: - 1,218 1,000
NET FINANCIAL DEBT -779 -796 4,014 1,546 4,848 4,334 8,083 5,094

of the subordinated bonds and other bonds at 31 Decem-
ber 2012, EUR 735 m and EUR 2 539 bn respectively (201
EUR 742 m 3nd EUR 2 201 bn respectively) were in a fair
value hedging relationship 1f there had been no adjust-
ment to the carrying amount as a result of fair value hedg-
ing relationships outstanding at the year-end which had
been agreed, the subordinated bonds of Eur 1 469 bn
would have been eur 60 m lower and the other bonds of
EUR 6 513 bn would have been eur 137 m lower In total,
financial debt has increased by a total of EUR 197 m (201
€UR 167 M) as a result of fair value hedging relationships

EUR 366 m (2011 Eur 167 m) of the other bonds was in
a cash flow hedging relationship at 31 December 2012

EE87 FIXED-INTEREST BONDS

The Linde Group concludes Credit Support Annexes (€5As)
with banks to mimmise counterparty risk Under these
agreements, the positive and negative fair values of de-
rrvatives held by Linde AG and Linde Finance 8 v are col-
lateralised with cash on a reqular basis The amount ans-
ing from these agreements which 1s disclosed in bank
loans and overdraits within financial debt 15 Eur 121 m
(zo011 Evr 95 m), while the amount disclosed in cash
equivalents 1S EUR 24 m (2011 EUR 45 M}

In the 2012 and 2011 financial years, there were no
defaults or breaches of loans payabie

The bonds are analysed as follows

Nominal volume in
relevont currency

werghted
overage effective
interest rate

Weighted average
residual term

Issuer (150 code) £ miliron’ (10 years)® {in percent)®’

tinde Finance B v, Amsterdam / Linde Ag, Munich EUR 6,043 m 6,130 49 44

Linde Finance 8 v, Amsterdam GBP 750 m 995 61 69

Linde Finance B v, Amsterdam UsSD 400 m 303 19 37

Linde aG, Munich NOK 2,000 m 272 47 28

African Oxygen Limited, Johannesburg ZAR 100 m 9 03 124
7,709

v includes adjustments relating to hedging transactions

1 subardinated bonds 1ssued by Linde are included anly until the end of the period when Linde may (Irstexescise Its right to call In the bond

1 Effective interest rate in the relevant currency
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=88 VARIABLE-INTEREST BONDS

Nominal volume in Weughted average Weighted

relevant currency residual term average coupon

Issuer (150 code) € million {in years} (in percent)’

Linde Finance 8 v, Amsterdam ALD 150 m 17 26 43

Linde Finance 8 v, Amsterdam uso 140 m 106 315 10

Linde Finance & v, Amsterdam EUR 50 M 50 54 08
273

' Current ceupan in the relevant currency

Subordinated bonds
There 15 a right to call the eur 700 m and 6P 250 m sub-
ordinated bonds 1ssued 1n july 2006, which have a final
maturity date of 14 July 2066 This right applies as from
14 July 2016 If the nght to call the loan is not exercised
on this date, the coupan will attract interest at a vanable
rate (three-month Euribor + 4125 percent for the euro
band and three-manth Libar + 4 125 percent far the bond
tn British pounds) The right to call the loan will then
be available every quarter on the due date for interest
payment

The coupon payment may be suspended on any due
date for interest payment Coupon payments not made
will be made up if The Linde Group makes payments for
secunties pari passu or subordinated securities or
Linde a6 makes dividend payments

The eur 400 m subordinated bond 1ssued 1n July 2003
has no final maturity date, although there I1s a nght to call
the loan from 3 July 2013 1f the right to call the loan nght
to call the loan 1s not exerased on this date, the coupon
will attract interest at a variable rate {three-month Eun-
bor + 3 375 percent) The nght to call the loan witl then
be available every quarter on the due date for interest
payment

The coupon payment may be suspended as soon as
Linde G fails to pay a dividend Coupon payments may
be suspended for a maximum penod of frve years If
Linde a6 resumes the dividend payment, or if Linde aG of
tinde Finance 8 v make other payments for securrties pan
passu or subordinated securities before a period of five
years has elapsed, all the cancelled coupon payments are
made up

Other bonds
In May 2012, Linde Finance B v i1ssued a new EUR 500 M
bond under the eur 10 bn Debt Issuance Programme The
seven-year bond has a fixed interest coupon of 175 per-
cent and 1s guaranteed by Linde AG

An eight-year eur t bn bond 1ssued in September 2012
with a coupon of 175 percent was used as part of the
refinancing of the acquisition loan for the pyrchase of us
homecare company Lincare (see also i BANK LOANS AND
OVERDRAFTS) Moreover, n September 2012 Linde placed
a frve-year NOK 2 bn bond at a coupon of 2 75 percent This
bond was converted on its 1ssue date into uso debt and
also used to redeem part of the acquisition loan

In addition, a Eur 724 m bond which matured in April was
redeemed on schedule and a Gep 100 m bond was re-
deemed early In October 2012 by exeraising a call option

Euro commercal papers

The Linde Group uses a Euro Commercial Paper Pro-
gramme for short-term financing Under the programme,
the 1ssuers are Linde a6 and Linde Finance v with a
quarantee from Linde a6 The volume of the programme 15
EUR 2 bn At 31 December 2012, there were commercial pa-
pers i1ssued by Linde Finance B v of EUR 275 m outstanding

Bank loans and overdrafts

To finance the acquisition of us homecare company Lin-
care, a syndicated credit facility of uso 4 s bn {around
EUR 3 6 bn) was underwriten This was subsequently
reduced significantly as aresult of the capital increase
which was concluded immediately afterwards and
by the 1ssue of bonds dunng the reporting period At
31 December 2012, the outstanding loan was EUR 922 m
(usb1225bn)

In addition, the Linde Group currently has an agreed
unuulised syndicated revolving credit facility of Eur 2 5 bn,
which also serves as back-up for its eur 2 bn Commercial
Paper Programme

The five-year revolving credit facility was agreed in
May 2010 with a consortium consisting of twenty-five of
the major German and international banks used by Linde

Financial covenants
The bank and capital market habilities of African Oxygen
Limited inclede vanious financial covenants relating to key
financial figures in African Oxygen Limited Ali the finan-
cial covenants relating to African Oxygen Limited were
fulfilled in the 2012 and 201 financial years

No financial covenants are contained in the agree-
ments relating to the acquisition loan or to the Eur 2 5 bin
syndicated credit facility
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[26] Liabtlities from finance leases

Liabiities from finance leases are repaid over the lease
term They have the following residual lease terms at the
balance sheet date

E89 [IABILITIES FROM FINANCE LEASES

mn € milion 31122012 31122011

TOTAL MINIMUM LEASE PAYMENTS

(GROSS INVESTMENT) 128 93
due within pne year 28 15
due in one to five years 38 17
due in more than five years 52 61

PRESENT VALUE OF

MINIMUM LEASE PAYMENTS 80 46
due within one year 24 13
due in one to five years 28 8
due in more than five years 28 25

FINANCE CHARGE INCLUDED IN THE
MINIMUM LEASE PAYMENTS 48 47

(27] Trade payables, Other habilities,
Liabilities from income taxes

E90 TRADE LIABILITIES AND OTHER LIABILITIES

The carryng amounts of assets held under finance leases
are disclosed principally under Tangible assets i noTe
[15] These assets comprise distribution equipment, vehi-
cles and other fixtures and fitings Land, land nights and
buildings are also included here Some of the lease agree-
ments contain extension clauses, purchase aptions or
price adjustment clauses customary in the market

Lurrent Non current fotal

mn € million 2012 2011 2012 2011 2012 2011
Percentage of completion (PoC) ar5 540 - - 475 540
Other 2,315 z172| s 6| 2371 2,178
TRADE PAYABLES 2,790 2,712 6 6 2,796 2,718
Advance payments recewved from customers _ 204 193} 18 4] 222 207
Other taxes _ 159 54l 3 20 62 156
Social security 57 54 1 1 58 55
Dernvatives with negative fair values 82 140 113 97 195 237
Sundry habilities ____5m 455 L 8o 603 535
OTHER LIABILITIES 1,003 996 237 194 1,240 1,190
INCOME TAX PAYABLES 167 103 85 96 252 199
3,960 3,811 328 296 4,288 4,107

Percentage of comptetion trade payables of eur 475 m
{2011 EUR 540 m) relate to advance payments recewved on
construction contracts, where these exceed the state of
completion of the contract
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OTHER INFORMATION

[28] Share option scheme

Linde Performance Share Programme 2012

Performance targets

Options may onty be exerased (f and to the extent that
performance targets are reached The performance tar-
gets for each indwidual tranche of options are based on
movements in (1) earmngs per share and {u) relative total
shareholder return wathin each individual tranche of op-
tions, equal weighting 15 given to the “earntngs per share”
performance target and the “relative total shareholder
return” performance target Within each of these perfor-
mance targets, a minimum target must be reached if the
options are to become exercisable, and there 1s also a
stretch target If the stretch target for one of these per-
formance targets is reached, all the optians relating to
that performance target become exercisable

it was resofved at the Annual General Meeting of Linde a6~ “Earnings per share” performance target

held on 4 May 2012 to introduce a performance share pro-
gramme for management (Long Term Incentive Plan 2012),
under which up to 4,000,000 options can be issued over
a total period of five years For this purpose, the 1ssued
share capital can be increased by up to EUr 10,240,000 by
the 1ssue of up to 4,000,000 bearer shares with a notional
par value of eur 2 s6 If certain conditions are met (2012
conditionally authornsed capital)

The atm of LTIP 201215 t0 encourage continuing foyalty
to The Linde Group of management personnel in Linde AG
and its affiliated companies within and outside Germany
by creating a vanable remuneration component in the
form of shares which will act as a long-termincentive and
which entails an element of nisk

The options may be issved in annual tranches during
the authorised pertod Each option confers the right to
purchase one share In Linde AG at the exercise price,
which 1s equivalent in each case to the lowest 1ssue price,
currently eur 2 56 per share Linde A6 may decide, at its
own discretion, at any time until the beginning of the
exercise period that the option entitlements of the option
holders may be met by providing own shares or making
a payment n cash instead of 1ssuing new shares out of
the share capital conditionally authonised for this purpose
Each individual tranche may be i1ssued within a penod of
16 weeks after the Annual General Meeting of Linde aG
The options may not be exercised until a qualifying penod
has expired The qualifying period begins on the 1ssye
date which has been determined and ends on the fourth
anntversary of the issue date If options are to be exer-
ased, this must take place duning a period of twelve
months from the end of the relevant qualifying period
(the exercise penpd)

The mimimum target for the “earnings per share” perfor-
mance target s reached if the diluted earnings per share
of the company adjusted for non-recurring items for the
financial year ending before the expiry of the qualifying
penod achieves a compound average growth rate (CAGR)
of & percent when compared with the diluted earnings
per share of the company adjusted for non-recurring
items for the financial year ending before theissue of the
options The stretch target for the “earnings per share”
performance target is reachedif the diluted earmings per
share of the company adjusted for non-recurring items
for the financial year ending before the expiry of the qual-
ifying period achieves a cacr of 11 percent when com-
pared with the diluted earnings per share of the company
adjusted for non-recurring items for the financial year
ending before the 1ssue of the options The calculation of
the “earmings per share” performance target 1s derived
from the diluted earnings per share of the company ad-
justed for non-recurning items disclosed in the audited
Group financial statements of The Linde Group for the
appropfiate financiat year If no adjustment for non-re-
curring items has been made in the Group financial state-
ments concerned, the relevant figure 1s the dituted earn-
Ings per share disclosed in the Group financial statements
Non-recurring items are items which, due to their nature,
frequency and/or scope, might have a pasttive or nega-
tive impact on the extent to which the diluted earnings
per share figure provides an informative picture of the
abibity of The Linde Group to sustain its profitability in the
capital market Adjusting diluted earnings per share for
non-recurnng ittems 1s designed to incfease transparency
in respect of the Group's ability to sustain profitabiity if
the rintmurn target 1s reached, 12 5 percent of all the op-
tions In the relevant tranche may be exercised 1f the
stretch target 1s reached, 50 percent of all the options in
the relevant tranche may be exercised 1 e all the options
dependent on this performance target if the mimimum
target s exceeded, but the stretch target i1s not reached,
the number of options that may be exerased s deter-
mined on a straight-line basis and will lie between
12 5 percent and 50 percent of all optrons 1ssued on the
same Issue date, depending on the extent by which the
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mmimum targetis exceeded and the proximity of the fig-
ure to the stretch target If this calculation does not result
10 a round figure, the percentage should be rounded to
one dectmal point

Details of the calculation of earnings per share are
given i _ worE f40} The “earnings per share” perfor-
mance target is regarded as a performance condition as
defined by IFRs 2

“rRelative totol shareholder return” perfor-
mance target
The minimum target for the “relative total shareholder
return” performance target is reached if the total share-
holder return of the Linde A share exceeds the median
of the values for total shareholder return 1n the control
group (described below) in the period between the issue
date and the beginning of the exercise period if the con-
trol group contains an even number of values, the aver-
age of the two values lying in the rmddle1s deemed to be
the median The stretch target for the "relative total
shareholder return” perfarmance target is reached if the
total shareholder return of the Linde a6 share is in the
upper quartile of the values for total shareholder return
in the control group 1n the pernod between the 1ssue date
and the beginning of the exercise period The total share-
holder return of the Linde ae share comprises (1) the ab-
solute increase or decrease in the price of a Linde Ac
share when compared to 1ts initial value and (1) the div-
idend per share paid plus the value of any statutory sub-
scription rights attributable to one Linde ac share (as a
result of capital iIncreases) In each case, the calculation
relates to the penod between (and inclusive of) the 1ssue
date and the third iast stock exchange trading day in the
Xetra trading system {or a comparable successor system)
of the Frankfurt Stock Exchange before the exercise pe-
riod 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 suc-
cessor prices) of Linde shares in the Xetra trading system
(ar a comparable successor system) of the Frankfurt Stock
Exchange over the period between (and inclusive of} the
s2nd stock exchange trading day to the third last stock
exchange trading day before the exercise period (the fi-
nal value) and the mnitial value The imitial value of the
share for the determination of the total shareholder re-
turn 1s the average of the closing prices (or of equivalent
successor prices) of Linde shares on the [ast 60 stock ex-
change trading days n the Xetra trading system {or a
comparable successor system) of the Frankfurt Stock Ex-
change before the 1ssue date of the subscription nghts
For the purposes of the LTiP 2012, the value of ane statu-
tory subscription night 1s the volume-weighted average
of the closing prices in that period in which the subscrip-
tion nights are traded in the Xetra trading system (or a
comparable successor system) of the Frankfurt Stock Ex-
change The control group comprises companies in the
DAX 30 at that time, with the exception of Linde itself
Ccompanies which are excluded fram or included in the

DAX 30 duing the period on which the calculation of the
total sharehoider return 15 based are sgnored for the pur-
poses of the calculation When determining the total
shareholder return for shares in the contrel group, Linde
may have recourse to data supphed by a recognised in-
dependent provider of financial data if a campany in the
control group trades different classes of share ar shares
with differing profit entittements on the stock exchange,
only the shares which form the basis for the determina-
tion of the pax 30 value are taken into consideration |f
the mimimum target 1s reached, 12 5 percent of all the
options 1 that tranche may be exercised If the stretch
target is reached, so percent of all the options in that
tranche may be exercised t e all the options dependent
on this performance target If the mimmum target s ex-
ceeded, but the stretch target ts not reached, the number
of options that may be exercised 15 determined on a
straight-ine basis and will lie between 12 5 percent and
5o percent of all options issued on the same 1ssue date,
depending on the extent by which the mintmum target s
exceeded and the proximity of the figure to the stretch
target Ifthis calculation does not result i a round figure,
the percentage should be rounded to ane decimal point
The “relative total shareholder return” target s re-
garded as a market condition as defined by 1Frs 2 and 1s
included in the measurement of the option price
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In accordance with 1ers 2 Share-based Payment, the total
value of share options granted to management s deter-
mined at the 1ssue date using an option pricing model
The total value calculated of the share options at the 1ssue
date 15 allocated as a personnel expense over the penod
in which the company receives service in return from the
employee This peniodis generally the same as the agreed
qualifying peniod The other side of the entry 15 made
directly 1n equity (capital reserve)

The average remaining period in the LTie 2012 15 43 manths
The exerase price for the first tranche of LTip 2012 15
EUR 2 56

The calculation of the expense 1s based on the farr
value of the options 1ssued, using a Monte Carlo simula-
tion for the fair value calculation The following measure-
ment parameters were used

E 92 MONTE CARLO SIMULATION MODEL ~

Movements during the financial year in share opions Lrip 2012

outstanding are disclosed in the table below 151 tranche
2012

E 91 OPTIONS - LONG TERM INCENTIVE PLAN 2012 Date of valuation 02 07 2012
4

crip - Number Expected share volatility (in %) 2254

of options Risk-free interest rate (in %) ___bas

AT 1JAN 2012 _| Expected dividend yield (in %) 250
granted 410,154 Instial value of Linde share 12060
exercised _ Exercise price (in &) 256
forierted 3,954 Number of participants 1,001

expired -

AT 31 DEC 2012 406,200 | The yolatility figure undetlying the valuatian is based on
of which exercisable at 31 Dec 2012 2| historicalimplicit volatility, taking the remaining penods

E93 OPTIONS PER EXERCISE HURDLE -

of the share options 1nto account

LONG TERM INCENTIVE PLAN 2012

Optian price weighting Total value Probebility Va;t.rre’gr
1st tranche 2012 in € In percent in € in percent me€
farnings per share 106 74 50 5337 40 21 35
Reiative total shareholder return 52 31 50 26 16 26 16
TOTAL 100 7953 47 51

The volatility figure underlying the valuation is based on
the histoncal volatility of Linde shares The expected vol-
atility 1s calculated on the basis of the historical valuesin
the three years preceding the i1ssue date of the options
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Personal investment, matching shares
A pre-condition of participation 1n the LTip 2012 for plan

participants in 8and s or above in Linde’s internal man-

agement structure 15 compulsory personal investment in
shares of the company at the beginning of the scheme In
the case of members of the Executive Board, the number

of shares that each individual Board member must pur-

chase 15 determined by the Supervisory Board For other
Linde executives 1N Band 5 or above, 1t 1s the Executive
Board which determines the number of shares that must
be purchased by each individual Foreach share acquired
by a scheme participant as a personal investment and
held by the participant throughout the qualifying period

for optrans, one matching share in Linde Aktienge-

sellschaft will be granted at the end of the qualifying
penod at no cost to the participant However, Linde 1s
permitted to pay an amount in cash to those entitted to

options instead of granting them matching shares Con-

ditions which apply to the granting of matching shares

include a personal investment In tinde Aktienge-
sellschaft shares by the scheme participant at the appro-

priate ime, the unrestricted holding of such shares during

the qualifying period and, except In the event of the ter-

mination of the service or employment contract of the

scheme participant before the end of the qualifying pe-

rnod (speaial cases) when different rules shall apply, the
existence of a service or employment contract with the
scheme participant at the end of the qualifying perniod in

respect of which no notice has been given Plan partici-

pants in Band 4 of Linde’s internal management structure
may make a voluntary personal investment in Linde AG

shares and will be granted matching shares accordingly,

subject to the aforementioned conditions The value of
the entitlement to one matching share at the balance
sheet date 1s EUR 109 26

E94 MATCHING SHARES - LONG TERM
INCENTIVE PLAN 2012

inp -~ Number

of matching

shares

AT 1 JAN 2012 -
granted 36,408
expired -
forfeited 26
aliocated -
AT 31 DEC 2012 36,382

The effect on earnings of the recognition of the expense
in the statement of profit or loss of The Linde Group was
as follows

E95 PERSONNEL EXPENSES -
LONG TERM INCENTIVE PLAN 2012

w0 € mithon 2012 2011
TOTAL 3 -

Linde Performance Share Programme 2007
It was resolved at the Annual General Meeting of Linde A6
held on s June 2007 to Iintroduce a performance share
programme for management (Long Term Incentive Plan
2007 - 1P 2007), under which up to 3 5 mullion options
can be 1ssued over a total period of five years

The aim of LTIP 2007 15 to present Linde management
worldwide with meamngful performance cnitenia and to
encourage the tong-term loyalty of management person-
nel

Participants are granted options on an annual basis to
subsceibe to Linde shares, each with a maximum term of
three years, two months and two weeks The Supervisory
Board determines the allocation of aptions to the mem-
bers of the Executive Board of Linde ac Otherwise, the
Executive Board determines the participants n the
scheme and the number of options to be 1ssued Options
relating to this scheme were granted for the last time 1n
20m

Each aption confers the night to purchase one share in
Linde ac 3t the exercise price, which 1s equivalent in each
case to the lowest 1ssue price of EUR 2 56 per share
Linde a6 may decide, at its own discretion, at any time
until the beginning of the exercise period, that the option
entitlements of the aptton holders may be met by provid-
Ing own shares or making a payment in cash instead of
Issung new shares out of the share capital condrtionally
authorised for this purpose These arrangements allow
for fle;ubihity in the exerase of options

it may make economic sense to use own shares where
these are avatlable, rather than increasing share capital
or making a payment in cash The decision as to how the
option entitlements will be met 1n each case wilt be made
by the appropniate executive bodies of the company The
company plans to meet option entitiements 1n future by
1s5uing new shares, as in 2012

Certain conditions apply to the exercise of options
First of all, the aption condttions provide for a qualifying
period (vesting perod) of three years from their date of
issue At the end of the vesting period, the options may
be exercised within a period of four weeks, on condition
that the member of the plan 1s still employed at that time
by Linde AG or by a Group company under a service or
employment agreement and that he or she is not under
notice Inspectal cases where a3 member of the scheme
leaves Linde’s employ prematurely, an exception to the
above rules may be made Under certain conditions, the



163

LINDE FINANCIAL REPORT 2012

exercise pertod may be shortened or the vesting penod
lengthened, although the term of the individual tranches
may not exceed the maximum term of three years, two
months and two weeks Options in a tranche may only be
exerased at the end of the vesting period if and to the
extent that the three performance targets latd down have
been met A performance target may be metirrespective
of whether the other performance targets have been met
Included in the defimition of the three performance tar-
gets are mimmum targets and stretch targets, the fulfil-
ment of which results in a different number of exerasable
options in the tranche

“Adjusted earnings per share”

performance target

A 40 percent weighting apples to the “adjusted earnings
per share” performance target The minimum target s
reached if the adjusted diluted earmings per share
achieves a compound annual growth rate (¢aGr) of 7 per-
cent during the vesting period The stretch target 1s
reached if a cagr of 12 percentis achieved If the mimimum
target s reached, 10 percent of the options in a tranche
may be exercrsed and, if the stretch target 1s reached,
40 percent of the options in a tranche If the caGr 1s be-
tween these two target figures, the number of options
that may be exercised 15 deteimined on a straight-line
basis between these two percentage rates Detalls of the
calculation of “adjusted earnings per share” are givenin
s NOTE [40] The “adjusted earmings per share” perfor-
mance target s regarded as a performance condition as
defined by IFrs 2

“Absolute total shareholder return”
performance target

A 30 percent weighting applies to the “absolute total
shareholder return” performance target The mintrmum
target s reached if the total shareholder return during
the vesting period 1s 20 percent of the initial value The
stretch target 1s reached if the total shareholder returnis
4o percent If the minimum target s reached, 75 percent
of the options tn a tranche may be exercised and, 1f the
stretch target is reached, 30 percent of the options in a
tranche If the total shareholder return)s between these
two target figures, the number of options that may be
exercised 1s determined on astraight-line basis between
these two percentage rates The first component of total
shareholder return over the three-year period 1s the
change n the share price of Linde ag over the vesting
penod, which 1s determined by comparing the average
closing price of Linde shares on the last 20 stock exchange
trading days in the Xetra trading system of the Frankfurt
Stock Exchange before the issue date of the options in
the relevant tranche and the average closing price of
Linde shares on the last 20 stock exchange trading days
In the Xetra trading system before the third last stock
exchange trading day before the exercise period The
other components of total shareholder return are divi-
dends patd and the value of any statutory subscription
rights relating to the shares (e g as a result of increases
in share caprtal) The “absolute total shareholder return”
performance target s regarded as a market condition as
defined in (FrS 2 and 15 included in the measurement of
the aption price
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“Relative total shareholder return”
performance target

A 30 percent weighting applies to the “relative total
shareholder return” performance target The minimum
target is reached 1f the total shareholder return of the
Linde AG share exceeds the median of the control group
(pAx 30) duning the vesting peniod The stretch target is
reached If the total shareholder return of the Linde A
share 1s In the upper quartile of the control group (Dax
30) durning the vesting period If the mnimum target Is
reached, 7 5 percent of the options in a tranche may be
exercised and, if the stretch target is reached, 30 percent
of the optrons ina tranche if the total shareholder return
is between these two target figures, the number of op-
tions that may be exeraised 1s determined on a strarght-
hne basis between these two percentage rates When
total shareholder return s calculated, the same comments
apply as for the “absolute total shareholder return” per-
formance target The “relative total shareholder return”
performance target 1s regarded as a market condition as
defined in 1Frs 2 and 1s included 1n the measurement of
the option pnce

In accordance with IFRS 2 Share-based Payment, the
total value of share options granted to management 1s
determined at the 1ssue date using option pricing model
The total value calculated of the share options at the 1ssue
date is allocated as a personnel expense over the period
in which the company receives service in return from the
employee This peniod is generally the same as the agreed
vesting period The other side of the entry 1s made di-
rectly in equity (in the capital reserve)
Movements in the options tssued under the Long Term

Incentive Plan 2007 were as follows

96 O0PTIONS -LONG TERM

INCENTIVE PLAN 2007
LFiP - Number
of aptions
AT 1 JAN 2011 1,649,518
granted 416,320
exercised 352,445
forfeited 143,356
expifed 1,267
AT 31 DEC 2011 /1 JAN 2012 1,568,770
of which exercisable at 31 Dec 2011 -
granted -
exercised 629,403
forfeited 72,776
expired -
AT 31 DEC 2012 866,591

of which exercisable at 31 Dec 2012
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In 2012, 629,403 options 1n the 2009 tranche were exer-  The calculation of the expense is based on the fair value
ased, which increased capital subscribed by eur 1 m (2011 of the options 1ssued, using a Monte Carlo simulation for
EURTM) the fair value calculation the following measurement

165

The average remaining period 1n the TP 2007 15
11 months (2om 15 months) The exercise phice for all the
tranches In the LTip 2007 15 EUR 2 56 The average share
price when the options were exercised was EUR 120 68

E 97 MONTE CARLO SIMULATION MOQODEL - LTIP 2007

parameters were used

1st tranche 2nd tranche 3rd tronche 4th tranche 5th tranche

2007 2008 2009 2010 2011

Date of valuation 02 08 67 05 06 08 20 05 09 01 G610 010611
Expected share volatility {mn %) 20 26 2258 34 60 3527 3406
Risk-free interest rate (in %) 431 428 188 035 189
Expected dividend yield (in &) 190 150 310 250 250
Inttial value of Linde share 88 45 96 10 5975 8454 116 45
Exercise price (in €) 256 256 2 56 256 256
Number of participants 840 871 862 868 915

The volatility figure underlying the valuation 1s based on
historscal implicit volatihity, taking the remaining periods
of these share options into account
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E98 OPTIONS PER EXERCISE HURDLE - LONG TERM INCENTIVEPLAN 2007

Option price Wweighting Total value Probability Va!;;e’g:
n€ n percent n € tn percent ne€
1st tranche 2007
Earnings per share 81 30 40 3252 - 000
Absolute total shareholder return 36 34 30 10 90 10 90
Relative total sharehalder return 43 69 30 1311 131
TOTAL 100 56 53 24 01
2nd tranche 2008
Earnings per share 88 52 40 3541 94 33 43
Absolute total shareholder return 4127 30 1238 12 38
Relative total shareholder return 46 85 30 14 06 14 06
TOTAL 160 61 85 59 87
3rd tranche 2009
Earnings per share 5210 40 20 84 100 20 84
Absolute total shareholder return 26 38 30 791 791
Relative total shareholder return 3093 30 928 928
TOTAL 100 3803 38 03
4th tranche 2010
Earnings per share 79 64 40 3186 100 3186
Absolute total shareholder return 38 85 30 1166 11 66
Relative total shareholder return 46 78 30 14 03 14 03
GESAMT 100 5755 5755
sth tranche 2011
Earnings per share 105 72 40 42 29 40 16 52
Absolute total shareholder return 5257 30 1577 1577
Relative total shareholder return 6117 30 18 35 18 35
TOTAL 100 76 41 5104

In 2011, the probability that the “adjusted earnings per
share” performance target would be reached in respect
of the third and fourth tranche (allocated in the 2009 and
2010 financial years) of the (TP 2007 was adjusted As a
result, there was a negative impact on earnings in the
2011 financial year of eur 6 m, which was recagnised in
functional costs

The volatility figure underlying the valuation is based
on the histonical volatility of Linde shares The expected
volatility 1s calculated on the basis of the histonical values
in the three years preceding the issue date of the options

The effect on earnings of the recognition of the ex-
pense in the statement of profit or loss of The Linde Group
was as follows

E99 PERSONNEL EXPENSES -
LONG TERM INCENTIVE PLAN 2007

in € miliion 2012 2011
TOTAL 19 30 I

Linde Management Incentive
Programme 2002
it was resolved at the Annual General Meeting of Linde Ac
held onia May 2002 to introduce a share option scheme
for management (Linde Management Incentive Pro-
gramme 2002 - Mie 2002), under which up to six miflton
subscription rights could be 1ssued The Linde Manage-
ment Incentive Programme 2002 exprired In the 2006 fi-
nanciai year Options relating to this scheme were exer-
cised for the last ume in December 2012

The aim of this share option scheme was to allow Linde
execulives to participate in price nses in Linde shares and
thereby in the increase in the value of the company Par-
ticipants were granted options to subscribe to Linde
shares, each with a term of seven years The Supervisory
Board determined the allocation of subscription nights to
members of the Executive Board of Linde A Otherwise,
the Executive Board, with the approval of the Supervisory
Board, determined the number of options to be 1ssued

The optrons canfer the right to subscribe to shares in
Linde AG at the exercise price The exercise price for ac-
quiring new shares 1n Linde aG 15 120 percent of the base
price The base prnice 15 the average ¢losing price of Linde
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shares 1n Xetra trading on the Frankfurt Stock Exchange
over the last five days before the 1ssue date of the options
The establishment of the exercise price also fulfils the
legal requirement for a performance target finked to the
nse In the share price of the company It only makes eco-
nomic sense to exercise the aption if the share price ex-
ceeds the exercise price Setting a performance target of
a 20 percent Increase In share price links the motivation
of the participants in the share option scheme closely
with the interests of the shareholders, whao are seeking
to achieve a medium-term increase in the value of the
company

The option condstigns provide for a qualifying penod
for the share options of twa years from their date of 1ssue
At the end of this period, the options can be exercised
during the entire option term 1 e dunng the five years
from the end of the qualifying period, excluding any
blocked penods These are the penods from three weeks
before to two days after the public reporting dates of the
company, and the last two weeks before the end of the
financial year until two days after the announcement of
the annual results, and 14 weeks before until the third
banking day after the Annual General Meeting tn order
to meet the option entitlements of the option holders,
Linde a6 may elect to provide own shares which 1t has
repurchased in the market, o to 1ssue new shares out of
the share canital conditionally authorised for this purpose
or, instead of providing new shares, to make a payment
in cash per option which represents the difference be-
tween the exercise price and the Xetra closing price of
Linde shares on the exercise date These arrangements
allow for flexibility in the exercise of the subscription
nghts It may make economic sense to use own shares
where these are available, rather than increasing share
capital or making a payment in cash The decision as to
how the option entitlements will be met wili be made in
each case by the appropriate executive bodies of the
company, which will be guided solety by the interests of
the shareholders and the company As in previous years,
the company plans to meet option entitlements in future
by 1ssuing new shares For share options 1ssued to mem-
bers of the Executive Board, it 1s envisaged that, with
effect from the 2004 tranche, the Supervisory Board will
be able to decide to restrict the exercise of options If
there are exceptional unforeseen movements in the Linde
share price This was not the case in the 2012 and 2om
financial years

Participation in the Linde Management Incentive Pro-
gramme 2002 requires no mvestment from the executives
entitled to options Instead, it 1s an additional component
of their remuneration package

tn accordance with IFrs 2 Share-based Payment, the
total value of share options granted to management 15
determined at the 1ssue date using an option pricing
model The total value calculated of the share options at
the 1ssue date 15 allocated as a personnel expense over
the period in which the company recetves service In re-

turn fram the employee Thisperiod is generally the same
as the agreed qualifying pertod The other side of the
entry 15 made directly in equity (in the capital reserve)
Movements 1n the options issued under the Linde
Management Incentive Programme 2002 were as follows

E 100 OPTIONS - LINDE MANAGEMENT INCENTIVE
PROGRAMME 2002

Avergge
Number of exercise
opiions pricein €
AT 1 JAN 2011 1,173,050 76 58
granted » - -
exercised 412,015 7161
forfeited - -
expired 4,500 4791
AT 31 DEC 2011 /1]AN 2012 756,535 79 45
of which exercisable
al 31 Dec 2011 756,535 -
granted - -
exercised 690,535 79 68
forfeited - -
expired 66,000 7703
AT 31 DEC 2012 - -
of which exercisable
at 31 Dec 2012 - -

As aresult of the exercise of 690,535 options (2011 412,015
options), capital subscribed increased by Eur 2 m (201
eur 1 m) and the capital reserve by Eur 53 m (20141
EUR 29 M)

The calculation of the expense 1s based on the fair
value of the subscription rights 1ssued, using the Black-
Scholes option pncing model The average share price
when the options were exercised was EUR 124 19 (2011
£UR 115 80) The range of exercise prices of options exer-
asable at the balance sheet date was between Eur 64 88
and EUR 8176

The volatility figure underlying the valuation s based
on histarical imphat volatility, taking the remaning terms
of the share options Into account

As i 2011, the Linde Management Incentive Pro-
gramme 2002 had no effecton earnings in 2012
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[29] Financial instruments

The following table shows the fair values of financial in-
struments by category and includes a companson of the
fair values of the financial instruments with their carrying
amounts

=101 FINANCIAL ASSETS AT 31 DECEMBER 2012

€ million

Financial instruments

Four value

Carrying amount

Cash and cosh
equivglents

Investments and securities at fair value 862 -
Investments and securities at amortised cost 23 -
Receivables from finance leases 398 -
Trade receivables 2,377 -
Receivables from percentage of completion contracts 222 -
Denvatives with positive fair values 301 -
Miscellaneous receivables and assets 749 -
Cash and cash equivalents 1,218 1,218
TOTAL 6,150 1,218

E=102 FINANCIAL LIABILITIES AT 31 DECEMBER 2012

in € milhon

Financial debt

Liabilities from finance leases

Trade payables

Denvatives with negative fair values

Sundry hiabilities

TOTAL
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Financial instruments Bolance sheet figures
Carrying omount

Derivolrves Fingncral

designated os mstruments

togns and Held-to-matunty Freestonding hedging  Avarlable-for-sale ouvtside scope of
receivables financiol assets derivatives instruments financlal assets Tota! IAS 39 Total
- - - - 862 862 - 862
10 13 - - - 23 - 23
- - - - - - 291 2N
2,377 - - - - 2,377 - 2,377
222 - - - - 222 - 222
- - 31 270 - 301 - 301
319 - - - - 319 430 749
- - - - - 1,218 - 1,218
2,928 13 EL 270 862 5,322 1 6,043

Financial 1nastruments Bolance sheet figures
Fair vaiuve Carrymng emount

Dervatives Finoncial

designated as nstruments

Financiol habilities Freestanding hedging outside scope of
ot amortised cost dertvatives instruments Total 1AS 39 fotal
10,752 10,124 - - 10,124 - 10,124
20 - - - - 80 g0
2,31 2,321 - - 2,321 - 2,321
195 - 62 133 195 - 195
603 466 - - 466 137 603
13,951 12,91 62 133 13,106 217 13,323
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E103 FINANCIAL ASSETS AT 31 DECEMBER 2011

Financial instruments
Foir voiue Corrying eomount

cash gnd cosh
1 € milron equivolents
Investments and securities at fair value 1,713 -
Investments and securities at amorused cost 20 -
Receivables from finance leases 424 -
Trade receivables 1,928 -
Receivables from percentage of completion contracts 102 -
Derivatives with positive fair values 216 -
miscellaneous receivables and assets 671 -
Cash and cash equivalents 1,000 1,000
TOTAL 6,074 1,000

E 104 FINANCIAL LIABILITIES AT 31 DECEMBER 2011

=
b=
=
-
> E n € milhen
- Financial debt
5 Liabilities from finance leases
E Trade payables

Dernvatives with negative fair values

sundry habilities

TOTAL
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Fingncial instruments Balonce sheet figures
Carrying gmount

Derivolives Financiol

designated as Instruments

Loans and Held to-maturity Freestgnding hedging  Avaligble-for-sole outside scope of
recervables financial gssets derrvatives insiryments financral assets Tolal IAS 39 Total
- - - - 1,713 1,713 - 1,713
7 13 - - - 0 - 10
- - - - - - 352 352
1,928 - - - - 1,928 - 1,928
102 - - - - 102 - 102
- - 98 118 - 216 - 216
203 - - - - 203 468 671
- - - - - 1,000 - 1,000
2,240 13 98 118 1,713 5,182 820 6,002

Financigl instruments 8alance sheel figures
Foir volue Corrylng emount

Dervatives Finoncrol

designoted os nstruments

Finoncial habilities Freestanding hedging ovtside scope of
at amortised cost dervatives instrumenis Total A5 29 Tolal
8,274 7,768 - - 7,768 - 7,768
46 - - - - 46 46
2,178 2178 - - 2,178 - 2,178
237 - 49 188 237 - 237
535 429 - - 429 106 535
11,270 10,375 49 188 10,612 152 10,764
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The fair value of financial instruments 15 generally deter-
mined using stock exchange prices If stock exchange
prices are not available, the fair value 1s determined using
measurement methods customary in the market, based
on market parameters specific to the instrument

The fair value of denivative financial instruments 1s
determined as follows Cptions are valued by external
partners using the Black-Scholes option priciag model
Futures are measured with recourse to the stock ex-

E 7105 INTEREST CURVES

change price in the relevant market All other denvative
financial instruments are measured by discounting ex-
pected future cash flows using the net present value
method As far as possible, the entry parameters used in
these models are relevant observabte market prices and
interest rates at the balance sheet date, obtained from
recognised external sources

These calculations are based on the following interest
curves

n percent EUR uso GEP 1Py ALD SEK RUB DKK
2012

Interest for six moaths ; 026 045 0 61 022 331 167 760 033
Interest for one year 0321 034 055 024 278y 119 739 051
Interest for five years 077 083 102 03 318¢  152)  745] 093
Interest for len years 157 175 186 084 374 204 763 167
2011

Interest for six months 156 075 13 027 4 65 267 746 119
Interest for one year 141 ¢ 6% 108 036 387 207 728 111
Interest for five years 172 127 155 D 48 429 195 749 158
Interest for ten years 238 205 226 098 4 46 2125 749 222

For loans and recetvables which are measured at amor-
tised cost, there are no hquid markets For current loans
and receivables and habilities recogmised at amortised
cost, 1t 1s assumed that the fair value corresponds to the
carrying amount Far all other loans and receivables, the
fair value 1s determined by discounting future expected
cash flows The interestrates applied to the toans are the
same as those that would apply to new loans secured
with the same risk structure, onginal currency and matu-
rity

Fair value 1s determined using the discounted cash
flow method, taking into account individual credit ratings
and other market circumstances in the form of credit and
hquidity spreads generally applhied in the market

In the 2012 financial year, there were no differences
between the far value of a financial instrument when it
was first recognised and the amount which would have
been recognised at that time had the valuation method
descnbed above been used

The following table shows the financial instruments in
The Linde Group which are measured at fair value Linde
uses the following herarchy to determine and disclose
fair values, based on the method used to ascertain the
fair values

— Level 1 Quoted prices in active markets for the same
financial instrument

— Level 2 Valuation techmiques for which all significant
inputs are based on observable market data

— tevel 3 Valuation technigues for which any sigmficant
input 15 not based on observable market data
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E 106 FINANCIAL ASSETS AND LIABILITIES MEASURED AT FAIR VALUE AT 31 DECEMBER 2012

tn € mitlion tevel s tevel 2 tevelz
INVESTMENTS AND SECURITIES 814 - -
FREESTANDING DERIVATIVES WITH POSITIVE FAIR VALUES - 31 -
Derivatives designated as hedging instruments with positive fair values - 270 -
FREESTANDING DERIVATIVES WITH NEGATIVE FAIR VALUES - 62 =
Derivatives designated as hedging instruments with negative fair values - 133 -

E 107 FINANCIAL ASSETS AND LIABILITIES MEASURED AT FAIR VALUE AT 31 DECEMBER 2011

in € milfion tevel 1 tevel 2 level3
INVESTMENTS AND SECURITIES 1,664 - -
FREESTANDING DERIVATIVES WITH POSITIVE FAIR VALUES - 98 -
Derivatives designaied as hedging instruments with positive fair values - 118 -
FREESTANDING DERIVATIVES WITH NEGATIVE FAIR YALUES - 49 -
Desivatives designated as hedging instruments with negative fair values - 188 -

In 2012, there were no transfers of the fair value calcula-
tions between Levels 1, 2 and 3 Included in the invest-
ments and secunnes category are financial assets (avail-
able-for-sale financial assets) of EUR 49 M (2011 EUR 45 m)
for which a fair value cannot be relrably determined For
these assets, there are neither observable market prices,
nor sufficient information for a reliable valuation using
other valuation methods There 1s currently no intention
to sell these assets

in the 2012 financial year, net financial gains/losses
arose as follows

E 108 NET FINANCIAL GAINS AND LOSSES

in € mithon 2012 201
From freestanding denvatives =74 54
From held-ta-maturnty
financial assets - -
From loans and receivables -98 1
From availlable-for-sale
financial assets -4 3
of which
transfers to profit or loss - -3
of which transfers to
cumulative changes in equity -4 [
From financial labihties at
amaortised cost 106 -114
TOTAL -10 -56

The net financal gains and losses on financial instruments
anise from changes in far value, the recogmition of im-
pairment losses and reversals of impatrment losses, elim-
inations and exchange rate differences In zon, the net
financial gains and losses from loans and receivables
included income of tur 30 m anising from a redemption
penalty in respect of the early repayment of a loan relat-
ing to the disposal of Boc Edwards tn the 2007 financial
year

The net financial gains and losses correspond to the val-
uation gains and losses of the financial instruments, but
exclude interest and dividends

Freestanding denivatives compnise all those deriva-
tives which are not designated as hedging instruments
They include those derivatives in economic hedging re-
lationships not destgnated as hedges in respect of which
gamns and losses arising from the underiying transaction
and the hedged rtem are recognised at the same time 1n
the statement of profit or loss even without applying
hedge accounting

The financiat result includes fees and other costs of
capital of Eur 26 m (2011 EUR 12 M) relating to financal
instruments not at fair value through profit or loss

No interest income has been accrued which relates to
impaired financial instruments, especally receivables
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Impairment {0ss on financial assets

E 109 (MPAIRMENT LOSS ON FINANCIAL ASSETS AT 31 DECEMBER 2012

Of which
Carrying omount Carrying amount  mpairment foss
before {umulotive after impalr for 2012
n € millon mpairment  impairment loss ment financial year
Investments and securities at fair value B66 4 862 -
investments and securiies at amortised ¢ost 24 1 23 -
Recevables from finance leases 291 - 29N -
Trade receivables 2,680 303 2,377 63
Receivables from percentage of completion contracts 222 - 222 -
Dertvatives 301 - 301 -
Miscellaneous receivables and assets 756 7 749 3
Cash and cash equivalents 1,218 - 1,218 -
ET116 IMPAIRMENT LOSS ON FINANCIAL ASSETS AT 31 DECEMBER 2011
of which
Carrying amount Corrying aofmount  mpatrment loss
before Lumulative after impair- for 2011
in € meliton impoirment  impairment loss ment fingnciol year
Investments and securtties at fair value 1,717 4 1,713 -
Investments and secunties at amortised cost 21 1 20 1
Recewvables from finance leases 352 - 352 -
Trade receivables 2,132 204 1,928 43
Receivables from percentage of completion contracts 102 - 102 -
Derivatives 216 - 216 -
Miscellanegus receivables and assets 675 4 671 1
Cash and cash equivalents 1,000 - 1,000 -

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 Is
presented in i noTE [18])

The interest income and interest expense from finan-
aial instruments not measured at fair value through profit
or loss were as follows

E 111 INTEREST INCOME/EXPENSE FROM
FINANCIAL INSTRUMENTS NOT MEASURED
AT FAIR VALUE

i € mithon 2012 2011
Interest income 52 54
Interest expense 357 336
GROUP -305 -282

Mot included here are the interest iIncome and expense
from derivatives or the interest income and expense from
assets and habilities outside the scope of (FRS 7

Risk positrons and risk management

The Linde Group 1s exposed to a variety of financial nisks
These include 1n particular counterparty nsk, hquidity
risk, interest rate nisk, exchange rate nisk and other mar-
ket price nsks These are described below For further
information about nsk management in The Linde Group,
see the Group management report
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Counterparty risk
Counterparty nsk s the nisk that a counterparty does not
meet his or her contractual payment obligations and that
this leads to a loss for The Linde Group

The Linde Group deals in principle with counterpar-
ties who have good credit ratings Regular reviews are
performed of the creditworthiness of counterparties and
clearly defined hmits have been set Expenence during
the economic crisis has shown that credit standings can
change very quickly itis therefore possible that, despite
the Group’s monttoning process, counterparties might de-
lay payments or farf to make them at all The Linde Group
does not believe that it has any significant exposure to
default sk ansing fram any indwvidyal counterparty The
concentration of the counterparty nisk 1s hmited due to the
Graup’s broad and uncorrelated customer base The single
largest debtor constitutes less than 1 percent of the total
figure for Trade receivables in The Linde Group, with one
exception which canstitutes arpund 2 percent of the total

The nsk positions outstanding are subject to strict im-
its and are continually monitored The carrying amounts
of finangial assets reported n the balance sheet, taking
into account iImpairment losses, represent the highest
possible default risk, without including the value of any
coliateral

A significant critenon for the management of counter-
party risk relating to financing and capital market trans-
actionsis the credit ratings of counterpartres Linde limits
the extent and duration of any commercial transactions

to be concuded accordingly Regular reviews are per-
formed by a supervisory unit which 1s independent of the
trading department to ensure comphance with all the
hmits set The Linde Group has concluded bilateral credit
support annexes (Csas) with the majonity of the banks
with which finanaal instruments are traded On the basis
of such agreements, the positive 2nd negative fair values
of derivatives held by Linde ac and Linde Finance s v for
the purpose of interest rate and currency management
are collaterahised with cashon a reqular basis In this way,
the defauit risk ansing from these instruments 1s mini-
mised A willingness to enter into ¢sas with Linde A and
Linde Finance B8 v 15 an essential prerequisite to being
accepted as a counterpacty by Linde (o this connection,
EUR 24 m {2011 EUR 45 m) was pledged as collateral by The
Linde Group for derivativeswith negative fair values, and
EUR 121 m (2011 EUR 95 m) was recerved as collateral for
denvatives with positive fair values The Linde Group also
has financial assets with a carrying amount of EUR 2 m
(zo11 eur 6 m) which are pledged as collateral for habil-
ties ar contingent labihities In the 2012 and 2011 financial
years, no additional significant collateral was held by The
Linde Group apart from the ¢sas described above

Ligwdity risk

Liquidity risk 15 the risk that the Group will no longer be
able to meet 1ts financial payment obligations Contrac
tual undiscounted expected future cash flows from finan-
aial liabihities are shown in the table below

E 112 FUTURE CASH FLOWS FROM FINANCIAL LIABILITIES

Due within Duvein Due in more
1w € million 1year rtos years thgn s years
2012
Cash outflows from non-denvative financial habilites —— 4552) 5144 5141
Cash outflows from denvatives with negative fair values . 892 __ 1s3

of which settled gross _ 134 6491 37
related cash inflows as a result of gross settlement 108 565 33
201
Cash outflows from non-denvative financial habiliies 4,440 4,661 3,184
Cash outtlows from dernvatives with negative fair values 102 780 143
of which settled gross 102 769 77
related cashinflows as a result of gross settlement 71 646 70

In the case of denvative financial instruments, anly those
with negative fair values are included in the cash flows
presented above in 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 denivative
are included in the analysis to avoid distortions n the
presentation




e ——————————————————— e
T R Y ————————

179

OTHER INFORMATION

LINDE FINANCIAL REPORT 2012

Interest rate risks
Interest rate risks arnse from market fluctuations in inter-
est rates As a result of its finanang activities, The
Linde Group 15 exposed to a nisk from interest rate
changes At 31 December 2012, The Linde Group held in-
terest-beaning instruments {net, including interest rate
denvatives/hedges) totalling eur 7956 bn (201
EUR 5 027 bn) Of these, EUR 2 862 bn (2011 EUR 1098 bn)
related to instruments bearning interest at variable interest
rates and EUR S 094 bn (2011 EUR 3 929 bn) to Instruments
beaning interest at fixed rates This 1s equivalent to a
fixed-rate ratio of 64 percent (2011 78 percent)

The Linde Group sees British Pounds, Euro, Australian
Dollars and vus Dollars as the currencies which have a
significant impact on 1ts financing activities At the bal-

E 113 EFFECT OF CHANGES IN INTEREST RATES - 2012

ance sheet date, The Linde Group had total holdings of
Interest bearning wstruments in Bntish Pounds of Gee
316 m (201 GBP 281 m) [fixed-rateratio 73 percent (2011

91 percent)], 1n Euro of EUR 4 625 bn (2011 EUR 2 971 bn)
[fixed-rate ratio 54 percent (2011 77 percent)], in Austral-
1an Dollars of aup 670 m (2011 aup 578 m) [fixed-rate
ratio 82 percent (zon 9o percent)] and in us Dollars of
usD 2 540 bn (2011 usp 1076 bn} [fixed-rate ratio 75 per-
cent (2011 63 percent)]

Based on instruments bearing interest at vanable
rates and financial instruments hedging interest rate risks
which The Linde Group holds or hasissued, a hypothetical
change in the interest rates applicable to the respective
instruments would have had the following effects (if ex-
change rates remained constant)

Income Recognised

i € mellion change statement n equity
Currency

EUR +100 bp -26 23

-100 bp' 6 -36

GBP +100 bp -1 -8

-100 bp' 1 7

usD +100 bp -4 57

-100 bp’ 1 -55

AUD +100 bp -1 14

-100 bp’ 1 -14

Other currencies +100 bp - -3

~100 bp' -6 8

i i the Interest lavel 3t the balance sheet date was below 1 percent interest rates were reduced al most Lo L&i0 N negative interest rates were allowed

E 114 EFFECT OF CHANGES IN INTEREST RATES - 2011

income Recogmised

n € mithon change stotement in equity
Currency

EUR +100 bp -9 -

-1300 bp 10 -2

GBP +100 bp -3 -9

-100 bp 1 9

usp +100 bp 1 5

-100 bp’ -2 -5

AUD +100 bp -1 16

~100 bp 1 -17

Other curfencies +100 bp 1 9

-100 bp -1 -10

11t the Interest level at the balance sheet date was below 1 percent, interest rates were reduced at mostie 2ero No negative interest sates were allowed
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Exchange rate risks

Due to its activities as an aternational group, The
tinde Group 15 exposed to exchange rate rnisks 1ts broad
spread of activities over many different currency areas
and its local business model resultin a low concentration
of nisk for the Group

The Linde Group monitors and manages its exchange
rate nisk, a nsk which has an impact onits operations The
gross exchange rate nsk comprises all the operating ac-
tivities of the Group This gross exchange rate nsk 1s re-
duced by around 94 percent (2011 90 percent) as a result
of hedging operations Therefore, The Linde Group 1s ex-
posed at the balance sheet date to a net exchange rate
rsk of & percent of the total of 3!l operating activities
involving foreign currency (2011 10 percent)

The nisk of exchange rate movements i1s monitored for
internal management purposes on the basis of a value-
at-nisk, which related to positions in currencies other than
the relevant functional currency

The value-at-risk 1s calculated on the basis of historical
data (2sc working days) in accordance with international
banking standards The value-at-risk presents the maxi-
mum potential loss based on a probability of 97 5 percent
for a holding penod of twelve months The calculation
takes intg account correlations between the transactions
being considered, the risk of a portfolio 1s generally lower
than the total of the respective individual risks

At 31 December 2012, the value-at-risk was Eur 10 m
(2011 EUR 12 M}

Other market price risks

As a resylt of its eneigy purchases, The Linde Group 15
exposed to risks aristng from changes 1n commodity
prices The Linde Group monitors and manages these
commaodity price nisks ansing from the purchase of elec-
tricity and natural gas for use in production These hedg-
Ing operations are governed by strict nsk management
guidehnes, compliance with which 1s constantty being
momitored Commodity price nisks are hedged in the main
by long-term supply contracts or hmited by the form and
structure of sales contracts Dervatives are also used to
a much lesser extent to hedge against the exposure to
changes in the price of electnicity, natural gas and pro-
pane gas The commadity price nsk from financial instru-
ments 15 therefore not matenal

Hedge accounting

Cash flow hedges

The Linde Group hedges cash flows at both Group and
company levels, based on agreed mimmum hedging rates
At the company level, future transactions which are
hghly probable are hedged against foreign exchange
rate nsks A rolling 15-month budget or the budgets for
indwidual customer-specific projects are used for this
purpose

In general, these hedges are accounted for as cash
flow hedges in accordance with 1as 39 Financial Instru-
ments Recognition and Measurement The effective por-
tion of the gan or loss on the hedging instruments 1s
recognised directly in equity and released to the state-
ment of profit or less when the hedged cash flows are
also recogrised in the statement of profit or loss or if a
hedged future transaction s no longer expected to occur
In addition, the risks associated with changes in interest
tates relating to certain financial habilties or future fi-
nancing measures are hedged by derwvative financial
instruments and accounted for as cash flow hedges

The Linde Group also hedges the exposuie to commod-
ity price risks which anse inthe normal course of business
from its procurement transactions and results in open risk
posttions To reduce the extent of the risk, The Linde Group
enters into a small number of electricity, naturat gas and
propane gas denvatives Usually, hedging relationships
of this type are also designated as cash flow hedging
relationships, if this accords with the facts

If the hedged future transactions {forecast trans-
actions as defined by 1as 39) result tn the recogmition
of a nen-financial asset or habihty, the imitial carrying
amounts of these are adjusted for the amount recorded
in equity This 1s usually the case for inventories and
non-current assets

The following table presents a reconciliation of the
reserve for cash flow hedges

E 115 RESERVE FOR CASH FLOW HEDGES

in € million 2012 2011
AT 1 JANUARY -67 -
Additions L -28
Transfers to the statement of B
profit or loss -19 -8
of which relating to revenue - -1
of which relating to cost of sales -14 -5
of which relating to financial i -
mncome -3 -2
AT 31 DECEMBER ~99 -67

In the 2011 financial year, an expense of EUR 1 m was fec-
ogrsed i the financial result which related to forecast
transactions which did nottake place The amount was in
respect of interest rate hedges on proposed borrowings
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No ameunts were recognised in 2012 of 2011 as a result 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 116 CASH FLOWS, GAINS AND LOSSES FROM CASH FLOW HEDGES

inone In more than

i1 € miliion Within one year to five years frve yeais Total
2012

Cash flows from hedged transactions - Bt CE] [ L3 IS ) B, &
Cash flows from hedging nstroments — il ~28 42
Gain/loss -29 -42 -28 -99
201

Cash flows from hedged transactions -223 =19 -53 -295
Cash {lows from hedging instruments ~-51 -97 -13 =161
Gain/loss -31 -26 -10 -67

Farr value hedges
The Linde Group uses Interest rate swaps to hedge the
exposure to changes in the fair value of financial assets
and financial habihities as a result of interest rate changes
If the hedge 15 determined to be effective, the carrying
amount of the hedged item ts adjusted for changes in the
fair value attributable to the hedged risk

The following table shows the changes in underlying
transactions and hedging instruments in fair value hedg-
ing relationships recognised in profit or loss

E 117 FAIR VALUE HEDGES

Fair value of finanaal instruments designated as hedges

E 118 FAIR VALUE OF FINANCIAL INSTRUMENTS
DESIGNATED AS HEDGES

in € mallion 2012 2017
Cash flow hedges

Forward exchange transactions - -8
Interest rate swaps -63 =71
Commodities .2 -25
Ftnancial habilities 94 59

Fair value hedges

in € mitlion 2012 2011
From hedged transactions ~ =77 -17
From hedging nstruments 76 17
INEFFECTIVENESS -1 -

Hedges of a net investment
in a forergn operation
The Linde Group hedges 1ts exposure to translation nsk
by taking out loans In foreign currency and by entering
into forward exchange contracts These hedges generally
qualfy as hedges of net investments in forergn operations
(referred to below as net investment hedges) in accord-
ance with 1as 39 Financial Instruments Recagnition and
Measurement and hence the effective portion of the
hedge s transferred to equity If the foreign operation s
subsequently sold or relinquished, the amount recognised
in equity 1s released to the statement of profit or loss

No amounts were recognised in the 2012 or 2011 finan-
cial years as a result of ineffectiveness in net investment
hedges

Interest rate swaps 166 105

Net investment hedges

Farward exchange transactions 5% -71
Financial habilities in foreign

currencies _ _L815 780
TOTAL 2,046 769

[30] Group statement of cash flows

The statement of cash flows shows the source and apph-
cation of funds In accordance with1as 7 Cash Flow State-
ments, cash flows from operating activities are distin-
guished from cash flows from investing and financing
activities

The cash and cash equivalents disclosed in the state-
ment of cash flows comprise all cash and cash equivalents
disclosed in the balance sheet 1 e cash in hand, bank
balances and money market funds with a matunty of
three months or less Cash and cash equivalents of
EUR 10 m (2011 EUR 8 m) are subject to drawing restric-
tions as aresult of currency export restrictions The cash
flows from investing and financing activities are calcu-
lated on the basis of payments, while the cash flow from
operating activities 1s denived indirectly from earnings
before taxes on income
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When the cash flow from operating activities 1s calcu-
lated, the changes n assets and liabihties are adjusted
for the effects of currency translation and changes in
Group structure As aeesult, 1t1s not possible to reconcile
the figures to the differences between the headings in
the pubhshed Group statement of ftnancial position

Distributions received and income taxes paid included
in cash inflow from operating activities are disclosed sep-
arately Cash inflows from assocrates and joint ventures
are disclosed in cash inflow from operating activities
Finance income from embedded finance leases (IFrIC 4/
145 17) has been ncluded in cash inflow from operating
actwities, due to the fact that such income s clearly re-
lated to the operating business of The Linde Group From
the 2012 financial year, capitahsed berrowing costs for
quahfying assets of EUR 44 m (2011 EUR 31 m) are being
disclosed in cash flow from investing activities Capital-
ised borrowing costs have until now been disclosed in
cash flow from financng activities This change in pres-
entation gives a clearer picture in the cash flow statement
The prior-year figure has been adjusted accordingly All
other interest payments are disclosed in cash flow from
financing activities

See the Group cash flow statement for cash outflows
relating to newly consohdated compantes In the Group
statement of financial positian, an amount of EUR 26 m
(201 eur 4 m) has been recognised as liabilities which
are not included n the cash outflows for consohdated
companies This relates to centingent purchase price
payments

The total increase in cash and cash equivalents as a
result of acquisitions was Eur 179 m (2011 Eur 1 m) There
was no change 1n cash and cash equivalents as a result
of disposals

Investing activities comprise additions to and dispos-
als of tangible assets, financial assets, intangible assets
and consohdated compames Additions and disposais in
fareign currency have been translated at average rates

[31] Segment information

IFRS 8 Operating Segments requires operating segments
to be defined pnimanly on the basis of internal manage-
ment within the organisation The scope of the financial
information prepared for segment reporting corresponds
to the information made avallable on a reqular basis to
the full £xecutive 8oard

The organisational structure in the gases business 1s
denved from management at regional level The operat-
ing segments within the Gases Division therefore com-
pnse the following eight Regional Business Units (Reus)
North America, South Amernica, Continental & Northern
Eurape, Africa & uk, Eastern Europe & Middle East, South &
East Asia, Greater China and South Pacfic These operat-
Ing segments are aggregated to form the following three
reportable segments

— EMmEA (Europe, Middle East and Africa)
— Asia/Pacific
— AMencas

The Engineering Division and Qther Activities are man-
aged separately on a global basis In accordance with
IFRS 8, The Linde Group therefore reports in five reporta-
ble segments The “Reconcliation” column comprises
corporate activities and consolidation adjustments

A bnief descniption of the reportable segments is gtven
below

Gases Division (EMEA, Asta/Pacific

and the Americas)

Production, sale and distribution of gases for applications
in industry, medicine, environmental protection and n
research and development In addition, this division of-
fers techmical application know-how, specialised services
and the necessary hardware to use the various gases The
business model in the three reportable segments within
the Gases Division {EMEA, Asia/Pacific and the Americas)
1s largely identical in each segment

Engineering Division

Design and realisation of turnkey olefin plants and plants
for the production of hydrogen and synthesis gases and
the processing of natural gas, as well as the design and
realisation of air separation plants and pharmaceutical
plants This division also develops and manufactures plant
components and offers specialised services

Other Activities

Other Activities compnses Gist, a leading supphier of logis-
tics and supply chatn solutions with business operations
mainly in the uk
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Segment accounting policies
For the reportable segments, the same accounting poli-
cies apply as those set outin i wore [7] Exceptions apply
to Group financing which 1s generally allocated to Corpo-
rate Pension obligations are allocated to the segment in
which the relevant employees work The provision for
existing pension obligations ansing from the Boc pension
plan in respect of the legal entrties in the uk 1s allocated
to the eMea segment The service cost was charged to the
emEA and Corporate segments Transactions between the
reportable segments described above are conducted un-
der 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 105 m (2011 EUR 71 m) have been apphed to revenue
Therefore, it 15 not possible to arrive at the figure for the
Gases Division as @ whole by merely adding together the
figures for the reportable segments in the Gases Division
Segment profit 1s calculated on the basis of operating
profit, which 1s defined as earrings before interest, tax,
depreciation and amortisation (e8ITpA), including the
share of income from joint ventures and associates
Capital expenditure per segment represents the
amounts invested during the financial year from the point
of view of the subsidiary included in the “Reconciliatton”
column are not only the consolidation adjustments re-
quired from the Group's point of view, but also adjust-
ments as 3 result of variances 1n Greup acquisition and
manufacturing cost as a result of supplies made by the
Engineering Division to the Gases Division
The reconciliation of segment revenue to Group reve-
nue and segment operating profit to Group earnings be-
fore taxes on income are shown below

E 1719 RECONCILIATIONS OF SEGMENT REVENUE
AND OF THE SEGMENT RESULT

in € million 2012 2011
Revenue

Total revenue from the

reportable segments 15,748 14,176
Conschdation -468 -389
GROUP REVENUE 15,280 13,787
Opergting profit

Qperating profit from the

reportable segments 3,780 3,409
Operating profit frem corporate

actuivities . -203 -130
Amortisation and depreciation 1,538 1,300

of which fair value adjustments
identified in the course of the

soc purchase prce allocation _ 238 242
of which impaiments 46 26
Finanoial income 354 359
Financial expenses 659 650
Consolidation -47 -69

PROFIT BEFORE TAX 1,687 1,619

{32] Employees

The average number of employees (including part-time
employees pro-rata) can be analysed as follows

E 120 EMPLOYEES BY REPORTABLE SEGMENT

2012 2011

Gases Dviston 45,109 38,469
EMEA 21,438 20,819
Asia/Patific 11,032 10,515
Amenicas _ 12,639 7,135
Engtneernng Division 6454 6,110
Other Activities 4739 4,963
GROUP 56,302 49,542




181

LINDE FINANCIAL REPORT 2012

[33] Recommendation for the
approval of the annual financial
statements and appropriation

of profit of Linde AG

The unappropidted profit of Linde A6 was EUR 500,010,213 60

(2011 EUR 427,653,502 50)

The annual financial statements of Linde ac prepared
in accordance with the German Commercial Code (HGB)
and the German Stock Corporation Law (AkiG) are pub-
hished and filed tn the German Federal Gazette {Bunde-

sanzeiger)

E 121 BALANCE SHEET OF LINDE AG - ASSETS

E 723 INCOME STATEMENT OF LINDE AG

in € mithon 2012 2011
REVENUE 3,153 2,028
Cost of sales 2,264 1,204
GROSS PROFIT 889 824
Markettng and selling expenses 298 292
Research and development costs 140 135
General administration expenses 352 329
Other operating income _ 404 328
Oiher operaling expenses 237 198
investment Income ) 467 422
Other interest and similar income 279 201

of which from atfihated
companies € 250 million
{2011 € 170 miihon)

Amortisation of financial assets and
secunities hetd as current assets 23 3

Interest and similar charges 403 297

of which 1o atfiiated companies
€ 292 milhon (2011 € 247 million)

PROFIT ON ORDINARY ACTIVITIES o 586 s
Extraordinary income 15 -
Income tax expense 40 50
PROFIT FOR THE YEAR 561 a7
Transfer 1o revenue reserves -6l -43
UNAPPROPRIATED PROFIT 500 428

m € milllon 31122012 31122011
Intangible assets 92 76
Tangible assets 358 335
Ftnancial assets 17,439 13,661
NON-CURRENT ASSETS 17,889 14,072
Inventories 1,468 2,232
Less advance payments received T
from customers _ -1,468 -2,232
Recetvables and other assets 1,411 1,018
Secunties 81 1,050
Liquid assets _ 587 499
CURRENT ASSETS 2,799 2,567
PREPAID EXPENSES AND DEFERRED
CHARGES 17 11
TOTAL ASSETS 20,705 16,650
E 122 BALANCE SHEET OF LINDE AG -
EQUITY AND LIABILITIES

n € milhion 31122012 311220
Capital subscribed 474 438

Conditionally authonsed o

capital of € 104 million

(2011 € 97 million)
Capital reserve 6,561 5141
Revenue reserves 2,073 2,007
Unappropnated profit 500 428
EQUITY 9,608 8,024
Provisions for pensions and simifar
obligations 471 455
Other provisions 898 886
PROVISIQONS 1,369 1,341
LIABILITIES 9,728 7,285
TOTAL EQUITY AND LIABIUITIES 20,705 16,650

The Executive Board recommends that, when the annual
financial statements of Linde AG are approved at the
meeting of the Supervisory Board on 6 March 2013, the
Supervisory Board proposes that the appropniation of
profit of EuR 500,010,213 60 (2011 EUR 427,653,502 50) be
voted on the Annual General Meeting an 29 May 2013

— payment of a dividend of Eur 2 70 (2011 EUR 2 50) per
no-par value share entitled to dividend The total div-
Idend payout for 185,188,968 (2011 171,061 401) NQ-par
value shares entitled to a dividend amounts to
EUR 500,010,213 60 (2011 EUR 427,653,502 50)

The 36,408 treasusry shares held by the Company without
any dividend entitlternent at the time of the proposal are
not included in the calculation of the amount to be dis-
tributed
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[34] Related party transactions

In addition to the subsidiaries included in the Group fi-
nancial statements, Linde as 15 related, directly or indi-
rectly, while carrying out its normal business activities
to non-consolidated subsidiaries, joint ventures and as-
soctates The business relationships with these companies
are geneially conducted under the same conditions as
for non-related third parties Related companmies which

E 124 REVENUE WITH RELATED PARTIES

are controlled by The Linde Group or over which The
Linde Gioup may exercise significant influence are dis-
closed in the list of shareholdings, arranged by division

The full list of Group shareheldings _» wo71e fe1) has
been filed 1n the German Federal Gazette The information
about the remuneration of the Executive Board and the
Supervisory Board 1s set out in s voTE [35]

The velume of transactions of The Linde Group with
these related parties was as follows

Services provided by the Group to related parties

2012 20M
Non-  Associotes Other Non-  Assoclotes Other
consolidoted or jormt related consolideted or foint refated
n € million subsidraries ventures parlies fotal  subsidianes ventures partres Total
Sales of goods . 8| -l . _ 8 - 18 - 18
Revenue based on Po( . 82 - ___ 82 1 93 - 94
QOther revenue - 40 - 40 - 43 - 43
Services provided by related parties to the Group
E 125 PURCHASED GOODS AND SERVICES FROM RELATED PARTIES
2012 2011
Non-  Associates Other Non-  Associotes Other
consolidated or poiml related consoirdated or yoint reloted
i € mrifron subsrdiaries ventuies partres Tote!  subsidiaries ventures porties Total
Goods purchased from related parties 9 38 -1 47 - 7 - 7
services purchased from related parties 11 98 - 109 - 127 - 127
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Related parties include the members of the Executive
Board and Supervisory Board In 2012, Linde purchased a
100 percent interest In an investment from the family
company of a member of the Supervisory Board at a pur-
chase price of EUR 2 1 m The transaction was conducted
under the usual market conditions Other than this, there
were no sigmficant transactions between The Linde Group

=126 RECEIVABLES FROM AND LIABILITIES TO RELATED PARTIES

and members of the Executive Board and Supervisory
Board which are outside the bounds of existing employ-
ment, service and appointment agreements of remuner-
ation contracts

At the balance sheet date, receivables from and lhabil-
ities to related parties were as follows

3112 2012 3112 2011
Non  Associates Other Non-  Assoclotes Other
consohdeted or joint related consclidoted or jernt related
n € mithgn subsidiories ventures parties Tatgl  subsidianes ventyres parties fotal
Receivables from related parties 6 228 - 234 3 265 - 268
Liabilities to related parties 1 24 - 25 1 24 - 25

In additron, there were charge-free guarantee agree-

ments at the balance sheet date relating to assoctates and

joint ventures of eur t6 m (2011 Euk 28 m) These are dis-
closed as contingent habiities in _ wore [38] At the bal-

ance sheet date, there were also open purchase orders
relating to joint ventures of EUR 57 M {2041 EUR 94 m)
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[35] Additional information
about the Supervisory
Board and Executive Board

Supervisory Board
In the 2012 financial year, the total remuneration of mem-
bers of the Supervisory Board for discharging therr duties
In the parent company and in the subsidianes, inciuding
VAT, Was EUR 2,706,027 {2011 EuR 2,730,447) Qf this
amount, EUR 1,017,711 (2011 EUR 1,023,107) related to fixed
emolumentis and £UR 1,632,386 {2011 EUR 1,656,764) 0
variable emoluments

At 31 December 2012, there were no advances or foans
to members of the Supervisory Board This was also the
case at 31 December 2011 Moreover, the members of the
Supervisory Board received no emoluments or benefits
for any personal services they provided, such as consul-
tancy or mediation sefvices

Executive Board

=127 EMOLUMENTS OF THE EXECUTIVE BOARD

n€ 2072 2011
Fixed emoluments 3,858,540 4,266,645
vanable emoluments

short-term 5,597,873 7,518,516
variable emoluments

long-teim 3,731,916 -
TOTAL CASH EMOLUMENTS 13,188,329 11,785,161

in accordance with changes to the system of remunera-
tion decided by the Supervisory Board which came into
effect on 1 January 2012, 60 percent of the vanable cash
emoluments is pard in cash after the end of the relevant
financial year, while a0 percent 1s converted into virtual
shares and 15 not paid for at least another three years
These virtual shares are therefore a new long-term com-
ponent of remuneration The amount paid out depends
on movements in the price of Linde shares

in the 2012 financial year, under the 2012 Long Term
Incentive Plan approved at the Annual General Meeting,
58,934 aptions were granted to members of the Executive
Board as part of their total emoluments (in 201, 68,573
options were granted to members of the Executive Board
under the 2007 Performance Share Programme ) The op-
ttons had a value on the grant date of Eug 47 51 (201
EUR 51 04) per aption In additton, 6,406 nghts to matching
shares (2011 0) were granted as part of the total emolu-
ments of the Executive Board These had a value on the
grant date of EUR 109 26 per matching share The total
amount of share-based emoluments of the Executive
Board in the 2012 financial year was EUR 3,255,080 (2011
EUR 4,698,279)

In 2012 and 2011, there were no advances or loans to
members of the Executive Board

The service cost of pension obligations in respect of
members of the Executive Board 1n the 2012 financial year
Wwas EUR 1,498,236 (201 1,264,518} Total remuneration
paid to former members of the Executive Board and thetr
surviving dependants amounted to EUR 2,907,672 (201
EUR 2,841,716) A provision of EUR 39,260,114 (2011
EUR 36,903,317) has been made in the Group financial
statements for current pensions and future pension ben-
efits inrespect of former members of the Executive Board
and thewr surviving dependants

The remyneration report presents the basic features
and structure of the remuneration of the Executive Board
and Supervisory Board It also includes information re-
quired to be disclosed by tas 24 17 The remuneration re-
port forms part of the Group management report and s
presented on _ paGes 21 10 32 of the 2012 Annual Report

[36] Declaration of Comphance
with the German Corporate
Governance Code and Declaration
on Corporate Governance In
accordance with § 289a of the
German Commercial Code (HGB)

The Executive Board and Supervisory Board of Linde AG
approved the prescribed declaration pursuant to § 161 of
the German Stock Corporation Law (AktG) on the recom-
mendations of the German Corporate Governance Code
and made it avarlable to shareholders on a permanent
basis The Declaration of Complhiance has been pub-
lished on the Internet at www tINDE COM/DECLARATIONGF
compLiance The Declaration an Corporate Gavernance
can be found on the Internet at www LINDE COM/CORPORATE
GOVERNANCE

A detalled commentary on corporate governance at
Linde 15 set out in the Corporate Governance section of
the annual report
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[37] Other Board memberships

[Disclosures regarding other Board memberships
are as at 31 December 2012]

Supervisory Board

Members of the Supervisory Board of Linde Aktien-
gesellschaft are members of the following other
German supervisory boards and comparable German
and foreign boards

DR MANFRED SCHNEIDER

Charrman of the Supervisory Board of Linde A,
Chairman of the Supervisory Board of Bayer AG
{retired on 30 September 2012)

— EXTERNAL OFFICES
RWE AG (CHAIRMAN)

HANS-DIETER KATTE

Deputy Chairman of the Supervisory Board of Linde ag,
Chatrman of the Pullach Works Councll,

Engineering Division, Linde AG

MICHAEL DIEKMANN

Second Deputy Chairman of the Supervisory Board
of Linde g,

Chairman of the Beard of Management of Allilanz se

— EXTERNAL OFFICES
BASF SE
Siemens AG

— GROUP OFFICES
Allianz Asset Management ac (Chatrman)
Alhanz Deutschland ac

— GROUP OFFICES
Alllanz France s A
(Vice-President of the Administratrve Board}
AlhanzSpA

PROFESSOR DR
ANN-KRISTIN ACHLEITNER

Professor at the Technical
University Muntch (Tum)

-1 EXTERNAL QFFICES
METRO AG

— EXTERNAL OFFICES
GDF SUEZ 54, Palts, France
(Member of the Adminstrative Board)
Vontabel Holding ag, Zunch, Switzerland
{Member of the Admmistrative Board)
Bank vontobel A, Zuiich, Switzerland
{Member of the Admmistrative Board)

DR CLEMENS BORSIG
Chairman of the Supervisory Board of Deutsche Bank Ag
(retired on 31 May 2012)

— EXTERNAL OFFICES
Bayer AG
Daimler ag

— EXTERNAL OFFICES
Emerson Elecinc Company
{Member of the Board of Directors}

ANKE COUTURIER
(appointed on 6 December 2012)
Head of Global Pensions, Linde AG

GERNOT HAHL
Chairman of the Worms Works Counail,
Gases Division, Linde AG

THILO KAMMERER
Trade Umion Secretary, 16 mMetall

— EXTERNAL OFFICES
KION GROUP GmbH
KION Holding 1 GmbH

MATTHEW F C MIAU
Chairman of MITAC-sYNNEX Group, Taiwan

— EXTERNAL QFFICES
BOC LIENHWA INDUSTRIAL GASES CO LTD
(Member of the Board of Directors)
Winbond Electronics Corporation
{Member of the Board of hirectors}

— GROUP OFFICES
Getac Technology Corporation
(Member of the Board of Directors)
Synnex Corporation
(Member of the Board of Directors)

KLAUS-PETER MULLER
Charrman of the Supervisory Board of Commerzbank A6

— EXTERNAL OFFICES
Commerzbank A6 (Chairman)
Freseniys SEGCO KGaa
Fresenius Management St

— EXTERNAL OFFICES
Landwirtschaftliche Rentenbank
(Member of the Adminustrative Board)
Parker Hanmfin Corporation
(Member of the Board of Directors)

— MEMBERSHIP OF OTHER GERMAN SUPERVISORY BOARDS

— MEMBERSHIP OF COMPARABLE GERMAN
AND FOREIGN BOARDS
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JENS RIEDEL
Chairman of the Lteuna Works Council,
Gases Division, Linde AG

XAVER SCHMIDT
Secretary to the Executive Board of 16 Bergbau, Chemie,
Energie Hannover

— EXTERNAL OfFICES
8erufsgenossenschaftliches Umiversitatsklhimkum
8ergmannsheit GmbH
(Alteinate Chairman)

The following member retired from the Supervisory
Board 1n the 2012 financial year

(The information provided relates to the date of
retirement )

JOSEF SCHREGLE

(retired an 31 October 2012)

Director of Finance for emea (Europe, Middle East, Africa)
for the Engineering Division, Linde A6

Executive Boord

In addition ta thew individual management functions in
affiliated companies and in companies 1in which an
Investment 1s held, members of the Executive Board of Linde
Aktrengesetlschaft are members of the foltowing German
supervisory boards and comparable German and foreign
boards

PROFESSOR DR WOLFGANG REITZILE
Chief Executive Officer

— EXTERNAL QFFICES
Continental Ac (Charrman)

— EXTERNAL OFFICES
Holaim Ltd |, Switzerland
(Member of the Administrative Board)

PROFESSOR DR ALDO BELLIONI
member of the Executive Board

THOMAS BLADES
member of the Executive Board
(appointed on 8 March 2012)

GEORG DENOKE
Member of the Executive Board

SANJIV LAMBA
Member of the Executive Board

—/ GROUP OFFICES
BOC INDIA LIMITED
{Chairman of the Board of Directors)

= MEMBERSHIP OF OTHER GERMAN SUPERVISORY BOARDS

— MEMBERSHIP OF COMPARABLE GERMAN
AND FOREIGN BOARDS
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[38] Contingent liabilities and
other financial commitments

E 128 CONTINGENT LIABILITIES

mn € million 311212 3rizn
Guarantees 5 4
Warranties 58 70
TOTAL 63 74
Litigation

The Linde Group or one of its Group companies are In-
volved in current or foreseeable legal or arbitration pro-
ceedings In the normal course of business

In 2010, the Brazihan competiion authernty cADe im-
posed fines on a number of gases companies, including
Linde’s Brazthan subsidiary, on the grounds of alleged
anticompetitive business cenduct in the years 1998 to
2004 The amount relating to The Linde Group I1s around
EUR 80 M Seen from today’s perspective, Linde assumes
that this deasion will not stand up to judicsal review

Linde 15 also party to various current or foreseeable
legal or arbitration proceedings n respect of which the
probability of a claim 1s unhkely or the impact on the
economc situation of The Linde Group will be immatenal
Appropniate provisions for potential financial habilities
have been made n the retevant Group company for all
other proceedings in which Linde 15 involved

E 129 OTHER FINANCIAL COMMITMENTS

n € million 311217 3rzn
Obligations under non-canceliable

operating leases 656 595
Capital expenditure commitment

{tangible fixed assets) 401 223

Capital expenditure commitment
{intangible assets) L

TOTAL 1,068 823

Total minimum lease payments under non-cancellable
operating leases are analysed by due date as follows

E 130 PROCUREMENT LEASES

€ millron 311212 3rizn
Total mimimum lease payments
{gross investment)
due within one year 169 137
due in one 1o five years 307 272
due in more than five years 180 186
656 595

The mimmum lease payments relate to leased buildings,
technical equipment, fixtures, furniture and equipment
(procurement leases} Theyare in respect of a large num-
ber of individual lease agreements In the 2012 financial
year, costs ansing from operating leases of eur 232 m
(2011 EUR 197 m) were recognised

The Engineenng Division regularly enters into con-
tracts with consertium partners to build turnkey indus-
tnial plants, under which the consartium 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 hability should be split between the
partners At present, there are plant construction orders
with our consortium partaers totalhng eur 1655 bn (20m
Eur 1114 bny Linde currently anticipates that there will be
no claim on the joint and several hability and has there-
fore not disclosed any contingent hability in respect of
these contracts
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[39] Auditors” fees and services
kpmaG, the auditors of the Group financtal statements, pro-
vided the following services to companies in The

Linde Group

E= 131 AUDITORS' FEES AND SERVICES

2012 2011

Thereof Thereof
n € mithon Group KPMG AG" Group KPMG AG'
Audit (Including expenses) w3 B8 2
Other attestation services 2 1 3 1
Tax consultancy 2 - 2 1
QOther services 1 1 1 -
TOTAL 15 5 14 4

1 kw6 aG Wirtschaftsprifungsgesellschatt

In the table above, audit compnises the fees for the audit
of the consolidated financial statements of The
Linde Group and of the statutory annual financial state-
ments of Linde AG and the subsidianes mcluded in the
consohdated financial statements

Other attestation services comprise mainly reviews of
the quarterly reports, the 1ssue of a comfort letter, due
diligence reviews, confirmation of compliance with spe-
oific contractual agreements and other review procedures

Tax consultancy costs relate mainly to the preparation
of tax returns, transfer pricing analyses, advice to employ-
ees who work outside therr home country and tax advice
relating to current or proposed business transactions
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[40] Reconcihiation
of key financial figures

To provide better comparability, the key financial figures
relating to The Linde Group have been adjusted below for
the effects of the purchase price allocation in accordance
with 1FRS 3 on the acquisition of goc and the other acqui-
sitions directly related to the Boc transaction

E132 ADJUSTED KEY FINANCIAL FIGURES

311212 3771211
Adjusted key Adjusted key
Non-GasP ftnancial Non GAAP financiat
in € muithon Asceparted  adjustments figures As reparted  qdiustments frgures
Revenue 15,280 - 15,280 13,787 - 13,787
Cost of sales -9,755 50 -9,705 -8,766 52 -8,714
GROSS PROFIT 5,525 50 5,575 5,021 52 5,073
Research and development costs, marketing,
selling and administration expenses -3,758 188 -3,570 -3,292 190 -3,102
Other operating income and expenses 133 - 133 105 - 105
Share of profit of loss from associates and joint ventures
(at equity) 92 - 92 76 - 76
EBIT 1,992 238 2,230 1,910 242 2,152
financeal result _ o305 - -305 -291 - -291
Income tax expense -3631 -85  -448 ~375 -101 -476
PROFIT FOR THE YEAR 1,324 153 1,477 1,244 141 1,385
attnibutable to Linde aG shareholders 1,250 153 1,403 1,174 141 1,315
attributable to non-controlling interests 74 - 74 70 - 70
Equity including non-controlling interests 13,658 -496| 13,162 12,144 -649 11,495
Plus Finanaia! debt 10,124 - 10,124 7,768 - 7,768
Plus Liabilities from finance leases 80 - 80 46 - 46
Less Recelvables from finance leases L 291 - 291 352 - 352
Less Cash, cash equivalents and securities 2,041 - 2,041 2,674 - 2,674
Plus Net pension obligations 830 - 830 611 - 611
CAPITAL EMPLOYED 22,360 -4956 21,864 17,543 -649 16,894
EARNINGS PER SHARE in € - UNDILUTED 703 - 789 688 - 771
EARNINGS PER SHARE In € - DILUTED 697 - 783 682 - 763
RETURN ON CAPITAL EMPLOYED (ROCE) n % 100 - 15 1190 - 130
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fa1] List of shareholdings of The
Linde Group and Linde AG at

31 December 2012 In accordance with
the provisions of § 313 (2) No 4 of
the German Commercial Code (HGB)
The results of companies acquired in 2012 are included as
of the date of acquisition The information about the eq-
wity and the netincome or net loss of the companies is

as at 31 December 2012 1 accordance with IFRs, unless
specifically disclosed in the notes below

E 133 COMPANIES INCLUDED IN THE GROUP FINANCIAL STATEMENTS (IN ACCORDANCE WITH IAS 27)

Partrcr Net
Loun- poling Thereof income/
Registered office try interest tinde AG EqQuity net loss Note
n m M "
peitenl percent € miuthon € mithon
Gases Division -
EMEA
AFROX - Africa Oxi1génio, Limitada Luanda AGO 100 25 11
LINDE GAS MIDDLE EAST LLC Abu Dhabi ARE 49 49 -58 -21 e
LINDE HELIUM M E FI(0 Jebel Al ARE 100 13 03
Linde Electronics GmbH Stadl-Paura AUT 00 77 09
Linde Gas GmbH Stadl-Paura AUT 100 1795 50
Bad
wimsbach
PROVISIS Gase & Sefvice GmbH Neydharting AUT 100 02 00
Chemogas N v Grimbergen BEL 100 55 16
Linde Gas Belgium Nv Grimbergen |  BEL 100 18 24
tinde Homecare Belgium spaL sombreffe BEL 100 100 650 -01
Bossat Trade E00D Stara 2agora| BGR 100 100 ~-01 00
Linde Gas Bulgaria eooD StaraZagora| BGR 100 84 -04
Linde GaseHd o © Zenical  BIM 85 85 110 -03
"Linde Gaz Bel” FLiC Telmy 8LR 100 99 10 03
AFROX GAS & ENGINEERING SUPPLIES —
(BOTSWANA) (PTY) LIMITED Gaborone{ Bwa 100 00 00
BOTSWANA DXYGEN {OMPANY (PTY) LIMITED Gaborene| Bwa 100 16 16
BOTSWANA STEEL ENGINEERING (PTY) T
LIMITED Gaborone | Bwa 100 00 0o ¢, d
HANDIGAS (BOTSWANA) (PTY) LIMITED Gaborone _Bwa 100 00 [N H]
HEAT GAS (PTY) LIMIFED Gaborone | Bwa 100 oo 00
KIDDO INVESTMENTS (PTY) LIMITED Gaborone _Bwa 100 -05 00
PanGas AG Dagmersellen|  cHE 100 837 331
ROC GASES & WELDING {DRL) LIMITED Lubumbashi | _cop 100 0o 00 ¢, d
LINDE HADJIKYRIAKOS GAS LIMITED Nicosia _Lye 51 51 87 09
Linde Gasa s Prague CZE 100 2109 596
Linde Sokolovskd sr o Prague| cIE 100 624 70
Heins & Co GmbH Bremen DEV 100 01 - 2
Hydromotive GmbH& Co k& Leuna DEU 100 100 20 03
Hydromotive Verwaltungs-GmbH leuna| DEU 100 100 01 0o
Linde Electronics GmbBH& (o KG Pullach| oeu 100 100 250 03
tinde Electronics verwaltungs GmbH Putlach DEU 100 100 37 02
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E 133 COMPANIES INCLUDED IN THE GROUP FINANCIAL STATEMENTS (IN ACCORDANCE WITH 1AS 27)

Portici- Net
Coun- pating Thereof income/
Requstered office try interest unde AG Equity net loss Note
m in n m
percent percent € million € million
Linde Gas Produktionsgesellschaft
mbH& (0 k6 Pullach DEU 100 100 3450 -02
unter-
Linde Gas Therapeutics GmbH schleiBheim OEU 100 249 - a
Linde Gas Verwaltungs GmbH Pullach DEU 100 100 01 00
Linde Medical GmbH Bochum DEU 100 220 - a
Linde Remeg Deutschland GmbH Mahlow | DEu 100 37 - a
Linde Welding GmbH Pullach DEU 100 03 - a
Martens Schweiitechnik GmbH Rastede DEU 100 12 - a
mTa GmbH Medizin-Technischer
Anlagenbau Saifauf| DEu 100 01 - a
Teqga-Technische Gase und Gasetechnik
Gesellschaft mit beschrankter Haftung waorzburg| pev 100 100 31 -
dnterbichler Gase GmbH Munich DEY 100 100 09 -
AGA A/S Copenhagen DNK 100 113 57
Linde Gas AlgeneSp A Algiers DIA 66 66 669 14§
Abellé Linde, s a Barcelona £sp 100 100 1139 -36
LINDE ELECTRONICS, S L Barcelona ESP 100 -15 =11
Linde Médica, s L Barcelona ESP 100 206 5 99
LINDE MEDICINAL, § L Cérdoba ESP 100 3402 47
AS Eesti AGA Tallinn EST 100 177 42
Kinteisto Oy Xarakaasu Espoo FIN 100 -21 00 C
Kuntersto Oy Karaportt Espoo FIN 100 -34 00 C
Oy acA 3b £5p00 FIN 100 56 4 417 C
Teollisuuskaatsut Suomi Oy Espoo FIN 100 24 00 4
tk-Teolhisuuskaasut Oy Espoo FIN 100 -02 -01 C
Henno OxXygene sas Pans FRA 100 14 02
Hold'AIr SAS Pans FRA 100 02 00
LINDE ELECTRONICS SAS saint-Priest FRA 100 ZB 04
Linde France s A saint-Priest FRA 100 ie4a7 203
Linde Médical Domicile s A Amiens FRA 100 02 -02
Linde Homecare France sas Saint-Priest FRA 100 251 013
ALLWELD INDUSTRIAL AND WELDING SUPPLIES
LIMITED Nottingham GER 100 -02 =01 c d
BOC HEALTHCARE LIMITED Guildford | aBR 100 05 01
BOC HELEX Guildiord GER 100 3,764 1 793
COTSWOLD INDUSTRIAL & WELDING SUPPLIES
LIMITED Notuingham GBR 100 -03 00 c, d
EXPRESS INDUSTRIAL & WELDING
SUPPLIES LEMITED Nottingham GBR 100 10 02 c, d
FLUOROGAS LIMITED Guidiord GBR 100 01 00
FUTURE INDUSTRIAL AND WELDING SUPPLIES
LD Notiingham GBR 100 a7 03 [
GAFFNEY INDUSTRIALE
WELDING SUPPLIES LTD Nottingham GBR 80 13 03 c.d
6AS & GEAR LIMITED Notungham| 68Rr 100 0e 00 c, d
GAS INSTRUMENT SERVICES LIMITED Nottingham GBR 100 00 00 ¢, d
GWYNEDD INDUSTRIAL AND WELDING
SUPPLIES LIMITED Nettingham GER 100 -02 -01 c,d
INDUSTRIAL & WELDING SUPPLIES
(NORTH WEST) LIMITED Nottingham GBR 100 -20 -01 c d
INDUSTRIAL & WELDING SUPPLIES LIMITED Nottingham GBR 100 00 oo ¢, ¢
INDUSTRIAL AND WELDING MANAGEMENT
LIMITED Nottingham i Ger 100 0t o0 c.d
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E 133 COMPANIES INCLUDED IN THE GROUP FINANCIAL STATEMENTS (IN ACCORQANCE WITH {AS 27)

Partict- Net
Coun- panag Thereof ncome/
Registered office try nterest tinde AG Equity net loss Note
n in n n
percent percent €miilion €millhon
INDUSTRIAL SUPPLIES & SERVICES LIMITED Notingham |  68R 100 18 -17 ¢, d
LEEN GATE INDUSTRIAL & WELOING SUPPLIES T
(SCOTLAND) LIMITED Notungham| _GBR 100 13 01 ¢, d
LEENGATE HIRE & SERVICES LIMITED Notungham| Gar 100 00 00 c, d
LEENGATE INDUSTRIAL & WELDING SUPPLIES T
(CANNOCK) LIMITED Nottingham GBR 100 -10 -01 c.d
LEENGATE INDUSTRIAL & WELDING SUPPLIES
(LINCOLN) LIMITED Nottingham GBR 100 03 00 ¢ d
LEENGATE INDUSTRIAL & WELDING SUPPLIES T
{NORTH EAST) LIMITED Nottingham | 68g 100 20 03 ¢ d
LEENGATE INDUSTRIAL & WELDING SUPPLIES T
(NOTTINGHAM) LIMITED Nottingham{ eeer 100 -01 -03 ¢, d
LEENGATE INDUSTRIAL & WELDING SUPPLIES T
LIMITED Nottingham| &Br 100 03 00 ¢, d
LEENGATE VALVES LIMITED Nottingham] cer 94 23 08 ¢, d
LEENGATE WELDING LIMITED Nottingham | — GBR 100 00 00 ¢, d
LINDE GAS HOLDINGS LIMITED Guildford| Ger 100 100 00 00
LINDE HELIUM HOLDINGS LIMITED Guildford| cer 100 00 00
PENNINE INDUSTRIALE T
WELDING SUPPLIES LIMITED Nottingham GBR 100 090 00 ¢ d
ROCK INDUSTRIALE
WELDING SUPPLIES LIMITED Nottingham| GBr 88 12 00 .. d
$EABROOK INDUSTRIAL & WELDING SUPPLIES T
LIMITED Nottingham GBR 100 -02 00 ¢ d
W B G SUPPLIES LIMITED Nottingham GBR 100 03 00 ¢, d
WELDER EQUIPMENT SERVICES LIMITED Nottingham| cBr 75 00 01 ¢ d
WESSEX INDUSTRIALG
WELDRING SUPPLIES LIMITED Nottingham GBR 100 -04 -01% . d
AEROSCOPIO HELLAS § A Piraeus GRC n LAl 00 00
Linde Hellas e pE Mandra GRC 100 100 396 -03
LINDE PLINJ 0 O Karlovac| HRv 100 100 45 03
Linde Gz Magyarorszag Irt Répcelak] Hun 100 178 6 357
BOC (TRADING) LIMITED Dublin IRL 100 73 00 ¢, d
BOC GASES IRELAND HOLDINGS LIMITED Dubln| _1RL 100 71 250
B0¢ Gases Ireland Limited Dublin IRL 100 471 288 ¢, d
COOPER CRYOSERVICE LIMITED Dublin IRL 100 17 00
15AGA ehf Reykjavik 15L 100 38 12
Linde Gas Italia s rl Arluno| 1A 100 1441 12
LINDE MEDICALE 571 Arluno|  1ma 100 356 -02
100 Linde Gaz Kazakhstan Almaty KAZ 100 100 214 =16
BoC Kenya Limited Nairobt KEN &5 19 18
AFROX LESOTHO (PTY) LIMITED Maseru LSO 100 15 03
LESOTHO OXYGEN COMPANY (PTY) LIMITED Maseru| 150 100 00 00 ¢, d
AGA UAB Vilnius | 11w 100 52 10
AGA SIA Riga LYA 100 153 21
LINDE GAS BITOLA DOOEL Skopje Skopje| mko 100 07 oo
Afrox Mogambique, Limitada Maputo| moz 100 -10 02z
BOC GASES MOZAMBIQUE LIMITED Maputo| Moz 100 11 00
AFROX INTERNATIONAL EIMITED Portlous| Mus 100 00 00 d
Afrox Malawi Limited Blantyre| mwi 79 22 12
GAS & WELDING PRODUCTS (PTY) LTD windhoek | Nam 100 0o 00
1GL (PTY) LIMITED windhoek _Nam 100 53 28
IGL PROPERTIES {PTY) LIMITED windhoek | Nam 100 05 02
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E 133 COMPANIES INCLUDED IN THE GROUP FINANCIAL STATEMENTS (IN ACCORDANCE WITH 1AS 27)

Paortrc- Net
Coun- pating thereof wmeome/
Registered office try interest Linde AG Equity net loss Note
h in in mn
percent percent € miilion € mithon
Namex Namibia (PTY) LIMITED windhoek LY 100 10 01
REPVILE INVESTMENT NINE (PTY) LIMITED Windhoek _NAM 100 00 00
REPTIE INVES TMENT TEN (PTY) UIMITED Windhoek | Nam 100 00 00
Boc Gases Nigeria Plc Lagos | WNGA 60 82 16
aGa International 8 v Schiedam| — wip 100 2212 43
Beheermaatschappyy De Econoome v schiedam| _wp 100 17 -02
Linde Electronics B v schiedam| ntp 100 50 13
Linde Gas Benejux s v Schiedam| _ntp 100 162 9 254
Linde Gas (ryaservices sy Emndhoven| NLD 100 55 13
Linde Gas Therapeutics Benelux g v Emndhoven NLD 100 585 67
Linde Homecare Benelux s v Nuland NLD 100 99 -28
Mecomia spCBY Schiedam| NLD 100 -44 08
Mecomifa secap v Schiedam NLD 100 10 00
Naamloze Vennootschap Linde Gas T
Benelux schiedam|  NLD 100 274 8 199
AGA AS Oslo| _nor 100 447 339
Eurogaz-GdyniaSp 200 Gdynia| _pot 99 52 10
LINDE GAZ POLSKA Sphtkaz oo Krakow _POL 100 100 124 4 124
Linde Saude, Soctedade Unipessozl, Lda Maia| _PR1 100 419 52
LINDE 50GAS, LDA usbon pRr 100 303 03
LINDE GAZ ROMANIAS R L Timiscara | Rou 100 1314 172
OXAGEN PLUS S R L Bucharest| rou 100 10 03
0A0 "Linde Uraltechgaz” Yekatennburg |  Rus 74 74 113 g6
03¢ "Linde Gas Rus” Balashikha | eus 100 100 689 -06
Linde Jubail Industrial Gases Factory LLC Al-Khobar| sau 100 84 59 -02
Saudi Industnal Gas Company Al-Khobar SAU 51 57 4 -2
LINGE GAS SRBA Industrija -
gasova a d Bele) Betej| see 87 87 93 04
Afes94si0 Bratislava SVK 100 20 05
Linde Gask s Bratislava SVK 100 297 42
LUNDEPLIND C O Celje| sww 100 100 85 11
Ag Held Lidingg]| swe 100 20 00
AGA Fastighet Goteborg as Lidingd _SwE 100 -01 00
aGa Gas Aktiebolag udingd| swe 100 00 00
AGA Industrial Gas Engtneerning T
Aktiebolag Lidingdy  swe 100 00 00
AGA International Investment Aktiebolag Lidingd] swe 100 00 00
AGA Medical Aktiebolag Lidingd | swe 100 00 00
Agationic AB Lidingd _SWE 100 01 00
cryo Aktiebolag Gothenburg ) swe 100 00 00
Flaskgascentralen » Malmo Aktiebolag Svedalal swe 100 00 00
Linde Healthcare g Lidingd | swe 100 105 34
Svenska Aktiebolaget Gasaccumulator Lidingd{ swe 100 01 00
Svels Gas Aktiebolag Ldingd| swi 100 00 00
HANDIGAS SWAZILAND {PTY) LIMITED Mbabane | swz 100 00 00
SWAZE OXYGEN {PTY) LIMITED Mbabane | swz 100 14 14
Linde Gas Tunisie s A Ben Arous TUN 60 60 54 -02
Linde Gazas Istanbul TUR 100 100 558 02
so¢ Tanzama Limited Dar es Salaam TZA 100 07 -01
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=133 C(OMPANIES INCLUDED IN THE GROUP FINANCIAL STATEMENTS (IN ACCORDANCE WITH IAS 27)

Portict- Net
Coun pating Thereof income/
Registered office try interest Lnde AG Equity net loss Note
" in " "
percent percent € million € miltion
soc Uganda Linmted Kampala| vea 100 07 00
pJs¢ "Linde Gaz Ukraine” Drupropetrovsk|  ukr 100 96 294 69
African Oxygen Limited Johannesburg| _zar 56 2120 252
AFROX (PROPRIETARY) LIMITED Johannesburg ZAF 100 00 00
AFROX AFRICAN INVESTMENTS (PTY) LIMITED Jehannesburg LAF 100 59 10 ¢, d
AFROX EDUCATIONAL SERVICES
(PROPRIETARY) LTD Johannesburg IAF 100 00 00
AFROX PROPERTIES (PTY) LIMITED Johannesburg]  zar 100 27 03
AFROX SAFETY (PTY) LIMITED Johannesbuig ZAF 100 39 15
AMALGAMATED GAS AND WELDING (PTY) T
LIMITED Johannesburg 2AF 100 0o oo
AMALGAMATED WELDING AND CUTTING
(PROPRIETARY) LIMITED Johannesburg IAF 100 02 00
AMALGAMATED WELDING AND CUTTING
HOLDINGS (PROPRIETARY) LIMITED Johannesburg| _ zaF 100 00 00
AWCE (PROPRIETARY) LIMITED Johannesburg ZAF 100 [ 00
HUMAN PERFORMANCE SYSTEMS (PTY) o
LIMITED Johannesburg ZAF 100 00 00
INDUSTRIAL RESEARCH AND DEVELOPMENT
(PTY) LIMITED Johannesburg IAF 100 05 01
ISAS TRUST Johannesburg LAF 100 05 0o
NASIONALE SWEISWARE (PTY) LTD Johannesburg IAF 100 00 00
NICOWELD (PTY) LIMITED Sandton IAF 100 00 00
PPE-151Z0 (PTY) LIMITED Johannesburg IAF 00 00 00
SAFETY GAS (PROPRIETARY) LIMITED jahannesburg] _ zaF 100 00 00
AFROX ZAMBIA LIMITED Ndola| me 70 00 00
8oc Zimbabwe {Private) Limited Harare | ZwE 100 186 29
Asta/Pacific
AUSCOM HOLDINGS PTY LIMITED North Ryde AUS 100 1011 00
BOC CUSTOMER ENGINEERING PTY LTD North Ryde [ aus 100 98 17
BOC GASES FINANCE LIMITED North Ryde AUS 100 -06 725
BOC GROUP PTY LIMITED North Ryde | aus 160 00 00
Bo¢ Limited North Ryde AUS 160 68 3 2276
BOGGY CREEK PTY LIMITED North Ryde AUS 100 35 06
CIG PRODUCTS PTY LIMITED North Ryde | aus 100 00 00
ELGAS AUTOGAS PTY LIMITED North Ryde | aus 100 52 00
ELGAS LIMITED North Ryde AUS 100 183 408
ELGAS RETICULATION PTY LIMITED North Ryde __Aus 100 34 05
FLEXIHIRE PTY LIMITED Rockhampton AUS 100 287 68
PACIFIC ENGINEERING SUPPLIES PTY LIMITED North Ryde| aus 100 -17 00
SOUTH PACIFIC WELDING GROUP PTY LIMITED North Ryde| aus 100 192 35
THE COMMONWEALTH INDUSTRIAL GASES PTY
LIMITED North Ryde{ aus 100 00 00
TIAMONT PTY LIMITED North Ryde | aus 160 3o 06
UNIGAS JOINT VENTURE PARTHERSHIP Mulgrave AUS 160 207 10
UNIGAS TRANSPORT FUELS PTY LTD North Ryde _Aus 100 79 00
Linde Bangladesh Limited Dhaka BGD 60 208 46
Anhui JuLan Industnal Gases (o, Lid Lu'an CHN 100 22 00
ASIA UNION (SHANGHAI) ELECTRONIC T
CHEMICAL COMPANY LIMITED Shanghai CHN 100 a0 00
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EE 133 COMPANIES INCLUDED IN THE GROUP FINANCIAL STATEMENTS (IN ACCORDANCE WITH I1AS 27)

Partict Net
Coun- pating Thereof income/
Registerad office iry tnterest Linde AG Equity net foss Nate
" in " in
percent percent €million € milhion
Augce Shanghar o Lid Shanghai| ¢nn 100 12 4 -02
soc {China) Holdings Co, Lid Shanghai| _cun 100 136 6 93
Boc Gases (Nanjing) Company Limited Nanying| CHN 100 83 09
80¢ Gases (Suzhou) Co, Lid Suzhou| N 100 324 63
80C Gases (Tianjin) Company Limited Tranyin CHN 100 16 2 01
8oc Gases (Wuhan) Co, Lid wuhan| CHN 100 66 03
socLH Industnal Gases (Chengdu) Co,
Ltd Chengdu _CHN 100 137 ~01
BOCLH Industnal Gases (DaLian) (o, Ltd Daltan CHN 100 131 04
80CLH Industnal Gases (Shanghai)
Co, Lid Shanghai| «cuN 100 M7 13
BOCLH Industnal Gases
{Songyang) €o , Lid Shanghal CHN 100 -45 -33
BoCLM Industrial Gases (Suzhou) Co, itd Suzhou CHN 100 239 03
BOCLH Industnal Gases (Xiamen) Co, Lid Xtamen CHN 100 28 -02
CONFEDERATE TRADING
(SHANGHAI) €O, LTD Shanghat CHN 100 =03 -03
Helel Juwang Industnal Gas Co, Ltd Hefe CHN 99 75 04
flanyang tinde Medical Gases Company T
Limited Jranyang CHN 100 10 02
Linde Carboric (Wuhu} Company Lid Wuhu ity | CHN 60 43 00
Linde Carbomic Company Ltd , Shanghat Shangha: CHN 60 46 113 07
Linde Dahua (Dalan} Gases Co, Ltd Dalian CHN 50 277 -04 e
Linde Electronics & Speaialty Gases
(Suzhou) Co Ltd Suzhou| _cHn 100 100 88 -21
Linde Gas Ningbo Lid Ningbo |  cHN 100 953 -29
Linde Gas Shenzhen itd Shenzhen CHN 100 66 26
Linde Gas Southeast (Xiamen) Ltd Xiamen CHN 100 30 09
Linde Gas Xlamen Lid Xiamen | _ CHN 160 100 328 24
Linde Gas Zhenhai Ltd Ningbo CHN 100 29 -12
Linde Gases {Changzhou) Company -
Limited Changzhou| c<HN 100 173 -02
Linde Gases {Chengdu) (o, Ltd Chengdu CHN 100 89 -02
Linde Gases {Fushun) Co, itd Fushun CHN 100 46 -07
Linde Gases (Jin) Co , Lid Jin{ —cHN 100 30 02
Linde Gases {Mexshan) Co, Ltd Meisshan _CHN 100 68 o1
Linde Gases {Nanjing) Company Limited Nanying| cHN 100 16 08
LINDE GASES (SHANGHAI) CO, LTD Shanghai CHN 100 147 19
Linde Gases (Suzhou) Company Limited Suzhou CHN 100 20 02
Linde Gases {Wuan) Co, Ltd Wu'an CHN 100 338 -52
Linde Gases {Xuzhou) Company Limted Xuzhou | —cHN 100 145 =36
Linde Gases {Yantai) Co, Ltd Yantai CHN 90 36 10
Linde Gases {Zhangzhou) o, Ltd Zhangzhou _CHN 100 104 04
Linde Gases Daxie Company Limited Ningbo CHN 100 87 09
Linde Huachang (Zhangpagang) Gas
(o tid Zhangpagang| CHN 75 57 10
Linde Lienhwa Gases (Bel)ing) o, Ltd Beying | CHN 100 132 -11
tinde Nanjing Chemtcal Indusinial Park
Gases Lo, Lid Nanjing CHN 100 104 09
Linde-Huayi (Chongqing) Gases o, Lid Changqing CHN 60 42 6 09
Shanghal Boc Huayang Carbon Droxide -
Co, ltd Shangha CHN 80 03 -4
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E 133 COMPANIES INCLUDED IN THE GROUP FINANCIAL STATEMENTS {IN ACCORDANCE WITH IAS 27)

Porlrci- Net
Coun- poling Thereof income/
Registered office try inferest Lnde AG Equity net loss Note
mn n n n
percent percent € miliion € million
Shanghai soc Industnal Gases Company
Limited Shanghai| <¢HN 100 103 14
Shanghai Linhua Gas Transportation Co,
Lid Shangha CHN 190 07 oo
shenzhen Ferying Industnal Gases T
Company Limited Shenzhen CHN 90 07 -06
Wuxs Bo¢ Gases Co, Limited wuxi CHN 100 10 00
B80C (F1J1) LIMITED Larm Suva _m %0 28 13
HKO DEVELOPMENT COMPANY LIMITED Kowloon| HKG 100 00 00
LIEN HWA INDUSTRIAL GASES {HK} LIMITED wan Chai] HKG 100 -10 00 4
Linde Gas (H k ) Linited Hong Keng|  HKG 100 100 316 6 -07
Linde Hko Limited Kowloon HKG 100 405 105
NEW 5IND GASES COMPANY LIMITED TaiPo| HKG 100 10 06
PT Gresik Gases Indonesia Jakarta IDN 97 136 -08
PT Gresik Power Indaonesia Jakarta| 10N 97 29 -03
pT Townsville Welding Supplies Jakarta IDN 100 -07 01
PT LINDE INDONESIA Jakarta| 10N 100 149 06
BOC INDIA LIMITED Kalkata IND 89 1782 123
Linde Japan Ltd Yokohama| jrN 100 100 04 00
Linde Korea Co, Ltd Pohang KOR 100 2150 16
Gyeongsang-
ps Chem Co, Lid nam-do KOR 100 58 01
psG (o, Ltd Busan KOR 51 154 00
Sam Kwang Gas Tech Co, Ltd Seoul KOR 100 44 01
Ceylon Oxygen Ltd Colombo LKA 100 100 195 318
DAYAMOX 5DN BHD Petaling Java| mvs 100 00 00
Linde eox Sdn Bhd Petaling Jaya MYS 100 263 20
Linde Gas Products Malaysia 5dn Bhd Petaling Jaya MYS 100 100 196 32
LINDE INDUSTRIAL GASES (MALAYSIA) T
SDN BHD Petaling Jaya| wmys 30 80 92 00
LINDE MALAYSIA HOLDINGS BERHAD Petaling Java| Mvs 100 748 200
LINDE MALAYSIA SDN BHD Petaling Jaya| mys 100 176 7 422
LINDE WELDING PRODUCTS SDN BHD Petaling Jaya| mvs 100 06 -02
BOC LIMITED Auyckland NZL 100 320 253
BOC NEW ZEALAND HOLDINGS LIMITED Auckland NIL 100 359 28 3
ELGAS LIMITED Auckland N 100 212 16
SOUTH PACIFIC WELDING GROUP (N2) LIMITED Auckland | _ NiL 100 02 00
Linde Pakistan Limited Karachi| _PpaK 60 131 23
BATAAN INDUSTRIAL GASES INC Pasig Crty | _ PHL 100 05 02
BOC (PHILS ) HOLDINGS, INC Pasig Qity | PHL 100 209 a0
CHATSWOOD INC Makati Oty | _ pHL 62 -05 00
C1GC CORPORATION Pasig Gty [ pHL 100 08 01
CRYO INDUSTRIAL GASES, INC Pasig Oty PHL 100 03 01
GRANDPLAINS PROPERTIES, INC Pasig Qity PHL 40 20 04 e
tINDE PHILIPPINES {SOUTHY), INC Mandaue Gty PHL 100 183 1
LINDE PHILIPPINES, INC Pasig City PHL 100 230 14
ROYAL SOUTHMEADOWS, INC Mandaue City |  PHL 40 07 00 e
BOC Papua New Guinea Limited Lae| PNG 7 299 114
Linde Gas Asia Pte Ltd Singapore SGP 100 -06 -11
Linde Gas Singapore Pte Ltd Singapore SGP 100 100 796 -70
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Particl- Net
Coun- pating Thereof income/
Registered office try interest tinde AG Equity net loss Note
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LINDE TREASURY ASIA PACIFIC PTE LTD Singapofe| sep 100 03 01
BOC GASES SOLOMON I5LANDS LIMITED Homara|  sis 100 18 09
KTPV (THAILAND) LIMITED Bangpakong| _THA 100 129 00
Linde (Thailand) Public Campany Limited  Samut Prakan THA 100 172 8 1814
Linde Arr Chemacals Limited Samut Prakan THA 99 329 77
Linde Carbonic Ltd Samut Prakan THA 100 100 20 03
tinde Gas (Thailand) Lid Samut Prakan| _THA 100 12 -01
Linde HyCO Limited Samut Prakan|  THA 100 258 19
miG Production Company Limited Samut Prakan| _THA 54 669 20
RAYONG ACETYLENE LIMITED Samut Prakan| THA 87 24 01
sk1v (Thalland) Limted Bangpakong| _ THA 100 447 -01
TIG TRADING LIMITED Samut Prakan THA 100 59 01
BOC (TONGA) LIMITED Nuku'alofa| 1oON 100 01 00
ASIA UNION ELECTRONIC CHEMICAL
CORPORATION Taiper| _TwN 1090 V] 00
BOC LIENHWA INDUSTRIAL GASES CO, LTD Taiper| TwN 50 206 3 354 4
CONFEDERATE TECHNGLOGY COMPANY
LIMITED Wuchi Town| TwN 39 87 13 [4
FAR EASTERN INDUSTRIAL GASES COMPANY T
LIMITED Kaohswng| vwN 55 93 18 C
LIEN CHEA INDUSTRIAL GASES COMPANY T
LIMITED Chiayi Gity | 1w 100 01 00 4
LIEN CHUAN INDUSTRIAL GASES COMPANY
LIMITED 2hongh|  Twn 100 01 00 4
LIEN FUNG PRECISION TECHNOLOGY o
DEVELOPMENT CO, LTD Taichung Hsten | TwN 100 37 07 [
LIEN HWA COMMONWEALTH CORPORATION faiper| Twn 100 24 14 4
LIEN HWA LOX CRYOGENIC EQUIPMENT T
CORPORATION Taipel| TwN 29 26 05 ¢ d
LIEN SHENG INDUSTRIAL GASES COMPANY o
LIMITED Hsinchu _TwN 100 06 06 4
LIEN TONG GASES COMPANY LIMITED Kaohsiung| Twn 53 02 00 [4
LIEN YANG INDUSTRIAL GASES COMPANY T
LIMITED Yilan| TwN 100 03 00 4
LIEN Y1 1PG COMPANY LIMITED Taoyuan Gty | TWN 60 18 00 ¢, d
LIENHWA UNITED LPG COMPANY LIMITED Taiper | Twn 56 30 04 c
UNITED INDUSTRIAL GASES COMPANY LIMITED Hsinchu |  Twwn 55 1046 242 C
YUAN RONG INDUSTRIAL GASES COMPANY T
LIMITED Taper| tww 60 nz 18 4
AUECC (BVI) HOLDINGS LIMITED Tortola| ves 100 156 -02
BOC LIENHWA {8v1) HOLOING Co , Lid Tortolai vee 100 989 04
PURE QUALITY TECENOLOGY LIMITED Tortola vGB 100 [ 3] o0
SHINE SKY INTERNATIONAL COMPANY LIMITED Tortola _vae 100 156 -02
SKY WALKER GROUP LIMITED Tortola b 100 04 01 C
He Chi Minh T
Linde Gas Vietnam Limited Ciy| vNM 100 100 25 00
Lnde Vietnam Limited Company BaRia| vNm 100 125 00
8o¢ Samoa Limited Ap13| wsm 96 11 02
Americas
BOC GASES ARUBA NV Santa Cruz| aew 100 25 -03
Grupo Linde Gas Afgentina § A Buenos AIfes| ARG 100 65 330 29
Linde Salud s a Buenos Aires| ARG 100 90 -01 -01
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The Hydrogen Company
of Paraguana Ltd Hamilton | BmMu 100 44 8 96
Linde Gases Ltda Baruen| BRA 100 226 2 ~-627
LINDE-BOC GASES LIMITADA Sao Paulo| BRA 100 121 06
1142091 Ontaria (¢ tondon| cAN 100 00 00 4
Contact Welding Supphes Ltd London CAN 100 15 03 ¢
goc de Chiles a Providencia| et 100 S0 00
Linde Gas Chile s a Santiago CHL 100 1221 85
spectra Gases (Shanghai) Trading Co, T
LD Shanghai [ _cHN 160 37 13
Linde Colombia s Bogota oL 100 102 5 49
Linde Gas Curagao N v willemstad ww 100 29 04
LINDE GAS DOMINICANA, SR L Santo Domingo | DoMm 100 43 08
Agua y Gas de Sillunchi s A Quito|  Ecu 100 09 00
Linde Ecuador s A Quig| Ecu 100 311 36
Spectra Gases Limited Guildford| cBr 100 11 -01
BOC GASES DE MEXICO, S A DECV Mexico Cily MEX 100 00 00
Compania de Operaciones de Nitrogeno, o
sa decy Santa Fe| MEX 100 69 28 [4
SERVICIOS DE OPERACIONES DE NITROGEND,
SA DECV Santa Fe| mEx 100 12 01 [4
Linde Gas Perus A Callao PER 100 133 17
Linde Gas Puerto Rico, Inc {atano PRY 100 32 -05
AGA S A montevideo |  ury 100 19 25
Holox Inc¢ Murray Hill USA 100 00 o0
LaG Methanol Lic Wilmingten usa 100 00 0o
Lincare {consolidated financial
statements) including 118 4 730
1534502 Ontario Inc Hamilton E 100 h
ACRO PHARMACEUTICAL SERVICES LLC Harnsburg| usa 100 h
ALPHA RESPIRATORY INC wilmington USA 100 h
CARING RESPONDERS LLC Wilmington USA 100 h
COMMUNITY PHARMACY SERVICES, LLC Wilmingten UsA 100 h
Comgplete Infusion Services, LLc Bingham Farms Usa 100 h
CONVACARE SERVICES, INC indianapolis usa 100 b
CPAP SUPPLY USA LLC wilmingtan usa 100 h
Gamma Acquisiion Inc wilmington USA 100 h
Hes Lancaster Lic Clearwater USA 100 h
HEALTH CARE SOLUTIONS AT HOME INC Clearwater[ _usa 100 h
HEALTHLINK MEDICAL EQUIPMENT LLC Clearwater _UsA 100 h
HOME-CARE EQUIPMENT NETWCRK INC Plantation usA 100 h
LINCARE EQUIPMENT LLC Clearwater| usa 100 h
LINCARE HOLDINGS INC wilmington USA 100 h
UINCARE INC wilmington| usa 100 h
LINCARE LEASING LLC Cleacwater USA 100 h
LINCARE LICENSING INC Daver 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
UINCARE ONLINE LLC wilmington| usa 100 h
LINCARE PHARMACY SERVICES INC Clearwater USA 100 h
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LINCARE PROCUREMENT INC wilmington USA 100 h
LINCARE PULMONARY REHAB MANAGE-
MENT, LLC wiimington UsA 100 h
Lincare Pulmonary Rehab Services of
Missour, LIC Clayton usa 100 h
LINCARE PULMONARY REHAB SERVICES OF T
OH10, LLC Clearwater |  usa 100 h
mdINR, LLC Wilmington __UsA 100 h
MED 4 HOME INC Dover| Usa 100 h
MEDIMATICS LLC Wilmington usa 100 h
MMDC, LLC Bingham Farms USA 100 h
MRS ACQUISITION CORP Fort Lauderdale usa 100 h
aCT Pharmacy, LLC Bingham Farms USA 100 h
OPTIGEN, INC Plantation USA 100 h
PULMOREHAB LLC Wimington UsA 100 h
Sleepcatr, lnc Topeka usA 100 “h
SPECTRUM MEDICAL EQUIPMENT INC Topeka usa 100 h
valley Medical Corporation Gnannati usA 100 h
w & F High Tech Systems, LLC Bingham Farms usa 100 h
tinde Canada Investments LLC Wilmtngton USA 100 149 10
Linde Delaware Investments Inc wilmington USA 100 1252 101 0
tinde Eneigy Services, Inc wilmington USA 100 ~03 0o
Linde Gas North Amern(a LLc wilmington USA 100 6861 1055
Linde Merchant Produchion, Inc Wilmington UsA 100 163 -20
Linde North America, Inc Wilmington usa 100 <01 630 8 3308
Linde gss LLC Wilmington | usa 100 -14 -2 0
Linde Transport, Inc Nashville USA 100 00 i)
™6 Co Lk wilmingtan USA 100 195 18
AGAGASC A Caracas VEN 100 1027 161 o]
BOC GASES DE VENEIUELA, C A Caracas| WvEN 144 50 25
PRODUCTORA DE GAS CARBONICO SA Caracas VEN 100 -12 -06
Spectra Gases (gv1) Inc Tortola vGB 100 N/A N/A
General Gases of the Virgin Islands, Inc samtCroix| ViR 100 44 01
Engineering Division
Linde Engineering Middle East LLc Abu Dhabi| — ARE 49 29 203 197
Linde {Australia) Pty Lid NorthRyde| aus 100 100 11 00
Linde Process Plants Canada Inc Calgary| can 100 -05 00
Arboliana Holding as pfungen CHE 100 40 00
Bertrams Heatec A6 Prattein| CHE 100 149 16
BOC AG Basle CHE 98 19 00
Linde Kryotechnik a6 Pfungen CHE 100 133 53
Cryestar Cryogenic Equipments
{Hangzhou) Co 1td Hangzhouy cHn 100 100 64 25
Hangzhou Linde International Trading T
Co, Ltd Hangzhou{ cHN 100 02 00
Linde Engineenng {Dahan} Co Ltd Dablani cHN 56 56 46 3 56
Linde Engineering (Hangzhou) Co Ltd Hangzhou CHN 75 75 245 154
Linde Engineenng Dresden GmbH Dresden| oev 100 6 59 2 - a
Selas-Linde GmbH Pullach DEV 100 100 234 - a
CRYOSTAR SAS Hésingue FRA 100 69 5 216
LINDE CRYOPLANTS LIMITED Guldford GBR 100 32 15
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Linde Engineeringindia Private Limited New Delhi IND 100 100 71 01
Linde Impiant Itaha S p A Flumicingy  ImA 100 100 30 20
LPM, 5 A decv Mexico City | MEX 100 90 75 -0 2
Linde Engineenng (Malaysia) 5dn Bhd Kuala Lumpur | mys 100 100 02 00
Linde Arabian Contracting Company Lid Riyadh SAU 100 90 157 -32
Cryostar Singapore Pte Ltd Singapore | s6P 100 100 192 59
Linde Engineering North America inc Wilmington | _usa 100 46 -15
Linde Process Plants, Inc Tulsa| uUsA 100 771 227
vN Corporation wilmington USA 100 420 8BS
Linde Process Plants (Pty ) Ltd tohannesburg 1AF 100 100 85 42
Dther Activities
Boc AP Limited Partnership North Ryde | _Aus 100 8957 156 1
soc Australia Pty Limited North Ryde | aus 100 66 0 314
Linde Osterreich Holding GmbH Stadi-Paura AUT 100 62 818 3 88 4
Wallern an der T
van Dongen & Van Bergeyk GmbH Trattnach AUT 100 01 00 4
van Congen Belgium 8VBA Lochnisti BEL 100 -03 00
PRIESTLEY COMPANY LIMITED Hamilton _BMmu 100 235 00
Linde Canada Limited Mississauga CAN 100 215 8 326
Linde Holding AG Dagmersellen CHE 100 100 236 39
GISTRANS Czech Republics ro Clomauc|  cze 100 24 02
Cleaning Enterprises GmbH Munich DEU 100 78 - a
Commercium Immobilien- T
und Betelhgungs-6mbH Munich DEV 100 100 2,372 0 - a
Linde us Betelligungs GmbH Munich DEU 100 3912 293
Fred Butler Denmark ApS 1 Likvidation Copenhagen| ONK 100 -23 -01
LOGISTICA DOTRA, SL Seville ESP 100 02 co 4
LOGISTICA VAN TRANS S L Burgos ESP 100 06 02 C
LINDE INVESTMENTS FINLAND OY Espoo FIN 100 10 00
Linde Holdings sas Saint-Priest FRA 100 107 3 38 0
The BoCc Groups A s Hésingue FRA 100 318 03
AIRCO COATING TECHNOLOGY LIMITED Guildford|  GaRr 100 1,138 5 190
APPLIED VISION LIMITED Guildford | _GeR 100 00 00
B0C CHILE HOLDINGS LIMITED Guildford GBR 100 99 2 08
BOC DISTRIBUTION SERVICES LIMITED Guldtord GBR 100 01 00
BOC DUTCH FINANCE Guildford | _Gar 100 06 44
BOC HOLDINGS Guidford | _ GBR 100 4,724 9 5302
80C HOLLAND FINANCE Guildford|  GeR 100 685 049
BOC (NVESTMENT HOLDINGS LIMITED Guildford GBR 100 7119 1257
BOC INVESTMENTS (LUXEMBOURG) LIMITED Guildford GBR 100 04 33
BOC INVESTMENTS NO 1 LIMITED Guildiord| cer 100 178 2 316
BOC INVESTMENTS NO 5 Guildford | eBR 100 3816 90
BOC INVESTMENTS NO 7 Guildford| eBR 100 3393 S0
BOC IRELAND FINANCE Guidford| _cBR 100 12 65
BOC JAPAN Guildford| _Ger 100 02 18
BOC JAPAN HOLDINGS LIMITED Guildford| _eBR 100 390 203
BOC KOREA HOLDINGS LIMITED Guldford| eer 100 1116 12
80C LIMITED Guitdford{ Ger 100 9721 2021
BOC LUXEMBOURG FINANCE Guildford GBR 100 00 03
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BOC NETHERLANDS FINANCE Guildford | GBR 100 00 00
BOC NETHERLANDS HOLDINGS LIMITED Guildford | _GBR 100 8177 3029
BOC NOMINEES LIMITED Guildford{ cer 100 00 00
BOC PENSION SCHEME TRUSTEES LIMITED Genldford GBR 100 00 00
BOC PENSIONS LIMITED Guildford GBR 100 00 00
BOC POLAND HOLDINGS LIMITED Guildford! eBR 100 68 00
BOC RSP TRUSTEES LIMITED Guildford§ eBR 100 00 00
BOC SEPS TRUSTEES LIMITED Guildford GBR 100 00 00
BOC TRUSTEES NO 4 LIMITED Guildford | 6BR 100 00 00
BRITISH INDUSTRIAL GASES LIMITEQ Guldford GBR 100 00 00
CRYOSTAR LIMITED Guildford| &BR 100 00 00
EHVIL DISSENTIENTS LEMITED Guildford! — Ger 100 00 00
G L BAKER (TRANSPORT) LIMITED Guildford{ ¢8R 100 2512 10 8
GIST LIMITED Guildford| &BR 100 195 6 401
GIST PEOPLE SERVICES LIMITED Guildford | GBR 100 21 02
HANDIGAS LIMITED Guildford GBR 100 44 9 02
HICK, HARGREAYES AND COMPANY LIMITED Gutldford __6BR 100 00 00
INDONESIA POWER HOLDINGS LIMITED Guildford|  GBR 100 376 01
LANSING GROUP LIMITED Guildford| _ 6BR 100 100 105 00
LINDE CANADA HOLDINGS LIMITED Gutldford GBR 100 -53 181
LINDE CRYOGENICS LIMITED Guildford | _6er 100 2830 00
LINDE FINANCE Guildford| &BR 100 242 4 103
LINDE NORTH AMERICA HOLDINGS LIMITED Guildford| GBR 100 1,8711 =325
LINDE UK HOLDINGS LIMITED Guildford | eBR 100 85 13,343 5 2660
MEDISHIELD Guildford _GBR 100 04 00
MEDISPEED Guildford GBR 100 3183 194
RRS (FEBRUARY 2004) LIMITED Guidford| gsr 100 -05 0p
SPALDING HAULAGE LIMITED Guildford| eBRr 100 3654 82
STORESHIELD LIMITED Guildford | GBR 100 326 9 371
THE BOC GROUP LIMITED Guildford GBR 100 38,0292 1,815 7
THE BRITISH OXYGEN COMPANY LIMITED Guildford| cer 100 01 00
TRANSHIELD Guildford| eBR 100 16 3 01
WELDING PRODUCTS HOLDINGS LtITED Guildford| GBR 100 10 2 00
BOC NO 1 LIMITED Saint Peter Port GGY 100 13 04
BOCNO 2 LIMITED Saint Peter Port _GGY 100 04 00
BRITISH OXYGEN (HONG KONG) LIMITED Hong Kong| HKkG 100 79 00
Linde Global Support Sesvices Private T
Limited Caloutia IND 100 17 07
BOC INVESTMENT HOLDING COMPANY T
(IRELAND) LIMITED Oublin| 1L 100 150 00
Bo¢ Investments Ireland Dubhin| _IRL 100 27 1076
Gist Distnbution Limited Dublin IRL 100 94 35
PRIESTLEY DUBLIN REINSURANCE COMPANY T
LIMITED Oublin] — 1RL 100 205 -10
ALBOC (JERSEY) LIMITED Saint Helier __JEY 100 16 106
BOC AUSTRALIAN FINANCE LIMITED SaintHeler | Jey 100 3351 00
BOC PREFERENCE LIMITED saint Helier _JEY 100 649 00
goc Eurape Haldings B v Dongen| N 100 5707 3020
BoC Investments B v Dongen| NwD 100 938 01
Fred Butler Netherlands s v Amsterdam NLD 100 217 01
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G VAN DONGEN HOLDING B V Dirksland NLD 100 05 -02
G VAN DONGEN TRANSPORTBEDRIJF T
DIRKSLAND 8 V Dirkstand [ NLD 100 12 -07
GIST BY Bleiswyk| wiD 100 23 03
Linde Finance By Amsterdam NLD 100 148 8 67
Linde Holdings Netherlands B v Schiedam NLD 100 100 1,927 2 931
PEEMAN TRANSPORT B V Dirksland NLD 100 06 -03
The soc Group BY Dongen| _NLD 100 1,194 8 175
VAN DONGEN AALSMEER B V Dirksland NLD 100 01 -01
VAN DONGEN CHARTERING B8 ¥ Dirksland NLD 100 04 -02
VAN DONGEN EN MOSTERTB V Oirksland | nLD 100 08 00
VAN DONGEN FORWARDING B V Dirksland NLO 100 07 00
VAN DONGEN MATERIEEL B ¥ Dirksland [ NiD 100 44 a9
Van Dongen Repaif B ¥ Dirksland NLD 100 -10 -05§
VAN DONGEN WESTLAND B V Dirkstand NLD 100 -02 06
Linde Holdings New Zealand Limited Auckiand{ nzL 100 22 283
BOC GIST INC Makal City PHL 100 01 00
aGA Akuiebolag Lidingo SWE 100 1,056 0 1279
BOC Intressenteras Helsingborg| swe 100 377 06
Fred Butler Sweden Aktiebolag Lidingd SWE 100 23 00
LindeGas Halding Sweden ag Lidingd SWE 100 100 3,588 5 01
Linde Holdings, LLC witmington UsA 100 148 4 77
Linde Lie wilmington USA 100 7069 1696
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Gases Division
EMEA
Adnoc Linde Industrial Gases Co
Limited (Elxier) Abu Dhabt ARE 49 49 189 2 60 7 b
Krakovskd 510 Novy Malln CZE 37 04 00 cd
Plyny Jehlarsro Brest [#13 34 01 00 cd
HELISON PRODUCTION S P A Skikda OZA 51 51 276 -19 b, e
Messer Algerie spa Algiers | oza 40 39 19| b,¢,d
Oxigeno de Sagunto, 5L Barcelona ESP 50 129 00 b, c
Oy Innogas Ab Kulloo FIN 50 14 00 b,
Parhaat Yhdessa koulutusyhdistys ry Vantaa FIN 25 02 00 ¢ d
Saint-Quen-
LDASAS tin-Fallavier FRA 22 03 02 b, d
LIMES SAS Saint-Herblain FRA 50 43 00 b, d
Hehson Marketing Limited Saint Helier | GBR 51 86 07 b, e
Company for Production of Carbon
Droxide Geh 0o Skop)e Skopje | mxp 50 50 07 00 b
LES GAZ INDUSTRIELS LIMITED Port Louts |  MUS 38 55 03
ENERGY SOLUTIONS (PTY) LiMITED Windhoek} Nawm 26 00 00 4
B v Nederlandse Pplerdingmaatschap-
Py Papendrecht NLD 50 0o 00 b, ¢
Blo Facility B v Papendrecht NLD 50 01 01
Big Supply C v Papendrechi| NLD 45 19 02
ocapcozvof Schiedam| N 50 -97 09 b
Tieldbergodden Luftgassfabiikk oa Aure| NoOR 38 280 28| b,e, d
Asig/Poafic
b, ¢,
Bering Fudong Gas Products Co, Ltd Beijing CHN 60 21 03 d e
BoC-sPC Gases Co, Ltd Shanghar| oHN 50 411 58 b
BOC-TISCO GASES €O, Ltd Taysan| ¢aN 50 148 7 206 b
Chonaqing Linde-svw Gas (o, Ltd Chongqing| cuN 50 186 06 b
Dahan soc Carbon Dioxide Co Ltd Daltan| CHN 50 22 -02 b
Fupian Linde-FrcL Gases Co , Lid Quanzhou| CHN 50 404 45 b
Guangkong Industnal Gases Company
Limited Guangzhou| CHN 50 332 48 b
Guangzhou GIsE Gases (o, Ltd Guangzhou| CHN 50 237 21 b
Guangzhoy Linde 6IsE Gases Company
umied Guangzhou{ cuN 50 01 gol b,c,d
Guangzhou Pearl River Industrial Gases
Company timited Guangzhou| cHN 50 193 -04 b
Linde Carbomc Co Ltd , Tangshan Qran'an CHN 80 13 =01 b, e
Linge Gise Gas {Shenzhen) Co, Lid Shenzhen| cHN 50 26 -01 b
Ma'anshan Boc-Ma Steel Gases City of
Company Limited Maanshan| cHN 50 839 179 b
Maoming Coolants Carbon Dioxide
Company Limited Maoming City CHN 50 07 00
Nanjing 80C-YPc Gases (o, LT Naming CHN 30 593 107
Shanghai Hualtn Industnial Gases (o
Ltd Shanghai| «<un 50 808 138 b
Shenzhen South China Industnial
Gases Co Ltd Shenzhen] cHN 50 64 05 b
Tibo BOC- QU Gases Co |, Lid Libo CHH 50 5412 -11 b
BELLARY DXYGEN COMPANY PRIVATE LIMITED Bangalore IND 50 103 19 b
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Gyeongsang-
Yeongnam Industrial Gas Co, Ltd nam-do] Kkor 30 03 oo
INDUSTRIAL GASES SOLUTIONS SON 8HD Petaling Jaya| mys 50 34 12 b
Kulim Industnal Gases Sdn Bhd Petaling Jaya| _mvs 50 273 18 b, ¢
BACNOTAN AIR GASES, INCORPORATED Taguig City PHL 50 -03 00| b,cd
Map Ta Phut industnal Gases Company T
Limited Bangkok| _THA 40 87 09 b, ¢
Blue Qcean Industrial Gases Co, Ltd Taiper | TwN 50 198 -03 b, ¢
Americas
Compama de Nitrogeno de Cantarell, T
sadecv Santa Fe MEX 65 67 30| b,c. e
CLIFFSIDE KELIUM, L L C wilmington UsSA 26 01 00 b
Chffside Refiners, L P Wilmington | usa 27 93 27 b
East Coast Oxygen Company Bethlehem USA S0 163 -35 b
High Mountain Fuels, LLC Wilmington USA 50 90 04 b
Hydrachlar LLc Wilmington)  usa 50 120 -03 b
Spectra investors, LLC Branchburg| usa 49 18 -01 b
Other Activities -
Caravell Kuhlgeratevertriebs GmbH 1 L Ratingen| _DEv 50 50 -01 00| b, ¢, d
Majakka voima Oy Helsinki FIN 23 32 00 ¢, d
LOGI-FRANCE SARL Antony | FRA 50 -05 -03 b
VAN DONGEN & VAN DER KWAAK B V Dirksland NLD 50 -26 -16 b
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i Hr m m
percent percent € mithon € million
Gases Division _
EMEA
LINDE PLIN D 0 0 Sarajevo Sarajevo BIH 100 100 00 00 C
AUTOGAS (BOTSWANA) (PROPRIETARY) S
LIMITED Gaborane | swa 100 N/A N/A
CUULSTICK VENTURES (PTY) LIMIFED Gaborone| swa 100 N/A N/A
Linde Schwetz AG Dagmersellen CHE 100 01 00 c, d
GAS AND EQUIPMENT WILLEMSTAD N V willemstad _tuw 100 0 00 cd
GI/LINDE ALGERIE Algiers|  oza 100 40 73 07 c, d
ELECTROCHEM LIMITED Guildford] Ger 100 100 38 00 ¢ d
GAS & EQUIPMENT LIMITED Guildford GBR 100 -19 00 c,d
HYDROGEN SUPPLIES LIMITED Guildford| Ger 100 100 09 00 cd
INTELLEMETRICS LIMITED Glasgow GBR 100 00 00 ¢ d
KINGSTON MEDICAL GASES LEMITED Guildford GBR 100 02 00 c, d
REMEQ HEALTHCARE LIMITED Guildford GBR 100 0o 00
Tech Gas Ama pjs Company (T6A) Tehran IRN 100 100 -01 -05 ¢, d
Linde Gas jordan Ltd Zarga| _JoRr 100 00 -01 C
EAST AFRICAN OXYGEN LIMITED Nairobi KEN 100 00 00 c,d
ks Luttgassproduksjon Oslo] nNor 100 01 00 c
Norgas As Oslo NOR 100 00 00 C
000 "Linde Gas Helium Rys" Moscow RUS 100 100 00 090 c, d
IA0 "LH Germanelabs Rus” Moscow RUS 51 51 04 00 c,d
Linde Technické Plyny spol sro Bratislava SVK 100 01 00 c.d
Nyndshamns Gastermenal A Lidingd | SwE 100 00 00 c,d
Asta/Paciftc
BOC SOLUTIONS PTY LIMITED North Ryde| aus 100 00 00 3
ELGAS SUPERANNUATION PTY LTD North Ryde|  Aus 100 00 00 c
BANGLADESH OXYGEN LIMITED Dhaka; 86D 100 00 090
80¢ Bangladesh Limited Dhaka BGD 100 00 00
Guangzhou eniG Industnal Gases T
Company Limited Guangzhoui CHN 60 17 090 ¢ d
ZHENJIANG XINHUA INDUSTRIAL GASES €O , T
LTO Zhenpang] <HN 100 04 -03 c, d
BOC NOUVELLE-CALEDONIE SAS Nouméa NCL 100 00 00 [«
BOC PAKISTAN (PVT ) LIMITED Karacht PAK 100 a0 00
BACOLOD OXYGEN CORPORATION Mandaue Gity{  pHL 100 01 00 ¢ d
CARBONIC PHILIPPINES INC Mandaue City PHL 100 01 00 ¢, d
Mandaluyong T
C1G1 PROPERTIES, INC CHy | _PHL 100 00 00 d
DAVAQ OXYGEN CORPORATION Mandaue Gty | PHL 100 05 00 ¢ d
ORMOC OXYGEN CORPORATION Mandaue City PHL 100 01 oo ¢, d
VISMIN AIRTECH INDUSTRIAL GASES o
CORPORATION Mandaue City __PHL 100 02 0o ¢, d
Chia ChiIndustrial Company Limited Taiper| TwWN 100 04 00 ¢, d
LUCK STREAM (O, Lid Kaghstung | Twn 100 100 30 02 ¢, d
KEY PROOF INVESTMENTS LIMITED Tortola| veB 100 00 0o ¢, d
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Americas -
177470 CANADA INC Mississaugal| CAN 100 10 L] ¢ d
177472 CANADA INC MissIssauga CAN 100 27 00 ¢ d
44001 ONTARIO LIMITED Ontano| caN 100 13 00 ¢, d
Advanced Lifeline Respiratory Services T
LLC wilmington USA 100 N/A N/A f
Engineering Division
Cryostar do Brasi| EQuipamentos T
Rotatives § Criogenicos Lida Sao Paulo] BRA 100 90 00 ~01 cd
Linde Engenharia 0o Brasil Ltda Batueri | BRA 100 90 12 00 ¢, d
Linde Engineenng Far East, Ltd seout| kor 100 100 06 o1 ¢ d
000 "Linde Engineering Rus” Samara RUS 100 100 03 -05 4
Linde Engineenng Taiwan Ltd Taiper| TWN 100 00 01 ¢, d
Other Aclivities
Linde Australia Holdings Pty Ltd Noith Ryde | aus 100 100 00 00 C
Cunduacan Invest GmbH Munich| ey 100 00 00 ¢, d
CRIOSBANC FRANCES A R L Trappes| FrA 100 00 00 d
GLPS TRUSTEES LIMITED Guidiord | _ser 100 00 00 c,d
The Boc Group Limited Kowloon _HKe 100 03 Q0 ¢, d
Gistltaly Sl Milan ITA 100 00 00 C
BOCBY Dongen NLD 100 00 00 4
AIRCO PROPERTIES INC wilmington usA 100 N/A N/A
SELOX, INC Nashville Usa 100 N/A N/A
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n in m in
percent percent € millton € million
Gases Division _
EMEA _
Linde Vitkovice a s Ostrava CIE 50 159 05 c d
Bomin tinde Lng Beteihgungs-GmbH Hamburg| oev 50 50 00 00 b, ¢
Barmin Linde tNG GmbH & Co kG Hamburg DEV 50 50 05 -0 2 b, c
1«0 TrackenEis und Kohlensaure
Distribution GmbH Fraunberg pEU 50 50 03 01 ¢, d
aGA Feroyar Sp/f Téishavn{ ONK 50 04 00 c d
AGa HIQ Center Aps Hillergd DNK 50 03 01 cd
Carburo del Cinca s A Monzdn ESP 20 63 06 ¢, d
Oxigeno de Andalucia, st San Roque | Esp 49 01 00| b,c.d
QUIMICA BASICA, 5§ A Barcelona ESP 33 14 c0| b, c.d
NAMGAS (PTY) LIMITED windhoek | Nam 44 00 00 ¢, d
Bio Supply e v Papendrecht NLD 50 00 0o 4
Fuel Cell Boat s v Amsterdam LD 20 040 90 <
TASCO ESTATES LIMITED Dar es Salaam T2A 20 N/A N/A
INDUSTRIAL GAS DISTRIBUTOR HOLDINGS T
(PTY) LIMITED Johannesburg IAF 26 -01 00 ¢, d
Astg/Pacific
Guangzhou 6ne Carbon Dioxide T
Company Ltd Guangzhou| CHN 50 N/A N/A b
HON CHEN Enterprise Co, Ltd Kaohsiyng | TwN 50 08 01 4
SUN HSIN LPG COMPANY LIMITED Yunlin _TWN 50 03 01 ¢ d
Americgs
HERA, HYDRDGEN STORAGE SYSTEMS INC Longueu| CAN 20 00 oo c d
RECUPERADORA INTEGRAL DE NITROGED,
SAPIDEC V Mexico Gty | MEX 50 00 00 b, ¢
TOMOE TRANSTECH SPECIALTY GASES PTE
Lo stngapore |  sGP 25 18 03 b e d
Qther Activities
Infraleuna GmbH Leuna DEU 25 25 417 6 151 ¢, d

Key

a Profit/lass transfer agreement
b joint venture

€ Local Gase

d Flgures from financlal years prior to year ended 31 Decentber 2oz

e Consolidation method difers lrom percentage of shares held due to a contractval agresment

f Incosporation i 2012

g The disteibution of g\vidend for 200915 subject to farmign exchange restrictions

h No preparattan of individual financial skatements under commercial law

N/A = Ko linancial data available
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[42] Events after the
balance sheet date

There were no significant events for The Linde Group be-
tween the balance sheet date and 21 February 2013

0On 21 February 2013, the Executive Board of Linde ag
released the consolhidated financial statements for sub-
mission to the Supervisory Board 1t)s the responsibibity
of The Supervisory Board to examine the consolidated
financial statements and to state whether it approves
them The Group financial statements, the statutory fi-
nancial statements of Linde Ac and the annual report are
published on the day after they have been approved at
the Supervisory Board meeting on 6 March 2013

MUNICH, 21 FEBRUARY 2013

PROFESSOR DR WOLFGANG REITZLE
[CHIEF EXECUTIVE OFFICER
OF LINDE AG]

PROFESSOR GR ALDOC BELLONI
[MEMBER OF THE EXECUTIVE BOARD
OF LINDE AG]

THOMAS BLADES
[MEMBER OF THE EXECUTIVE BOARD
OF LINDE AG]

GEORG DENOKE
[MEMBER OF THE EXECUTIVE BOARD
OF LINDE AG]

SANJIV LAMBA
[MEMBER OF THE EXECUTIVE BOARD
OF LINDE AG)

iJ
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AUDITOR’S REPORY

RESPONSIBILITY STATEMENT 5213

209

To Linde Aktiengesellschaft

Report on the Consolidated

Financigl Statements

We have audited the accompanying consolidated finan-
cial statements of Linde Aktrengesellschaft, Munich, and
its subsidianes, which comprise the group statement of
profit and loss, statement of comprehensive income,
group statement of financial pesition, group statement of
cash flows, statement of changes in group equity and
notes to the group financial statements, together with
the group management report for the business year from
1January to 31 December 2012

Management’s Responsibtiity for the
Consolidated Financial Statements

The management of Linde Aktiengesellschaft i1s respon-
sible for the preparation of these consohidated financial
statements This responsibility includes preparing these
consolidated financial statements in accordance wrth In-
ternational Financial Reporting Standards as adopted by
the eu, and the supplementary requirements of German
law pursuant to § 315a (1) of the German Commercial Code
(HaB), to give a true and fair view of the net assets, fi-
nancial position and results of operations of the group
in accordance with these requirements The company’s
management s also responstble for the internal controls
that management determines are necessary to enable the
preparation of consolidated financral statements that are
free from matenal misstatement, whether due to fraud
OF eror

Auditor’s Responsibility

Our responsibility (s to express an aptnion on these con-
solidated financial statements based on our audit We
conducted our audit in accordance with § 317 Hes and
German generally accepted standards for the audit of fi-
nancial statements promulgated by the Institut der
Wirtschaftsprafer Gow) as welf as in supplementary com-
pltance with International Standards on Auditing (15a)
Accordingly, we are required to comply with ethical re-
quirements and plan and perform the avdit to obtain rea-
sonable assurance about whether the consolidated finan-
cial statements are free from materral misstatement

An audit involves performing audit procedures to obtain
audit evidence about the amounts and disclosures in the
consolidated financial statements The sefection of audit
procedures depends on the auditor”s professional judg-
ment Thisincludes the assessment of the risks of matenial
misstatement of the consolidated financial statements,
whether due to fraud or error In assessing those nsks,
the auditor considers the internal control system relevant
to the entity’s preparation of the consolidated financial
statements that give a true and fair view The aim of this
15 to plan and perform audit procedures that are appro-
pratein the given circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the
group’s internal control system An audit also includes
evalvating the appropriateness of accounting policies
used and the reascnableness 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 appropnate to provide a basis for our
audit opinion

Audit Opirien
Pursuant to §322 (3) senlence 1 HGB, we state that our
audit of the consolidated financizl statements has not led
to any reservations

In our oprruen, based onthe findings of aur audit, the
consolidated financial statements comply in ali matenal
respects with {FRSs as adopted by the ev and the supple-
mentary requirements of German cornmercial law pursu-
ant to § 3153 (1) HGB and qive a true and fair view of the
net assets and financial position of the Group as at 31 De-
cember 2012 as well as the results of operations for the
business year then ended, in accordance with these re-
quirements

Report on the Group Management Report
We have audited the accompanying group management
report of Linde Aktiengesellschaft for the business year
fram 1 January to 31 December 2012 The management of
Linde Aktiengesellschaft 1s responsible for the prepara-
tion of the group management report i compliance with
the applicable requirements of German commercial law
pursuant to § 3153 (1) HGB We are requrred to conduct our
audit 1n accordance with § 317 (2) HGA and German gen-
erally accepted standards for the audit of the group man-
agement report promulgated by the Institut der
wirtschaftsprufer (ow) Accordingly, we are required to
plan and perform the audit of the group management
report to obtamneasonable assurance about whether the
group management report s consistent with the consol-
idated financial statements and the audit findings, and
as a whole provides a suitable view of the group’s posi-
tron and suitably presents the opportunities and risks of
future development

Pursuant to §322 (3) senience 1 HGB, we state that our
audit of the group management reporthas not led to any
reservations
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In our opinion, based on the {indings of our audit of the
consolidated financial statements and group manage-
ment report, the group management report s consistent
with the censolidated financial statements, and as a
whole provides a suitable view of the group’s position
and suitably presents the opportumities and nsks of future
development

MUNICH, 21 FEBRUARY 2013

KPMG AG
[WIRTSCHAFTSPRUFUNGSGESELLSCHAFT]

PROFESSOR DR NONNENMACHER
WIRTSCHAFTSPRUOFER
[GERMAN PUBLIC AUDITOR]

SCHENK
WIRTSCHAFTSPRUFER
[GERMAN PUBLIC AUDITOR]
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RESPONSIBILITY
STATEMENT
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MANAGEMENT »214
ORGANISATION

To the best of our knowledge, and in accordance with the
applicable reporting panciples, the consolidated financial
statements give a true and fair view of the net assets,
financial position and profit orloss of the Group, and the
Group management repart includes a fair review of the
development and performance of the business and the
position of the Group, together with a description of the
principal opportunities and nisks associated with the ex-
pected development of the Group

MUNICH, 21 FEBRUARY 2013
PROFESSOR DR WOLFGANG REITZLE

[CHIEF EXECUTIVE OFFICER
OF LINDE AG]

213

PROFESSOR OR ALDO BELLON]
[MEMBER OF THE EXECUTIVE BOARD
OF LINDE AG])

THOMAS BLADES
[MEMBER OF THE EXECUTIVE BOARD
OF LINDE AG]

GEQORG DENOKE
[MEMBER OF THE EXECUTIVE BOARD
OF LINDE AG]

SANJIV LAMBA
[MEMBER OF THE EXECUTIVE BOARD
CF LINDE AG)
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E 137 MANAGEMENT ORGANISATION EXECUTIVE BOARD

Executive Board Member Regional/operational responsibilines

Global and centrol functions

Professor Dr Wolfgang Reitzle, Chief Gist
Executive Officer

Communications & investor Relations,
Corpofate Strategy, Group Human
Resources, Group Information Services,
Group Legal & Comphiance, Innovation
Management, Internal Audit,
Performance Transformation, SHEQ
(Safety, Health, Environment, Quakity)

Professor Dr Aldo Bellam: emEA segment {Europe, Middle East,
Africa), Global Business Unit Tonnage
{on-site), Engineering Division

Thomas Blades Americas segment, Global Business
Unit Healthcare, Business Area
Merchant & Packaged Gases
(hquefied and cylinder gases)

Sanjiv Lamba Asia/Pacific segment, Asia joint Venture
Management, Business Afea Electranics
{electronic gases})

Georg Denoke Finance/Controlling for the segments
EMEA, Americas, Asia/Pacific

Capital Expenditure, Financial Contiol,
Group Accounting &Reporting,

Group Treasury, Growth & Performance,
Mergers & Acquisitions, Procurement,
Risk Management, Tax
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E 138 DIVISIONS

Gases Division

Engineering Division

aist

See diagram below for organisation

Dr Chnstian Bruch

Martin Gwynn

Jirgen Nowicki

Dr Samir Serhan

E 139 GASES DIVISION

EMEA Segment
(Europe, Middie East, Aftico)

Americos segment

Asfa/Pucific segment

reu Continental & Northern Evrope
Peter Stacks

rBy North Amenica
Pat Murphy

r8u Greater China
Steven Fang

rRBU Africa&uk

rRBU SOUth America

RBU South & East As1a

Mike Huggen Philippe Brunet Bernd Eulitz
rBU Eastern Europe & Middle East Finance/Controlling Amenicas rBuU South Pacific
D1 Hans-Hermann Kiemes jens Lithning Cohin isaac

Finance/Controlling EMEA
Matthias von Plotho

As13 joint Venture Management
Peter Owen

Finance/Controling Asia/Pacific
Binod Patwan

E 140 GLOBAL BUSINESS UNITS (GBUS) AND BUSINESS AREAS (BAS)

G8u Tonnage (On-site) GBU Healthcare BA Electronics

Or Rainer Schiicher

Dr Christian Wojczewsk) Peter Owen

BAa Merchants
Packaged Gases
Dr Steve Penn

E 141 GLOBAL AND CENTRAL FUNCTIONS

Procurement

Chrnistoph Clausen

Group Accounting & Reporting, Risk Management, Insurance B)j8rn Schneider

Financial Control, Capiial Expenditure, Growth & Performance Michael Ulinch

Group Treasury

Or Sven Schneider

innovation Management

Dr Andreas Opfermann

Communications & Investor Relations

Dr Harry Roegner

Mergers &§ Acquisittons

Tum Husmann

Group Information Services

Sandeep Sen

Performance Transformation

pr Alexander Untersch{tz

Group Human Resources

werner Boekels

Group Legal & Comphance

Solms u Wittig

Internal Audit

Thomas Mller

SHEQ

Phil Graham

Tax

Michael weiBberg

Corporate Strategy

Jan Ellringmann
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GLOSSARY

[A]

AIR SEPARATION PLANT
Air separation plants use Linde pro-
cesses to produce oxygen, nitrogen
and argon

ASSET DEAL
A corporate acquisition whereby one
company purchases another company
{or significant parts of another com-
pany mcluding goodwill) without this
constituting a share deal or resulting 1n
a parent-subsidiary relationstip

(8]

BEST COST COUNTRIES
A procurement strategy whereby com-
panies source goods and services not
only 1n therr major sales markets, but
also 1n countries in offering the best
conditions of puichase

[cl

CALL OPTION
A call option gives the beneficiary the
right but not the obhigation to purchase
from the grantar a specified quantity
of an underlying secunty at a certain
point In time at a pre-agreed price

CARBON CAPTURE
AND STORAGE (CCS)
This process involves separating co,
from combustion flue gases and stor-
ing it, especially in underground sites
The aim 15 to reduce co, emissions into

the atmosphere

CARBON CAPTURE
AND USAGE (CCU)
This process invelves separating o,
from combustion flue gases and us-
ing it in industnal processes such as
growth promoters for plants or in the
cultivation of algae

CATEGORY
MANAGEMENT METHOD
Category management Is a structured
process designed to analyse, define
and wmplement procurement strate-

gres for our goods and services

C1S COUNTRIES
€15 stands for the Commonwealth of In-
dependent States Thisis the abbrevia-
tion used for the loose contederation
of former Soviet republics created after
the collapse of the Soviet Union

CLOUD
COMPUTING SERVICES
Cloud computing 15 an IT concept in
equipment and programming tech-
nology {processing power, memory,
networks, applications etc ) which 1s
tailored closely to the user’s current re-
quirements and supphied via anetwork
(cloud), often via the Internet There
are various service models and supply
models for ckoud computing services

CO,E

co, equivalents Standard units for
measunng the glebal warming poten-
t1al of greenhouse gases otherthan co,

€0, SINK

A resesvoir 1s described as a co, sink,
carbon dioxide sink or carbon sink if
1t accumulates and stores co, on er-
ther a tempaorary or permanent basis
The most important natural co, siNks
are woods which are part of the bio-
sphere In the process industry, there
are some operations where o, 1s em-
bedded in molecular structures and
therefore stored on a temporary or
permanent basis

COMMERCIAL
PAPER PROGRAMME
Programme for short-term notes on the

capital market

CONVENIENCE PRODUCTS
Commercially processed foed prod-
ucts which cut food preparation time
in domesttc households and n the ¢a-
tering trade

CRACKER
(ETHANE CRACKER)
Steam cracking plant used in the pet-
rochemical sector Steam and heat are
used to transform hydrocarbons such
as ethane into unsaturated hydrocar-
bons which are used as raw matenals
In the manufacture of plastics, varnish-

es, solvents and pesticides

CREDIT DEFAULT SWAPS

Credit default swaps (cos) are ¢redit
denvatives designed to hedge the ex-
posure to loan defaults In return for
the payment of a single premium or
regular premiums, the buyer receives
compensation from the seller «f the
event that the reference obligos named
in the cos contract defaults

CURRENCY SWAPS
Swaps of capital amounts denominated
in different currencies

[o]

DEBT ISSUANCE
PROGRAMME
Flexible refinancing programme with
a standardised documentation frame-
work It enabies the issuer to cover i11s
funding requirements by raising debtin
different currencies and volumes with
different matunty perods

DEFINED BENEFIT PLANS
Pensien plans under which an enter-
pnise/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 actuanal risk
and the mvestment risk are borne by
the employer

DEFINED
CONTRIBUTION PLANS
Pension plans under which the legal
or constructive obligation of the en-
terprise or employer 1s imited to the
amount It agrees to contrbute to a sep-
arate entity, such as an insurance com-
pany The level of benefits received
by the employee i1s determined by
the level of contnibutians paid by the
enterprise {and if applicable also by
the employee) to the separate entity,
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together with the investment returns
ansing from the caninibutions The ac
tuanal risk and the investment risk are
borne by the employee

[E}

EBITDA
(OPERATING PROFIT)
Abbreviation for Earnings before In-
terest, Tax, Amortisation ang Deprec)-
ation At Linde, this figure comprises
earnings before interest, tax, amortisa-
tion of Intangible assets, depreciation
of tangible assets and includes income
from associates and joint ventures byt
excludes the interest cost of pension

obhgatiens

ENHANCED OIL AND GAS
RECOVERY (EOR/EGR)
Enhanced recovery of oil or gas re-
serves to make the exploitation of
the remaining reserves in a gas feld
or oiffield more efficent The pump
pressure 1n the seam s increased by
tnjecting gases such as nitrogen os ¢ar-

[H]

HYCO-PLANTS
A collective term for plants which pro-
duce hydrogen, carbon monoxide and
synthesis gas HyCo plants include tn
particular steam reformers, partial ox-
idatton plants and methanol crackers

K]

KEY PERFORMANCE
INDICATORS (KPis)
Indicators used to measure and track
an organisation’s performance and pro-
gress towards achieving its goals or its

cntical success factors

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 manage-
ment programme tn place 1ts objective
15 to protect the interests of sharehold-
ers by safeguarding the profits and val-
ue of the company

bon dioxide
{F}

FRONT END ENGINEER-
ING DESIGN (FEED)
International technical term largely
equivatent to the Linde terms basic
engineering or extended basic engi-
neenng reeo 1s often the foundation
for the subsequent detail engineering

[6]

GREENHOUSE GAS
PROTOCOL
Globally recognised standard designed
to manage and quantify greenhouse
gas emssions The Greenhouse Gas
Protocol onginated from an inttia-
tive from the world Business Coynail
for sustainable Development (wecsp)
and the World Resources Institute (wri)

(L]

LED MARKET

This 15 a specialised sector in the light-
ing tndustry Lep stands for light emit-
ting diode teos transform electrical
energy into hght Similar to semicon-
ductor diodes, they create directional
\ight and are available in a vanety of
colours, sizes and shapes These de-
vices are used in many industnes for
signalling and hghting apphcations

LNG
Liquefied Natural Gas LNG 1s regard-
ed as a promising fuel of the future
because of 1ts high eneray density,
constant heat and high level of purity

LNG PLANT
Natural gas hquefaction plant

[#]

MAJOR HAZARD
REVIEW PROGRAMME
{MHRP)

Linde set up this programme to en-
sure the safety of its production pro-
cesses As part of Linde’s process nisk
management system, the murp allows
the Group to 1dentify promptly poten-
tial nisks that might result in accidents
or damage to property or the environ-
ment, and to introduce appropnate

safety and control measures

MOCVD
MetalOrganic Chemical vapour Phase
Epitaxy A process used for growing
crystaline layers

[N]

NAFTA-REGION
The abbreviation NAFTA stands for
North american free Trade Agree-
ment and refers toan economic zone
that extends from Canada across the
us to Mexico

NAPHTHA STEAM
CRACKER
Plant ysed for cracking naphtha, a
mixture of hydrocarbons with s to 10
carbon atoms, into shorter molecules

[e)

QLED
Organic Light Emitiing Diode A lumi-
nous thin film compenent of organic
semicenductor materials

OLEFIN PLANT
Petrochemrcal unitfor the production
of olehins such as ethylene and propyl-
ene from hydrocarbons
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[P]

PENSION GOVERNANCE
Pension governance in The Linde Group
comprises comprehensive guidetines
regulating the treatment of pension
obligations, including the monitoring
of costs and nsks

POST COMBUSTION CAP-

TURE TECHNOLOGY
The post-combustion capture of €0, In
coak-fired power stations, also known
as o, scrubbingtechnology At areia-
tively low temperature, around 90 per-
cent of the co, inthe flue gas becomes
attached to a co, detergent (n an ab-
sorption chamber and 1s thereby re-
moved The captured co, 1s of high pu-
rity and once 1t has been compressed
1t can be transported and stored un-
derground

PULMONARY

HYPERTENSION
llness in which abnormally hugh blood
pressure affects the blood vessels ia
the lungs and the puimonary circula-
tion This s particularly damaging to
the heart and lungs and restricts the
supply of oxygen

PURCHASING

SCORECARED
The balanced scorecard 15 a perfor-
mance management tool based on
key data which makes 1t possibie to
break down the strategy of a company
into measures which apply to individ-
ual performance areas and functional
areas, in this case purchasing

[R]

REACH
Eu Regulation on the Registration, Eval-
uation and Authonsation of Chemicals

REVOLVER
(OR REVOLVING CREDIT)
Credit provided over a specific pen-
od which can be repaid and utilised
repeatedly according to the economic
requirements of the borrower

fs]

SHEQ
Abbreviation for Safety, Health, Envi-
ronment and Quality

{7l

TFT-LCD DISPLAYS
ATFT-LCO 15 3 flat-panel display, which
uses an array of thin fitm transistors
(tfTs) and a thin layer of hquid crys-
tal L) to modulate the polansed hght
from a backlight to ¢reate a pixel grid
{image)

TREASURY
The Treasury department ensures that
the Group has sufficient funds and cap-
ital It invests surplus funds, reduces
financial risks and optimises costs and
the return on finanaial transactions

e e e

(vi

VIGILANCE SIGNAL

DETECTION SYSTEM
A system to ensure the systematic on-
going safety of a pharmaceutical prod-
uct 1t aims to discover, evaluate and
understand undesirable effects and
side-eifects of the product by assess-
Ing various sources such as incrdent
reports, scientific and medical litera-
ture and cltnical studies, so that ap-
propfiate measures may be taken to
minimise risks
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JANUARY
[1/1]
Linde signs an agreement to acquire
the Continental European home-
care business of the gases company
A Products at an enterpnse value of
eurR 590 m The transaction comprises
Alr Products’ homecare operations in
Befgium, France, Germany, Portugal
and Spain The Group I1s laying good
foundations for the development of
new treatment methods and caie plans

[2/1)

tinde launches GENIE®, its ground-
breaking cylinderrange The Group has
developed the fust cylinder of its type

for compressed gas (300 bar) made

from sustainable high-tech materials

The cylinder comes inthree sizes wWith

its compact dimensions and extremely
low wetght, the system presents op-
portunities for new applications in var-
1gus fields inwelding, boihng and the
carbonation of drinks, and In numerous
processes in the research laboratory

FEBRUARY
[1/2]
Linde concludes a major on-stte con-
tract in New Zealand with the steel-pro-
ducer New Zealand Steel The agree-
ment comprises a new air separation
unit (asu) and the installatrion of gas
supply systems in addition to supply-
Ing aif gases to the steelworks, the asu
will also produce large quantibes of
liguefied oxygen, nitrogen and argon
for the regional market in New Zealand

[2/2]

Linde and the Hamburg Port Author-
ity are looking to advance the use of
hquefied natural gas (LNG) as an envi-
ronmentally friendly fuel in the port
of Hamburg The aim 15 to conduct an
extensive feasibility study there on the
cost-effective use of LN The two or-
gamsations want to promote LNG as an
alternative fuel for ships and for other
applications, such as trucks

MARCH
[1/3]

Ltinde 15 to supply gases to the chemi-
cal company Dahua Group at its site on
Songmu island in Dalian i north-east-
erp China Under this EUr 70 m on-site
contract, Linde will acquire two exist-
Ing air separation units (asus) from the
customer in Dalian and assume their
operation in addition, Linde’s Engi-
neering Division will construct a new
Asv on the sie with a production ca-
paaty of 38,000 normal cubic metres
of oxygen per hour

[2/3]

The Chinese Lep manufacturer Kaistar
15 expanding the scope of its existing
gas supply contract with Linde Under
the new agreement, Linde will supply
the company with liquefied gases and
high-purity ammaonia on its preduction
site In X1amen, China Kaistar requires
the high-punty ammonia for the manu-
facture of high-grade Lep devices

APRIL

[1/4]
Linde s to invest around usp 380 m to
provide Sadara Petrochemical Compa-
ny with long-term suppiles of carbon
meonoxide, hydrogen and ammomia at
is site 1n Jubail, Saudr Arabia Linde
expects this major project at one of the
world’s largest chernical complexes to
generate considerable momentum for
the continuing expansion of its gases
and engieering businesses in the Near
and middle East

f2/4]
Tuv sub certifres the hydrogen generat-
ed frombiodiesel by-products at Linde’s
pilot plant in Leuna, Germany This is
another milestone in Linde’s journey
to produce hydrogen from sustaina-
ble sources

MAY
[1/5]
Linde 1s to supply electronic gases to
Samsung Electronics for its newest TFT-
Lco factory 1n the Suzhou industrial Park
in China Itwillinvest around tur 50 M
in the project, which involves the con-
struction of a turnkey liquefied gas
supply system Linde will also build a
new airogen generator for Samsung,
supplying nitregento the company via
a pipeline This project will strenathen
Linde’s position asa leading producer
of gases for the TF1-LCD industry

JUNE

[1/6]
Linde, the German Mimistry of Trans-
portand other industrial partners sign
ajoint declaration of intent to expand
the hydrogen filling station netwark in
Germany According to this declaration,
there will be at least so public hydro-
gen filling stations in Germany by 2015
Already pioneers inthis field, Linde and
Daimler agreed back in summer zom
to build zo hydrogen filling stations in
Germany over the coming years

JuLy

{1/7]
Linde announces its acquisition of
us-based homecare company Lincare
Holdings Inc in view of demograph-
Ic changes, the healthcare market 1s a
global megatrend, in which Linde wll
be ableto participate to an even great-
er extent In Its new set-up Lincare, a
marketleader in the us, provides Linde
with theideal platform to roll outats in-
novative products and services (which
are already very successful, particular-
fy 1n Evtope) Into the us, the world’s
targest healthcare market
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i2/7}
Linde 15 to build two large air separa-
tion units (asus) for Tata Steel Limited,
one of the world’'s {argest steel com-
panies, at Its site 1n the Kalinganagar
industnal complex 1n Odisha, India
Around eur go m will be invested in
the project This investment will en-
able Linde to strengthen 1ts positton
as a leading suppher of gases in the
growth market of India

[(3/7]
Linde aG successfully concludes a capi-
tal increase withexclusion of subscrip-
tion rights The capital increase 1s one
component of the financing of 1ts pro-
spective acquisition of Lincare Holdings
tnc This capital measure raises pro-
ceeds of around Eur 14 bn The new
shases are fully entitled to dwvidend for
the 2012 financial year

AUGUST
[1/8])

Linde forms 3 joiat venture with Bomin,
one of the leading suppliers of shipping
fuels, to create an (NG Infrastructure
for shipping in north-western Europe
The aim of the new Joint venture 1s to
establish a reliable LG supply chain
to provsde a safe and environmentally
fnendly fuel to ship owners and ship
operators

[2/8]

Linde 15 to provide long-term supplies
of industnal gases to the Vietnamese
steel-producer posco ss-vina To do
so, 1t will buidd the largest air sepa-
ration unit 1n the country in the Phu
My Industnial Park in Ba Ria, Vung Tau
pravince The proposed investment s
around £ur 40 m With the largest sin-
gle investment 1t has ever made 1n V-
etnam, Linde will strengthen 1ts posi-
tion in this rapidiy growing South-East
Asian economy

[3/8]
Linde completes the acquisition of
Lincare Holdings Inc Lincare becomes
an indirect wholly-owned Linde subsid-
1ary Pror to this, Linde had completed
the tender offer for Lincare within the
specified time

SEPTEMBER
(1/9]

Linde ac 15 added to the global Dow

Jones Sustainability Index (pjsi World})
in acknowledgement of continued pro-
gress in i1ts sustainability perfosmance

Analysts at the Sustainable Asset Man-
agement Group recognised n particu-
lar The Linde Group’s activities in the

areas of climate change straiegy, envi-
ronmental management systems, and

nsk and crisis management The inter-
nationally renowned share index for
sustainability performance selects the
top 10 percent of companies for sus-
tainability from the 2,500 largest com-
panies listed on the Dow Jones Global

Index

OCTOBER
[1/10]
omv opens the first public hydrogen
filling station in Austria, a turnkey con-
struction by Linde for the company This
will make it possible to operate emus-
sion-free hydrogen-powered fuel-cell
vehicles in Vienna

[2/10]

The new Fraunhofer Centre for Chem-
ical-Biotechnological Processes (CBf)
In Leuns, Germany, Is opened As the
main contractor, Linde was responsi-
ble for engineering the process units,
and for the supporting infeastructure
and necessary media and utiities The
aim of the cgp 15 to upscale innova-
tive biotechnological and chemical
processes 1o an industrial levet to en-
able companies to manufacture basic
chemical products from renewable raw
materials

NOVEMBER
[1/11]

Linde 15 to build a mid-scale natural gas

liquefaction plant for Malaysia LG Sdn

Bhd, a subsidiary of Malaysia’s state-
owned oit and gas company PETRONAS

The new boil-off gas rehiquefaction fa-
cility has a maximum design capaci-
1y of 1,840 tannes of iquefied natural

qas per day and will be located 1n the

Bintulu LNG complex in Sarawak, East
Malaysia

[2/11]

Linde 15 commissicned by the Norwe-
g1an company Skangass as to build a
mid-scale import terminal for lquefied
natyral gas The inG terminal will be
located at Lysekil on the west coast of
sweden, 100 kilometres north of Goth-
enburg The engineering, procurement,
construction and installatien (ecpi) con-
tract1s worth around EUR 44 m

DECEMBER
[1/12]

Linde signs an agreement to acquire
the homecare company Calea France
sAs, S&vres, France The company gen-
erated revenue In the 2011 financial
year of eur 28 m with around 200 em-
ployees Caleawill complement the Eu-
ropean homecare operations acquired
by Linde in the spning from Air Prod-
ucts This acquisition will sigmificant-
ly improve the Group’s position in the
French homecare market
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FINANCIAL CALENDAR

(11
PRESS CONFERENCE ON
ANNUAL RESULTS

7 tarch 2013
Carl von Linde Haus, Munich

(2]
INTERIM REPORT
JANUARY TO MARCH 2013

6 May 2013

[3]
ANNUAL GENERAL MEETING 2013
29 May 2013, 10am

Internatienal {ongress Centre,
Munrich

(4]
DIVIDEND PAYMENT
31 May 2013

{5}
INTERIM REPORT
JANUARY TO JUNE 2013

30 July 2013

{6]
AUTUMN PRESS CONFERENCE
29 October 2013
Carl von Linde Haus, Munich

(7]
INTERIM REPORT
JANUARY TO SEPTEMBER 2013

29 October 2013

(8]
ANNUAEL GENERAL MEETING 2014
20 May 2014, 10am

International Congress Centre,
Munich

STATEMENTS RELATING
TO THE FUTURE

The annual report contains statements relating
to the futare which are based on management's
current estimates about future developments
These statements are not to be understood as
guarantees that these expectationswill prove
to be true The future development and the
results actually achieved by The Linde Group
and its affihated companies are dependent on
a number of nsks and uncertainties and may
therefore deviate significantly from the state-
ments relating to the future Linde has no plans
to update 1ts statements relating to the future,
nor does 1t accept any obhigation to do so
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FIVE-YEAR SUMMARY

E FIVE-YEAR SUMMARY

2008 2009 2010 2011 2012
REVENUE € mifion 12,663 11,211 12,868 13,787 15,280
In Germany n % 105 108 95 95 85
Outside Germany i % 855 892 505 805 915
Farnmngs
Dperating profit’ € milian 2,555 2,385 2,925 3,210 3,530
EBIT € million 1,391 1,167 1,679 1,910 1,992
profit before tax (esT) € mithon 1,006 8338 1,399 1,619 1,687
Profit for the year (attnibutable to Linde Ac shareholders) € mdlion 717 591 1,005 1,174 1,250
Earnings pes share - undiluted? € 427 351 594 688 703
Dividend € million 303 304 375 428 500
Dividend per share £ 180 180 220 250 270
No of shares {at 31 December) 10 0005 168,492 168,907 170,297 171,061 185,189
Asset structure
intangible, tangible and financial assets £mition 18,155 19,115 21,044 21,870 25,486
Inventaries € milion 986 966 956 1,036 1,098
Trade recevables’® € miifion 2,387 2,252 2,247 2,382 2,890
Cash and cash equivalents and securities € mithon 1,022 848 1,176 1,073 2,041
" Other assets € miihon 1,274 1,200 1,465 1,554 1,962
Total assets € milfion 23,824 24,381 26,888 28,915 33,477
Copitol structure
Eguity £ million 8,249 9,187 11,362 12,144 13,658
Provistans € mithon 2,724 3,009 2,886 2,838 314
Financial debt € million 7,445 6,967 6,673 7,768 10,124
Other habilities € million 5,406 5,218 5,967 6,165 6,554
Total equity and habilities €million 23,824 24,381 26,888 28,915 33,477
Cash flow statement
Cash ilow from operating activities
(continuing operations) € miliron 1,876 2,142 2,422 2,426 2,522
EMPLOYEES AS OF 31 DECEMBER 51,908 47,731 48,430 50,417 61,965
In Germany "0 % 147 154 148 14 § 123
Quiside Germany 11 % 853 846 852 852 877
Key figures and ratios
Capstal expenditure € militon 1,470 1,137 1,302 1,367 1,952
Equity ratio 0 % 346 377 23 420 40 8
Return on capital employed {adjusted rRoce) n % 124 104 125 130 15
Return on capital employed {rocE as reported) "% 93 77 103 10 100
EBIT maigin® ne 10 10 4 130 139 130
Cash flow from operating activities
as percentage of revenue "o 148 191 188 176 16 5

' emtoa including share of profet of loss from assaciates and jont ventures
7 Based on the weighted average number of shares
4 Inclydes recervabiles from finance leases

FIVE-YEAR SUMMARY
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