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MANAGEMENT’S REPORT

This report covers the annual result of the
Grundfos Group, Grundfos Holding A/S and
affiliated companies. To read the majority
owners’ annual report, please visit the Poul
Due Jensens Fond website, thepoulduejensen-
foundation.com.

Key achievements

Grundfos is a global leader in advanced
pump solutions and a trendsetter in water
technology.

2017 has been a strong year for Grundfos.
Our solid sales growth is outperforming the
market, we further strengthened our prof-
itability and cash flow, we safeguarded our
world-class customer loyalty and we have
executed a number of initiatives that lay
the foundation for bringing even better
offerings and service to our customers. Our
pump solutions have a significant positive
impacton the UN Sustainable Development
Goals #6 (water) and #13 (climate) by secur-
ing safe and reliable water for people and
by reducing energy consumption.

After two years of modest sales growth in
2015 and 2016, sales grew in 2017 by 5.3%
measured in local currencies. Net turnover
reached a record high of DKK 25.6bn.

Our earnings before interest and tax (EBIT)
increased to DKK 2,346m, corresponding to
9.2% of net turnover. Moreover, free cash
flow improved in 2017.

Every year we conduct an extensive cus-
tomer satisfaction and loyalty survey. The
2017 survey confirmed that loyalty among
our customers meets the best performing
companies globally. We are grateful for this,
and we will continue to work hard to earn
the loyalty of existing and future customers.

Based on our 2020 Strategy, we have in 2017
invested substantial resources in initiatives
that will secure our future competitiveness.
Our global service organisation is now
operational and ready to bring innovative
service offerings of a high quality to our
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global customer base. We have an ambition
to offerthe best digital customer experience
and the best digitally crafted services tothe
market. We are investing massively in digi-
tal tools and platforms to support this. We
are working closely with our customers to
enable their digital platforms, and our cus-
tomers are recognising our efforts.

Sales and market development
Net turnover reached DKK 25.6bn compared
to DKK 24.7bn in 2016.

Measured in local currencies, sales have grown
5.3%in 2017.Dueto an unfavourable currency
development, growth in DKK was 3.9%.

We see growth across several markets and
within most of our products and solutions
categories — both in terms of sales value
and sales volume.

Based on an estimated global market growth
in 2017 of approx. 2-3%, Grundfos has gained
further global market share.

Strong performance in China

On the back of a solid 2016, we have accel-
erated even furtherin 2017, resulting in very
satisfactory double-digit growth in China.
We continue to expand our geographical
presence. Grundfos now has sales offices
across the entire country to support a grow-
ing sales force and a highly capable network
of distributors.

We are participating in China’s efforts to
reduce energy consumption, to improve
air quality and to secure safe and reliable
water access and disposal. China has
embarked on a major conversion to heat-
ing households with gas. The installation
of gas boilers in many Chinese homes has
led to a sharp increase in demand for cir-
culator pumps. Using our global supply
chain capabilities, we have been able to
meet this demand.

In 2017, we successfully launched a number
of new pump solutions developed specifi-

cally for the Chinese market. China is one
of our most important growth markets
globally, and we will continue to invest in
developing our market position.

Europe, Greater Middle East and
Africa (EMEA)

Although most of the European markets are
mature, we still delivered sales growth across
Europe. The UK/Ireland, the Mediterranean
countries, Benelux and several Central Euro-
pean countries are showing a solid sales
development.

After some difficult years, we now see the
Russian market picking up with strong
growth. Grundfos is continuously investing
inthe Russian market, e.g. by localising pro-
duction. Moreover, we are also seeing dou-
ble-digit growth in Kazakhstan and the
Ukraine.

Our strong market position in the Greater
Middle East has been maintained despite a
slow-down in projects. In Africa, we have
alsoin 2017 increased our sales substantially.

Our HVAC OEM business, which supplies
pumps to gas boiler manufacturers, had
good traction in 2017. In this highly com-
petitive market, Grundfos has for many
years been successful in delivering a supe-
rior value proposition in our pump solutions
and in our partnerships with customers.

Our DAB branded business which operates
globally, demonstrated solid growth in 2017.

Big potential in the Americas

The USA is a critical market for Grundfos,
where we see a big potential for new inno-
vative pump solutions and services. In 2017,
we ramped up our efforts to develop pump
solutions targeted especially at the US
market. Despite challenges in parts of our
US business, we came out of 2017 with a
modest sales growth. The standard prod-
uct rangein particular performed strongly,
with double-digit growth. Similarly, we saw



satisfactory sales development in both
Canada and Mexico.

In South America, we are maintaining the
growth trajectory from previous years.
Argentina, Chile, Columbia and Peru are all
showing very healthy sales growth, whereas
the Brazilian market environment remains
difficult.

Positive development in Asia-Pacific
Sales grew in most of the Asia-Pacific coun-
tries including markets like Australia, Japan,
India and Korea. Grundfos is a key pump
supplier to the Asian-based machine tool
manufacturers, and we benefited from a
positive development in this application.
The Asian countries hold considerable poten-
tial with their need for solutions within the
water utility sector. Here we are targeting
several markets with customised solutions
and dedicated sales teams.

Profitability and cash flow

Earnings before interest and tax (EBIT) in
2017 totalled DKK 2,346m, which is up DKK
98m on 2016.

Adjusted for non-performance-related items,
i.e.restructuring costs and a discount given
under our employee share programme, the
Group’s “performance EBIT” totalled DKK
2,535m. This is an improvement of DKK
232m on 2016, and translates into a 9.9%

performance EBIT/net turnover.

With a positive net financial income, profit
before tax (PBT) landed at DKK 2,415m,
which is DKK 141m higher than in 2016.

Cash flow from operating activities ended
at DKK 3,049m. Net investments for the
year totalled DKK 835m, resulting in a free
cash flow (before purchase and sale of secu-
rities) of DKK 2,214m, which is an improve-
ment of DKK 145m relative to 2016.

The Grundfos Group enjoys a strong finan-
cial position. At the end of 2017, the Group
has a net interest-bearing deposit of DKK

4.4bn. The equity ratio at the end of 2017
stands at 58.5%. Financial independence is
one of our six company values, and our
financial position allows for significant
investments without compromising this
freedom.

The growth in net turnover and profitabil-
ity in 2017 exceeded the expectations set
out in our 2016 annual report.

Strategy 2020 is working

Together with our company values and pur-
pose, Grundfos’ Strategy 2020 sets the
overall direction, priorities and ambition for
us towards 2020. Strategy 2020 is centred
around five Group must-win-battles: Fund-
ing the Journey, End-to-end Supply Chain,
Product and Solution Leadership, Service
and, Customer & Collaboration.

Across our must-win-battles, in 2017 we
identified selected initiatives to give the
highest priority to, for example, Service,
Digital transformation, Sales, Inventory
and Operations Planning (SIOP), Manufac
turing and distribution footprint and Twice
as fast in time to market. We are happy to
see strong traction in all these high-prior-
ity initiatives.

Growing our service business

Going forward, advanced service offerings
and digitally enabled services will bring
significant value to our customers in terms
of stable operations, lower costs, “peace of
mind” and actionable insights that can
improve our customers’ business. We fore-
seethata substantial share of our offerings
will involve combining our pump solutions
with services.

For this reason, we have established a global
service organisation. At the end of 2017, our
global service organisation is now opera-
tional and ready to take the next steps in
bringing the most value-adding service
offerings to our customers. We are already
seeing the first results in the form of solid
growth in service revenues in 2017.

Digital transformation is a must
Digital enablement across our entire busi-
ness will be critical for us to remain leaders
in our industry. Digitally enabled services
will bring superior value propositions to our
customers. Digitalisation will help us to
provide the best customer experience.
Within Grundfos, digital tools will support
learning and knowledge-sharing, they will
optimise and automate processes, and help
us to reduce time to market in developing
new products and solutions.

We are investing massively in the digital
transformation of all parts of our business.
New digital services are being tested with
selected customers. An entirely new plat-
form for bringing digital services to our
customers has gone live. Major steps have
been taken in furtherimproving a seamless
and easy-to-use digital buying experience.
And we are supplying our distributors’
e-commerce platforms with reliable and
consistent product master data in order to
be the best possible partner for them.

Virtual reality tools are used for training.
We are developing our “factory of the future”
with communication on the shop floor being
digitised, which enables fast problem-solv-
ing and better machine utilisation. Software
robots are automating processes. Advanced
simulation tools are being widely used to
reduce development time and to optimise
production layouts. And not least, we have
over many years invested in a coherent global
IT platform that is enabling us to scale fast.

Innovation

As an innovation leader in our industry, it
is our ambition to take full advantage of all
the benefits new technology can bring to
our customers, partners and Grundfos itself.
Inthe future, a substantial part of our offer-
ings will integrate products and digitally
enabled services, and we foresee that a
significant share of our turnover will be
generated from services that bring superior
customer value.



More than 1,300 people are engaged in our
global functions within R&D and innovation.
The main innovation centres are located in
Bjerringbro, Denmark, but we have a strong
presence across the world including China,
the USA, Hungary and India.

Operations excellence

A key initiative under our Strategy 2020 is
the optimisation of our operations footprint,
covering both manufacturing and distribu-
tion. The aim is to improve delivery service
to our customers and to reduce costs. In
March 2017, we announced plans to trans-
fer production lines in Switzerland, France
and the UK to Hungary, Serbia and China.

As regards distribution in Europe, we are
consolidating the various distribution cen-
tres into one central European distribution
centre located in the Netherlands. We expect
to see benefits both in terms of shortened
delivery times, increased availability and
reduced costs.

In Asia, we have successfully consolidated
production sites in Korea, and we have
opened new production sitesin the Gujarat
province in north-western India and in Tian-
jinin northern China

Over the past three years, Grundfos has
successfully focused on reducing material
costs. We have further professionalised our
purchasing function. By collaborating closely
across our functions within R&D, product
management, purchasing, production and
finance, and by working with our suppliers,
we have delivered substantial savings. In
addition, we have launched a programme
with the aim of significantly reducing spend
on indirect costs. This will free up resources
to invest in our future competitiveness.

Our continued efforts within Sales, Inven-
tory and Operations Planning (SIOP) have
strengthened our ability to meet customer
demand, and have in parallel optimised our
entire supply chain.
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Committed to sustainability

Our commitment to driving sustainable
development in our own company and
beyond is a particular mindset and the
way in which we want to conduct our
business. We are strong supporters of and
arevery engaged in the 17 UN Sustainable
Development Goals, focusing primarily on
those goals where we truly can make a
difference with our competencies, prod-
ucts and solutions. We firmly believe that
doing business and doing good can go
hand in hand with a strong focus on achiev-
ing results with Sustainable Development
Goals #6 (water) and #13 (climate). Sus-
tainability isembedded in our overall 2020
strategy.

Social responsibility remains a strong focus
area, and in 2017 we further strengthened
our global activities aimed at providing rel-
evant job opportunities for people with
reduced work capacity. We have also launched
initiatives aimed at equipping people with
limited access to the labour market with
relevant skills and competencies.

Group Key Performance Indicators
(KPIs)
Our five most important KPIs are:
Average sales growth
Customer loyalty
Employee motivation and satisfaction

Return on Sales (performance EBIT/net
turnover)
Return on Capital Employed (ROCE)

With a 5.3% sales growth in 2017, we
exceeded the targeted average sales growth.

Our Return on Sales ambition is measured
on EBIT, and adjusted for non-performance-
related items. In the year, we improved the
performance EBIT ratio t0 9.9%, bringing us
close to our 2020 target. In terms of ROCE,
we are already meeting our 2020 ambition.

We have improved our customer loyalty
score one point to 86, thereby meeting our
2020 ambition. The score of 86 represents
customer loyalty on a par with the best
companies globally.

On employee motivation and satisfaction,
we remain at a score of 70. The score is
acceptable, but we still have an ambition
to substantially increase motivation and
satisfaction among our colleagues.

Outlook for 2018

For 2018, we forecast continued sales
growth (measured in local currencies) in
the range 3-5%. Based on this we expect
anincrease in EBIT in the range of 10-20%.
As a globally operating company, we see a
number of financial risks including restric-

The table below shows the 2020 ambition and the figures which have been realised for 2016

and 2017 for the Grundfos Group.

2017 ‘ 2020 ambition

Sales growth (excl. currency impact) 0.5% 5.3% Avg. 3%*
Customer loyalty 85 86 86
Employee motivation and satisfaction 70 70 78
Return on Sales (performance EBIT/net turnover) 9.3% 9.9% 10%
Return on Capital Employed (ROCE) 15.4% | 17.6% 17%

*Grow more than served market.



tions on free trade and unfavourable cur-
rency developments.

Management’s report on the Parent
Company

Grundfos Holding A/S is the Parent Company
ofthe Grundfos Group and holds the shares
of all the other Grundfos Group companies
—eitherdirectly orindirectly. The company’s
activities include the majority of the Group’s
R&D functions as well as group functions
involving coordination, planning and man-
agement. In this capacity, Grundfos Holding
A/S performs a number of overarching func-
tions and services. Grundfos Holding A/S
had 1,563 employees at the end of 2017.

In 2017, net turnover of Grundfos Holding
A/S totalled DKK 3.3bn (2016: DKK 3.3bn),
and the operating profit amounted to DKK
0.4bn (2016: 0.5bn).

According to the equity method, income
from the other Group companies amounted
to DKK 1.3bn (2016: 1.1bn).

Profit after tax increased from DKK 1.7bn
in 2016 to DKK 1.8bn in 2017.

The balance sheet shows an equity of DKK
15.2bn (2016: DKK 14.5bn), corresponding
to an equity ratio of 62.0% (2016: 66.2%).



SUSTAINABILITY

At Grundfos, we believe that doing business
and doing good can go hand in hand, and
we aspire to be a company which conducts
its business in an ever more sustainable
way. We have supported the UN’s Global
Compact principles since 2002, and will
continue to do so, in particular focusing on
achieving results with the Sustainable Devel-
opment Goals #6 (water) and #13 (climate).
Sustainability is embedded in our overall
2020 Strategy.

Water is our passion

Water is an issue close to our hearts.
Together with our partners, we apply our
core competencies to provide sustainable
water solutions wherever they are needed.

For example, Water2Life is a programme
initiated by our employees that seeks to
provide clean water to some of the world’s
mostvulnerable communities; it inculcates
a sustainable mindset within the company.
This year, we wrapped up our project in
Vietnam where we helped 28,000 people
gain access to safe water thanks to small,
privately operated waterworks. We also
launched a new project in Honduras to sup-
ply clean water to local hospitals and schools.

The Grundfos Lifelink water solutions,
which represent our commitment to pro-
viding customised, sustainable water solu-
tions to low-income communities in the
developing world, continued to build part-
nerships to achieve this aim. In 2017, we
partnered with the global humanitarian
organisation ADRA International, with
whom we will work closely to provide access
to clean water for 1.5 million people over
the next five years. Together with World
Vision Kenya and the Stone Family Founda-
tion, we provided water for 20,000 people
in rural Kenya.In 2016 and 2017, our part-
nership with World Vision International
delivered safe water to more than 700,000
peoplein eight countries. We also partnered
with the Danish Refugee Council, providing
water solutions to the Bidi Bidi refugee
camp in Uganda.
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Action and results are what counts
In 2016, we set out to improve our data
collection and our reporting. This continued
in 2017, and we are working towards meet-
ing the Global Reporting Initiative’s sustain-
ability reporting standard in our Sustainabil-
ity Report 2017, which will be published
later this year (2018).

Environment
We aim to minimise our environmental foot-
print throughout the value chain.

Energy-efficiency is at the heart of every
Grundfos pump solution. We are grateful
that we can contribute to global waterand
energy challenges by offering solutions that
use as little energy as possible. As in previ-
ous years, we have calculated the electricity
savings of all our high-efficiency circulator
pumps sold in the EU. This shows that from
2005 to 2017, we saved an estimated 6.6
billion kWh, or the equivalent of the annual
electricity consumption of four million EU
citizens.

During 2017, we allocated 4.5% of our turn-
over to developing new solutions.

Energy and CO,: We have pledged never to
emit more CO, than we did in 2008. Our
main thrust in achieving this commitment
is to optimise energy use across our sites,
with a focus on using our own technology
to become more energy-efficient. We
invested more than DKK 26m in environ-
mental projects across our facilities. Note-
worthy projects include the installation of
LED lighting, energy-efficient Grundfos
motors and drives, the Grundfos Dynafilter,
heat pumps, and PV solar.

Driven by a significant increase in produc-
tion volume, and despite our energy-effi-
ciency improvements, our energy con-
sumption for 2017 increased by 6.4% to a
total of 317 GWh. This resulted in a 10.6%
increase in CO, emissions. On a Group
level, we are still 23% below our 2008 CO,
emissions.

Water: We are rapidly moving towards our
2025 target of reducing our water consump-
tion by 50%.

Our main strategy to achieve this is to
improve water-efficiency, boost water recy-
cling and harvest more rainwater. As with
energy consumption, our water consumption
in 2017 increased by 2.4% as a result of
increased production volumes. But at Group
level, we are currently 34% below 2008’s
figures.

Circular economy: Our campaign to reduce
our environmental impact includes accel-
erating our efforts within the circular econ-
omy to optimise resource recovery. Through
our take-back system in Denmark, we col-
lected 6,260 kg of end-of-use circulators in
2017, which our flex department dismantled
in a responsible manner. This was 20% less
than in 2016; however the decrease was
expected due to our efforts to refine the
scheme, which we plan to scale up across
Europe in the coming years.

Product life cycle: This year we began mak-
ing recycling information available. Differ-
ent products are manufactured with dif-
ferent amounts of recycled materials, but
typically all the aluminium and 90% of the
castiron in Grundfos products are derived
from recycled materials. Other percentages
include stainless steel 60%, copper 50% and
polymer materials 0-10%. Most of our pack-
aging material (wood, paper) can be 100%
recycled.

Following up on our efforts the previous
year, we continued implementing a global
process to monitor regulatory requirements
forour products—not only those that apply
to environmental standards, but all relevant
legislation that impacts our product solu-
tions.

We are continuing the roll-out of a new
chemical compliance IT platform for our
products on a global basis to facilitate faster
responses to customers. Our goal is to pro-



vide certificates of Product Chemical Com-
pliance for all standard and special variant
products.

Human rights

Our commitment to people is the founda-
tion of our work with human rights. Human
rights are an essential part of our Code of
Conduct, and of our Suppliers Code of Con-
ductand we use the United Nations Guiding
Principles for Business and Human Rights
(UNGP) as a guidance for our work with
human rights.

Our human rights due diligence programme
started with the launch of the Grundfos
Human Rights Policy in 2014. It includes a
continuous assessment of potential and
existing adverse impacts in differentareas
of the business, covering our own opera-
tions and those of selected business part-
ners. With the support of Business for Social
Responsibility (BSR), a global network
dedicated to building a just and sustain-
able world, we assessed potential impacts
globally in 2015. In the following year, we
assessed gaps in five countries — selected
according to human rights risks and the
number of employees — between our sys-
tems and the requirements of the UNGP.
In 2017, we conducted a pilot local human
rights impact assessmentin China, the first
of five on-site assessments targeted for
completion by 2020. After each on-site
assessment, we determine which findings
are specific to the local site and which we
should address globally. Our main focus in
the coming years will be to address the
gaps identified as we move forward with
the assessments.

After revising our Code of Conduct in 2016,
we launched the Code of Conduct Training
in 2017. More than 85% of Grundfos employ-
ees took part worldwide.

In line with our targets for 2017, we
launched the third-party whistleblower
function. We expect an increasing number
of reports through the system as we work

to raise awareness of it. We received 52
complaints through the system in 2017.
Ofthese, three were considered breaches
of the Code of Conduct within the areas
of conflict of interest, bookkeeping and
accounts and compliance with laws and
regulations.

In our supply chain, we have dramatically
increased the number of sustainability
audits, going from 15in 2016 to 97 in 2017.
Our main goal today is to close the gaps
identified as well as continuing to conduct
additional audits.

Social responsibility

Occupational Health and safety: We take
care of our employees, and ensure a
healthy and safe workplace. We continu-
ally aim to reduce the number, as well as
the severity, of injuries. One way we
strengthened safety leadership was by
including theissue in our Operations Con-
vention, a forum in which our top 100
operations division leaders participate.
We encouraged knowledge-sharing, and
focused on activating our occupational
health and safety community by, among
other things, establishing expert teams
and strengthening our global, regional
and local organisation.

One of the key activities of the year was the
Grundfos Safety Week, which was held in
April. More than 40 companies participated
and, during the week, more than 400 safety
walks — a dialogue between managers and
employees aimed at improving safety per-
formance during everyday work routines
— were carried out.

Despite the increased focus on occupational
health and safety in 2017, there is still room
for improvement. The number of reported
lost-time injuries per million working hours
increased from 3.30 to 4.23, or 28% higher
thanin 2016. The sharper focus on theissue
has improved transparency, and created a
better understanding of why reporting is
important in preventing injuries.

Increased demand for Grundfos products
means company activity levels are at a his-
toric high, but we refuse to regard this as
an excuse for higher injury rates, and we
are determined to reverse the injury trend.
We have prepared a safety incident manage-
ment system to be launched in 2018, which
will enhance our ability to identify risks and
prevent injuries.

Inclusive workforce: Grundfos has a long-
standingtradition of responsible action and
behaviourin the communities within which
it operates, a tradition first cultivated by
our founder, Poul Due Jensen. One of our
salientinitiatives is preventing people from
being excluded from the job market due to
health-related or social issues. We do this
by providing jobs for employees with
reduced work capacity. To date, 2.86% of
the workforce in all countries comprises
employees in this category. We expect to
grow this number to 3% by 2020.

Employees on long-term sick leave can
expect Grundfos to initiate an early and
focused effort to enable them to return to
work, if necessary by adjusting job require-
ments to accommodate health-related
limitations. In 2017, 91.4% of employees in
Mexico, China, Serbia, Hungary, Germany,
Denmark and the Netherlands who were
on sick leave for more than 14 consecutive
calendar days were able to return to work
afterwards.

Drawing on our experience in these coun-
tries, we have developed global standards
toensure a healthy return towork at Grund-
fos aftersick leave, and to assess employees
for employment with reduced work capac-
ity. By the end of 2018, all companies in
Grundfos are expected to be operating in
accordance with the same standards.

In Denmark, about 15,800 hours were spent
on labour training programmes, 46 people
qualified as skilled workers through appren-
tice programmes, and 12 unskilled employ-
ees progressed to skilled level. As part of a



refugee integration initiative, eight refugees
were recruited to a two-year training pro-
gramme focused at integration and equip-
ping them for a future on the Danish job
market. Four of them will go on to train as
skilled industrial operators in 2018.

Diversity: Grundfos achieved its target of
increasing the proportion of non-Danes in
key positions —the target for 2017 was 40%,
and we ended up with 41%. However, we
did not meet the target we had set of increas-
ing the proportion of women in leadership
positionsto 25%. Despite our effortsin such
key processes as recruitment, succession,
talentand developmentinitiatives, we ended
up with 20%.

This led us to review our diversity approach
and focus. National diversity has improved,
and we will strive to do even better. But
gender diversity obviously requires intensi-
fied focus.

We have given our revised policy a title:
Commitment. We want more women in
leadership positions because we truly believe
that innovation depends on the input of
highly qualified people with different back-
grounds. A diversity of competencies, cul-
tures, generations, genders, races and reli-
gions drives invention and high performance.

These are our new gender diversity targets:
25% of leadership posts filled by women
in 2020 (2017 status: 20%)
15% of seats in the Extended Leadership
Team (ELT) filled by women in 2020 (2017
status: 0%)

Our gender diversity ambitions are part and
parcel of processes such as employer brand-
ing, recruitment, succession and talent and
development initiatives. To give muscle to
the ambitions, top management is engaging
in dialogue about the issue and we are
evaluating a series of new initiatives. These
will be prioritised and approved during the
first quarter of 2018, leading to a revised
action plan.
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The Grundfos Holding A/S board has nine
directors, of whom three are employee rep-
resentatives. Of the remaining six, five are
men. The Board intends to increase the
number of female directors among these
six to two by 2020. No directors were
replaced in 2017. We are always on the look-
out for qualified candidates, and expect to
fulfil the targeted number of female direc-
tors by 2020.

Employee satisfaction: Employee motivation
and satisfaction is a key performance indi-
cator in our Strategy 2020. In 2017, we saw
a record-breaking participation rate of 95%
in the annual survey. The satisfaction level
overallis at 70, and the loyalty rate is at 79.
These results give management on all levels
asolid foundation in their efforts toimprove
their organisation and leadership.

The survey gives factual insights as to where
we as leaders and teams can, and should,
take action to make Grundfos an even
greater place to work. Major takeaways from
the survey are that the company has a strong
feedback culture, and employees are con-
fidentthereis solid leadership and a strong
culture of collaboration and accountability.
The survey rated 46% of our leadership
population as “strong leaders” —the highest
possible rating — which is an impressive
result. The main challenges that emerged
concerned perceptions of our ability to man-
age change, learning opportunities and
customer-centricity.

The overall motivation and satisfaction level
met the group target for 2017, and saw an
improvement of two points compared to
the results of the pulse survey in 2016 (based
on a sample). In the coming years, we are
determined to maintain a strong focus on
people engagement. Not just to come closer
to our ambitious 2020 target, but because
our employees and their morale are crucial
for our future success.

Anti-corruption: Ethics and integrity are the
foundation of everything we do, and we

have zero tolerance for corruption. The Code
of Conduct and the Grundfos values are the
basis for managing our business. Apart from
introducing the third-party whistleblower
system, we also initiated a thorough global
corruption risk assessment in 2017, which
will be completed in the beginning of 2018.
This will be followed by an action plan to
strengthen our anti-corruption measures
as needed. In 2017, there was one breach
of the Code of Conduct, which related to a
conflict of interests.

In 2016, we rolled out basic anti-bribery
courses for Sales and Service as mandatory
pass/fail training. Our 2017 global Code of
Conduct training highlighted prevention of
corruption — including bribery, facilitation
payments and conflict of interests —along
with human rights and non-discriminatory
practices.

An anti-corruption section formed part of
the 97 audits carried out so far in our sup-
plier sustainability audit programme. The
research into policy, training and reporting
of incidents is used to evaluate the supplier.



KEY FIGURES AND FINANCIAL RATIOS

Amounts in DKKm

CONSOLIDATED PROFIT AND LOSS ACCOUNT 2017 2016* 2015* 2014 2013
Net turnover 25,634 24,677 24,800 23,618 23,254
Operating profit 2,351 2,255 1,969 934 1,446
Earnings before interest and tax (EBIT) 2,346 2,248 2,083 935 1,448
Net financials 69 26 (25) (7) 64
Profit before tax 2,415 2,274 2,058 928 1,512
Consolidated profit after tax 1,755 1,680 1,491 553 1,084

CONSOLIDATED BALANCE SHEET

Assets
Intangible fixed assets 628 884 1,176 1,280 1,402
Tangible fixed assets 6,229 6,755 6,991 7,125 7,002
Financial fixed assets 1,435 1,797 1,551 1,291 1,765
Current assets 17,697 15,208 12,919 11,511 11,070
Total assets 25,989 24,644 22,637 21,207 21,239
Liabilities
Equity 15,200 14,503 13,577 12,410 12,617
Provisions 1,245 1,314 1,177 981 998
Long-term liabilities 20 126 143 136 162
Short-term liabilities 9,524 8,701 7,740 7,680 7,462
Total liabilities and equity 25,989 24,644 22,637 21,207 21,239
FINANCIAL RATIOS
Number of employees at year-end 18,596 17,777 17,942 18,875 18,776
Capital investments, tangible 768 942 954 1,126 1,496
Capital investments, intangible 143 139 281 308 265
Total capital investments 911 1,081 1,235 1,434 1,761
Research and development costs, incl. capitalised 1,162 1,151 1,106 1,293 1,302
Interest-bearing net accounts receivable/(liabilities) 4,388 2,950 1,617 292 924
Net cash flow from operating and investment activities before
impact from purchase and sale of securities 2,214 2,069 1,603 (95) 364
Sales growth 3.9% -0.5% 5.0% 1.6% 2.9%
Sales growth in local currencies 5.3% 0.5% 0.8% 5.6% 4.5%
EBIT as a percentage of net turnover 9.2% 9.1% 8.4% 4.0% 6.2%
Return on equity 11.8% 12.0% 11.5% 4.4% 8.6%
Equity ratio 58.5% 58.8% 60.0% 58.5% 59.4%

DEFINITION OF KEY FIGURES:
Sales growth: Yearly change in consolidated net turnover.
Return on equity: Consolidated profit as a percentage of the average equity.

Equity ratio: Equity at year-end as a percentage of total assets.

Net cash flow from operating and investment activities before impact from purchase and sale of securities