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Letter from the CEO

2022 was a challenging year for the world. The global pandemic, the war in Ukraine and a financial crisis
have made business even more difficult for many and challenged the stability of our supply chains.

The International Labor Organization (ILO) estimates that almost 28 million people are in situations of
modern slavery. More than 3.3 million of these are children. Migrant workers are more than three times
more likely to be in forced labor than non-migrant adult workers.

The UN has set out a goal to end forced child labor by 2025 and abolish all slavery by 2030, but a lot of
work still needs to be done to achieve these aims. It is therefore imperative that businesses all over the
world take responsibility for conducting business and generate results in an ethical and trustworthy
manner.

Being an active member of the UN Global Compact and the Nordic Business Network for Human Rights,
we act with due diligence and address human rights risks and challenges. Modern slavery and forced
labor are part of our human rights due diligence process through which we identify, assess, prioritize and
mitigate potential human rights impacts.

We respect the internationally recognized human rights and core labor standards through our
commitment to comply with the UN Guiding Principles for Human Rights.

This document is Danfoss’ Modern Slavery Act Statement and covers the calendar year 2022. The
statement has been approved by me and Danfoss’ Board of Directors. We issue this statement in line with
the requirements in section 54 of the UK Modern Slavery Act as well as the California Transparency in
Supply Chains Act, to provide an overview of Danfoss’ policies, guidelines and processes related to
eliminating the practices of modern slavery.

Nordborg, February 28, 2023

Kim Fausing
President & CEO
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Modern slavery defined

Modern slavery is an umbrella term that covers forced labor and human trafficking, as well as work
performed involuntarily or under any threat of penalty. Examples of forced labor are the retention of
identity papers or recruitment fees, which hold workers in debt bondage, or work done under the
menace of penalty.

Exploitative practices, such as excessive working hours for minimal pay, sometimes paid with a heavy
delay, are often not defined as forced labor as such, but can lead to forced labor. In cases where Danfoss
discovers such practices at a supplier, this is addressed as well.

About Danfoss

Danfoss’ history started on September 1, 1933, when Mads Clausen founded Danfoss in his parents’
farmhouse in Nordborg, Denmark. Since then, the business has grown from a solo enterprise into one of
the largest industrial companies in Denmark and one of the world’s leading suppliers of innovative and
energy-efficient solutions. Today, the company is still family-owned via the Bitten and Mads Clausen’s
Foundation and it holds market-leading positions, employs 42,000 people, and serves customers in more
than 100 countries.

Danfoss is a leading technology partner for our customers who want to decarbonize through energy
efficiency, machine productivity, low emissions, and electrification.

We engineer the advanced technologies that help ensure the supply of fresh food and optimal comfort in
homes and offices, while meeting the need for energy-efficient infrastructure, connected systems and
integrated renewable energy. The company’s solutions are used in areas such as refrigeration, air
conditioning, heating, motor control and mobile machinery. Danfoss is part of the metal-machining
industry and the electronics industry; many of the products are electrical or electromechanical products.

The Group consists of three business segments: Danfoss Power Solutions, Danfoss Climate Solutions, and
Danfoss Power Electronics & Drives. Our customers are mainly original equipment manufacturers (OEMs),
distributors and contractors, but also installers and end-users for a few products.

A full list of all the entities in the Danfoss Group covered by this statement can be found on pages 9-12.

Corporate governance

Legislation provides the overall framework for the Group’s governance, but corporate governance
determines how the business is managed within this framework. The Group structure supports
management values and determines a clear distribution of management responsibilities. These well-
defined principles drive the interaction between the Group’s management, the owners, and other
stakeholders. The Group's Articles of Association and a comprehensive set of internal management and
control procedures also form part of corporate governance within Danfoss.

Danfoss has a two-tier management system consisting of the Board of Directors and the Group Executive
Team, including the CEO and CFO. The Board of Directors approves Danfoss’ overall strategies and
targets, appoints, and supervises the CEO and CFO, and defines the guidelines for the CEO and CFO on
Danfoss’ day-to-day operation.
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As its code of corporate governance, Danfoss follows the recommendations on good corporate
governance, as set out by the Committee on Corporate Governance in Denmark, which are available on:
www.corporategovernance.dk. Danfoss complies with the recommendations.

Further details about the company’s governance structure, risk management and organizational
structure are available in the Annual Report, and on the company’s website.

Our commitment and policies

Danfoss is committed to respecting the internationally recognized human rights and core labor
standards; and since 2002, we have been a member of the UN Global Compact.

Danfoss has an overall policy on business conduct as well as company guidelines on specific areas.
Danfoss’ Ethics Handbook stipulates internal rules and requirements regarding ethics, human rights
(including labor rights and modern slavery), anti-corruption, etc.

Danfoss’ Code of Conduct for suppliers (CoC) reflects modern slavery regulations in the following way:

“Danfoss does not permit forced or involuntary labor, which includes slavery, human trafficking, or any other
forms of involuntary work. Danfoss’ suppliers must not use or benefit from forced labor at the supplier. This
includes forced prison work, work on a forced contract, slavery, and other forms of work, which are done
against one’s will or choice.

“The supplier or any entity supplying labor to the supplier must not charge fees for recruiting personnel or
withhold any part of any salary, benefit, property, or document in order to force personnel to continue working
for the company. All personnel must have the right to leave the workplace after completing the standard
workday and be free to terminate their employment with reasonable notice.”

Due diligence

Danfoss is committed to complying with the UN Guiding Principles for Human Rights, which entails that
we must carry out a human rights due diligence process where potential human rights impacts are
identified, assessed, prioritized and mitigated. We consider modern slavery and forced labor to be part of
the human rights due diligence process.

Danfoss’ human rights due diligence process is based on a regional, risk-based approach with the aim of

building local capacity to handle human rights issues in the regions in which we operate. Regions at most
risk of negative impacts on human rights have been prioritized first.
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Danfoss’ due diligence process follows the cycle outlined above. This is based on the due diligence measures outlined by OECD. Learnings from each
of the regional rollouts are implemented in the policies and processes.

Danfoss is an active member of the Nordic Business Network for Human Rights through which companies
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