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Executive Board

Professor Dr Wolfgang Reitzle

Born 1949

Doctorate in Engineering (Dr.-Ing.),

Degree in Economics and Engineering (Dipl.-Wirtsch.-Ing.)

Chief Executive Officer

Responsible for the following global and central functions:
Communications & Investor Relations, Corporate Strategy, Group
Human Resources, Group Information Services, Group Legal,
Innovation Management, Internal Audit, SHEQ (Safety, Health,
Environment, Quality)

Gist

Member of the Executive Board since 2002

Dr Aldo Belloni

Born 1950

Doctorate in Chemical Engineering (Dr.-Ing.)

Responsible for the Engineering Division, the operating
segments Western Europe and Asia & Eastern Europe, the Global
Business Unit Tonnage (on-site) and the Business Area
Electronics (electronic gases)

Member of the Executive Board since 2000

J. Kent Masters

Born 1960

BS Chemical Engineering,

MBA Finance

Responsible for the operating segments Americas and

South Pacific & Africa, the Global Business Unit Healthcare and
the Business Area Merchant & Packaged Gases (liquefied and
cylinder gases)

Member of the Executive Board since 2006

Georg Denoke

Born 1965

Degree in Information Science,

Degree in Business Administration (BA)

Responsible for the following global and central functions:
Capital Expenditure, Financial Control, Group Accounting &
Reporting, Group Treasury, Growth & Performance,
Mergers & Acquisitions,

Procurement, Risk Management, Tax

Human Resources Director

Member of the Executive Board since 2006



From left to right: J. Kent Masters, Georg Denoke, Professor Dr Wolfgang Reitzle, Dr Aldo Belloni.
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Supervisory Board

Members of the Supervisory Board

Dr Manfred Schneider

Chairman

Chairman of the Supervisory Board
of Bayer AG

Hans-Dieter Katte?
Deputy Chairman
Chairman of the Pullach
Works Council,
Engineering Division,
Linde AG

Michael Diekmann

Second Deputy Chairman

Chairman of the Board of Management
of Allianz SE

Dr Gerhard Beiten
Lawyer

Supervisory Board committees
Members as at 1 January 2010

Mediation Committee in accor-
dance with §27(3) of the German
Codetermination Law (MitbestG)

Dr Manfred Schneider
(Chairman)

Hans-Dieter Katte1

Michael Diekmann
Gernot Hahl 1

T Employee representative.

Dr Clemens Borsig
Chairman of the Supervisory Board
of Deutsche Bank AG

Gernot Hahl1
Chairman of the Worms Works Council,
Gases Division, Linde AG

Thilo Kdmmerer?
Trade Union Secretary on the Executive
Board of 1G Metall Frankfurt

Matthew F.C. Miau
Chairman of the MIiTAC-SYNNEX-Group,
Taiwan

Standing Committee

Dr Manfred Schneider
(Chairman)

Hans-Dieter Katte
Michael Diekmann
Gernot Hahl!

Klaus-Peter Muller

Klaus-Peter Miller
Chairman of the Supervisory Board
of Commerzbank AG

Jens Riedel?
Chairman of the Leuna Works Council,
Gases Division, Linde AG

Xaver Schmidt1
Secretary to the Executive Board
of 1G Bergbau, Chemie, Energie, Hanover

Josef Schregle?

Manager responsible for finance and
financial control, Engineering Division,
Linde AG

Audit Committee

Dr Clemens Borsig
(Chairman)

Dr Gerhard Beiten
Gernot Hahl?
Hans-Dieter Katte!

Dr Manfred Schneider

Nomination Committee

Dr Manfred Schneider
(Chairman)

Michael Diekmann
Klaus-Peter Muller

Memberships of other German supervisory boards and comparable German and foreign boards are shown in Note [24].
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Report of the Supervisory Board

‘ La AMMLV‘"/

During the 2009 financial year, the Supervisory Board conducted detailed reviews of the company’s situation,
its prospects and its strategic development, as well as the future long-term positioning of The Linde Group. It
also concerned itself with significant individual issues. We have performed our duties in accordance with legal
provisions and the articles of association and company bylaws. These duties involve advising the Executive Board
on the running of the company and monitoring the activities of executive management. The Executive Board
provided us with reqular, comprehensive updates at our meetings and in written reports on the state of the
business and the economic situation of the company and its subsidiaries, as well as with forecasts. We reviewed
all the documents presented and submitted to us for reasonableness. We questioned the Executive Board on
a reqular basis on significant matters. The Supervisory Board was involved in all the major decisions of the
company. These include transactions to be carried out and measures to be taken by the Executive Board which
require the approval of the Supervisory Board, in particular the annual capital expenditure programme, major
acquisitions, divestments and financial measures. The Chairman of the Supervisory Board was also kept up to
date with the current business situation, significant transactions and decisions taken by the Executive Board,
partly as a result of being provided with minutes of Executive Board meetings. The Chairmen of the Supervisory
and Executive Boards shared information and ideas with one another throughout the year and held reqular
consultations on the Group’s strategic direction, risk position and risk management. The Supervisory Board was
able to satisfy itself as to the effectiveness of the risk monitoring system set up in accordance with §91(2)
of the German Stock Corporation Law (AktG) on the basis of reports submitted by the Executive Board and a
report on the risk monitoring system prepared by the auditors. At no time did the Supervisory Board raise any
objections about the proper conduct or efficiency of the executive management of the Group.

Meetings and resolutions of the Supervisory Board

Four ordinary meetings of the Supervisory Board were held in the 2009 financial year. All members of the Supervisory
Board attended more than half the meetings. There were no conflicts of interest for Supervisory Board
members in 2009.

2009 was a year of great challenges, especially as a result of the global financial and economic crisis. We were briefed
in detail by the Executive Board at all our meetings about the effects of the crisis on the economic situation of The
Linde Group. We paid particular attention here to the potential consequences for the risk situation of the Group and its
liquidity provision and indebtedness. The advisory and monitoring activities of the Supervisory Board focused above all
on the prospects for the development of the Group, the individual divisions and the operating segments. In particular,
we had in-depth discussions with the Executive Board about the following issues: the corporate and strategic
targets set and the extent to which these could be achieved, their economic significance and the expected impact
on the financial situation of our Group. Verbal reports from the Executive Board on these subjects have satisfied us
that the Group’s structures and processes are constantly being monitored and streamlined to improve and secure the
competitiveness of all divisions in the Group in the long term. The Executive Board also informed us in detail about
the status of the programme launched in 2008 to optimise processes and improve productivity in the long term, the
implementation of which was accelerated in 2009. We concluded that the Executive Board had reacted swiftly to the
first signs of the crisis by introducing these measures at an early stage and had done its best to limit any adverse
impact on our Group by ensuring the rigorous implementation of the optimisation programme.

At our meetings, in addition to reviewing current business developments, we also dealt with the risk position
of the company, compliance with legal requlations and internal guidelines and those individual business
transactions of fundamental importance for which the Executive Board requires our approval.
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After a thorough review of the documents submitted and detailed discussions about each of the proposals of
the Executive Board, the Supervisory Board granted all the necessary approvals. Due to time pressure, one
decision was made on the basis of documents provided outside the Supervisory Board meetings in written form.
This related to the EUR 1.6bn two-year revolving credit line which is designed to continue to safeguard the
liquidity of the Group and which will be available from March 2011.

At our meeting to approve the financial statements on 13 March 2009, we reviewed in detail and approved the
annual financial statements of Linde AG and the Group financial statements for the year ended 31 December
2008 and agreed the proposed appropriation of earnings. At this meeting, we also approved the remuneration
structure of the Executive Board including the significant contractual elements based on the proposal submitted
by the standing committee and made the declaration of compliance with the German Corporate Governance
Code. Furthermore, we approved the agenda for the Annual General Meeting, including the proposed resolutions.
On the recommendation of the standing committee, we also renewed the appointment of those Executive Board
members whose terms of office expired in the 2009 financial year, Dr Aldo Belloni, Georg Denoke and ). Kent
Masters, for a further term of five years in each case. Moreover, we were informed in detail in a verbal report
from the Executive Board about the structure and organisation of the Group’s risk management and internal
control systems. In addition to its reqular reports on the business performance and situation of The Linde Group,
the Executive Board also presented us with planning scenarios for the 2009 financial year given the potential
impact of the global financial and economic crisis. The Executive Board explained these planning scenarios
in depth. In particular, the members of the Board provided us with details about selected key data and with
information about the financial and strategic effects on the Group and about possible proposed measures.

Immediately before the Annual General Meeting on 15 May 2009, the Executive Board presented a report on
the current situation of the Group. Moreover, we discussed the 2009 forecast for the Group with the Executive
Board on the basis of the quarterly financial statements for the quarter ended 31 March 2009. The forecast took
into account a number of different scenarios. The Executive Board also provided us with further details about a
draft resolution presented in advance which related to a transaction requiring the approval of the Supervisory
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Board. After reviewing the documents and putting questions to the Executive Board, we gave our approval. The
meeting also served to prepare for the subsequent Annual General Meeting.

At our meeting on 22 September 2009, the Executive Board gave us a detailed report about the economic
situation of The Linde Group and its divisions. We were also presented with the outlook for the whole of 2009.
The Executive Board member with responsibility for Africa presented an in-depth report on the situation and
development prospects in this region. In addition, the meeting focused on the status of the implementation and
development of the Group’s strategies. Topics of discussion included issues such as the strategic positioning
and orientation of the Group and its divisions. The Executive Board explained in detail the opportunities and
risks associated with the global competitive environment given the current general economic situation and the
significance in this context of the process optimisation and productivity improvement programme and further
measures that would be taken in this area.

On 4 December 2009, the Executive Board presented us not only with a report on current business developments
and the performance of the Group in comparison with its competitors, but also with a preview of the 2009
financial statements, the budget for the 2010 financial year and the medium-term corporate plan, including
financial, capital expenditure and personnel plans. The Executive Board supplied reasons where there were
discrepancies between corporate plans or targets set and actual performance. We questioned the Executive
Board in depth about the assumptions they had made, focusing particularly on issues relating to financing
planning, liquidity and debt repayment. We satisfied ourselves that the Executive Board is continuing to conduct
thorough reviews of any risks to the Group that might arise as a result of the difficult prevailing economic
circumstances and is taking appropriate action as a result, and we approved the 2010 capital expenditure
programme of The Linde Group. At this meeting, we were also presented with a comprehensive special report
on the South and East Asia region. Furthermore, the Supervisory Board dealt with new legal requlations and new
provisions in the German Corporate Governance Code and made the corresponding amendments to its bylaws.
The Chairman of the Supervisory Board also reported on the preliminary results of a review of the existing
system of remuneration for the Executive Board by an independent external expert on executive pay. Moreover,
we passed a resolution to adjust the retention associated with the D&0 insurance for the members of the
Executive Board in accordance with the German Law on the Appropriateness of Executive Board Remuneration
(VorstAG) and for the members of the Supervisory Board in accordance with the German Corporate Governance
Code when the insurance contract comes up for renewal on 1 January 2010.

Corporate governance and declaration of compliance

We continually monitor the implementation of the provisions of the German Corporate Governance Code. Linde
AG has also complied with all the recommendations of the German Corporate Governance Code as amended on
18 June 2009. In March 2010, the Executive Board and the Supervisory Board issued an updated declaration of
compliance with §161 of the German Stock Corporation Law (AktG) and made it available to shareholders on a
permanent basis on the company’s website (www.linde.com). Further information about corporate governance
in Linde is given in the corporate governance section on pages 012 to 027.

Committees and committee meetings

The Supervisory Board continues to have four committees: the mediation committee, formed under §27(3) of
the German Codetermination Law (MitbestG), the standing committee, the audit committee and the nomination
committee. The Chairman of the Supervisory Board is Chairman of all the committees except the audit committee.
The current composition of the committees is given on page 004. Information about the responsibilities of the
committees is given in the corporate governance report on pages 013 to 017.
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The standing committee of the Supervisory Board held one meeting in 2009. Several decisions were also made
in writing or by telephone. The standing committee dealt mainly with matters relating to the Executive Board. In
particular, in the context of the remuneration structure approved by the full Supervisory Board, it determined the
amount of remuneration payable to each member of the Executive Board and the individual components of their
remuneration. It also devoted its attention to the recommendations in the German Corporate Governance Code
to limit severance pay on the early termination of the employment of 3 member of the Executive Board and
advised that the Supervisory Board implemented the recommendations. The standing committee prepared the
resolutions regarding the remuneration system for the Executive Board including the main contractual elements for the
March meeting of the Supervisory Board and the renewals of the appointments to the Executive Board. The standing
committee also decided on adjustments required to the articles of association, concerning only the form of words
to be used. It also gave the Chief Executive Officer permission to sit on the supervisory board of another German
listed company, or to assume the chairmanship of such a supervisory board.

The audit committee held five meetings in 2009. In the presence of the auditors, the Chief Executive Officer and
the Chief Financial Officer, it discussed and reviewed the annual financial statements of Linde AG and the Group
financial statements, the management reports, the proposed appropriation of profits and the audit reports,
including the report on the key audit issue and the presentation by the auditors of the main results of the audit.
The audit committee raised no objections as a result of its reviews. The auditors did not report any significant
weaknesses in the internal control and risk management systems relating to the accounting process. The audit
committee also discussed the interim financial reports and quarterly financial statements prior to their publication
based on reports presented by the Executive Board and the auditors. In addition, the committee prepared the
proposal of the Supervisory Board on the appointment of the auditors at the Annual General Meeting, issued
the audit mandate to the auditors, determined the key audit issue and agreed the audit fees. Moreover, the
committee monitored the independence, qualifications, rotation and efficiency of the auditors and the services
provided by the auditors in addition to the audit. The audit committee also entered into an agreement with the
auditors in accordance with the Group’s internal rules about the provision of services not related to the audit
and the auditors informed the committee at each of its meetings about the fees it had charged in relation to
such services. Furthermore, it was provided with information on a regular basis about improvements in the risk
management system and compliance structures, about compliance issues, any legal or requlatory risks, the risk
position and the identification and monitoring of risk within the Group. The audit committee also considered the
internal control system, based on a presentation by the Executive Board. The head of Internal Audit presented a
report on the structure, roles and responsibilities in that department and on their audit work and the audit plan
for 2009. The audit committee also had detailed discussions on a reqular basis about the impact of the financial
and economic crisis. In addition, the audit committee discussed with the Executive Board and the auditors
fundamental issues regarding the preparation and audit of the 2009 financial statements and the consequences
for Group accounting of the German Accounting Law Reform Act (BilMoG), which came into force in May 2009.
The Executive Board also reqularly provided the committee with information about the status of various activi-
ties relating to the external financing of the Group and the safequarding of its liquidity.

The nomination and mediation committees had no cause to meet during the year.

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

Annual financial statements and Group financial statements

KPMG AG Wirtschaftsprufungsgesellschaft, Berlin, (KPMG) audited the annual financial statements of Linde AG
for the year ended 31 December 2009 prepared in accordance with the principles set out in the German

Commercial Code (HGB) together with the management report, as well as the consolidated financial statements
of The Linde Group for the year ended 31 December 2009 prepared in accordance with IFRS as adopted by the
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European Union including the management report in accordance with German generally accepted standards
for the audit of financial statements and in supplementary compliance with International Standards on
Auditing (ISA). The auditors have confirmed that the Group financial statements and the Group management
report meet the requirements set out in §315a(1) of the German Commercial Code (HGB) and have issued
unqualified opinions on both the Group financial statements and annual financial statements. In accordance with
the terms of its engagement, KPMG performed audit reviews of the half-yearly report and the two other interim
financial reports in the 2009 financial year. At no time did these reviews give rise to any objections. KPMG also
confirmed that the risk management system complies with legal requirements. No risks that might affect
the viability of the company as a going concern were identified. The auditors did not report any significant
weaknesses in the internal control system. In the 2009 financial year, the auditors focused in particular on the
audit of long-term construction contracts in the Engineering Division.

The documents relating to the financial statements and the audit reports were issued to all members of
the Supervisory Board in good time. They were the subject of extensive deliberations at the audit committee
meeting on 4 March 2010 and the meeting of the Supervisory Board to approve the financial statements on
16 March 2010. The auditors took part in the discussions both at the audit committee meeting and at the
meeting of the full Supervisory Board. The auditors presented the main results of their audit and were able to
provide supplementary information and to answer questions. The audit committee also presented the results
of its review to the Supervisory Board. We conducted our own examination of all the documents submitted and
audit reports and discussed them in detail. After considering the results of the preliminary review by the audit
committee and the final results of our own review of the documents submitted to us by the Executive Board
and by the auditors, we find no grounds for objection and concur with the results of KPMG's audit.
We hereby approve and adopt the financial statements of Linde AG and of The Linde Group for the year ended
31 December 2009 as drawn up by the Executive Board; the annual financial statements of Linde AG are hereby
final. We also approve the Executive Board’s proposal for the appropriation of profits.

Changes in the composition of the Supervisory Board, Supervisory Board committees and
Executive Board

There were no changes in the composition of the Supervisory Board or Executive Board in the 2009 financial year.
0n 31 December 2009, Mr Klaus-Peter Miller resigned from the audit committee of the Supervisory Board due to
other commitments on his time. At the meeting on 4 December 2009, the Supervisory Board elected Dr Gerhard
Beiten as the new member of the audit committee with effect from 1 January 2010. We thanked Mr Muller for

his valuable contribution to the Supervisory Board audit committee.

The Supervisory Board would like to thank the Executive Board and all Linde employees for their great personal
commitment and dedicated hard work in the 2009 financial year.

Munich, 16 March 2010

For the Supervisory Board

M. AL

Dr Manfred Schneider
Chairman
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CORPORATE GOVERNANCE

Corporate Governance

The Supervisory Board and Executive Board recognise the importance of good
corporate governance. Their actions have always been based on the principles
of responsible corporate management and supervision. Linde sees corporate
governance as an ongoing process and will continue to follow future developments
closely.

CORPORATE GOVERNANCE
(Part of the management report)

013 Declaration on corporate governance
and Corporate governance report
018 Remuneration report
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Declaration on corporate governance and

Corporate governance report

(Part of the management report)

I. Compliance with the German Corporate
Governance Code and declarations of compliance

Linde AG follows the German Corporate Governance Code pro-
duced by the Government Commission in 2002 and last updated
in 2009. The Executive Board and Supervisory Board make the
annual declaration of compliance with § 161 of the German Stock
Corporation Law (AktG):

“The Executive Board and Supervisory Board of Linde AG
declare in accordance with § 161 of the German Stock Corpo-
ration Law: Linde AG has complied and will in future comply
with all the recommendations of the Government Commission
on the German Corporate Governance Code as amended on
18 June 2009. Since it made its last declaration of compliance on
13 March 2009, Linde AG has complied with all the recommen-
dations of the Code as amended on 6 June 2008.”

The current declaration of compliance and all past decla-
rations of compliance with the German Corporate Governance
Code are available on the company’s website at www.linde.com/
declarationofcompliance.

Linde AG complies to the greatest possible extent with the sug-
gestions made in the Code, with the following two exceptions:

- The Code suggests that the Annual General Meeting is trans-
mitted on the Internet. We transmit the opening remarks of
the Chairman of the Supervisory Board and the speech of the
Chief Executive Officer, but not the general discussion. In prin-
ciple, the articles of association permit the transmission of the
Annual General Meeting in full via electronic media. However,
as far as the verbal contributions of the shareholders are con-
cerned, we do not wish to encroach on the right to privacy of
individual speakers. Nevertheless, we will continue to follow
developments closely.

- In addition, there is a suggestion in the Code that variable emol-
uments paid to members of the Supervisory Board should also
be linked to the long-term performance of the company. When
revised arrangements for the remuneration of the Supervisory
Board were agreed at the Annual General Meeting in June 2007,
it was decided not to introduce a long-term component.

Il. Corporate governance practices

The corporate goals of good responsible management and super-
vision and the achievement of sustainable value added have tra-
ditionally been seen as important in Linde AG. Our success has
always been based on close and effective cooperation between
the Executive and Supervisory Boards, consideration of the inter-
ests of our shareholders, an open style of corporate communica-
tion, proper accounting and audit procedures and a responsible
approach to risk and to legal and internal Group rules.

Linde maintains a high standard of ethical principles. In 2007, the
Executive Board developed a corporate philosophy entitled Linde
Spirit and devised a new code of conduct known as the Code
of Ethics and launched both throughout the Group. Linde Spirit
describes the corporate culture which is manifested in the Linde
vision and the values and principles underlying our daily actions.
The Code of Ethics sets out the commitment made by all employ-
ees of The Linde Group to comply with legal regulations and to
preserve and protect the ethical and moral values of the Group. It
is based on our corporate culture and is in line with our global val-
ues and fundamental principles. An important feature of the com-
pliance guidelines of The Linde Group is the notification system
we have installed, which is known as the Integrity Line. The Integ-
rity Line provides both internal and external stakeholders with the
opportunity to express doubts and notify the Group of any suspi-
cious circumstances. The Executive Board has also adopted its own
quidelines in the following areas: occupational safety, health and
environmental protection, quality and purchasing. Like the Code
of Ethics, these apply to all the employees in The Linde Group.
To reinforce compliance with legal requlations as well as with
voluntary rules, we have established a global compliance organ-
isation. The Executive Board has set up a compliance office in
the centralised legal department. Compliance officers have been
appointed in the divisions, business units and operating segments
to support the Group-wide observance of the compliance pro-
gramme. The global compliance manager coordinates and imple-
ments compliance measures. The Executive Board and the audit
committee of the Supervisory Board are reqularly informed about
the current status of the ongoing development of the compliance
organisation, including the associated measures relating to commu-
nications, training and revisions to existing rules of conduct. Train-
ing is provided for our employees worldwide. Courses attended
by employees are supplemented by a Group-wide e-learning pro-
gramme. All the quidelines on our core values and on compli-
ance are available at www.linde.com/quidelinescorevalues and
www.linde.com/corporategovernance.

1. Corporate governance report

Executive Board and Supervisory Board procedures
Linde AG, which has its registered office in Munich, is governed
by the provisions of the German Stock Corporation Law (AktG)
and the German Codetermination Law (MitbestG), capital mar-
ket regulations and the rules set out in its articles of association.
The Executive Board and Supervisory Board are responsible for the
management and supervision functions allocated to them. They
cooperate closely in the interests of the Group to ensure the contin-
ued existence of the Group and to create sustainable value added.
They must actin the interests of the shareholders and for the
benefit of the Group.
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Executive Board

The Executive Board of Linde AG is responsible for the manage-
ment of the company and conducts its business. The current four-
member Executive Board reflects the global nature of The Linde
Group in its international composition. Its actions and decisions
are geared towards the interests of the Group and it must seek
to achieve a sustainable increase in corporate value. The Exec
utive Board decides on the strategic direction of the Group,
obtains the Supervisory Board’s approval of this and ensures
that the overall strategy is implemented. It is also responsible
for annual and multi-year corporate budgets and for the prep-
aration of the quarterly, half-yearly, annual and Group finan-
cial statements. It also ensures that appropriate risk manage-
ment and risk control systems are in place and provides reqular
up-to-date detailed reports to the Supervisory Board on all the
strategic issues affecting the Group, medium-term corporate
plans, business trends, the risk situation, risk management and
the compliance of Group companies with legal requlations and
internal Group quidelines. Actions and transactions of the Exec
utive Board which are of fundamental importance require the
approval of the Supervisory Board. These include, in particular,
the annual capital expenditure programme, major acquisitions,
divestments and financial measures. While in office, members
of the Executive Board are bound by a detailed restraint clause.
Any conflicts of interest must be disclosed immediately to the
Supervisory Board, as well as to their fellow Board members.
The procedural rules of the Executive Board govern the work it
performs, the departmental responsibilities of each member of
the Executive Board, the issues which must be dealt with by the
full Executive Board and the majority required for resolutions to
be passed by the Executive Board. The Executive Board passes
resolutions at meetings held on a reqular basis. A simple major-
ity of the votes cast is sufficient for a resolution to be passed,
unless a greater majority is prescribed by law. If the vote is tied,
the Chairman has the casting vote. Without prejudice to the col-
lective responsibility of all the members of the Executive Board,
the members of the Executive Board have individual responsibil-
ity for the functions allocated to them when the decisions of the
Executive Board are being made. Itis incumbent upon the Chair-
man of the Executive Board to assume responsibility not only for
the functions allocated to him, but also to coordinate properly
all the functions of the Executive Board. He is the leading mem-
ber of the Executive Board who cooperates with the Supervisory
Board and represents the company in public.

No conflicts of interest arose for any member of the Executive
Board during the reporting period. Where such conflicts of inter-
est do occur, they must be disclosed immediately to the Super-
visory Board. No member of the Executive Board is a member of
more than three supervisory boards of listed companies outside
The Linde Group. Information about the members of the Exec

utive Board and their memberships of other German supervi-
sory boards or comparable German and foreign boards of busi-
ness entities is given in Note [24] of the Notes to the financial
statements.

The Executive Board has no committees.

The responsibilities and functions of the members of the
Executive Board are shown in the summary on page 002.

Supervisory Board

Equal numbers of shareholder representatives and employee rep-
resentatives sit on the Supervisory Board of Linde AG, which com-
prises, in accordance with the company’s articles of association,
that number of members which is specified as the minimum num-
ber in the relevant requlations. Currently, the minimum number of
Supervisory Board members specified is twelve. The appointment
of the members of the Supervisory Board is also governed by the
relevant legal regulations. In accordance with the recommenda-
tions of the German Corporate Governance Code, the shareholder
representatives were elected individually at the last election to
the Supervisory Board at the Annual General Meeting on 3 June
2008. The current term of office of the members of the Supervi-
sory Board ends with the completion of the Annual General Meet-
ing in 2013. When individuals are being considered for election to
the Supervisory Board, the deciding factors in the composition of
the Board are the abilities and professional experience of those
individuals and the knowledge that they possess which would
enable them to discharge their duties, and diversity. These fac-
tors are then weighed up, taking the interests of the Group into
account. No former members of the Executive Board are currently
members of the Supervisory Board.

The Supervisory Board appoints the Executive Board, advises
it on the running of the company and monitors its executive man-
agement. The Chairman of the Supervisory Board coordinates the
work of the full Supervisory Board and chairs the meetings. The
chairmen of the Supervisory and Executive Boards share infor-
mation and ideas with one another throughout the year.

The procedural rules of the Supervisory Board include pro-
visions regarding its independence. Some of the members of
the Supervisory Board have in the past financial year been and
are currently on the executive boards of companies with which
Linde has business relationships. Transactions with these com-
panies take place under the same conditions as for non-related
third parties. These transactions do not affect the independence
of the Supervisory Board members concerned. The Supervisory
Board has a sufficient number of members with an adequate
level of independence.

The members of the Supervisory Board disclose any conflicts
of interest arising as a result of consultancy work performed for
other companies or memberships of the executive bodies of
other companies to the Supervisory Board. Any significant con-
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flicts of interest arising which are not temporary will lead to the
removal of the member from the Supervisory Board. The Supervi-
sory Board informs shareholders in its report at the Annual Gen-
eral Meeting of any conflicts of interest which have arisen and
the measures which have been taken as a result.

During the reporting period, there were no consultancy con-
tracts or other service or company agreements between mem-
bers of the Supervisory Board and the company. No conflicts of
interest arose for the members of the Supervisory Board. Where
such conflicts of interest do occur, they must be disclosed imme-
diately to the Supervisory Board.

Supervisory Board members who are members of the exec
utive board of a listed company do not sit on more than three
supervisory boards of listed companies which do not belong to
the group of the company for which they perform their execu-
tive board duties. Information about the members of the Super-
visory Board and their memberships of other German super-
visory boards or comparable German and foreign boards of
business entities is given in Note [24] of the Notes to the finan-
cial statements.

Supervisory Board committees

The Supervisory Board has four committees, each of which com-
prises some of its members. The committees do the groundwork
for the full Supervisory Board. If it is permitted by law and laid
down in the procedural rules of the Supervisory Board, deci-
sion-making powers may in individual cases be delegated by
the Supervisory Board to these committees. The Chairman of the
Supervisory Board is the Chairman of all the committees except
the audit committee.

The Standing Committee, which comprises three shareholder
representatives and two employee representatives, advises the
Supervisory Board in particular on the appointment and removal
of members of the Executive Board and on decisions regard-
ing the remuneration system for the Executive Board including
the terms and conditions of employment contracts, pension con-
tracts and any other contracts pertinent to the remuneration of
Executive Board members. It also provides advice about long-
term succession planning for the Executive Board and reviews
the effectiveness of the work of the Supervisory Board.

The Audit Committee also comprises three shareholder rep-
resentatives and two employee representatives. It does the
groundwork for the decisions of the Supervisory Board regarding
the adoption of the annual financial statements and the approval
of the Group financial statements and makes arrangements with
the auditors. It supports the Supervisory Board in the discharge
of its supervisory function. In this context, it monitors in partic-
ular the effectiveness of the internal control system, the inter-
nal audit system and the risk management system. It supervises
the accounting process and the audit and also deals with com-

pliance issues. Moreover, it discusses the interim reports with
the Executive Board prior to their publication. The audit commit-
tee also makes a recommendation to the full Supervisory Board
regarding the proposal for the election of the company’s audi-
tors. The Chairman of the audit committee, Dr Clemens Borsig, is
an independent financial expert and has specialist knowledge
of accounting principles and internal control systems and many
years of experience in the field.

The Nomination Committee comprises the Chairman of the
Supervisory Board, the Second Deputy Chairman of the Supervi-
sory Board and one other shareholder representative. It makes
recommendations to the Supervisory Board on proposed can-
didates for the election of shareholder representatives at the
Annual General Meeting.

The Mediation Committee, formed under the provisions of
the German Codetermination Law (MitbestG), comprises the
Chairman of the Supervisory Board, the Deputy Chairman of
the Supervisory Board, one shareholder representative and one
employee representative. It makes suggestions to the Supervi-
sory Board regarding the appointment of members of the Exec
utive Board, if the required majority of two-thirds of the votes
of the members of the Supervisory Board is not obtained in the
first ballot.

The names of those sitting on the Supervisory Board and on
the Supervisory Board committees when the financial statements
were being prepared are given on page 004 of this Report or
can be viewed at any time at www.linde.com/supervisoryboard.
Information about the activities of the Supervisory Board and
its committees and about the work it has done with the Execu-
tive Board in the 2009 financial year is given in the Report of the
Supervisory Board on pages 006 to 011.

Annual General Meeting

The shareholders protect their rights at the Annual General Meet-
ing by exercising their right to vote. Each share entitles the share-
holder to one vote. Entitlement to vote at the meeting is based on
holding shares at the internationally recognised record date. The
beginning of the 21st day before the Annual General Meeting is
used as the cut-off date for the identification of shareholders.

The Annual General Meeting takes place within the first six
months of each financial year. The agenda for the meeting,
including the reports and documents required for the meeting,
is also published on the company’s website in German and Eng-
lish. The notice of the Annual General Meeting and the associ-
ated documents can be transmitted electronically to sharehold-
ers if they so wish.

Shareholders who cannot attend the Annual General Meeting
or who leave the meeting before voting has commenced have
the option to exercise their vote using a proxy of their choice or a
proxy appointed by the company voting in accordance with their
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instructions. The proxy forms may be handed in at any time until
the evening before the Annual General Meeting, and may also
be in electronic form if so desired.

The Executive Board of Linde AG presents the annual financial
statements and Group financial statements for approval at the
Annual General Meeting. The Annual General Meeting passes
resolutions regarding the appropriation of profits, the ratification
of the acts of the Executive Board and Supervisory Board, the
election of shareholder representatives to the Supervisory Board
and the appointment of the auditors. Decisions are also made at
the Annual General Meeting regarding changes to be made to
the articles of association, capital measures and the authorisa-
tion to repurchase shares. The remarks of the Chairman of the
Supervisory Board at the beginning of the Annual General Meet-
ing and the speech of the Chief Executive Officer are transmit-
ted live on the Internet. Once the Annual General Meeting has
closed, the results of the votes on each agenda item are pub-
lished on the company’s website without delay.

Consequential loss and liability insurance

The company has taken out consequential loss and liability insur-
ance (D &0 insurance) for the members of the Executive Board
and Supervisory Board with an appropriate retention. We have
made an adjustment to comply with the provisions of the Ger-
man Law on the Appropriateness of Executive Board Remunera-
tion (VorstAG). From the 2010 calendar year, the retention will be
10 percent of the claim, up to a figure of one and a half times the
fixed annual emoluments of the member of the Executive Board.
An equivalent retention has been agreed for members of the
Supervisory Board in accordance with a new recommendation of
the German Corporate Governance Code.

Directors’ dealings

Linde AG publishes without delay those transactions required
to be notified under § 153 of the German Securities Trading Law
(WpHG) which have been effected by the persons named therein,
in particular officers of the company and related parties, in shares
of the company or related financial instruments, in accordance
with the provisions of the law. The notifications also appear on the
Linde website at www.linde.com /directorsdealings.

In the course of the year, members of the Executive Board
and Supervisory Board informed BaFin (the German Federal
Financial Supervisory Authority) about a total of four notifiable
sale transactions involving between 1,000 and 40,000 Linde
shares. All the sale transactions were in connection with the
exercise of share options under the Linde Management Incentive
Programme 2002. The price per share of the notifiable transac
tions was between EUR 62.31 and EUR 86.70 and the size of the
individual transactions between EUR 86,699 and EUR 2,802,400.
In the case of sales of shares which members of the Executive
Board subscribed for by exercising share options under the Linde

Management Incentive Programme, the subscription rights were
included at their value on the grant date in the disclosure of
the remuneration of the Executive Board in the relevant finan-
cial year.

Interests in share capital

The total holdings of all the members of the Executive and Super-
visory Boards in Linde AG shares or related financial instru-
ments during the financial year did not exceed 1 percent of the
shares issued by the company. Therefore, there were no interests
required to be disclosed under section 6.6 of the German Corpo-
rate Governance Code.

Remuneration of the Executive Board and Supervisory Board
The remuneration report, which also includes information about
the share option schemes, is on pages 018 to 027 of this finan-
cial report.

Communications and stakeholder relations

Linde AG complies with the legal requirement to treat all its share-
holders equally. Transparency plays an important role in our com-
pany and we always aim to provide shareholders and the public
with comprehensive, consistent and up-to-date information.

We keep our shareholders and the general public informed
about key dates for the Group and about our publications in a
financial calendar which appears in our annual report and in our
interim financial reports, as well as on the Linde AG website.
Linde AG publishes ad-hoc announcements and press releases
as well as notifiable securities transactions (directors’ dealings)
in the legally prescribed media and on its website. The articles of
association are also on the website. Linde provides information
to the capital market and to the public through analysts’ confer-
ences and press conferences or in the form of teleconferences
which coincide with the publication of the quarterly, half-yearly
or annual results. Reqular events involving the CEO and CFO and
institutional investors and financial analysts also ensure a requ-
lar exchange of information with the financial markets. The dates
and locations of roadshows and investors’ conferences are pub-
lished on the Linde website. The presentations given at these
events are also available to view on the website.

In addition to considering the interests of its shareholders,
Linde takes account of the concerns of other stakeholders who
also contribute to the success of the company. As far as possible,
we include all the stakeholders in our corporate communications.
Linde’s stakeholders include all its employees, its customers and
suppliers, trade associations and government institutions.
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Accounting, audit and risk management

Linde AG prepares its Group financial statements and interim Group
financial statements in accordance with International Financial
Reporting Standards (IFRS) as adopted by the European Union. The
preparation of the annual financial statements of Linde AG com-
plies with German commercial law (the German Commercial Code
or 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 proce-
dures are in accordance with German auditing requlations and
German generally accepted standards for the audit of financial
statements promulgated by the Institut der Wirtschaftsprufer (the
Institute of Public Auditors in Germany), and in supplementary
compliance with International Standards on Auditing. The audit
procedures include a review of the system for the early identifica-
tion of risks. The quarterly and half-yearly financial reports are dis-
cussed in detail by the audit committee with the Executive Board
prior to publication.

In May 2009, the Supervisory Board issued the mandate for
the audit of the annual financial statements and Group financial
statements to KPMG AG Wirtschaftsprifungsgesellschaft, Ber-
lin, who had been appointed at the Annual General Meeting as
auditors of the financial statements and Group financial state-
ments for the year ended 31 December 2009 and had also been
appointed to conduct audit reviews of the interim reports and
half-yearly financial report for the 2009 financial year. The audi-
tors 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
Chairmen of the Supervisory Board and of the audit committee
would be informed 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 obliged to report immediately all the significant
audit findings and events arising from the audit which have an
impact on the duties of the Supervisory Board. The auditors have
also undertaken to inform the Supervisory Board if they discover
facts in the course of their audit which reveal any inaccuracies in
the company’s declaration of compliance with the Code.

Linde has reporting, monitoring and risk management sys-
tems which are continually being updated and adapted by the
Executive Board to take account of changing circumstances. The
effectiveness of these systems is reviewed by the auditors both
in Germany and abroad. The audit committee also supports the
Supervisory Board in monitoring the activities of executive man-
agement, concerning itself in this context also with risk manage-
ment issues. It receives reqular reports from the Executive Board
and the auditors about risk management, the risk position, and
the identification and monitoring of risks. It is also informed on
3 reqular basis about existing risks and the evolution of those
risks. Moreover, the audit committee has agreed with the audi-

tors that, if necessary, they will report to the committee any sig-
nificant weaknesses they might identify in the internal control
and risk management systems relating to the accounting pro-
cess. More details about risk management in The Linde Group
are given in the Risk report on pages 039 to 048. This includes
the report required by the German Accounting Law Reform Act
(BilMoG) on the accounting-related internal control and risk man-
agement systems.
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Remuneration report

(Part of the management report)

The remuneration report sets out the structure, the basic features
and the amount of the remuneration payable to members of the
Executive Board and Supervisory Board. It forms part of the man-
agement report and takes account of the recommendations of the
German Corporate Governance Code. The remuneration report also
contains the information which is legally required under the pro-
visions of the German Commercial Code (HGB). This information is
therefore not repeated in the Notes to the financial statements.

1. Remuneration of the Executive Board

In accordance with the German Law on the Appropriateness of
Executive Board Remuneration (VorstAG) which came into force
on 5 August 2009, the full Supervisory Board rather than the
standing committee of the Supervisory Board is now responsible
for determining the total emoluments of each individual member
of the Executive Board. In line with the procedural rules of the
Supervisory Board, it is incumbent upon the standing committee
to do the groundwork so that the Supervisory Board can pass res-
olutions relating to remuneration.

At the beginning of 2009, in accordance with a recommen-
dation of the German Corporate Governance Code made in june
2008, the Supervisory Board, on the suggestion of the standing
committee, approved the remuneration system for the Execu-
tive Board, which had proved its worth over many years, includ-
ing the main contractual elements. In the meantime, against the
background of the changes in the German Stock Corporation Law
(AktG) as a result of the German Law on the Appropriateness
of Executive Board Remuneration, which does not require any
action in respect of existing contracts, the existing remuneration
system for the Executive Board was reviewed by an independent
external expert on executive pay. In the view of this expert, the
current system complies to a great extent with the objectives
of the German Law on the Appropriateness of Executive Board
Remuneration. According to existing contractual commitments,
a review of the level of the remuneration, its redesign and the
renewal of performance-related components in Linde was not
due to take place until the 2012 financial year. Until then, itis the
intention of the Supervisory Board to examine improvements to
the remuneration system and, once the current contractual com-
mitments have expired, to ensure total conformity with the new
legal requlations. This includes the five-year performance share
programme launched at the Annual General Meeting in 2007. In
2011, the last options will be issued under this scheme. In the
short term, there will be no changes to the current employment
contracts of the members of the Executive Board.

The amount and structure of the remuneration of the Execu-
tive Board are based not only on the extent of the international
activity of the company and its size, its economic and finan-
cial situation, and its performance and prospects, but also on

customary practice regarding remuneration within the environ-
ment in which it operates and the remuneration structure which
applies elsewhere in the company. To gauge what is customary
in the environment in which it operates for the purposes of com-
parison, Linde looks at parallel cases in several external groups
(DAX-30 companies, comparable German and international com-
panies). The emoluments also depend on the duties of each indi-
vidual member of the Executive Board, and on his or her per-
sonal performance and the performance of the Executive Board
as a whole. The remuneration is calculated so that it is competi-
tive in an international context and offers an incentive for sus-
tainable corporate development and sustainable increases in the
value of the company in a dynamic environment.

The remuneration system of the Executive Board consists of
fixed components (which are not performance-related) and vari-
able (performance-related) components. Elements which are not
performance-related are fixed cash emoluments, benefits in kind
or fringe benefits and pension commitments. The performance-
related components are variable cash emoluments and share-
based payments. The variable cash emoluments are determined
on the basis of a one-year period, while the share-based pay-
ments are based on periods of several years. As a supplement to
the remuneration components already mentioned, the employ-
ment contract of the Chief Executive Officer also provides for
potential project-related bonuses which are determined on the
basis of periods of several years. Assuming all performance tar-
gets are achieved in full, the value of the variable emoluments
of the Executive Board in one year would comprise on average
around 55 percent determined on the basis of a one-year period
and around 45 percent determined on the basis of a period of
several years.

The cash emoluments are based on an annual target income,
around 40 percent of which on average is paid to the Board
member in fixed monthly amounts if all the performance objec-
tives are met in full, while around 60 percent is variable. The tar-
getincome is reviewed at regular intervals, at least every three
years. The last review was conducted on 1 January 2009. As a
result of this review, the target income of all the members of the
Executive Board was adjusted. The members of the Executive
Board receive no remuneration for any Group offices held.

Fixed emoluments (excluding pension commitments)

Each member of the Executive Board receives fixed monthly cash
emoluments, which consist of a pensionable component (fixed
monthly emoluments) and a non-pensionable component (fixed
dividend-related bonus).

Benefits in kind are also provided, which are taxed individu-
ally. They comprise mainly insurance benefits at normal market
rates and company cars and, in one case, the provision of secu-
rity arrangements.
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Variable emoluments

Variable emoluments comprise share-based and performance-
based elements of remuneration related to the company. The
Supervisory Board has agreed potential limits which would apply
in exceptional circumstances. The level of variable emoluments
is linked with the achievement of certain financial and strate-
gic targets, movements in the share price and qualitative success
factors. The main performance criteria used in the calculation of
variable emoluments are return on capital employed (ROCE), oper-
ating profit (EBIT), the company’s dividend, adjusted earnings per
share and movements in the share price. The targets set for the
variable emoluments are in line with the key performance tar-
gets applied in respect of the Group and with the interests of the
shareholders and other stakeholders.

Variable cash emoluments
Variable cash emoluments comprise a dividend-related bonus and
performance-related bonuses.

The dividend-related bonus is calculated for each member
of the Executive Board on the basis of an individually agreed
amount in euro for each EUR 0.01 of the dividend declared per
share at the Annual General Meeting which is due to be paid
to shareholders in the relevant financial year. Of the resulting
bonus entitlement, around 70 percent is currently variable, tak-
ing into account the monthly instalments paid in advance. If the
unappropriated profit is based on retained earnings brought for-
ward or releases from provisions, this is not included in the cal-
culation of the dividend-related bonus.

The amount of the performance-related bonus is dependent
on the achievement of certain objectives specified at the begin-
ning of the financial year by the Supervisory Board for that finan-
cial year. The objectives are generally based on multi-year cor-
porate budgets. The main performance criteria for this bonus are
return on capital employed (ROCE) and operating profit (EBIT),
which usually generate 70 percent of the bonus, and to a lesser
extent individual targets, which usually generate 30 percent of
the bonus. For the Chief Executive Officer and the Chief Finan-
cial Officer, financial targets are determined on the basis of key
Group data. For those members of the Executive Board respon-
sible for operations, the targets are determined on the basis of
comparable figures in the divisions and regions for which they
are responsible. The performance-related bonus has an upper
limit. The portion based on key data will not exceed 200 percent
of the bonus amount agreed, and that portion based on targets
relating to the functions performed will not exceed 100 percent
of the amount. The Chief Executive Officer has entitlements to
bonus payments guaranteed by contract if he achieves certain
demanding acquisition, divestment and integration targets. The
amount of these bonuses is determined in each individual case.
These bonuses also have an upper limit.

The variable emoluments are payable on the day after the Annual
General Meeting at which the appropriation of profits is decided.

Share-based emoluments

Linde Management Incentive Programme 2002

uUntil the 2006 financial year, members of the Executive Board
received 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 General Meeting in May 2002.
This scheme (Management Incentive Programme 2002) applied
to members of the Executive Board, members of the manage-
ment boards of affiliated companies and selected executives. In
2006, the last options were issued under this scheme. In total,
1.2 million subscription rights were granted to members of the
Executive Board. The options granted to the participants continue
to be exercisable as long as the conditions for the exercise of
the options are met. Each option confers the right to subscribe
to one share in Linde AG at the exercise price. The exercise price
for acquiring one new share is 120 percent of the base price. The
base price is the average closing price of Linde shares in Xetra
trading on the Frankfurt stock exchange over the last five trading
days before the issue date of the options. The options were issued
in five annual tranches from 2002, each with a term of seven
years. There is a two-year qualifying period, which commences on
the issue date. During the remaining five-year term, the options
can be exercised at any time, except during blocked periods. The
seven-year term of the options in the 2002 tranche ended in July
2009. Options in the 2002 tranche which had not been exercised
by that time duly expired.

In the 2009 financial year, the five tranches in the scheme
were sometimes valuable and exercisable. The exercise prices
of the five tranches vary between EUR 32.38 and EUR 81.76.
The Supervisory Board determined the options to be allocated to
members of the Executive Board and, for other employees enti-
tled to options, the Executive Board decided on the allocations,
with the approval of the Supervisory Board. With effect from the
2004 tranche, the Supervisory Board can decide to restrict the
exercise of options issued to members of the Executive Board if
there are exceptional unforeseen movements in the Linde share
price. In total, members of the Executive Board held 535,000
options at the balance sheet date (2008: 635,000), which were
theoretically all exercisable as the qualifying period had expired.
In the 2009 financial year, members of the Executive Board exer-
cised 100,000 options (2008: 75,000).

Movements in the options issued to the current members of
the Executive Board under the Linde Management Incentive Pro-
gramme 2002 were as follows:
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Options - Linde Management Incentive Programme 2002

At 1 January

Exercised in the financial year

At 31 December

Weighted Weighted ~ Weighted Range of  Weighted  Weighted
average average average exercise average average
exercise exercise  share price prices exercise  remaining

price price  at exercise price life
date
in units in€ in units in€ in€ in units in€ in€ in years
Professor Dr

Wolfgang Reitzle 2009 460,000 59.91 70,000 32.38 66.74 390,000 47.91-81.76 64.85 2.4
(Chairman) 2008 520,000 56.73 60,000 32.38 91.34 460,000 32.38-81.76 59.91 3.1
Dr Aldo Belloni 2009 150,000 58.36 30,000 32.38 84.92 120,000 47.91-81.76 64.85 2.4
2008 165,000 58.22 15,000 56.90 89.28 150,000 32.38-81.76 58.36 3.0
Georg Denoke 2009 25,000 75.01 - - - 25,000 64.88-81.76 75.01 3.0
2008 25,000 75.01 - - - 25,000 64.88-81.76 75.01 4.0

Total 2009 635,000 100,000 535,000

2008 710,000 75,000 635,000

In the 2008 and 2009 financial years, none of the options held by
the Executive Board expired or were forfeited. The Executive Board
member J. Kent Masters is not a participant in this scheme as he
joined The Linde Group after the last tranche had been issued.

Further information about the Linde Management Incentive
Programme 2002 is given in Note [20] of the Notes to the finan-
cial statements.

Linde Performance Share Programme 2007

It was resolved at the Annual General Meeting on 5 June 2007
to introduce a new long-term incentive scheme (Linde Perfor-
mance Share Programme 2007) which would cover a five-year
period. Participants in the scheme include not only members of
the Executive Board, but also selected executives (members of
the management boards of Linde AG group companies, as well
as selected executives of Linde AG and its group companies). The
options may be issued in five annual tranches, in each case within
a period of twelve weeks following the company’s Annual Gen-
eral Meeting. The Supervisory Board determines the allocation of
options to members of the Executive Board, while the Executive
Board determines the allocation for lower tiers of management.
Options are granted to members of the Executive Board for a par-
ticular value. The number of options to be issued to a member of
the Executive Board is determined on the basis of the fair value
per option according to an actuarial report at the grant date. The
term of the options is calculated as three years, two months and
two weeks from the issue date. The options in a tranche are to be
exercised once a vesting period of three years from the date of
issue has been completed, over a period of four weeks, if and to
the extent that certain performance targets are met. Each option
confers the right to purchase one share in Linde AG at the exer-
cise price, which is equivalent in each case to the lowest issue
price, currently EUR 2.56.
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The performance targets for each individual tranche are based on
conditions laid down at the Annual General Meeting and on move-
ments in earnings per share, absolute total shareholder return
and relative total shareholder return. Within each of these perfor-
mance targets, there is a minimum target, which must be reached
if options are to be exercisable, and a stretch target. If the stretch
target is reached, all the options become exercisable based on
the weighting attached to that particular performance target. If
there are exceptional unforeseen movements in the price of Linde
shares, the Supervisory Board can restrict in whole or in part the
volume or extent of options granted to members of the Executive

Board. At the Annual General Meeting, it was resolved that mem-
bers of the Executive Board would be subject to a two-year hold-
ing period for 25 percent of the shares issued.

In the 2009 financial year, the third tranche of options was
allocated. Options were granted to 862 (2008: 871) partici-
pants.

Movements in the options issued to members of the Execu-
tive Board under the Performance Share Programme 2007 were
as follows:

Options - Linde Performance Share Programme 2007

At 1 January

Granted in the At 31 December

financial year

Weighted average

remaining life
in units in units in units in years
Professor Dr Wolfgang Reitzle 2009 78,810 58,754 137,564 1.6
(Chairman) 2008 41,864 36,946 78,810 2.0
Dr Aldo Belloni 2009 26,269 19,585 45,854 1.6
2008 13,954 12,315 26,269 2.0
Georg Denoke 2009 26,269 19,585 45,854 1.6
2008 13,954 12,315 26,269 2.0
J. Kent Masters 2009 26,269 19,585 45,854 1.6
2008 13,954 12,315 26,269 2.0
Total 2009 157,617 117,509 275,126
2008 83,726 73,891 157,617

All the options held were not yet exercisable at 31 December
2009. The exercise price of all the options is currently EUR 2.56
each. During the 2008 and 2009 financial years, none of the
options held by the Executive Board expired or were forfeited.
Further information about the value of the options, and about the
structure, conditions and, in particular, performance targets of the
scheme are given in Note [20] of the Notes to the Group financial
statements. Information about the rules which apply in the event
of a change of control is given on page 051 in the Group manage-
ment report (Disclosures in accordance with §289 (4) of the Ger-
man Commercial Code).
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Total cost of share-based emoluments

The total cost of share-based emoluments in 2009 was EUR 10 m
(2008: EUR 12m). During the financial year, the following cost was
recognised in respect of share-based payment instruments held
by members of the Executive Board:

Cost of share-based payments

in € 2009 2008
Professor Wolfgang Reitzle

(Chairman) 869,166 1,057,706
Dr Aldo Belloni 289,718 346,158
Georg Denoke 289,718 298,158
J. Kent Masters 289,718 269,358
Total 1,738,320 1,971,380

Pension commitments

There are pension commitments in respect of the members of the
Executive Board, which are set out in individual contracts. The
pension is based on a particular percentage of the most recently
paid fixed monthly emoluments. The percentage rate on entry is
20 percent. This percentage increases by 2 percent for every year
of service completed by the member of the Executive Board. The
maximum percentage that can be achieved is 50 percent of the
last fixed monthly emoluments paid. For contracts of employ-
ment agreed before 1 July 2002, the percentage rate on entry
was 40 percent and the maximum percentage that could be
achieved was 60 percent. Payments are made on a monthly
basis once the member has retired from the company and is eli-
gible for his or her pension (old age pension from the age of 65,
pension for medical disability or incapacity for work and sur-
viving dependants’ pension in the event of death). A widow or
widower receives 60 percent of the pension of the deceased
member of the Executive Board. The commitments also include
benefits for any orphans or children who have lost one parent.
Each child entitled to maintenance receives 10 percent (in the
case of children who have lost one parent) up to a maximum of
25 percent (in the case of orphans) of the pension of the con-
tracting party, generally until his or her 18th year, although
maintenance may continue to be paid until the completion of
his or her 27th year. If the deceased left several children, the
amounts are reduced proportionately and limited in total to half
of the pension to which the contracting party was entitled. The
total maintenance payments to surviving 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 retail price index for private households based
on information provided by the German Statistical Office. Once

the member of the Executive Board has completed his or her
55th year and ten years of service on the Executive Board, and
if the employment contract was terminated early by the Super-
visory Board or the term of office was not extended for reasons
beyond the control of the member of the Executive Board, he or
she would immediately receive the pension earned, taking into
account other income.

Emoluments of the Executive Board for 2009

The total cash remuneration of members of the Executive Board
for performing their duties in Linde AG and its subsidiaries in 2009
was EUR 10,462,310 (2008: EUR 11,798,252). The decline in com-
parison with the prior year is mainly due to the fact that the vari-
able cash emoluments fell from EUR 8,157,070 to EUR 6,431,873.
This reflects lower performance-related bonus payments, partly
as a result of the decline in key performance indicators and partly
because in 2008 the Chief Executive Officer received bonus pay-
ments in respect of particularly ambitious acquisition and integra-
tion targets. The total remuneration was EUR 13,462,315 (2008:
EUR 14,798,227), which includes options granted to members of
the Executive Board under the Performance Share Programme
2007, which have a notional value of EUR 3,000,005 (2008:
EUR 2,999,975). In the 2009 financial year, a total of 117,509
options (2008: 73,891) were granted to members of the Execu-
tive Board. The value of these options when they were granted
was EUR 25.53 (2008: EUR 40.60) per option.

Provided that the annual financial statements of Linde AG for
the year ended 31 December 2009 are approved and that the
Supervisory Board accordingly comes to a decision on the vari-
able cash remuneration of 2009, the emoluments for 2009 of the
individual members of the Executive Board were as follows:
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Cash emoluments Share options Pensions

Fixed  Benefitsin Variable Total cash Valueon  Total emo- Annual  Allocated to
emolu-  kind/Other emolu- emolu- the grant luments amount  pension pro-
ments benefits ments ments date if pension vision in
were paid financial
on balance year

in€ sheet date
Professor Dr 2009 1,960,000 39,352 2,721,250 4,720,602 1,499,990 6,220,592 518,400 2,046,780
Wolfgang Reitzle 2008 1,816,000 24,308 4,688,750 6,529,058 1,500,008 8,029,066 424,320 367,647

(Chairman)

Dr Aldo Belloni 2009 720,000 29,739 1,457,148 2,206,887 500,005 2,706,892 288,000 780,503
2008 588,000 31,549 1,227,075 1,846,624 499,989 2,346,613 244,800 -19,645
Georg Denoke 2009 564,000 13,467 946,500 1,523,967 500,005 2,023,972 122,400 243,211
2008 468,000 13,136 907,500 1,388,636 499,989 1,888,625 94,080 100,455
J. Kent Masters 2009 672,000 31,879 1,306,975 2,010,854 500,005 2,510,859 190,920 262,102
2008 624,000 76,189 1,333,7451 2,033,934 499,989 2,533,923 171,360 130,776
Total 2009 3,916,000 114,437 6,431,873 10,462,310 3,000,005 13,462,315 - 3,332,596
(%) 29 1 48 78 22 100 - -
Total 2008 3,496,000 145,182 8,157,070 11,798,252 2,999,975 14,798,227 - 579,233
(%) 24 1 55 80 20 100 - -

1 The figure includes emoluments provided by Group companies in 2008 of EUR 215,245, based on his existing employment contract prior to his appoint-

ment to the Executive Board in 2006.

The increase in amounts allocated to pension provisions is due
mainly to actuarial effects. At 31 December 2009, pension provi-
sions relating to members of the Executive Board who were active
members of the pension scheme were EUR 10,259,762 (2008: EUR
6,927,166) in The Linde Group and EUR 11,305,406 (2008: EUR
8,469,098) in the financial statements of Linde AG.

Benefits on the early termination of a contract

Members of the Executive Board who are not reappointed between
their 55th and 63rd year for reasons beyond their control receive
a lump sum severance payment of 50 percent of their annual
cash remuneration (fixed monthly emoluments, dividend-related
bonus and performance-related bonus) for the last full finan-
cial year before the termination of their employment. In existing
contracts, which currently apply only to Professor Dr Wolfgang
Reitzle, it is stipulated that the performance-related bonus is cal-
culated on the basis of the average of the performance-related
bonuses paid in the previous three years.

In 2009, when the Supervisory Board reappointed Dr Aldo
Belloni, Georg Denoke and J. Kent Masters to the Executive Board,
itincorporated the recommendations set outin Item 4.2.3 of the
German Corporate Governance Code relating to severance pay
caps into their new employment contracts. In compliance with
the Code, all contracts with members of the Executive Board
concluded or renewed in 2009 and new contracts which are con-
cluded or renewed in the future (new contracts) will include the

following provision. If the contract of 3 member of the Execu-
tive Board is terminated early, without cause for the termination
of employment, the severance pay would be capped at twice
the annual cash emoluments (fixed monthly emoluments, div-
idend-related bonus and performance-related bonus). The cal-
culation is based on the annual cash emoluments for the last
full financial year prior to the removal of the member from the
Executive Board. If the annual cash emoluments of the member
of the Executive Board for the financial year in which his or her
employment is terminated are likely to be significantly higher or
lower than the annual cash emoluments for the last full finan-
cial year, the Supervisory Board may at its discretion decide to
make an adjustment to the calculation of the annual cash emolu-
ments. If the original remaining term of the employment contract
was less than two years, the severance pay would be calculated
pro rata. For the period on the basis of which the severance pay
is determined, the members of the Executive Board receive no
pension payments.

If Linde AG is acquired by another company and there is a
change of control, and the employment contract is terminated
within nine months of that date, either by mutual agreement, or
3s a result of the passage of time and the employment contract
not being renewed, or by resignation of the member of the Exec
utive Board due to a more than insignificant impairment of his or
her position as a member of the Executive Board in consequence
of the takeover, the members of the Executive Board have an
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entitlement to benefits, based on their contractual cash emolu-
ments and 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
impaired in 3 more than insignificant way.

For existing contracts, the following compensation and sev-
erance pay rules apply in the event of 3 change of control. In
addition to compensation, comprising the cash emoluments he
or she has foregone for the remaining term of his or her con-
tract (the total of the annual fixed emoluments, the dividend-
related bonus based on the figure for the previous financial year
and the performance-related bonus based on the average of the
past three financial years, less an overall reduction of 25 per-
cent), the member of the Executive Board has, in each individ-
ual case, an entitlement to receive severance pay equal to the
full amount of the annual cash remuneration. If the member of
the Executive Board has completed his or her 55th year when
the employment contract ends and has been on the Board for at
least five years, the severance pay increases to three times the
full amount of the annual cash remuneration. There is no right to
severance pay if the member of the Executive Board has been a
member for less than three years, or if he or she has not yet com-
pleted his or her 52nd year or has already completed his or her
63rd year when the employment contract ends. The total com-
pensation comprising the cash remuneration plus the severance
pay must not exceed an amount equivalent to five times the full
amount of the annual cash remuneration.

When the contracts of the Executive Board members, Dr Aldo
Belloni, Georg Denoke and J. Kent Masters, were renewed in the
2009 financial year, the recommendation set out in Item 4.2.3 of
the German Corporate Governance Code relating to severance
caps in the event of a change of control was implemented. In
accordance with the Code, all Executive Board contracts which
have been concluded or renewed in 2009 and contracts con-
cluded or renewed in future provide, in the event of a mem-
ber retiring early from the Board due to a change of control, for
severance pay in the same amount as would have been paid in
respect of any other early retirement from the Board without
cause. Moreover, the Executive Board member would receive
additional compensation equivalent to his or her annual cash
emoluments (fixed monthly emoluments, dividend-related bonus
and performance-related bonus). The additional compensation
would not be paid if the member of the Executive Board had
been a member for less than three years or if he or she had not
yet completed his or her 52nd year or had already completed his
or her 63rd year when the employment contract end.

For both forms of contract (existing contracts and new con-
tracts), the same rule applies. If the member of the Executive
Board receives benefits on the occasion of or in connection with
the acquisition by a majority shareholder, a controlling com-
pany or another legal entity, these are taken into account when

the compensation and severance pay benefits are calculated.
The pension commitment is determined in accordance with the
rules for the early termination of an employment contract with-
out cause.

If the member of the Executive Board leaves the company’s
service as a result of death or disability, he or she or his or her
heirs are entitled to the fixed monthly emoluments for the month
in which the employment contract ended, and for the six follow-
ing months. Moreover, he or she or his or her heirs are entitled
to that proportion of the dividend-related bonus and the perfor-
mance-related bonus in respect of that part of the year in which
the member of the Executive Board was active.

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

Total emoluments of former members of the Executive Board
Former members of the Executive Board and their surviving
dependants received total emoluments of EUR 2,667,115 in the
2009 financial year (2008: EUR 2,604,480).

A provision of EUR 35,054,097 (2008: EUR 33,942,066) 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 dependants. In the financial
statements of Linde AG, a provision of EUR 36,836,129 (2008:
EUR 37,716,446) was made. The differences in the amounts in
each set of financial statements are the result of the different
parameters used in the calculations in the Group financial state-
ments and the annual financial statements.

2. Remuneration of the Supervisory Board

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

The emoluments comprise two components, a fixed compo-
nent and a variable one which is dependent on the company’s
performance. Part of the variable component depends on the
dividend. Another part s linked to the return on capital employed
(ROCE) for The Linde Group in the relevant financial year.

Fixed emoluments

Each member of the Supervisory Board receives annual fixed
emoluments of EUR 50,000, which are paid at the end of the
financial year.
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Variable emoluments
The first part of the variable remuneration for each member of
the Supervisory Board is EUR 300 for each EUR 0.01 by which the
dividend declared at the Annual General Meeting exceeds a divi-
dend of EUR 0.50 per share with full dividend entitlement distrib-
uted to the shareholders. The second part of the variable remu-
neration is EUR 450 for each 0.1 percent by which the return on
capital employed (ROCE) of The Linde Group exceeds the rate of
7 percent in the relevant financial year. ROCE is determined on
the basis of the information in the relevant audited Group finan-
cial statements in accordance with IFRS and the articles of asso-
ciation. In 2009, ROCE calculated in this way was 10.4 percent
(2008: 12.4 percent).

The variable remuneration is paid on the day after the Annual
General Meeting which determines the appropriation of profits.

Emoluments of the Chairmen, Deputy Chairmen and commit-
tee members

The Chairman of the Supervisory Board receives three times the
fixed and variable emoluments, while each Deputy Chairman and
each member of the standing committee receives one and a half
times the amount. The Chairman of the audit committee receives
an additional EUR 40,000 and every other member of the audit
committee receives EUR 20,000. However, if a3 member of the
Supervisory Board holds several offices at the same time which
pay a higher level of remuneration, he or she only receives the
remuneration for the office which is the most highly paid.

Attendance fees

The company pays members of the Supervisory Board an atten-
dance fee of EUR 500 every time they attend a Supervisory Board
meeting or committee meeting. This amount remains unchanged
if several meetings take place on the same day.

VAT and reimbursement of expenses
Linde AG reimburses the members of the Supervisory Board for any
necessary expenses incurred and for VAT on their emoluments.

Emoluments of the Supervisory Board for 2009
Based on a dividend of EUR 1.80 (2008: EUR 1.80) per share enti-
tled to dividend and ROCE in The Linde Group of 10.4 percent
(2008: 12.4 percent), the total emoluments of the Supervisory
Board (fixed emoluments, variable emoluments and attendance
fees) amounted to EUR 1,739,800 (2008: EUR 2,088,603) plus VAT
of EUR 330,562 (2008: EUR 396,835). Of the total emoluments,
EUR 840,000 (2008: EUR 932,527) related to fixed emoluments
and EUR 868,800 (2008: EUR 1,119,076) to variable emoluments.
The total expenditure on attendance fees was EUR 31,000 (2008:
EUR 37,000).

The individual members of the Supervisory Board received
the amounts listed in the following table:
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Fixed Variable  Emoluments for  Attendance fees Total
emoluments emoluments sitting on emoluments’

audit

in€ committee
Dr Manfred Schneider 2009 150,000 162,900 4,000 316,900
(Chairman) 2008 150,000 189,900 3,500 343,400
Hans-Dieter Katte 2009 75,000 81,450 4,000 160,450
(Deputy Chairman) 2008 75,000 94,950 3,500 173,450
Michael Diekmann 2009 75,000 81,450 2,000 158,450
(Second Deputy Chairman) 2008 75,000 94,950 2,000 171,950
Dr Gerhard Beiten 2009 50,000 54,300 2,000 106,300
2008 50,000 63,300 2,000 115,300
Dr Clemens Borsig 2009 50,000 54,300 40,000 4,000 148,300
2008 50,000 63,300 23,1692 3,000 139,469
Gernot Hahl 2009 75,000 81,450 4,000 160,450
2008 75,000 94,950 3,000 172,950
Thilo Kdmmerer 2009 50,000 54,300 1,500 105,800
2008 50,000 63,300 2,000 115,300
Matthew Miau 2009 50,000 54,300 1,500 105,800
(from 03.06.2008) 2008 28,962 36,665 1,000 66,627
Klaus-Peter Miller 2009 75,000 81,450 2,000 158,450
2008 64,4813 81,633 3,000 149,114
Jens Riedel 2009 50,000 54,300 2,000 106,300
2008 50,000 63,300 2,000 115,300
Xaver Schmidt 2009 50,000 54,300 2,000 106,300
(from 08.09.2008) 2008 15,710 19,889 1,000 36,599
Josef Schregle 2009 50,000 54,300 2,000 106,300
2008 50,000 63,300 2,000 115,300
Total 2009 800,000 868,800 40,000 31,000 1,739,800
(%) 46 50 2 2 100
Total 20084 883,948 1,119,076 48,579 37,000 2,088,603
(%) 4 54 2 2 100

T Amounts excluding VAT.

2 Audit committee (chairman) from 3 June 2008.

3 Standing committee from 3 June 2008.

4 These figures include total emoluments of Board members who retired in 2008: Dr Baumann (EUR 66,922); Mr Full (EUR 73,973);
Ms Friebel (EUR 48,982); Mr Schuhbeck (EUR 48,982); Professor Dr Strube (EUR 48,982); Mr Woller (EUR 86,003).

Loans and advances
At 31 December 2009, there were no loans or advances to mem-
bers of the Supervisory Board.
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Corporate organisation

Linde AG, which comprises the Linde Gas and Linde Engineering
Divisions and the Corporate Centre, is the holding company and
management company of The Linde Group.

Sales and order intake

In the 2009 financial year, Linde AG achieved sales of EUR 2.439bn,
9.0 percent below the prior year figure of EUR 2.681bn. In the
Linde Gas Division, sales fell by 9.6 percent from EUR 1.232bn to
EUR 1.114bn. The main reason for this was the adverse economic
environment in Germany in 2009 compared with the previous
year. Gross domestic product declined by 4.8 percent and indus-
trial production by 15.5 percent. In the Linde Engineering Division,
sales fell by 10.1 percent to EUR 1.351bn (2008: EUR 1.502bn).
The main reason for the decline is related to billing. In 2009, fewer
and smaller projects were completed and billed for the final stage.
During the financial year 2009, revenue was recognised in par-
ticular in respect of contracts in Saudi Arabia, Romania and Hun-
gary.

43 percent of the sales of Linde AG were to customers in Ger-
many. Exports accounted for 57 percent of sales, with 35 percent
(2008: 35 percent) relating to Europe, 57 percent (2008: 53 per-
cent) relating to the Asia/Pacific region and 8 percent (2008:
7 percent) to the Americas. In Africa in 2009, Linde AG achieved
virtually no sales (2008: 5 percent). Most of the export business
relates to Linde Engineering. As the international plant construc
tion business is project business, there are always fluctuations in
the regional figures year by year.

Order intake in the Engineering Division was EUR 809 m,
51 percent below the prior year figure of EUR 1.653bn. The
main reasons for this are the effects of the economic crisis
and the reluctance of our customers to make capital expen-
diture decisions. The Engineering business has also become
more international during the financial year. Many contracts
are being executed by our subsidiaries. The order backlog
reached EUR 4.688bn, 12 percent below the figure for 2008 of
EUR 5.323bn. The average duration of a contract is around three
years.
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Results of operations

In 2009, the focus was both on dealing with the effects of the
economic crisis and on the accelerated and rigorous implemen-
tation of our HPO programme. HPO (High Performance Organisa-
tion) is our integrated approach to process optimisation and effi-
ciency improvement.

Despite a 9.0 percent decline in sales in the 2009 financial
year, we were able to increase our gross margin from 26.3 per-
cent to 28.6 percent. One of the main reasons for this was the
successful results of our HPO programme in 2009. The other main
reason was that earnings in 2009 were only slightly adversely
affected by the recognition of major projects in the Linde
Engineering Division at the lower of cost or market.

Functional costs were 3.5 percent lower in 2009 than in 2008,
mainly due to changes in 2008 in the way in which costs are
recharged within the Group. Research and development costs,
in particular, are borne by Linde AG. At the same time, Linde AG
entered into licence agreements with its subsidiaries. The licence
income is included in sales.

The significant decrease in other operating income and in
other operating expenses is almost solely due to exchange gains
and losses. It is principally the result of the reduction in foreign
currency receivables and liabilities in 2009 and of hedging trans-
actions. The high volume is the result of the financing function
Linde AG assumes for the whole Group.

Operating profit in 2009 was EUR 76 m, which was 19.1 per-
cent below the figure for 2008 of EUR 94 m.

The other financial result was a loss of EUR 117m (2008: loss
of EUR 165m). The improvement was mainly due to lower inter-
est rates. The other financial result was adversely affected by
impairment losses of EUR 49 m relating to financial assets. These
impairment losses relate in particular to investments in East-
ern Europe and are mainly the result of a sustained weaken-
ing of the currencies compared with the euro in these coun-
tries. Investment income rose from EUR 286 m to EUR 375m as
a result of increased income from dividends and profit-sharing
agreements.

In 2008, non-recurring items of EUR 107 m were recognised.
These were the result of post-acquisition group restructuring
which began in the 2007 financial year. In 2008, Linde AG also
sold its valve production facility, MAPAG Valves GmbH, to the
international technology group Metso in Finland. In the course of
2009, the post-acquisition restructuring continued, without how-
ever affecting the earnings of Linde AG.

Profit before taxes on income rose from EUR 215m to
EUR 334m.

The net income for the 2009 financial year of EUR 305m was
around the same as the prior-year figure of EUR 304 m.

Results of operations (summary)

in € million 2009 2008
Sales 2,439 2,681
Cost of sales 1,741 1,978
Gross profit on sales 698 703
Functional costs 792 821
Other income 399 788
Other expenses 229 576
Operating profit 76 94
Investment income 375 286
Other financial result -117 -165
Profit before taxes on income 334 215
Taxes on income 29 18
Non-recurring items

Profit on disposal of investments = 107
Net income 305 304
Retained profit brought forward 582 582
Unappropriated profit 887 886




Linde AG Financial Statements 2009
MANAGEMENT REPORT - Net assets and financial position

Net assets and financial position

Total assets fell in 2009 by EUR 216 m to EUR 14.232bn.

Fixed assets increased by EUR 149m to EUR 13.381bn. The
percentage of total assets comprised by fixed assets was 94 per-
cent (2008: 92 percent). The main component of fixed assets is
financial assets, due to the function of Linde AG as the hold-
ing company of The Linde Group. Financial assets in particu-
lar increased during the reporting period by EUR 168 m, as the
investment in Linde Gas Hungary was sold within the Group to
Linde AG and there was also a capital increase in our subsidiary
Linde Holdings Netherlands B.V. Impairment losses of EUR 49m
on the other hand reduced the figure for financial assets in the
reporting period.

Receivables and other assets fell from EUR 714 m to EUR 520 m.
The main contributory factor here was the decline in trade
accounts receivable, both from third parties and from affiliated
companies.

Total equity (before the appropriation of profit) increased by
EUR 21 m to EUR 7.682bn as a result of net income and the exer-
cise of share options. The equity ratio, based on total assets,
rose from 53 percent to 54 percent. Total provisions amounted to
EUR 1.688bn, EUR 45m higher than in the prior year.

Liabilities decreased by EUR 282 m to EUR 4.862 bn. The main
reasons for this were the lower figure for advance payments
received from customers and the lower figure for trade accounts
payable as a result of the reduction in the volume of business.

Liquid assets fell by EUR 177 m to EUR 320 m.

Net financial debt (financial liabilities less financial receiv-
ables less liquid assets) increased by EUR 339 m in the reporting
period from EUR 2.977bn to EUR 3.316bn. The main reasons for
this were the lower figure for advance payments received from
customers in 2009 than in 2008 and the intra-Group purchase of
the investment in Linde Gas Hungary by Linde AG.

Balance sheet structure as a percentage of total assets

2009 2008

in € million in percent in € million in percent
Assets
Financial assets 12,972 91 12,804 89
Other fixed assets 409 3 428 3
Receivables and other assets 520 4 714 5
Liquid assets 320 2 497 3
Other assets 11 = 5 -
Total assets 14,232 100 14,448 100
Equity and liabilities
Equity 7,682 54 7,661 53
Provisions for pensions 804 6 792 5
Other provisions 884 6 851 6
Liabilities 4,862 34 5,144 36
Total equity and liabilties 14,232 100 14,448 100
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Research and development

In the 2009 financial year, we invested 3 total of EUR 128 m (2008:
EUR 143 m) in research and development. In 2008, there were
changes in the way costs were recharged within the Group. As a
result of these changes, Linde Group subsidiaries now have con-
tractual research and development agreements with Linde AG
and recharge research and development costs incurred locally to
Linde AG.

In the Linde Gas Division, we spent EUR 109 m (2008: EUR 120m).
The focus here was on the development of new gases applica-
tions.

In the Linde Engineering Division, we spent EUR 19m in 2009
compared with EUR 23m in 2008 on innovations and the devel-
opment of technologies for all the main types of plant, especially
for hydrogen, olefin and natural gas plants.

At 31 December 2009, 171 employees were working in re-
search and development (2008: 172). Of these, 94 (2008: 96)
employees were in the Linde Gas Division and 77 (2008: 76) in
the Linde Engineering Division.

Financing and measures to
safequard liquidity

Financing principles and objectives

The aim of external financing and measures to safeguard liquidity
is to ensure that the Group has adequate liquidity at all times. The
crisis in the international capital markets has made it clear how
important it is for a company to procure sufficient liquidity.

our external financial headroom is maintained primarily by
the capital markets and a major international banking group.
Within the Group, the principle of internal financing applies: i.e.
the financing requirements of subsidiaries are covered wherever
possible by intra-Group loans. In accordance with this quiding
principle, the subsidiaries were again financed in 2009 mainly
by our Dutch finance company, Linde Finance B.V., and Linde AG.
Centralised financing makes it possible for Group companies to
act as a single customer on the capital markets and strength-
ens our negotiating position with the banks and other market
participants.

The Group companies are financed either by the cash sur-
pluses of other business units in cash pools (Germany, the UK,
France, Italy, Switzerland, Scandinavia and the Baltic states, the
United States, the Benelux countries, Australia, China and other
Asian countries), or by Group loans from Linde Finance B.V. or
Linde AG. Occasionally, Group Treasury also negotiates credit
facilities with local banks, to take account of particular legal,
fiscal or other circumstances. Local financing occurs mainly for
small amounts or specific projects.

Syndicated credit

The original syndicated credit facility (term loan) of GBP 8.9bn
taken out to refinance the BOC acquisition has now been reduced
to around EUR 0.5bn (2008: EUR 0.9bn). The amount was drawn
upon the syndicated loan commitment through Linde Finance B.V.
In prior years, these funds were transferred by Linde Finance
B.V. to Linde AG as an intra-Group loan. In 2009, the full amount
of the syndicated credit outstanding was directly transferred to
the subsidiaries of The Linde Group. The EUR 2 bn revolver facil-
ity, also syndicated, is currently unutilised and also serves as
back-up for our EUR 1bn Commercial Paper Programme. Both
facilities are available until 2011.

Forward start credit facility

In order to increase the flexibility of our financing still further, in
June 2009 we agreed a new EUR 1.6bn two-year revolver credit
line. This forward start credit line will be available from 2011 and
will succeed the Group’s existing revolver credit facility, which
expires on 3 March 2011. The transaction was arranged by Linde
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itself and forms part of a club deal. More than 20 major German
and international banks used by Linde were involved in the trans-
action.

With this new credit line, Linde has ensured that it has a solid
general liquidity reserve with the banks.

Capital market activities

In 2009, we also made successful use of the capital markets via
our subsidiary Linde B.V. to improve the maturity profile of our
financial debt, thereby ensuring the long-term financing of our
Group.

Under the EUR 10 bn Debt Issuance Programme, issues totalling
EUR 3.9bn in various currencies were outstanding at 31 Decem-
ber 2009 (31 December 2008: EUR 3.5bn). In the course of the
2009 financial year, we placed new bonds totalling EUR 327m
and USD 400 m in the market via Linde Finance B.V.

In November 2009, Linde issued a 5-year Eurodollar bond
for USD 400 m with a coupon rate of 3.625 percent. The issue
was used to refinance part of the syndicated credit in US dollars
in order to optimise the maturity profile still further. The issue,
which met with a positive response, was Linde’s first venture

into the Eurodollar market and was a seamless continuation of
the Group’s successful financing strategy of relying on a broad
base of financing sources and tools. The bond was issued under
the Debt Issuance Programme by Linde Finance B.V. and is listed
on the Luxembourg Stock Exchange.

Rating

Since 1999, the creditworthiness of The Linde Group has been
rated by the leading international rating agencies Moody’s und
Standard & Poor’s. The rating is an essential requirement for a suc-
cessful and sustainable presence in the capital market. Even after
the BOC acquisition, our stated objective is an “investment grade”
rating. Only six months after the BOC acquisition, in spring 2007,
the rating agencies both increased Linde’s rating by one notch
to BBB and Baatl respectively. In April 2008, Standard & Poor’s
increased its rating still further to BBB+. At the same time, the
rating of the subordinated bonds was raised to Baa3/BBB-,
which brought them up to the investment grade rating. In April
2009, Standard & Poor’s improved its outlook for the long-term
rating from stable to positive.

Rating 2009

Rating agencies Long-term rating Outlook Short-term rating
Moody’s Baal Stable pP-2
Standard & Poor’s BBB+ Positive A2
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Corporate responsibility (CR)

In the 2009 financial year, our continued commitment in the core
areas of our corporate responsibility remained a matter of great
importance to us. The progress we have made in our five focus
areas (Employees, Environment, Corporate Citizenship, Ethics and
Compliance and Socially Responsible Investments (SRI)) was sum-
marised and published in November 2009 in a Corporate Respon-
sibility Report, as in past years.

Our activities here concentrated above all on improvement
measures in the area of environmental and climate protection in
our own production facilities and on the diverse applications of
our gases and technologies, which present our customers with
an environmentally friendly alternative to existing processes. We
also focused on our global targeted personal development pro-
grammes. During the financial year, for example, we devised and
implemented training modules for the various target groups of
employees in the Group. The 2009 CR Report also includes our
current non-financial data, comprising key employee data and
key HSE (Health, Safety, Environment) data. The report was pub-
lished for the first time on the Internet with an accompanying
brochure at www.linde.com.

Guidelines and CR Council

The corporate responsibility policy is one of the guidelines on
which we base our actions. In the policy, we commit ourselves to
acting responsibly towards our stakeholders, which might include
our shareholders, our business partners, our employees and the
community, and to developing sustainable technologies and pro-
tecting natural resources.

A high-level committee, the CR Council, sets targets every
year on this basis, which are summarised in the CR road-map and
gradually implemented.

The members of the CR Council are Professor Dr Wolfgang
Reitzle, Chief Executive Officer of Linde AG and Dr Aldo Belloni,
a member of the Executive Board, together with the managers
with global responsibility for Corporate Communications & Inves-
tor Relations, Human Resources, Internal Audit, Legal and SHEQ.
In the 2009 financial year, the committee met on 30 September
in Munich.

CR road-map 2009/2010

In the 2009 financial year, we achieved our target and received
an assurance report from KPMG Sustainability for selected HSE
data. We also succeeded in improving the quality of our record-
ing processes for non-financial key data. It should also be empha-
sised that the measurement of Linde shares in line with Socially

1 Safety, Health, Environment, Quality.

Responsible Investment (SRI) criteria has continued to improve.
They were included, for example, in 2009 in the Ethibel Sustain-
ability Index (ESI) Europe. To select shares for the index, a pro-
cess is adopted which analyses and values the company on the
basis of criteria which are given equal weight - internal social
policy, environmental policy, external business policy and ethi-
cal economic policy.

The asset management company Sustainable Asset Manage-
ment (SAM), which specialises solely in sustainable investments,
publishes and licenses the internationally recognised Dow Jones
Sustainability Indexes (DJSI) and assesses the sustainability per-
formance of the world’s 2,500 largest companies. Linde received
awards in 2009 from SAM in two different categories at the same
time. In a global comparison with the other companies in its sec
tor, Linde had made the greatest progress in the area of corpo-
rate responsibility (Sector Mover of the Year) and it was also
included for the first time as one of the Sustainability Leaders
(SAM Bronze (lass).

The dialogue with our customers about corporate responsibil-
ity has also intensified in the past year.

In the current financial year 2010, we will seek:

- to involve independent third parties again in the verification
of selected non-financial data and

- to roll out an Environmental Innovation Performance Indicator
across the whole Group.

Key themes

We identify the key CR themes at various levels (global, regional,
local), which enables us to match the ecological and social chal-
lenges for our core business with the requirements of our stake-
holders. The themes identified are designated as high, middle or
low priority.

In the Safety, Health, Environment und Quality (SHEQ) action
area, for example, we have identified environmental and cli-
mate protection, as well as health protection for our employ-
ees, as themes of above-average importance for sustainable and
responsible corporate management.

In the Employees action areg, this applies not only to build-
ing commitment to the Group and fostering talent, but also to the
theme of demographic trends.

In the 2009 CR report, we will report in detail on other themes
relating to all five CR action areas and on the various measures
taken and targets set. The Corporate Governance Report (see
pages 013 to 017) sets out our approach in the past financial
year in the Ethics and Compliance action area.
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Safety, Health, Environment, Quality (SHEQ)

For all our stakeholders, but especially for our employees and cus-
tomers, extensive and effective management in the four areas
included under the designation SHEQ (Safety, Health, Environ-
ment and Quality) is of great importance. Our aim is to improve
the quality of our products and services constantly, while at the
same time maintaining high standards of safety, health and envi-
ronmental protection.

HSE management

The integrated HSE management systems at Group level are the
relevant tools for the management of HSE (Health, Safety and
Environment) in Group companies in Germany. They comprise
internal SHEQ guidelines and include detailed descriptions of the
processes to which they apply.

Between November 2008 and January 2009, the SHEQ central
function also conducted a Group-wide qualitative assessment on
the topic of health protection. A total of around 80 business units
in Linde (Gases Division companies, the Engineering Division and
the Electronics Business Area) answered 60 or so questions. The
evaluation of the answers revealed that the strengths and weak-
nesses of health management vary in Linde according to region
and that there are already many excellent programmes at a local
level. A strength highlighted in Germany, for example, was emer-
gency medicine. The aim in the current financial year is to estab-
lish a mandatory minimum standard for health management and
to promote the exchange of best practice in the Group.

Quality management
In the Gases Division, the consistently high quality of our gases is
exceptionally important.

As a result, over 65 percent of all the sites in this division
have been certified in accordance with the international quality
management standard DIN EN 1SO 9001, including the Linde Gas
Division in Germany.

In the Engineering Division, quality management is integrated
into the core processes in accordance with internationally rec-
ognised standards from the tendering process to the execution
of the contract and the provision of customer services. Quality
management and HSE management are interlinked and for a sin-
gle project might comprise setting quality and HSE targets, mon-
itoring customer satisfaction and conducting internal audits. The
Engineering Division, like the Gases Division, secures its quality
management by obtaining external certification.

Climate protection
In its quidelines (corporate responsibility policy, SHEQ policy),
Linde expressly commits to protecting the environment, offering

safe, environmentally friendly products and services, and devel-
oping technologies, products and services which are particularly
ecologically sustainable. We ourselves have undertaken to mea-
sure and evaluate those of our own processes which are relevant
to the environment and the climate on a regular basis and to pub-
lish the results.

In the Gases Division, particularly relevant in climate protec-
tion are air separation units and HyCO plants, the main prod-
ucts of which are hydrogen and carbon monoxide. Qur great-
est challenges here are lowering energy consumption and using
energy efficiently, as well as the associated reduction in green-
house gas emissions, because the production of industrial gases
is energy-intensive. When our gases are transported by truck,
whether they be liquefied gases transported in tankers or cyl-
inder gases transported in cylinders, we take care to optimise
routes so as to reduce fuel consumption and therefore emis-
sions. Across all industry sectors, there are gases applications
which can make the processes more environmentally friendly
and climate-friendly, whether by substituting materials, improv-
ing the efficiency of combustion processes, or reducing emis-
sions or waste. Climate protection is integrated into the main
processes of our Engineering Division and comes particularly into
focus at the tendering stage and in the planning phase of the
plant. Should process technologies be available that are proven
to be more environmentally friendly than those specified in
the customer’s tender or than required by law, our Engineering
Division points out the advantages of these solutions to our cus-
tomers and demonstrates how they can be integrated into the
customer’s project.

Research and development are exceptionally important for
our plant construction business and this also applies to climate
protection. Since 2009, we have been measuring the levels of
innovation in our Engineering Division from an ecological per-
spective using the Innovation Performance Indicator, which will
also be introduced in the Gases Division in the course of 2010.
More details about our gases applications and climate protection
technologies can be found at www.linde.com/cr.

Employees

Qualified and motivated employees are an important prerequisite
for the sustainable success of our Group. As we are in competi-
tion with other companies, we pursue an integrated Group-wide
personnel strategy which is designed to support our employees
and encourage their commitment. The continuing professional
development of our employees, based on the requirements of
the Group, is a key element of our personnel management at all
our locations. The Group-wide Human Resources (HR) function is
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responsible for advising and supporting all the business units on
these personnel issues. Our personnel development programmes,
which we bring together under the heading “People Excellence”
and which we expanded in 2009, are an example of this. We
were also able virtually to complete the introduction of a Group-
wide personnel data management system. A web-based platform
which ensures a high level of data security now makes it possible
to retrieve Key Performance Indicators (KPIs), which are based on
standard definitions, without any time-lag.

We have also begun to take account of the global demo-
graphic shift, i.e. a rapidly ageing population in industrial coun-
tries on the one hand and high rates of population growth in the
emerging economies and newly industrialised countries on the
other, as a factor in our future personnel management.

People Excellence

The range of jobs within our Group makes it necessary for us
to devise our personnel development programmes on 3 modu-
lar basis and in a way that is as much directed towards target
groups as possible. These programmes are characterised by prac-
tically relevant learning and therefore offer the best preparation
for the continuing professional development of our employees in
both specialist/technical and personal spheres. An example of
this is the development of future managers by tutors who have
been trained internally and are themselves engineers, scien-
tists or technicians. Our line manager development programme is
aimed at first-tier and second-tier managers, who have the great-
est direct responsibility for employees at Linde. One of the core
competences being taught is effective leadership and the inclu-
sion of employees so as to achieve further improvements in their
own productivity and enhance their commitment.

Linde University

Under the auspices of Linde University, we have created an inter-
national training and development programme focusing on lead-
ership and business management as well as on continuing pro-
fessional development.

The education plan of Linde University comprises both teach-
ing with students present and online interactive learning pro-
grammes, as well as project work. In order to integrate the most
recent scientific knowledge and management theories into the
learning process, we cooperate at an international level with
leading universities. At the same time, we also involve top man-
agement in our training and continuing professional develop-
ment programmes, to ensure that they have practical relevance
tailored to the needs of the Group.

Lifelong learning
In Germany, as in other industrialised countries, the number of
qualified personnel is already declining, even though they are

urgently needed. The reason for this is lower numbers in younger
year-groups.

In particular, there is an acute shortage of engineers. The
recruitment of highly-qualified engineers is, however, a vital
component for sustainable success in a technically-oriented
Group such as Linde. To improve this situation across the various
levels of education, we rely on various measures.

We encourage an interest in science, for example, by spon-
soring various schools in Germany, and beyond the German bor-
ders we are an active partner in the fields of higher education
and research.

One example of the way in which we support the learning of
older employees as well is the “WeGebAu” programme (a training
scheme for older employees working in the company who have
few qualifications). We are initially implementing this scheme
only in Germany, in collaboration with the Bildungswerk der
Bayerischen Wirtschaft.

Employee representation

The cooperation between our Group and its employees, employee
representatives and trade unions is characterised by a fair balance
between the economic interests of the Group and the interests
of our workforce worldwide. In 2009, 76.7 percent of Linde AG
employees were employed under collective agreements (2008:
80.2 percent). In Germany, the Works Constitution Act (BetrVG)
governs cooperation between company management and
employee representatives. Employee representation in The Linde
Group is two-tiered, comprising decentralised works councils in
the individual units and a central works council for the Group
as a whole. In addition to this two-tiered co-determination sys-
tem, Linde has also had a European works council for a number of
years. This provides the opportunity for employee representatives
to share information across national boundaries.

Company pension schemes in Germany
In Germany, Linde finances occupational pension schemes in the
form of defined benefit plans by means of a direct commitment.

The pension provision for employees comprises two main ele-
ments: employer-financed provision and (employee-financed)
provision where employees convert portions of their salary into
pension contributions.

The employer-financed provision is for the most part in the
form of a contribution-based benefit system.

The voluntary participation of the employees in the salary
conversion scheme in the Linde Pension Plan is encouraged by
Linde, which makes a matching contribution, i.e. if an employee
participates in the salary conversion scheme, the benefit in the
year of participation increases by up to 20 percent.

The Linde Pension Plan and some of the employer-financed
plans are externally funded via a contractual trust arrangement
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(CTA). Animportant aspect of this contractual trust arrangement
is that, as well as the statutory insolvency insurance which
applies to pension commitments, company pensions have addi-
tional legal protection from Pensions-Sicherungs-Verein aG
(PSVaG).

Linde provides employer-financed contributions for 6,254
employees in Germany (5,501 in Linde AG), while 1,605 for-
mer employees (1,450 in Linde AG) have acquired a non-for-
feitable entitlement to 3 company pension (deferred members)
and 9,177 pensioners (8,285 in Linde AG) are drawing a com-
pany pension from Linde. Around 3,067 employees are currently
participating in the Linde Pension Plan (2,445 in Linde AG), 164
former employees have acquired a non-forfeitable entitlement
to a company pension (125 in Linde AG) and 22 pensioners are
already drawing their pension (19 in Linde AG).

Thank you to our employees

The Executive Board would like to thank all Linde employees for
their high level of dedication and hard work in the past financial
year. Our staff have made tremendous efforts across the globe
which have contributed to the steady performance of our Group.

Key data

The Group-wide collection and reporting of non-financial data
constitute an important tool for us, enabling us to evaluate the
ecological and social impact of our entrepreneurial activity, assess
our progress and plan our next steps. Our objective is to make
continual improvements in our efforts to run our business in a sus-
tainable and responsible manner. The reqular publication of our
key data also enables our stakeholders to examine and evaluate
the performance of The Linde Group.

We publish here the principal employee data for Linde AG.

In the 2009 financial year, we expanded the section entitled
“Facts and Figures” on our website at www.linde.com/cr and,
where relevant, we disclose the key data for the Group by divi-
sion over several years for employees, health, safety and the
environment. So that the figures can be evaluated more easily,
we give detailed information about our data management and
about the definitions underlying the key data.

More detailed information about our employees, environmen-
tal protection, safety and corporate citizenship can be found in our
online Corporate Responsibility Report 2009 at www.linde.com/cr.
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Employees in Linde AG

% 2009 2008
; Employees by division (as at the balance sheet date)
é Linde Gas division 2,621 2,745
- Linde Engineering division 2,739 2,817
I Corporate Centre 248 247
Linde AG 5,608 5,809
> Structure of the workforce
g Proportion of part-time employees in % 3.9 4.0
§ Proportion of fixed-term employees in % 2.9 7.8
Proportion of staff covered by collective wage agreements in % 76.7 80.2
- Proportion of apprentices in total workforce in % 4.0 3.9
% Number of apprentices and trainees 227 225
% Employee retention
% Staff turnover rate ! in % 0.9 1.3
51
Diversity
Proportion of women in % 22.0 21.6
§ Age structure of permanent staff in %
; Staff under 30 years old 14.3 15.4
g Staff between 31 and 50 years old 58.3 57.7
Z Staff over 50 years old 27.4 26.9
Employee training
Average number of training days per employee 0.8 2.8
Average expenditure on training programmes per employee in € 204 470

1 The staff turnover rate relates to employees who have left the Company voluntarily during the financial year.
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Risk report

The following report applies to both the parent company Linde AG
and to The Linde Group. The holding company Linde AG is of cru-
cial importance in our management of risks and opportunities.

Risk management

Risk policy

The Linde Group, a technology company with global operations,
is exposed to a great variety of risks in the course of its interna-
tional business. It is our willingness to take entrepreneurial risks
that enables us to exploit opportunities as they arise. We there-
fore intentionally take risks, as long as they are reasonable and
can be managed and controlled, and bear such risks if they are
expected to create value added for the Group.

For us, risk management is a systematic approach which
involves recording and evaluating risks, then managing the
response to any risks identified. We therefore see risk manage-
ment as an ongoing Group-wide task which is an integral part
of all decisions and business processes in The Linde Group. Risk
management aims to make it more certain that growth and earn-
ings targets and strategic objectives are met.

The Linde AG Executive Board has established a comprehen-
sive, systematic and efficient Enterprise Risk Management (ERM)
system, the basic principles of which are laid down in Group
guidelines. We have tailored this system to suit our corporate
structure. It is a vital component of the Group management pro-
cess.

The key elements of our Enterprise Risk Management system
are the risk management system and the internal control system,
which are interrelated.

The risk management system focuses on the identification
and handling of risks. It has always sought to address not only
those risks that might affect the viability of The Linde Group as
a going concern, as required by the German Law on Control and
Transparency in Business (KonTraG), but also all material risks
for The Linde Group.

The aim of the internal control system is to prevent the occur-
rence of risks in our operations by adopting appropriate controls
and processes, especially in the areas of conformity with the
law, compliance with our strategy, the quality of our account-
ing and reporting, the quality of our processes and the protec-
tion of assets. We do not limit ourselves to risks that might have
a direct impact on the net assets, financial position or results
of operations of The Linde Group, but also examine risks which
might have only an indirectimpact on key financial figures, such
as risks to our reputation. The internal control system comprises
all controls and processes which are incorporated into our busi-
ness operations so as to monitor those risks which have been
identified.

Organisation, responsibilities and risk management tools

We distinguish between risks which relate to the entire Group
(Group risks) and risks arising from the activities of the operat-
ing business units (business risks). Group risks are identified by
members of the Executive Board and managed by those person-
nel to whom the responsibility for those risks has been allocated.
Business risks are managed by the operational executives in the
divisions.

Those with responsibility for the risks in the operating seg-
ments of the divisions are tasked with the systematic handling of
business risks. They identify, analyse, manage and monitor the
risks in their respective areas on a continual basis, while the next
tier of management is responsible for controlling those risks.

To ensure that standard procedures are applied to the iden-
tification and evaluation of business risks in the operating seg-
ments, the central risk management department provides those
responsible with the risk management tools and methods they
require. It also coordinates the Group-wide recording of all sig-
nificant risks for The Linde Group and continues to develop the
tools and methods required to identify and evaluate risks.

The heads of the Global Support Functions are responsi-
ble for establishing processes and control systems in their own
areas to ensure compliance with legal requirements and inter-
nal quidelines. The latter in particular are regularly reviewed for
best practice both within and outside the Group. The Global Sup-
port Functions reqularly conduct risk reviews to harmonise their
risk management activities, adapting them to any changes in
the risk situation. In this context, the principal internal controls
(key controls) are recorded and documented centrally. Guide-
lines issued centrally are an essential component of these key
controls. Examples of these guidelines are:

- (apital expenditure guideline: The decision and allocation pro-
cess for capital expenditure is centralised in The Linde Group.
Each large item of capital expenditure is approved by a cen-
tral investment committee and/or by the Executive Board of
Linde AG.

- Treasury guideline: Our worldwide Treasury guideline essen-
tially addresses the financial risks which may be encountered
by a group with global operations, such as counterparty risk,
liquidity risk and risks arising from changes in interest rates
and exchange rates. Clear guidelines are set for our subsid-
iaries to minimise these risks and actively manage them. The
Treasury committee, which is chaired by the Chief Financial
Officer, receives a monthly report on these risks.

- Purchasing quideline: Our worldwide purchasing activities
require us to fulfil complex requirements in terms of our busi-
ness conduct. We accept the principles of free and fair com-
petition. We therefore reject any illegal business practices
when purchasing goods and services. We have supplemented
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our employee code of conduct with a purchasing guideline
which applies equally to all Linde AG personnel. In these rules,
Linde AG sets out principles relating to business conduct and
the avoidance of conflicts of interest.

In addition to implementing the central standards referred to
above, each local unit is responsible for adapting the internal
control system to local needs, especially in addressing business
risks, and for its functionality. A review of the internal control sys-
tem is performed at reqular intervals by local units and by the
Global Support Functions, based on self-assessment. The self-
assessment involves companies and the Global Support Functions
documenting, for example, whether the processes in the individ-
ual functional areas accord with the rules and comply with safety
requirements, or whether key controls have been implemented
and whether they are effective. Internal Audit is responsible for
the coordination and evaluation of this process.

Accounting-related internal control system
The production of the Group financial statements is centrally
defined, monitored and implemented.

Uniform accounting and reporting guidelines define the min-
imum requirements for local units and ensure compliance with
legal requlations and the provisions of the articles of association.

Accounting transactions are recorded by divisions of Linde AG.

The internal control system procedures, which are geared
towards the proper preparation and reliability of Group account-
ing records, ensure that business transactions are recorded on a
timely basis in accordance with legal regulations and the provi-
sions of the articles of association and that the records of these
transactions are complete. They also ensure that inventories are
properly drawn up, and that assets and liabilities are appropri-
ately recognised, measured and disclosed. The separation of
administration, implementation, execution and authorisation
functions reduces the chance of fraud.

The accounting systems of the divisions are fully integrated
ERP systems which are tailored to the specific requirements of an
industrial gases and plant construction company. These systems
not only collect data for the preparation of the annual finan-
cial statements in accordance with the provisions of the German
Commercial Code (HGB) and of the rules set out in the articles of
association, but also provide all the data for the Group manage-
ment accounts prepared on a monthly basis in accordance with
IFRS. Supplementary information is added to the data recorded

in the divisions to form a reporting pack and the divisions submit
this on a standard set of forms.

This data provides the basis for the management of the entire
Group and is available to the Financial Control department and to
other central departments. The divisions are combined centrally
to create the annual financial statements of Linde AG. In particu-
lar cases, for example the measurement of pension obligations,
external experts are used.

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

- mechanical controls, such as reasonableness checks of the fig-
ures and systems access controls based on the authorisation
concept, implementation of the four-eye concept, and

- manual controls, such as variance and trend analyses based on
defined key figures and comparisons with budget figures. The
reliability of the accounting procedures is also underpinned by
monthly review discussions at divisional level.

Risk recognition, evaluation and management
At the very heart of all risk management is a systematic, cycli-
cal risk management process, involving a series of steps from the
identification of a risk, to the analysis, evaluation and manage-
ment of the risk, and finally to the monitoring of the measures
taken in reaction to the risk. Those with local responsibility for risk
in the operating units ensure that, among other things, the global
implementation of the risk management process takes place.
The management team of each unit analyses the main risks
affecting their unit. Then the executives in the various units cat-
eqorise each risk they have identified and evaluate it in terms
of its loss potential and the expected probability of its occur-
rence. All the units in the Group use the same assessment cri-
teria issued by the central risk management department. When
evaluating the loss potential, we consider not only the impact on
earnings, but also the impact on non-monetary aspects such as
safety, service, reputation and strateqgy. For each risk, the busi-
ness units plan the next step of measures that can be taken to
manage the risk, so that the risk may be reduced to an accept-
able level. The management of the risk comprises a selection or
combination of measures to avoid risk, to transfer risk, to reduce
risk and to control risk. For each risk, responsibility for the risk is
assumed by an individual appointed by the management of the
Group business unit. This person then monitors the risk and man-
ages the handling of the risk.
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Risk workshops involving the management teams of the operat-
ing units are our key tool when identifying and evaluating risks
and determining the measures to be taken to reduce those risks.
The Group business units record all the risks identified in risk reg-
isters which are updated quarterly. In the risk registers, for each
risk, the measures taken to reduce the risk are documented and
an assessment is made of the probability of occurrence of the
risk and its loss potential in a clear, summarised form, so that
the decision-makers are given an overview of the risk position
in their unit. We also have a simulation model which enables us
to demonstrate the effects of various factors on business perfor-
mance in the course of our planning. Changes in influencing fac-
tors identified by our risk management process are incorporated
into the model and allow us to demonstrate the effect of the risks
on business performance. We employ statistical methods to deter-
mine the trends.

Risk reporting

The reporting system is of particular importance when monitor-
ing and controlling the risks of current business operations. It
ensures that the business performance of the individual compa-
nies in the Group is portrayed and described in accordance with
uniform guidelines.

Under the risk management system, the Group companies
adopt a bottom-up approach and report the status of any signif-
icant risks and any changes in those risks, based on graduated
cut-off points for loss potential and probability of occurrence.
In addition, any risks which arise unexpectedly or which have
repercussions for the whole Group are communicated directly to
the appropriate personnel in the Group, irrespective of the nor-
mal reporting channels.

Every quarter, the Executive Board is presented with status
reports from the central risk management department which
are then discussed at an Executive Board meeting. The status
reports include not only a presentation of the significant risk
positions in the individual divisions and regions, but also quali-
tative and quantitative assessments of the probability of occur-
rence and loss potential of any risks identified which might
pose a threat to the Group companies and to the Group as a
whole. Moreover, the operational members of the Executive
Board report every six months on the risk situation within their
spheres of responsibility. The Executive Board presents a report
on the risk situation in the Group at the quarterly meetings of
the audit committee.

Audit

The internal audit department performs reviews at reqular inter-
vals of the efficiency and effectiveness of the risk management
system and the internal control system. The external auditors also
assess the effectiveness of the early recognition system for risks
and submit reqular reports at a global level about the outcome
of their reviews to the Group Executive Board and Supervisory
Board.

The annual financial statements are audited by an external
auditing firm (KPMG AG Wirtschaftsprifungsgesellschaft). The
divisions are also audited by KPMG AG Wirtschaftsprifungsge-
sellschaft. As well as submitting an auditors’ report, the audi-
tors also report on any matters arising from the audit, such as
audit issues.

In addition to the external auditors, the internal audit depart-
mentis also involved in the testing of subsystems relevant to the
accounting such as the Treasury system and the bookkeeping
systems of the divisions.

Continuous improvement
Our risk management system is continuously being improved. In
the first quarter of 2009, we successfully completed the introduc-
tion of our risk management software. This enabled us to increase
yet again the efficiency and effectiveness of our forward-looking
risk management system.

The relevant accounting-related internal controls are reviewed
and fine-tuned on a reqular basis to ensure an efficient and
effective process. All the guidelines which apply to local units
and Global Support Functions are reviewed at least once a year
to ensure that the processes are improved and amended.

Risk areas

We set out below the main risk areas which might have an
adverse effect on our net assets, financial position and results
of operations, and for each risk area we set out the strategies
we have adopted to control those risks. In each risk area, a large
number of individual risks from different regions and business
areas are grouped together. Moreover, each strategy in turn com-
prises a large number of specific individual measures and activi-
ties. Therefore, no opinion is expressed as to the potential loss
or the probability of occurrence of the risks in the individual risk
areas.
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Risks arising from the economic environment

As a company with global operations, we are dependent on cycli-
cal trends in the world economy. The decline in demand seen
across the world in the 2009 financial year as a result of the eco-
nomic crisis represents a risk for us. Uncertainties about future
global economic development remain. We may be faced with fur-
ther lost sales, a potential lack of new business or an increase in
the risk of bad debts in our operating business due to the increas-
ing inability of our customers to make payments (counterparty
risk). The high level of volatility in the financial markets will con-
tinue to make it difficult to make an accurate assessment of the
future net assets, financial position and results of operations of
The Linde Group.

The Linde Group operates in many countries and regions, sup-
plying almost all industry sectors. This does not mean that we
are able to prevent the worldwide decline in demand having a
negative impact on our growth targets, but it does mean that we
are able to reduce its effects. This spread of risk also applies to
counterparty risk. Moreover, The Linde Group deals with counter-
parties who have good credit ratings. Regular reviews are per-
formed of the creditworthiness of counterparties and very clear
limits are set. However, credit ratings have been changing very
rapidly since the onset of the economic crisis. Despite our mon-
itoring procedures, our counterparties might delay their pay-
ments or fail to pay at all.

Our focus on gases and plant construction, sectors which
sometimes benefit in terms of sales and earnings when there
is a deterioration in certain economic conditions, is also a con-
tributory factor in lessening the impact of economic cycles on
our Group.

Moreover, the 2008 financial year had already seen the
launch of 3 number of cost-reduction and efficiency improve-
ment schemes, the full impact of which will become evident over
the next few years.

The fact that markets are competitive means that we are
exposed to the risk of losing market share and experiencing a
decline in our market profile. We counter this risk by constantly
conducting analyses of our market environment and compet-
itive situation. We obtain vital information about our custom-
ers’ requirements by maintaining regular contact with custom-
ers, which enables us to stay close to the market. We use the
information we receive to develop and supply products tailored
to suit the needs of the market and to enhance our competitive
position and increase our market profile.

In its function as the parent company of The Linde Group,
Linde AG holds investments in Group companies. The carry-
ing amounts of these investments are exposed to the risk of
impairment if the economic situation of these Group companies
changes for the worse. In this case, it is possible that there might
be a negative impact on the unappropriated profit of Linde AG.

Risks in politically unstable countries

The Linde Group is a global group operating in around 100 coun-
tries. Potential risks we might encounter in different countries
include the nationalisation or expropriation of assets, legal risks,
the prohibition of capital transfers, war and other unrest. To man-
age these risks, we employ risk assessment tools to evaluate our
exposure to risk and the impact of risk on the net assets, finan-
cial position and results of operations of the Group and to ensure
cross-border financing at optimal levels of risk. Individual capital
expenditure projects are evaluated so as to identify any political
risks which might be associated with them. On the basis of this
evaluation, the risks are covered by German government guaran-
tees for direct foreign investment, tailored insurance solutions or
similar financial instruments available in the market if appropriate.
Counterparty risk for export business is also assessed, and limited
if necessary by instruments such as Hermes guarantees.

External risks

A fundamental risk for Linde, as for all companies, is posed by
potential radical changes in the political, legal and social envi-
ronment. A theoretical risk to the financial position and results of
operations of the Group also exists in the form of natural disas-
ters, pandemics or terrorist acts. These risks, which are covered
in some cases by insurance, are addressed by our Business Con-
tinuity Management. In the business units, under the direction of
the Group-wide SHEQ (Safety, Health, Environment, Quality) func-
tion, local contingency plans are developed to minimise as far as
possible the potential consequences of serious events through
rapid, effective action and to ensure the fastest possible return to
normal operations, even in the case of highly improbable events
or losses of a grave nature. The Linde Group has developed and
launched a contingency plan for the 2009 global HIN1 pandemic,
also known as swine flu, which covers the critical areas for our
business operations in the various business units. The plan focuses
on maintaining our ability to supply in every country, especially to
those of our customers with a critical infrastructure. At the same
time, we are providing our employees with guidelines on how to
protect themselves against infection at home and in the work-
place. As a result of our pandemic risk management, there have
been no adverse effects on our business operations from the pan-
demic and there has been no significant increase in the sickness
figures reported for our employees.
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Strategy risk

The Linde Group has developed a long-term growth strategy. At
regular meetings, the Executive Board and Supervisory Board, as
well as Linde AG management personnel, evaluate this strategy
and implement any corrective measures required.

We also pay close attention to global economic trends, so that
we can take the steps necessary to adapt the implementation of
our strategy to any changes in the international economic situ-
ation, by adjusting the timeframe involved or the geographical
application of the strategy.

In 2009, there were no changes in the growth strategy or
in decisions about location which would have given rise to a
change in the strateqy risk.

Financial risks

The basic risk strategies for interest, currency and liquidity man-
agement, and the objectives and principles governing our financ-
ing are determined by the Treasury committee, led by the mem-
ber of the Executive Board responsible for finance. This committee
usually meets once a3 month and comprises representatives from
Treasury and Accounting/Reporting.

Due to its global operations, The Linde Group is exposed to
a number of financial risks. In particular, these include coun-
terparty risk, liquidity risk and risks arising from movements in
interest rates and exchange rates. The management of counter-
party risk is based on the credit ratings of the counterparties. We
also monitor changes in other relevant capital market parame-
ters, such as movements in credit default swaps or in the market
capitalisation of counterparties. We limit the extent and dura-
tion of any financial transactions to be concluded accordingly.
Regqular reviews are performed by a supervisory unit which is
independent of the trading entity to ensure compliance with all
the limits set. In the 2009 financial year, as a result of the finan-
cial market crisis, amounts were switched between borrowers,
in order to reduce the risk of loss which might occur if a counter-
party were to default.

Even before the onset of the crisis in the financial markets,
the management of the liquidity risk was one of the Treasury
department’s most important tasks. For years, Linde has pursued
a provident and conservative policy of safequarding liquidity and
we have continued to have access to the capital markets in the
2009 financial year. We also have the security of the backing
of a major international banking group which provides us with
financing commitments which have not yet been utilised. More-
over, the period to which the financing commitments from the
banks related was extended further during the financial year by
means of a forward start facility available until March 2013.

Interest rate risk arises as a result of fluctuations in interest
rates caused by the markets. On the one hand, they have an
impact on the level of the interest expense borne by The Linde

Group, and on the other hand they affect the fair value of finan-
cial instruments. Based on the operational business model and
using sensitivity and scenario analyses, Group Treasury has deter-
mined ranges for the fixed-floating rate of the financial liabilities
in the main currencies: Euro (EUR), British Pounds (GBP), US Dol-
lars (USD) and Australian Dollars (AUD). Group Treasury manages
the rates within the agreed ranges and submits reqular reports to
the Treasury committee about the measures implemented.

In the case of exchange rate risk, itis important to distinguish
between operational transaction risks, which are the result for
example of supply contracts for individual projects spread across
different currency zones, and translation risks, which arise from
currency translation relating to individual companies at differ-
ent cut-off dates.

Within Treasury, the principle of segregation of duties
between the front, middle and back offices is being observed
and monitored throughout the risk management process. This
means that there is a strict personal and organisational separa-
tion between the dealing and the processing and verification of
a financial transaction. We use a treasury management system
to implement, record and evaluate our transactions. The opera-
tions within Treasury are subject to reqular internal and external
reviews, generally once a year.

Our financing and hedging decisions are based on the finan-
cial information we obtain from the treasury management sys-
tem and from our financial and liquidity forecasts. This is embed-
ded in our general financial reporting systems, which are also
used for Financial Control and Accounting/Reporting.

Financing activities which are not in the local currency inev-
itably lead to foreign currency cash flows. The Group guideline
states that individual business units must monitor the result-
ing transaction risks themselves and agree appropriate hedg-
ing transactions with Group Treasury, based on predetermined
minimum hedging rates, provided no other reasons not to hedge
internally apply.

Hedging decisions are made according to the risk strategies
of the Treasury committee. Forward exchange deals, currency
swaps, simple currency options and foreign currency loans are
all used here. The main currencies are the US Dollar (USD), the
British Pound (GBP), the Australian Dollar (AUD) and some East-
ern European, South American and Asian currencies. Translation
risks are hedged in USD, GBP and AUD within authorised ranges.
In our Gases Division, we also use financial instruments, espe-
cially to hedge against exposure to electricity price changes.
In our project business in the Engineering Division, foreign cur-
rency risks are reduced as much as possible by natural hedges,
for example by purchasing supplies and services in the currency
of the contract. Any foreign currency amounts over and above
this are immediately hedged fully when they arise, generally by
entering into forward exchange transactions.
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Interest rate risks are also centrally managed. We analyse poten-
tial interest rate risks, ascertain the interest rate exposure in the
major currencies and conduct sensitivity analyses. Based on the
range for hedging rates determined by the Treasury committee,
Group Treasury concludes the transactions with the banks. Interest
rate risks are hedged using long-term fixed-interest bonds, loans
and interest rate derivatives. In 2009, on average 38 percent of
the exposure of the Group was financed at variable rates, while at
31 December 2009 the figure was a good 52 percent.

For further information, see Note [21] of the Notes to the
financial statements.

Pension risks
In many countries, companies in The Linde Group have defined
benefit commitments to their employees under occupational pen-
sion schemes.

Depending on the structure of the schemes, one-off payments
may be made or the employees may be entitled to a pension for
life with an annual increase which may be variable or inflation-
linked. As a result, there are risks to The Linde Group arising from
unexpected inflation or increases in life expectancy.

The amount of the obligation is the actuarial present value of
all pension commitments and is expressed as the Defined Ben-
efit Obligation (DBO) under IFRS. The amount of the obligation is
subject to annual changes in the valuation assumptions, espe-
cially those relating to the discount rate and inflation. This gives
rise to interest rate and inflation risks.

In most pension schemes, the obligation is covered by assets
which are maintained separately. The worth of the pension
assets is subject to fluctuations in the fair value of those assets:
e.g. bonds or shares. There is therefore an exposure to market
risks, especially interest rate, spread and share risks.

The risks relating to the pension obligation on the one hand
and the pension assets on the other are quantified and evaluated
on a regular basis by The Linde Group. There is a natural conflict
between extensive reduction of the risk and the achievement in
the long term of the required return on assets to keep pace with
the increase in the obligation.

As a guideline, the Executive Board has set a global risk bud-
get. Measures being taken to modify the actual risk are coordi-
nated by the Global Pension Committee and implemented in the
local pension schemes.

Risks arising from acquisitions and investments

Acquisition and investment projects are vital for the future growth
of The Linde Group. Such projects are, however, associated with
complex risks. We manage and reduce these risks by designing
tailor-made procedures and processes for our acquisition and
investment projects.

Right at the beginning of each project, we use internal and
external experts to assess the risks associated with that proj-
ect. Acquisitions, investments and divestments are also reqularly
discussed by our investment committee or at meetings of the
Executive Board. Project assumptions, the feasibility of the proj-
ect and specific business risks are subjected to detailed review
at these meetings. We work together with internal and external
experts to evaluate, for example, the country/currency risk, the
credit ratings of individual customers, trends in the local (gases)
markets and the underlying terms and conditions of the contract.

In the course of the past financial year, Linde AG has com-
pleted a variety of corporate acquisitions and sales. The acqui-
sitions made are the result of deliberate measures taken by
the company to strengthen its core business. The investments
focused on areas offering opportunities for above-average
growth and for sustainable increases in the profitability and
competitiveness of the Group.

Risks associated with innovation

The capacity to innovate is key to the success of a technology
group such as Linde. Our research and development activities
focus not only on improvements in existing customer processes,
but also on completely new technologies and gases applications
which may form the basis for future business success. We are
concentrating in particular on the following growth areas: energy
and the environment, metallurgy, pharmaceuticals, food, health
and new materials. In the energy sector, for example, the focus
of our research and development activities is on hydrogen tech-
nology, a field with a high level of innovation. In the case of steel
production and metal recycling, where reducing emissions of car-
bon dioxide and nitrogen oxides is a key issue, our development
work often takes place on-site at customers’ plants intervening
directly in the production process. In the food sector and in the
pharmaceutical industry, our innovative solutions must meet strict
hygiene requirements and comply with the guidelines set out in
the pharmacopoeia. In the area of new materials, investigations
are being conducted into the fields of application of materials
research such as nanotechnology in the sectors in which Linde
operates.

Innovative projects differ from normal capital expenditure
projects because of their novelty and as a result of the additional
risks associated with them. The more innovative the project, the
greater the uncertainty attached to it. Despite the great oppor-
tunities for growth which may be presented by the activities of
Linde’s research departments, there is a risk that, due to the high
level of complexity and the rate of growth of the technologies
and the markets, projects may not be able to proceed for tech-
nological, economic, legal or safety reasons. On the other hand,
there is also the risk that our competitors might develop new
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technologies faster or in 3 more sustainable manner than us and
then launch them onto the market and of this presenting a threat
to our core technologies.

We address this risk in a number of different ways. Innovation
Management, the Group-wide Global Support Function, keeps
an eye on the markets, checking constantly to see whether the
projects within The Linde Group match our overall strategy and
have the potential to generate future profits. Systematic scan-
ning of target areas also takes place, so that we identify early
any scenarios which might pose a threat to our own core busi-
ness and are able to take the appropriate countermeasures. We
are increasingly employing tools and processes here with the
“open innovation” approach. As our own development resources
are in principle always limited, this approach means that we can
choose to resort to networks for external developments.

We also combine our various development activities. In our
Healthcare Global Business Unit, for example, we have incorpo-
rated Linde’s expertise in medical gases into one strong innova-
tion and development unit.

In the Gases Division, global teams of experts in the develop-
ment of applications ensure that our development projects are
geared towards the current and future requirements around the
world of the various industries. A rigorous development process
with defined milestones identifies variances from target as soon
as possible and the appropriate corrective action is taken as a
result. In addition, current project costs and project targets are
monitored on an ongoing basis. In our Engineering Division, for
example, there is permanent performance measurement, which
ensures that projects achieve a planned economic return within
a certain timeframe and that there are no unexpected budget
overruns.

Our participation in the work of standard-setting bodies
and associations and representation on many relevant industry
committees, such as those concerned with hydrogen technol-
ogy, makes a further contribution in this field. We are actively
involved in the development of future standards, as the market-
ing of our innovations may depend on compliance with those
standards.

Purchasing risks
A key element in the success of our divisions is the ready avail-
ability of the products and services we purchase, which must be of
suitable quality, and obtainable in appropriate quantities at prices
in line with market conditions.

To reduce risk, the central purchasing department pursues
3 portfolio strategy across the entire Group. This strategy is
organised on the basis of defined material groups, which are
used to categorise all products and services. Reviews are per-
formed for each material group to ascertain the security of sup-

ply, any dependence on suppliers and the supplier portfolio.
Based on this analysis, we develop purchasing strategies which
minimise the purchasing risk and the cost risk. One example of
this is single sourcing, which we reduce by the systematic devel-
opment of alternative sources of supply. The regional purchasing
organisations are involved in this process, from the development
of the strategy to its implementation in the relevant country, so
that the information available about local markets can be incor-
porated into the development of the purchasing strategies.

Methods of best practice adopted centrally and supplier
selection and evaluation tools are used throughout the Group to
support the regional purchasing organisations.

Product risks

Potential product risks, such as liability claims and loss of repu-
tation due to product defects, are countered by the high quality
and safety levels of our products, product information and ser-
vices. To ensure that our products are safe, our risk management
is based on the concept of overall product responsibility (product
stewardship). The potential hazards and risks which might arise
from a product during its entire life-cycle for employees, neigh-
bours, customers or the environment are analysed and the rel-
evant potential risk is determined. We take the necessary mea-
sures to avoid the risks which have been identified or, if that is not
possible, to reduce the risks to an acceptable level. Product stew-
ardship begins at the moment when key raw materials, supplies
and services are purchased. We only choose suppliers who attach
as much importance as we do to occupational safety, health and
environmental protection, and quality, and who can demonstrate
this, for example, by the fact that they operate an integrated man-
agement system.

We also involve our customers in our product stewardship. In
the Gases Division, we conduct customer screenings for critical
products. These investigations aim to minimise the risks which
might arise from improper handling of our gases or chemicals.
We only supply these products to our customers if they can dem-
onstrate beforehand that they are able to guarantee proper use
of the gases and that they are able to meet all the necessary
safety standards.

We are continually updating our product information to take
account of national and international guidelines such as REACH
and GHS (Globally Harmonised System of Classification and
Labelling of Chemicals).

If, despite all these precautions, problems arise, for exam-
ple with a gas cylinder, our emergency teams are on stand-by
to provide support.
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Production risks

A lengthy stoppage at one of our main plants or at one of our on-
site plants on a customer’s site could adversely affect the results
of operations and reputation of the Group. This would be partic-
ularly true if the interruption to the business was caused by an
accident which also resulted in personal injury or damage to the
environment.

Therefore, Linde places a high priority on measures which will
prevent business interruptions. These include, in particular, the
monitoring and maintenance of plants so that such incidents may
be avoided, and the provision of replacement parts which are of
strategic importance.

If, despite these preventive measures, a business interruption
should occur, we have supply networks operating between our
production plants, so that any business interruption would have
only a limited effect or no effect at all on our customers.

Environmental and safety risks

The manufacturing of our products and the construction of our
plants may give rise to risks associated with the production, fill-
ing, storage and transport of raw materials, goods or waste. These
risks might lead to personal injury, damage to property or envi-
ronmental damage, which in turn might result in business inter-
ruptions, monetary penalties, compensation payments or environ-
mental clean-up costs. The reputation of The Linde Group could
also suffer if such an event were to occur.

We therefore strive to be a leading company in the areas of
safety, health protection, environmental protection and quality.
All these aspects of corporate responsibility are integrated into
our management systems. The Group-wide SHEQ function man-
ages the constant improvement process in these areas, ensur-
ing its success.

One of our main preventive strategies is to maintain and con-
tinually update a stringent safety standard for the production
and service processes. Strict safety requirements form the basis
of processes with a particularly high exposure to risk. A number
of years ago, Linde developed and introduced a Major Hazard
Review Programme. This programme is always being updated to
address potential new risks.

Pollution can occur in many guises and can damage the envi-
ronment in various ways. Where we understand and know about
the impact of our processes and activities on the environment,
we are able to develop and implement plans to reduce and con-
trol such effects. We focus here in particular on reducing emis-
sions and on making continual improvements to our operations
to ensure the efficient use of resources, materials and energy.
We are currently involved, for instance, in improving the energy
efficiency of our production plants and in increasing the effi-

ciency of our transport fleet. Our impact on the environment is
disclosed in key figures published every year in our Corporate
Responsibility Report. Selected key figures published in our 2009
Corporate Responsibility Report were reviewed for validity and
reasonableness and certified by KPMG.

Project risks

Complex major plant construction projects make specific demands
on risk management. In our Engineering Division, we handle sig-
nificant contracts which may be worth several hundred million
euro and may extend over a number of years.

Typically, the division is involved in the planning and con-
struction of turnkey plants. Potential risks may arise as a result
of the costings of complex projects which are subject to uncer-
tainties. Risks may include unexpected technical problems, bot-
tlenecks and quality problems relating to the supply of major
components, unforeseen developments during on-site assem-
bly and problems with our partners or subcontractors. To man-
age the risks in plant construction, we employ tried and tested
methods even in the tendering phase, to assess the impact on
the profitability of a large-scale project of potential variances
from budgeted cost for individual components. We conduct sim-
ulations of the opportunities and risks associated with each proj-
ect using numerical methods of analysis. By continually moni-
toring changes in the parameters alongside the progress of the
project, we are able to identify potential project risks at an early
stage and to take appropriate measures to counter them. These
risk management tools are constantly being updated and modi-
fied to meet the increasing demands of the market.

Another important aspect of risk management is the plan-
ning, assembly and commissioning of the projected plants while
at the same time taking account of safety and environmental
issues. To ensure that this is indeed the case, the Engineering
Division has defined clearly-structured management standards
and procedures and has set up a panel of experts with a wide-
ranging remit.

Personnel risks

An important feature of Linde AG’s corporate culture is that it
is based on trust. We place special emphasis on our employees
assuming personal responsibility and thinking and acting in an
entrepreneurial way.

To develop the strengths of the Group’s executives and fos-
ter their commitment, Linde will continue to position itself as an
attractive employer and will seek to ensure the long-term loyalty
of its management team and employees. Our rigorous manage-
ment development programme includes the provision of devel-
opment opportunities, as well as support and advice to target
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groups, the early identification and advancement of high achiev-
ers and those with potential, and attractive incentive schemes
which are tailored to suit the needs of the market.

The success of our Group depends on the commitment, moti-
vation and skills of our employees. We are addressing the issue
of the shortage of skilled personnel in some fields by ensuring
that we offer a range of personal development schemes and
extensive opportunities for gaining qualifications and for profes-
sional development. This strengthens our position as an attrac-
tive employer in the competitive market for skilled employees,
especially in the field of engineering.

We have also launched various projects, such as First Line
Manager Training, Technical Career Paths and Succession Plan-
ning, as part of our People Excellence HPO dimension. These
projects should ensure that we are able to supply staff from
within our own organisation to fill key positions, especially in the
technical field, and that we will be able to use our own resources
to meet the challenges of a highly competitive labour market.
We are dealing with the shortage of engineers by enhancing our
own in-house training schemes.

Legal risks

With its international operations, The Linde Group is exposed to
numerous legal risks. These may include, in particular, risks relat-
ing to product liability, competition and antitrust law, patent law,
tax legislation and environmental protection. The outcome of any
current pending or future proceedings can often not be predicted
with any certainty. It is therefore possible that legal or regulatory
judgements or agreed settlements might give rise to expenses
which are not covered, or not fully covered, by insurance bene-
fits and which might have an impact on our earnings and on our
business.

Legal support for our operating activities includes the iden-
tification of legal risks based on a systematic approach and the
assessment of those risks for the probability of their occurrence
and for their potential impact in either qualitative or quantita-
tive terms or both.

Legal proceedings currently considered to involve material
risks are outlined below. This does not necessarily represent an
exhaustive list.

Certain companies in The Linde Group are parties to various
legal proceedings in the ordinary course of business, including
some in which claims for damages in large amounts have been
asserted. The outcome of the litigation to which Linde Group
companies are party cannot be readily foreseen, but the Com-
pany believes that such litigation should be disposed of with-
out material adverse effect on the Company's financial condi-
tion or profitability.

Certain subsidiaries of the Company are parties to lawsuits in the
United States for alleged injuries resulting from exposure to man-
ganese, asbestos and /or toxic fumes in connection with the weld-
ing process. In these cases, the Company’s subsidiaries are typi-
cally one of several or many other defendants. The subsidiaries of
the Company 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 experience
to date, together with current assessments of the claims being
asserted and applicable insurance, we believe that the continued
defence and resolution of the welding fumes litigation will not
have a material adverse effect on the financial condition or prof-
itability of the Group. Nonetheless, the outcome of these cases is
inherently uncertain and difficult to predict. The Company’s sub-
sidiaries have insurance that covers most or part of the costs and
any judgements associated with these claims.

IT risks

The various business processes (production, administration, sales
and distribution etc.) of The Linde Group are increasingly sup-
ported by information services and systems. To ensure that oper-
ations are not interrupted or disrupted, we devote considerable
attention to the availability of IT resources and services. In addi-
tion, to ensure adequate data protection, we take constant care
that the integrity and confidentiality of important information is
guaranteed.

Data security is a vital and intrinsic part of our Group-wide IT
strateqy. It is therefore viewed in its entirety, which means that
we devise, implement and monitor procedures to protect data,
applications, systems and networks. These procedures may be
preventive or may be designed in reaction to specific circum-
stances.

To ensure the effective implementation of the security sys-
tem, we rigorously apply organisational, technical and personal
precautionary measures. We pay particular attention to access
protection, to the management and filtering of data traffic and to
the detection or suppression of potential attacks. All major server
systems (e-mail, the Web, application servers, databases) and
PCs are provided with reliable protection from possible threats
in the form of anti-virus software which is constantly updated.
In addition, we reqularly perform an automatic update of the
operating system platform and of the critical business applica-
tions.

The IT security process is structured and defined by a number
of policies, standards and recommendations. These are based for
the most part on internationally recognised security standards.
Industry-specific standards are also used to enhance IT security
where appropriate.
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The measures we take to create a secure and effective IT environ-
ment always take account of the need for data processing, data
storage and data transmission to comply with legal requirements.
The focus here is on the relevant regional and national laws and
quidelines, as well as on industry-specific standards.

To ensure that security measures are implemented with a high
level of efficiency, we conduct analyses of weaknesses, risks
and threats. The relevance, stage of maturity and current state
of the security measures adopted are monitored via self-assess-
ments, as well as by the I