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IMPORTANT INFORMATION
In this prospectus “Concentric” or the “Company” means, depending on the context, either Concentric AB (publ) or the group in which
Concentric AB (publ) is the parent company. “Concentric Group” or
the “Group” means Concentric AB (publ) and its subsidiaries. “Haldex” means, depending on the context, either Haldex AB (publ) or
the group in which Haldex AB (publ) is the parent company. “Haldex
Group” means Haldex AB (publ) and its subsidiaries.
“Euroclear Sweden” refers to Euroclear Sweden AB. “NASDAQ OMX
Stockholm” refers to NASDAQ OMX Stockholm AB. “SEK” refers to
Swedish kronor, “USD” refers to U.S. dollars, “EUR” refers to Euro and
“GBP” refers to British pounds. “m” refers to millions.
NOTICE TO INVESTORS
This prospectus has been prepared by reason of the listing of the shares
in Concentric on NASDAQ OMX Stockholm. The prospectus does not contain and does not constitute an offer or invitation to acquire securities.
The prospectus has been approved and registered by the Swedish Financial Supervisory Authority (Finansinspektionen) (the “SFSA”) pursuant to the provisions of Chapter 2, Sections 25 and 26 of the Swedish Financial Instruments Trading Act (lagen (1991:980) om handel med
finansiella instrument) (the “Trading Act”). Approval and registration
by the SFSA do not imply that the SFSA guarantees that the information
provided in this prospectus is correct and complete.
This prospectus is governed by Swedish law. The courts of Sweden have
exclusive jurisdiction to settle any dispute arising out of or in connection with this prospectus. This prospectus has been prepared in Swedish and English language versions. In case of any inconsistency between
the Swedish and the English versions of the prospectus, the Swedish
version shall prevail.
The shares in Concentric are not subject to any application for trading
in any country other than Sweden. The shares in Concentric have not
been, and will not be, registered under the United States Securities
Act of 1933 (the “Securities Act”) or the securities laws of any state
or other jurisdiction outside Sweden . This prospectus may not be distributed in any jurisdiction where such distribution would require any
additional prospectus, registration or measures other than those required under Swedish law, or otherwise would conflict with regulations
in such jurisdiction. Persons into whose possession this prospectus may
come are required to inform themselves about, and comply with such
restrictions. Any failure to comply with such restrictions may result in
a violation of applicable securities regulations.
The publication of this prospectus does not, under any circumstances, imply that the information herein is correct and current as at any
date other than the date of this prospectus or that there have not been
any changes in Concentric’s business since the date of this prospectus.
If the information in this prospectus becomes subject to any material
change, such material change will be made public in accordance with
the provisions governing the publication of supplements to prospectuses in the Trading Act.

FORWARD-LOOKING STATEMENTS AND MARKET DATA
This prospectus contains certain forward-looking statements that reflect Concentric’s current views or expectations with respect to future events and financial and operational performance. The words “intend”, “estimate”, “expect”, “may”, “plan”, “anticipate” or similar
expressions regarding indications or forecasts of future developments
or trends, which are not statements based on historical facts, constitute forward-looking information. Although Concentric believes that
these statements are based on reasonable assumptions and expectations, Concentric cannot give any assurances that such statements will
materialize. Because these forward-looking statements involve known
and unknown risks and uncertainties, the outcome could differ materially from those set out in the forward-looking statement.
Factors that could cause Concentric’s actual operations, result or performance to differ from the forward-looking statements include, but
are not limited to, those described in “Risk factors”. The forward-looking statements included in this prospectus apply only to the date of the
prospectus. Concentric undertakes no obligation to publicly update or
revise any forward-looking statements, whether as a result of new information, future events or otherwise, other than as required by law.
The prospectus contains market data and industry forecasts, including information related to the sizes of the markets in which Concentric
participates. The information has been extracted from a number of
sources. Although Concentric regards the sources as reliable, the information contained in them has not been independently verified and
therefore it cannot be guaranteed that this information is accurate
and complete. However, as far as Concentric is aware and can assure
by comparison with other information made public by these sources,
no information has been omitted in such a way as to render the information reproduced incorrect or misleading. In addition to the above,
certain data in the prospectus is also derived from estimates made by
Concentric.
PRESENTATION OF FINANCIAL INFORMATION
This prospectus contains Concentric’s audited combined financial statement for 2009 and 2010, the reviewed interim financial statement for
the period January − March 2011 and pro forma financial statements
for 2010 and January − March 2011, which all have been prepared in
accordance with International Financial Reporting Standards (“IFRS”)
as enacted by the EU. Certain financial and other information presented in this prospectus has been rounded off for the purpose of making
this prospectus more easily accessible for the reader. As a result, the
figures in tables may not tally with the stated totals.
With the exception of Concentric’s audited combined financial statement for 2009 and 2010, the reviewed interim financial statement for
the period January − March 2011 and the pro forma financial statements
in this prospectus, no information in the prospectus has been audited
or reviewed by Concentric’s auditor.
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Annual General Meeting in Haldex
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Intended last day for trading in the Haldex share including the right to distribution
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Intended Record date for the distribution of the shares in Concentric
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Expected first day of trading in the Concentric share

June 16, 2011
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SUMMARY
Overview of the distribution and listing
of Concentric
Background and reasons
On July 16, 2010, Haldex announced its intention to reorganize the Hydraulic Systems division into a separate
group and to distribute the new parent company, Concentric, to the shareholders of Haldex, as well as to list the
Company on NASDAQ OMX Stockholm. The Boards of
D irectors of Haldex and Concentric assess that Concentric
has now achieved such size and profitability that the Company will have better opportunities as a separate listed entity, with its own independent access to capital and freedom to implement its strategy. With a strong investment
case, Concentric has the potential to become an attractive
investment proposition for current and new investors. The
Board of Directors of Haldex is therefore proposing that
the shareholders of Haldex resolve at the Annual General Meeting to be held on June 8, 2011, to distribute all the
shares in Concentric to the shareholders of Haldex through
a dividend distribution. Under the “Lex ASEA” rules, the
distribution of the shares in Concentric is tax-exempt in
Sweden for both Haldex and the shareholders in Haldex.
It is proposed that the shares shall be distributed in proportion to each individual shareholder’s holding in Haldex.
Shareholders will receive one share in Concentric for every
share held in Haldex.

Record date
The Board of Directors of Haldex has proposed that the Annual General Meeting on June 8, 2011 authorizes the Board
to determine the record date at Euroclear Sweden (the Swedish Central Securities Depository) for determining who is entitled to receive shares in Concentric. However, it is the intention of the Board to set the record date to June 13, 2011.

Listing
The shares in Concentric are expected to be listed and traded
on NASDAQ OMX Stockholm commencing on or about
June 16, 2011. Shareholders in Haldex will receive shares in
Concentric without having to take any action.

Overview of Concentric
Concentric produces and sells a range of products, based on
its core technical competence in pumps, to OEMs (Original Equipment Manufacturers). The main products are oil
pumps, water pumps, fuel transfer pumps and hydraulic
pumps. Core products are developed together with customers, to provide custom solutions to their specific flow and
pressure requirements. A typical product gestation period
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is 2–3 years, and a typical product life is 10 years. The OEM
customers are spread globally, and their products serve a
range of end markets. Concentric’s solutions allow its customers to achieve their goals on fuel economy, emissions reduction and noise control.
At year end 2010 Concentric had a total of 1,156 employees
at its sites in China, Germany, India, United Kingdom, United
States and Sweden.

Market
Pumps are used in a very wide variety of end markets, and
the basic concept of a pump has been adapted for use in many
different applications. Within Concentric’s end markets,
pump companies continue to refine the technology of their
products, producing more specialized pumps to increase performance in specific applications. Traditional mechanical oil
pumps and water pumps, are evolving into infinitely variable flow versions, via hydraulic or electronic control, thereby offering power savings, improved engine fuel efficiency,
more accurate temperature stabilization and overall reduced
emissions and noise.
One of the main drivers in this market is the desire to
reduce the impact of society on the environment, specifically to cut emissions of CO² (carbon dioxide) and other gases.
The regulation has moved at different speeds in different regions, but in general North America and Europe have more
developed regulation, and tighter emission standards than
developing economies such as the so called BRIC group (Brazil, Russia, India and China). Concentric develops, together with its European and North American customers, pump
solutions to allow its customers to improve the performance
of their machinery and increase fuel efficiency, reduce emissions, and noise.
Another strong trend affecting the market is the continued strong investment in infrastructure of developing countries, in particular the BRIC countries. This is increasing demand for Concentric products in all major end markets and,
as a global supplier, with a local presence and production in
India and China, Concentric will continue to benefit from the
higher than average economic growth of these economies.
Concentric supplies its solutions to customers in a wide
range of end markets that it groups in to four main enduse applications: industrial applications, trucks, agricultural machinery and construction equipment. Hydraulic pumps
and power packs are supplied directly to machinery and vehicle builders, engine pumps are supplied to diesel engine
manufacturers who supply the same machinery manufacturers.

Concentric’s 2010 sales by end market
Industrial Applications, 38%
Truck, 25%
Agricultural Machinery, 19%
Construction Equipment, 18%

Note: Based on Concentrics sales by direct customer and management estimates of
those customers end markets

Operations
Concentric has a global manufacturing presence, supported
by central support and development functions. The Group
is organized on the basis of its two geographical segments,
the Americas and Europe and Rest of World (RoW),
with a regional focus on two main product groups, namely
engines and hydraulics.
Overview operational structure
Concentric AB

Europe &
RoW

Americas

Europe
(incl. India)

Alfdex

China

In the Americas the main production site for hydraulics products is Rockford (United States), and for engine products
Itasca (United States) and Rockford. In Europe and RoW
the main production sites for hydraulics products are Skånes
Fagerhult (Sweden), Hof (Germany), Suzhou (China) and
Pune (India), and for engine products Birmingham (United Kingdom), Hof, Landskrona (Sweden), Pune and Suzhou.
On the engine products side, where Concentric is a Tier
1 supplier to engine manufacturers and large truck manufacturers, the Group offers products for diesel engines, used
for pumping lubricating oil, coolants and diesel fuel. Alfdex,
a joint venture with Alfa Laval, produces oil mist separators.
On the hydraulic products side, Concentric offers a broad
range of both gear and gerotor pumps together with hydraulic power packs and high-density hydraulic hybrid systems
for a wide range of industrial vehicle and diesel-engine installations. Concentric is a Tier 1 supplier to manufacturers
of construction machinery, forklifts, tail lifts and agricultural machinery.
Concentric had 724 active customers in 2010, operating in
very diverse end-markets. Major customers include diesel
engine makers such as Cummins, Deutz and Perkins, and
major truck companies such as IVECO, Volvo and Scania.
The top 10 customers contributed 64 percent of the Group’s
net sales for 2010.

The global market for hydraulic pumps is very diverse
with several large players, such as Bosch Rexroth, Parker
Hannifin, Eaton and Sauer Danfoss, as well as regional competitors, such as Shimadzu and Kayaba in Japan, Have in
Europe and HPI in the United States. Concentric tends to
compete with these companies only in certain niches. The
market for pumps for diesel engines is more easily defined,
with a few large suppliers in each region. Concentric is the
only global company and competes against a number of regionally focused companies.

Business mission, goals and strategies
Concentric’s mission is to be a global leader specialising in
engines and hydraulics, delivering custom solutions in application niches where Concentric adds value to the customer’s products.
Concentric’s vision is to remain the global industry leader
providing innovative energy saving technology via a global
manufacturing footprint adjacent to its customers.
Concentric’s long-term target is to achieve a compound
annual organic growth in sales of 7 percent and an EBIT margin of 11 percent over a business cycle. Net debt to equity
should be less than one.
Concentric’s Board of Directors will seek to provide
shareholders with a good dividend yield, and to adjust the
level of dividend to Concentric’s strategy, financial position
and other financial goals and risks that the Board deems
relevant. Concentric’s dividend policy provides that, in the
long term, the annual dividend, taking into consideration the
above, should correspond to approximately one-third of the
Group’s net income for the financial year.
Concentric’s strategy is to maintain its position as a leading company in both engines and hydraulics, to allow it to
take full advantage of strong market growth, driven by global infrastructure investment and tighter regulation of emissions. The strategy will focus on profitability of new sales,
and may include acquisitions that are complementary to existing product categories.

Financial development in brief
Below is a summary of Concentric’s financial development during the years 2008 – 2010 and during the periods
January – March 2010 and 2011. Concentric has recovered
strongly after the global recession, having taken measures to
restore profitability and position the Company for profitable
growth. Due to the nature of certain restructuring measures,
the Company shows its results both including and excluding costs of a one-off nature, referred to as items affecting
comparability. Pro forma tables are presented in “Pro forma
financial information” to show the effects on net financial
items and taxes of Concentric becoming a standalone entity.
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Summary statement of income
2011 1)
Amounts in SEK m

Quarterly trend

2010 1)

2010 2)

2009 2)

2008 3)

Jan−Mar Jan−Mar Full year Full year Full year

Net Sales
Operating income/loss
Operating income
before items affecting
comparability 4)

554

427

1,977

1,406

2,095

58

(10)

109

(116)

105

66

13

151

(79)

114

(SEK m)
70

(%)
12

60

10

50

8

40

6

30

EBITDA before items
affecting
comparability 4)

84

36

252

28

220

4

20

2

10

1)

Combined quarterly interim report for the Concentric Group

2)

Combined annual financial statements for the Concentric Group

3)

Presented as reported in the segmental disclosure of Haldex annual report

4)

See "Items affecting comparability"on page 29 for further explanation

0

Q1 10

Q2 10

Q3 10

Q4 10

0

Q1 11

Operating income before items affecting comparability
Operating margin before items affecting comparability

Key Ratios
2011

2010

2010

2009

2008

Jan−Mar Jan−Mar Full year Full year Full year
Sales growth, like
for like, % 1)

41.0%

19%

53%

Statement of income
Amounts in SEK m

(45%)

66

109

(3)

(20)

11.9%

3.0%

7.6%

(5.6%)

5.4%

Income before tax

10.4%

(2.3%)

5.5%

(8.2%)

5.0%

Taxes
Net income

16.5%

(1.5%)

12.1%

(4.4%)

ROCE, % 2)

14.4%

6.0%

8.8%

(6.7%)

8.2%

1.2%

(5.1%)

(2.2%)

(1.8%)

(1.2%)

Operating margin, %

1)

Sales adjusted for currency fluctuation and divested operation and acquisitions

2)

Annualised basis

Working capital

2011

2010

Amounts in SEK m

Q1

Q4

Q3

Q2

Q1

Net sales

554

520

537

493

427

Operating margin, %
Items affecting
comparability 1)

58

53

48

17

(10)

10,4%

10,2%

9,0%

3,5%

(2,3%)

8

−

−

19

23

Operating income before
items affecting
comparability

66

53

48

36

13

Operating margin before
items affecting
comparability, %

11,9%

10,2%

9,0%

7,4%

3,0%

1)

Balance sheet
Fixed assets

Quarterly trend

Operating income/loss

EPS, SEK

Amounts in SEK m

Concentric has shown consistent performance in recent
quarters, and there have not been significant restructuring
costs since the second quarter 2010. Items affecting comparability in the first quarter 2011 refer to duplication of certain central functions arising from the proposed separation
of Concentric from Haldex.

See "Items affecting comparability"on page 29 for further explanation

2010
Full year

Net financial items

Operating margin, %
ROCE before items
affecting
comparability, % 2)

2011
Jan−Mar

Operating income

Operating margin
before items affecting
comparability, %

Working capital as a %
of sales 2)

4

Summary pro forma information

Net debt
Equity
Working capital as a % of sales
Net debt/ equity ratio, %

63

89

(20)

(27)

43

62

11.9%

7.6%

0.97

1.40

2011
Jan−Mar
1,065
8
282
722
0.4%
39.0%

Significant trends and changes
Concentric performed strongly in the first quarter of 2011.
There have been no significant changes in Concentric’s financial or market position since the publication on the interim report for the period January – March 2011.
Based on its strategy, the Company aims to outgrow its
market, via new product introduction to meet tightening
emissions requirements, and further penetration of developing economies.

Risk factors
A number of factors affect or may in the future affect the operations of Concentric, both those directly related to Concentric and those that relate indirectly. Some of the risk factors

considered significant to Concentric’s future development
are summarised below, in no relative order:
Industry and market risks (impact of the economy, competition and price pressure, customers, raw materials and
prices of raw materials), company-related and operational
risks (production, product development, complaints, products recalls and product liability, restructuring, legislation
and regulation, intellectual property rights, environmental
risks, tax risks, specific U.S. tax risk, disputes, financing risk,
interest rate risk, exchange rate risks, credit risks, changes in
value of fixed assets, and pension obligations) and stock market risks (share price, increased expenses as an independent
listed company, and future dividends).

Board of Directors, senior management and auditor

Financial advisor
Lazard is the financial advisor of Haldex in connection with
the contemplated distribution of the shares in Concentric to
the shareholders of Haldex and the listing of the shares on
NASDAQ OMX Stockholm.

Major shareholders and related party transactions
At the time of the distribution, the ownership structure of
Concentric will be identical to that of Haldex. As at April 29,
2011, Haldex’s largest shareholder was Investment AB Öresund, holding 12.3 percent of the shares and votes in Haldex.
For more information, see “Ownership structure” on page
70. For information regarding related party transactions, see
“Legal issues and supplementary information” on page 73.

Concentric’s Board of Directors comprises Stefan Charette
(Chairman), Marianne Brismar, Kenth Eriksson, Joakim
Olsson, Martin Sköld and Claes-Magnus Åkesson. The senior executives are Ian Dugan, (President and Chief Executive Officer), David Bessant (Chief Financial Officer), Len
Mason (Head of Region Americas), David Woolley (Head of
Region Europe and RoW), David Williams (Head of Engine
Engineering and Development), Bill Pizzo (Head of Hydraulics Engineering and Development), Melissa Dunn (Head of
HR) and Brian Nelson (Head of Strategy). The Company’s
auditor is Öhrlings PricewaterhouseCoopers AB. For more
information on the Company’s Board members, senior executives and auditor, see “Board of Directors, senior management and auditor” on page 61.
President and CEO Ian Dugan has announced that he
will be stepping down after the listing, once a successor has
been appointed.

5

Risk factors
A number of factors, not entirely controllable by Concentric, affect and may come to affect Concentric’s business.
Described below are some of the risk factors, which are considered to be of particular significance to Concentric’s future development. The below summary of risk factors does
not claim to be complete, nor are the risks ranked according to degree of importance. Not all factors are described
in detail, and accordingly, a complete evaluation of the information in this prospectus as well as a general evaluation of external factors must be made. Additional risks of
which the Company is not currently aware or which the
Company currently considers insignificant can exert substantial influence on Concentric’s business, financial position and/or result.

Customers

Industry and market risks
Impact of the economy

The Group depends on a number of raw materials, semifinished goods and conversion processes. Concentric has
defined its exposure to raw materials in terms of both the
Group’s own purchasing of raw materials and Concentric’s
sub-suppliers’ purchasing of raw materials. The greatest exposure is to the supply of aluminum, various steel grades and
cast iron. Concentric is also affected by changes in raw materials price levels.
When rising raw materials prices cannot be offset through
higher prices for Concentric’s products, the Group’s operations, financial position and earnings may be adversely affected.
If there were to be interruptions to the raw materials and
semi-finished goods supply chains, and temporary shortages
of certain materials, this could impact the deliveries of Concentric products to its customers, which could have an adverse effect on the Group’s operations, sales and earnings.

The Group operates worldwide and, as virtually all businesses, depends on the general financial and political situation in
the world, as well as conditions unique to a specific region
or country. Concentric is mainly active in a diverse range of
markets for industrial applications, trucks, agriculture machinery and construction equipment. Demand for the Company’s products is dependent on the demand in these markets, which in turn is driven by global trade, infrastructure
construction as well as economic trends in the particular geographic market. Concentric’s main geographic markets are
North America and Europe, but the Group is also active in
the Asian and South American markets. A weak economic
trend in the whole or part of the world may therefore result in
lower than expected market growth. Production in the truck,
construction, agriculture and the industrial sectors is an indication of the trend in Concentric’s market. Under normal
conditions, each of these sectors has historically displayed
a cyclical pattern. Although Concentric’s business is wellspread geographically, with a broad customer base within
several market segments, there is a risk that Concentric’s operations, financial position and earnings could be adversely affected by a weak economic trend as well as cyclical patterns.

Competition and price pressure
Concentric operates in competitive markets, where price
pressure is a natural feature. Stiffer competition and price
pressure may impact negatively on the Group’s operations,
financial position and earnings. For example, customers may
increasingly opt for products competing with the Concentric product range and it cannot be excluded that more intense competition may adversely affect Concentric’s current
margins.
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Concentric is active in several different market segments and
has a large number of customers distributed among several areas of operation. No single customer accounts for more
than 20 percent of the net sales of the Group as a whole. The
top two customers for the Group contributed net sales in
2010 of SEK 388 m (19.6 percent) and SEK 302 m (15.3 percent), respectively. A loss of a major customer or the loss or
delay of a major contract may have an adverse impact on the
Group’s sales and earnings. Moreover, if Concentric’s customers do not meet their obligations or drastically reduce operations or terminate activities, the Group’s sales and earnings may be negatively affected.

Raw materials and prices of raw materials

Company-related and operational risks
Production
Damage to production facilities caused, for example, by fire,
in addition to manufacturing stoppages or disruptions in any
part of the production process caused, for example, by breakdowns, weather conditions, geographic conditions, labor disputes, terrorist activities and natural disasters, may have adverse implications in the form of direct damage to property
as well as interruptions that undermine the potential to meet
obligations to customers. In turn, this may lead customers to
select alternative suppliers. Accordingly, such disruptions or
interruptions may impact negatively on the Company’s operations, financial position and earnings.
Concentric conducts production at a number of plants
for certain product lines, thus there is the potential to reduce the implications of an interruption by raising output at

other plants. However, such action generally results in added
costs and may, in the short run, have a negative impact on the
Group’s operations, financial position and earnings, particularly for production where the capacity utilization is high.

Product development
Requirements from users and legislators for higher safety,
lower noise levels and reduced environmental impact result
in higher demand for the products provided by Concentric.
Accordingly, it is essential that the Group continuously develop new products and continue to improve existing products to satisfy this demand so that market shares are not only
maintained, but also increased. Consequently, a key part of
Concentric’s strategy involves developing new products in
those areas that the Group regards as important for continued growth and/or for defending market shares.
The development for new products always entails the risk
that a product launch will fail for some reason, which could
have significant consequences. It is the Group’s policy to expense evolutionary product development projects, but since
the Group capitalizes costs for major new product development projects, a failed launch would give rise to an impairment requirement and may adversely affect the Group’s operations, financial position and earnings.

Complaints, product recalls and product liability
Concentric is exposed to complaints in the event that the
Group’s products fail to function the way they should. In
such cases, the Group may be obliged to rectify or replace
the defective products.
Recalls pertain to cases where an entire production series or a large part has to be recalled from customers in order
to rectify deficiencies. This occurs occasionally in the truck
industry. The Group has no insurance covering recalls. The
assessment is that the cost of such insurance would not be
proportionate to the risk covered by the insurance. Concentric has historically not been affected by any major recalls of
products. There is always a risk that customers demand that
suppliers cover costs in addition to replacing the product,
such as the cost of dismounting, assembly and other ancillary costs. If a product causes damage to a person or property, the Group could be liable to pay damages. A recall on
a larger scale or a major product liability claim, may affect
the Group’s operations, financial position and earnings negatively.

Restructuring
As part of the Group’s strategy, Concentric continually appraises its operations and various restructuring programs in

a bid to strengthen the competitiveness of its units. However, there is always a risk that the programs implemented do
not provide the anticipated results.

Legal risks
Legislation and regulations
As a result of its worldwide operations, Concentric is subject to a variety of laws, ordinances, regulations, treaties and
guidelines, including those pertaining to the environment,
health and safety, trade restrictions, competition regulations
and currency regulations. Concentric continually monitors
rules and regulations in each market and strives to adjust
the Group to any identified future changes. However, changes in legislation, regulations, customs rules and other trade
barriers, price and currency controls as well as other guidelines in the countries in which Concentric is active, may affect the Group’s operations, financial position and earnings
negatively.

Intellectual property rights
Concentric invests significant resources in product development. To secure returns on these investments, the Group
actively claims its rights and monitors competitors’ activities closely. There is always a risk that competitors infringe on the Group’s patents and other intellectual property rights. The risk of the marketing of unlicensed copies of
the Group’s products has increased in recent years, particularly in the Asian markets. If required, the Group protects
its intellectual property rights through legal action. However, it cannot be guaranteed that Concentric will be able to
defend its granted patents, trademarks and other intellectual property rights or that submitted registration applications will be approved. Accordingly, there can be no guarantee that the Group will receive trademark or similar legal
protection in respect of “CONCENTRIC” in all relevant jurisdictions. Moreover, there is no guarantee that companies
within the Group cannot be considered to infringe upon intellectual property rights of others, or that the Group’s use
of “CONCENTRIC“ does not infringe such rights in one or
more countries. Disputes regarding infringement of intellectual property rights can, just like disputes in general, be
costly and time consuming and may adversely affect Group’s
operations, financial position and earnings.
In addition, the industries in which Concentric operates have displayed rapid technological progress in many
respects. Accordingly, there is a risk that new technologies
and products can be developed, which circumvent or surpass
Concentric’s intellectual property rights.
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Environmental risks
All of the Group’s manufacturing facilities are either subject to reporting obligations or are regulated by the environmental legislation in each country. Concentric believes
that all units have the required permits and agreements, and
that they also meet the required reporting and control requirements. Changes in legislation and official regulations
entailing stricter requirements and changes in conditions in
terms of health, safety and environment or progress towards
a stricter official application of legislation and regulations
may require additional investment and lead to higher costs
and other undertakings by Group operations that are subject to such regulations.

Tax risks
Concentric conducts its operations through companies in a
number of countries. The business, including transactions
between Group companies, is conducted in accordance with
Concentric’s interpretation of prevailing tax legislations, tax
treaties and regulations in the various concerned countries
and demands by relevant tax authorities. It cannot be generally ruled out that Concentric’s interpretation of applicable laws, tax treaties and regulations or of the interpretation or administrative application by concerned authorities
is not entirely correct, or that such rules will be subject to
change, possibly with retroactive effect. Concentric’s tax situation may change through decisions by the relevant authorities which may have a negative impact on the Group’s financial position and earnings.
During late 2010 and the first half of 2011, the Haldex
Group was restructured for the purpose of separating Concentric from Haldex. It is the opinion of Haldex and Concentric that transactions during the restructuring have been
made at fiscally correct prices. However, it cannot be ruled
out that the tax authorities in the countries where transfers
have been made will judge certain pricing to have been incorrect and that reassessments then may occur, which may
adversely affect the Group’s financial position and earnings.

Specific U.S. tax risk
Haldex believes that the corporate restructuring of the
Haldex Group’s operations in the United States that are carried out in connection with the contemplated distribution of
the shares in Concentric will be free of federal and state income tax in the United States. Haldex, Inc. has received a
private letter ruling (the “IRS Ruling”) from the U.S. Internal Revenue Service (“IRS”) with regard to the restructuring
based upon certain qualifications and conditions contained
therein, all of which Haldex believes have been satisfied. The
IRS Ruling concludes for U.S. federal income tax purposes, that the U.S. restructuring transactions will not result in
taxable income for Haldex’s U.S. subsidiaries. Although an
IRS Ruling generally is binding on the IRS, the ruling does
not rule that the U.S. restructuring satisfies every require-
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ment for a tax free spin off. After discussions with its U.S.
tax advisor, Haldex believes that all such requirements have
been satisfied.
Under Section 355(e) of the U.S. Internal Revenue Code,
if one or more persons were to acquire a 50 percent or greater
interest in Haldex or Concentric directly or indirectly as part
of a plan or series of related transactions, developed before
the distribution, of which the U.S. restructuring is a part, the
U.S. restructuring transactions could be taxable for Haldex’s
U.S. subsidiaries. Haldex represented to the IRS as part of
the IRS Ruling process that neither Haldex nor Concentric
was party to any such plan.
One on-going condition of the IRS Ruling will affect the
composition of the Boards of Haldex, Concentric and Haldex,
Inc., namely it will be required that Concentric’s Board of Directors shall not consist of more than two members who are
at the same time also Board members of either Haldex or
Haldex, Inc. At the time of distribution of the shares in Concentric, the composition of the Boards of Directors of these
companies has been structured to satisfy this requirement.
Haldex, Inc. and certain U.S. subsidiaries of Concentric have entered into a tax administration agreement under
which each party covenants not to take or permit to be taken
or fail to take any action where such action or failure would
jeopardize or be inconsistent with the tax treatment confirmed in the IRS Ruling. The parties have also undertaken to
indemnify each other from any adverse effects or other losses being the result of a breach of their respective covenants.
The indemnity applies even if controlling shareholders of the
parties take certain actions that are inconsistent with the tax
treatment as confirmed by the IRS Ruling.
If the restructuring transactions, in spite of the IRS Ruling, give rise to taxation of any of Haldex’s U.S. subsidiaries and this is not due to an action or failure to act for which
the taxed entity is to be indemnified in accordance with the
above, then, pursuant to the referenced tax administration
agreement, Haldex’s U.S. subsidiaries on the one hand and
Concentric’s U.S. subsidiaries on the other hand shall each
be responsible for 50 percent of such taxes.

Disputes
Companies within the Group are occasionally involved in
disputes in the ordinary course of business and are subject
to the risk, similar to other companies operating in Concentric’s market, of becoming subject to claims such as those in
relation to contractual matters, product liability, alleged defects in delivery of goods and services, environmental issues
and intellectual property rights. Such disputes and claims
may prove time-consuming, disrupt normal operations, involve large amounts and result in significant costs. In addition, the outcome of complicated disputes may be difficult
to foresee.

Financial risks
Financing risk
The Group’s financing risk is the risk that the Company will
be unable to raise new loans or to refinance existing loans.
Although Concentric has access to long-term financing for its
operations, it cannot be ruled out that Concentric in the future may breach financial covenants in its credit and/or loan
agreements due to, for example, the economy or disruption
in the capital or credit markets, which may adversely affect
the Group’s turnover, financial position and earnings.
Even though the Groups financial position is strong it
cannot be ruled out that Concentric may have to obtain additional financing through, for example, taking up loans or
issuing new shares. The availability of additional financing
is dependent on a variety of factors, such as market conditions, the general availability of credit, the overall availability of credit within the financial markets and Concentric’s
credit rating and credit capacity. Disruptions or uncertainty
in the capital and credit markets may also limit access to
capital required in order to operate the business.

Interest rate risk
Interest rate risk is the risk that changes in interest rates will
have a negative impact on the Group’s financial position and
earnings. The Group’s only significant interest bearing asset
is cash and liquid funds. Revenues and cash flow from operating activities are, in all significant respects, independent
of changes in market interest rates. The Group’s interest rate
risk arises from its borrowings. The Group’s net interest expense depends, among other things, on the average fixed interest term. See also “Financial exposure and risk management” on page 40. It cannot be guaranteed that Concentric’s
measures to reduce its exposure to interest rate changes and
other interest risks are efficient or sufficient enough in order
for Concentric’s financial position and earnings not to be adversely affected.

earnings when the income statements of foreign subsidiaries are translated to SEK. Since the Group’s earnings to a
large extent are generated outside Sweden, the impact on
the Group’s consolidated income statement may be significant. In connection with translation of the net assets of nonSwedish subsidiaries into SEK, there is a risk that exchange
rate fluctuations will affect the Group’s consolidated balance
sheet. See also “Financial exposure and risk management”
on page 40. If Concentric’s measures to hedge and otherwise control the effects of exchange rate movements should
prove not to be sufficient, Concentric’s sales, financial position and earnings may be adversely affected.

Credit risk
Concentric, like other companies, is subject to credit risk,
meaning the risk that a party to a transaction cannot fulfill its
payment obligations and thereby creates a loss for Concentric. Financial credit risk is the exposure to default of counterparties with which the Group has invested cash and other
financial assets. The credit risk in foreign currency and interest rate derivatives corresponds to their positive market
value, i.e., potential gains on these contracts. See also “Financial exposure and risk management” on page 40. If Concentric does not succeed in handling its credit risks, this may
have a substantial adverse effect on Group’s sales, financial
position and earnings.

Changes in value of fixed assets
Concentric has substantial fixed assets, of which goodwill
represents the largest part. Goodwill is tested annually during the third quarter to identify any necessary impairment
requirements. In the event that future tests regarding continuing changes in the value of tangible as well as intangible assets would lead to write-downs, this may have a substantial adverse effect on Concentric’s financial position and
earnings.

Exchange rate risks

Pension obligations

Through its international operations, Concentric is exposed
to exchange rate risks. Exchange rate risks refer to the risk
of exchange-rate fluctuations having an adverse impact on
Group’s consolidated income statement, balance sheet and/
or cash flows. Foreign exchange exposure occurs in conjunction with goods and services being bought or sold in currencies other than the respective subsidiary’s local currency
(transaction exposure) and during conversion of the balance
sheets and income statements of foreign subsidiaries into
SEK (translation exposure). Moreover, the comparability of
Concentric’s result between periods is affected by changes in
currency exchange rates.
Concentric’s operations give rise to extensive cash flows
in foreign currency. The most important currencies in the
Group’s cash flow are SEK, USD, EUR and GBP. The effects
of exchange rate movements have an impact on the Group’s

In the United States and the United Kingdom, funded defined benefit plans are operated with assets held separately
from those of Concentric. The U.S. scheme is underfunded
and Concentric therefore makes top payments, which are
expected to continue during approximately 10 years time.
According to the latest report from the responsible actuary,
the UK plans are sufficiently capitalized, even though there
is currently a deficit. However, under the rules applicable
to the UK plans, the supervisory authority may request that
they be fully capitalized should an event take place having a
significant negative effect on Concentric’s ability to meet its
pension commitments. The Company feels that there is no
reason to assume that such a situation will arise, but it cannot be ruled out that the authority might assess the situation differently at some point in time. See also “Pension obligations” on page 42.
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Stock market risks
Share price development
Prior to the contemplated distribution of the shares in Concentric, the shares have not been publicly traded. Although
an application has been made for the shares in the Company to be admitted to trading on NASDAQ OMX Stockholm,
no guarantees can be provided concerning the liquidity of
the shares.
Risk and risk-taking is an inevitable part of owning
shares. Since an investment in shares may fluctuate in value
both upwards and downwards, it can never be guaranteed
that an investor is able to recuperate the invested capital in
full. The price of the shares may vary depending on, among
other things, Concentric’s financial performance, changes in
stock market expectations of future performance, the supply of and demand for the shares, the development in Concentric’s markets, and the overall economy and the financial markets generally. Moreover, the share prices of publicly
traded companies can be highly volatile. It is impossible for
a particular company to control all the factors that may have
an impact on the share price of the Company and, accordingly, all decisions to invest in shares should be preceded by
a careful analysis.

Increased expenses as an independent
listed company
Up until the contemplated distribution of the shares in Concentric, Concentric is a wholly-owned subsidiary of a listed company. As a result, Concentric has limited operational history as a consolidated stand-alone unit on which the
Group can be judged, and has not previously had any direct
responsibility for laws, regulations and requirements applicable to listed companies, including, for example, the rules of
NASDAQ OMX Stockholm and the Swedish Corporate Governance Code. As a listed company, Concentric will incur
legal, accounting and other expenses which the Company has
not previously been directly responsible for. Complying with
these laws, regulations and requirements may also occupy a
significant amount of the time of Concentric’s Board of Directors and senior management.
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Future dividends
The declaration and payment of future dividends will be resolved upon by the Company’s shareholders. The Company’s
ability to pay dividends in the future depends on numerous
factors including, but not limited to, the Group’s business,
future profit, financial condition, results of operations, distributable reserves, cash flows, prospects, capital requirements, the ability of its subsidiaries to pay dividends up to
the Company, credit terms, general economic and statutory restrictions, and other factors that Concentric’s Board of
Directors deems significant from time to time. For more information, see “Financial targets and dividend policy” on
page 14.

Background and reasons
On July 16, 2010, Haldex announced its intention to reorganize its Hydraulic Systems division into a separate group and to distribute the new parent company thereof, Concentric, to the shareholders of Haldex,
as well as to list the new company on NASDAQ OMX Stockholm. The Boards of Haldex and Concentric assess that Concentric is now ready to take the step of becoming an independent, listed company. The Board
of Directors of Haldex is therefore proposing that the shareholders resolve at the Annual General Meeting
to be held on June 8, 2011, to distribute all the shares in the subsidiary Concentric to the shareholders of
Haldex through a dividend distribution.
Haldex has pursued a policy of focused development for its business divisions. Since the acquisition by
Haldex of Concentric plc in 2008, significant synergies have been realized, and the Haldex Hydraulic Systems division has developed into a world leader in the pumps industry, with the scale to serve demanding
customers around the world, and develop new products to drive growth. The Boards of Haldex and Concentric now assess that the continued development of the operation will be facilitated by a separate listing
of Concentric. The Company will have its own independent access to capital, and freedom to implement its
strategy. With a strong investment case, Concentric has the potential to become an attractive investment
proposition for current and new investors.
Skånes Fagerhult May 23 2011
Concentric AB (publ)
The Board of Directors

Stockholm May 23 2011
Haldex AB (publ)
The Board of Directors

The Board of Directors of Concentric is responsible for this prospectus. The Board of Directors hereby declares that, having taken all reasonable care to ensure that such is the case, the information contained in
this prospectus is, to the best of the Board of Director’s knowledge, in accordance with the facts and contains no omission likely to affect its import.
Skånes Fagerhult May 23 2011
Concentric AB (publ)
The Board of Directors
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Terms, conditions and instructions
Provided that the Annual General Meeting of Haldex on
June 8, 2011 resolves to distribute all the shares in Concentric to the shareholders of Haldex1) through a dividend distribution, those registered as shareholders on the record
date for the distribution will be entitled to receive one Concentric share for each Haldex share.2) Other than being registered as a shareholder on the record date (directly registered or nominee-registered), no action will be necessary in
order to receive Concentric shares. The distribution of the
shares in Concentric is being made in accordance with the
so-called Lex ASEA rules, with the result that no immediate
taxation will arise in Sweden.

Distribution ratio
Each share in Haldex will entitle to one share in Concentric.
In total, 44,215,970 shares in Concentric will be distributed
to the shareholders of Haldex.

Record date
The Board of Directors of Haldex has proposed that the Annual General Meeting on June 8, 2011 authorizes the Board
to determine the record date at Euroclear Sweden for determining who is entitled to receive shares in Concentric. However, it is the intention of the Board to set the record date to
June 13, 2011. Once the Board of Haldex has determined the
record date, the resolution will be immediately made public
by way of a press release as well as on the websites of Concentric and Haldex.3) The shares in Haldex will then be traded exclusive of the right to receive shares in Concentric from
and including June 9, 2011. Hence, the final day of trading
in Haldex shares inclusive the right to receive Concentric
shares will then be June 8, 2011.

Nominee–registered shareholdings
Shareholders whose shareholdings in Haldex are nomineeregistered with a bank or other nominee will not receive any
securities statement from Euroclear Sweden. Notification
will instead occur in accordance with the routines of the relevant nominee(s).

Listing
The Board of Directors of Concentric has applied for the
shares in the Company to be admitted to trading on NASDAQ
OMX Stockholm. Trading on NASDAQ OMX Stockholm is
expected to commence on or about June 16, 2011. The Company’s ticker on NASDAQ OMX Stockholm will be COIC. The
ISIN code for the Concentric shares will be SE0003950864.
Concentric does not intend to apply for the Concentric
shares to be admitted to trading on any stock exchange or
regulated market other than NASDAQ OMX Stockholm. Furthermore, Concentric does not intend to register the shares
under the United States Securities Act of 1933 or any other
foreign equivalent, or to take any other action that could
make Concentric subject to periodic reporting requirements
of the United States Securities and Exchange Commission,
SEC.

Dividend rights
The Concentric shares will entitle to dividends, if and when
declared, from and including the 2011 financial year. Payment of any dividend will be effected by Euroclear Sweden
and, in the case of nominee-registered shares, in accordance
with the routines of the relevant nominee(s). For more information, see “Financial targets and dividend policy” on page
14 and “Dividends” on page 71.

Receipt of shares
Those who on the record date are registered as shareholders in Haldex will receive shares in Concentric without the
need for any action on their part. The Concentric shares will
be available in the entitled shareholders’ securities accounts
three days after the record date. Euroclear Sweden will then
distribute a securities statement indicating the number of
Concentric shares registered in the recipient’s securities account. Those otherwise entitled to dividends should follow
the instructions issued separately by Euroclear Sweden in
connection with the record date.
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1)

The resolution will be made public by way of a press release immediately after the Annual General Meeting.

2)

 nder Swedish law and Haldex’s Articles of Association, no special rights exist for shareholders voting against the proposed dividend distribution
U
at Haldex’s Annual General Meeting (known in the United States as dissenters’ rights). If shareholders representing at least 50 percent of the
votes cast vote in favour of the proposal, the resolution will be binding on all shareholders in Haldex, including those who voted against the
proposal, and all shareholders in Haldex consequently will then receive Concentric shares.

3)

www.concentricab.com and www.haldex.com.

CEO’s statement
Dear Future Shareholders,
In April 2008 Haldex acquired Concentric plc, creating the
current division Haldex Hydraulic Systems, the “new” Concentric. Both companies have long histories of developing
novel pump technologies. The combination linked Concentric plc’s strengths in engine pumps with Haldex’s strength
in hydraulic pumps creating a leading company able to serve
customers globally with the resources and skills to remain at
the front of technological development.
Customers and end users of machinery which contain our
products are under intense pressure to improve their energy
efficiency, and lower their environmental impact. This pressure is both a regulatory requirement, and a business necessity given the increasing cost of energy. Our advanced
pumps assist them in this, ensuring a strong market for our
products.
The integration of Concentric plc and Haldex was hastened by the onset of the worst recession in living memory, at the end of 2008. In these circumstances, the strength
of the organization came to the fore. Measures were taken
rapidly and total headcount was reduced by over 1,000 from
the acquisition of Concentric plc to the end of 2009. The result was that Concentric, despite a drop in sales of 46 percent, remained cash positive in every quarter of the downturn. This performance through the recession is a testament
to our ability to adjust the cost structure and continued in
2010, despite the upturn in activity, with the divestment of
the Qingzhou, China operations and the closure of the operations in Statesville U.S. Just as importantly, Concentric
has now regained its position with a slimmer organization,
and we remain firmly committed to maintain this competitive cost base in order to maximize our operational leverage
and drive profit margin and cash conversion.
The fundamental growth drivers of our markets, global
infrastructure growth and tougher emission legislations are
strong. Our strong market positions in fuel pumps and oil
pumps, makes us well positioned to take full advantage of
this growing market. In addition, our leading position in premium, specialist gear pumps enables us to explore new opportunities and expand into BRIC countries to further fuel
growth.
Our products are used in hundreds of applications, from
highly consolidated areas such as diesel engines, to a myriad of smaller applications. Our customers are broadly in four
sectors; industrial applications, trucks, agricultural machinery and construction equipment. Emissions legislation in all
regions and sectors is being updated every four to five years
to progressively tighten standards. Whilst this does add an
element of cyclicality to sales, it generally represents an opportunity to win additional business as machinery is re-engineered to meet the more exacting standards. This diverse

spread of end markets together with our geographical spread
reduces the cyclicality of our sales when the end markets are
not moving in unison. It also provides a base for growth in
India, Asia and other emerging markets.
We are a leader in this global market, where we have a
full global presence and are a partner to our customers wherever they are. The diversity of applications for our products
provides ample opportunity for us to develop new niches or
bring new technologies to new geographic areas as they are
needed.
For example, emissions from diesel engines are closely regulated by authorities in the United States and Europe.
These are today our major markets and our products help
our customers to meet the emission targets from 2011–2014.
In addition, there is already a defined tightening of emission
standards in Brazil, China and India, and as this legislation is
enforced these large markets will open up for us too.
More specifically, Concentric is leading the development
of intelligent engine pumps and hydraulic hybrid systems
electronically linked to the vehicle control system to reduce
unnecessary power consumption and improve fuel efficiency, in some cases by 30–40 percent.
We can demonstrate a track record of finding profitable growth opportunities in diverse end markets, through
new product introductions or acquisitions. A key element
has been our flexibility in these changing markets, and this
flexibility will be enhanced by Concentric being a separately
listed company, with a more direct link to shareholders who
support our business. Our financial goals are annual organic growth in sales of 7 percent and an EBIT margin of 11 percent over a business cycle with a net debt to equity ratio of
less than one. These are backed by an ambitious development plan, which we believe will make Concentric an attractive investment proposition.
I myself have been with Concentric for 9 years and the
Company is now in a stronger position than ever before. After
the listing, I will be stepping down, and leaving to my successor the exciting journey as an independently listed company. I am
confident that the strong processes and depth of talent within the
Company offer my successor the
ideal opportunity to continue the
successful development.

Ian Dugan
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Business mission, goals and strategies
Mission
Concentric is a global leader specialising in engines and hydraulics, delivering custom solutions in application niches
where Concentric adds value to the customer’s products.

Vision
Concentric’s vision is to remain the global industry leader
providing innovative energy saving technology via a global
manufacturing footprint adjacent to Concentric’s customers.

Financial targets and dividend policy
Financial targets
Concentric’s long-term target is to achieve a compound
annual organic growth in sales of 7 percent and an EBIT
margin of 11 percent over a business cycle. Net debt to equity should be less than one.

Dividend policy
Concentric’s Board of Directors will seek to provide shareholders with a good dividend yield, and to adjust the level
of dividend to Concentric’s strategy, financial position and
other financial goals and risks that the Board deems relevant.
Concentric’s dividend policy provides that, in the long term,
the annual dividend, taking into consideration the above,
should correspond to approximately one-third of the Group’s
net income for the financial year.

Strategy
Growth
Concentric aims to maintain its position as a leading company in both engines and hydraulics, to allow it to take full advantage of strong market growth, driven by global infrastructure investment and tighter regulation of emissions.
Within the hydraulic pumps area, Concentric’s strategy is
to use its innovative products and strong market position in
developed markets to expand sales in new niche applications,
as well as introducing its products to new markets in developing economies such as the so called BRIC countries. Development will focus on improving the performance of Concentric’s range of pumps as well as on specific hybrid hydraulic
pumps that can offer significant energy saving.
Within the engine pumps area, Concentric intends to use
its technological leadership to take full advantage of tougher emission regulations that affect its customers, by selling products that allow the customers to meet these regulations. The regulation is proceeding in steps, with Europe
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and North America leading the way, and other regions certain to follow in time. Concentric also intends to lead the development of the new generation of electronically controlled
pumps, through development of software, monitoring and
control systems.
Concentric plans to continue to serve a broad range of
customers, in a wide range of end markets. Such diversity
can protect overall sales from downturns in specific sectors,
when end markets are not moving in unison, and provide opportunities for Concentric’s new technologies in a wide range
of potential applications.
Concentric is already a global company, particularly on
the production side, with production in close proximity to its
customers, and efficient sourcing from low cost countries.
This global presence provides an ideal basis for growth in
sales to developing economies, as demand for Concentric’s
sophisticated products develops there. The combination of
new products and increased penetration of developing markets should allow Concentric to grow sales faster than the
underlying market.

Profitability
Concentric will seek to continue to execute a low-cost country and global sourcing strategy, to ensure that the cost structure of its products is competitive.
Concentric’s management focus on ensuring maximum
profitability and cash flow from the business. This is evidenced by the Group’s financial performance through the
downturn in 2008 and 2009, where it was able to maintain
positive operational cash flow in every quarter, and by the
Group’s ability to increase its sales in 2010 without a corresponding increase in costs or rise in working capital.
Internal targets are set for profitability of new sales, ensuring that responsibility is taken throughout the organization for achieving profitable growth. The Group intends to
continue to take forceful management actions with the aim
to maintain its profitability, its high level of cash flow conversion and its efficient use of capital.

Acquisitions
Concentric’s strategy includes identifying acquisition targets
complementary to existing product categories, with a particular focus on consolidating its leadership within the engine
pump sector as well as extending the hydraulic product portfolio in certain growth areas.

Market overview
Pump technology has a long history, closely associated with
the industrial development of the global economy. Today
pumps are used in a very wide variety of end markets, and
the basic concept of a pump has been adapted for use in
many different applications. In Concentric’s end markets,
while basic mechanical pumps are now standardised products, pump companies continue to refine the technology of
their pumps, producing more specialized pumps to increase
performance in specific applications. Traditional mechanical
pumps, both oil pumps and water pumps, are evolving into
infinitely variable flow versions, via hydraulic or electronic control, thereby offering power savings, improved engine
fuel efficiency, more accurate temperature stabilization and
overall reduced emissions and noise. It is however critical to
maintain the durability and reliability expected in the commercial diesel engine sector, for engines with long expected
lives. The focus on efficient use of energy is also leading to
the development of hybrid hydraulic drive systems that allow
simultaneous energy exchange between vehicle functions,
and in doing so can demonstrate significant fuel savings as
energy within the vehicle or machine is captured and reused.
Hydraulic powered machines typically have a primary
pump, for their main designated purpose, and then a range of
additional pumps powering secondary circuits that are vital
to the functioning of the engine or machine, for example, hydraulic fan drives for cooling fans, supplementary steering
systems or similar additional hydraulic power. The primary
pumps are more standardized, and are usually piston pumps.
Secondary circuit pumps are typically gear pumps, requiring
more customization and optimization to maximize performance given limitations in available space, permissible emissions and noise levels.

Trends
Environment and legislation
Concentric’s pump solutions allow its customers to improve
the performance of their machinery in three main areas, fuel
efficiency, emissions reduction, and noise reduction
There is a strong trend in society to use energy resources more efficiently. This is reflected in higher costs for fuel,
and incentivizes the OEM customers of Concentric to develop more fuel-efficient machinery and engines, to lower the
operating costs of their products, for the benefit of their customers. An increase in the price of fuel also incentivizes endcustomers to invest in new more fuel efficient machinery, as
the current machinery is rendered less economic.
The trend to use energy efficiently is also closely linked
with the desire to reduce the impact of society on the envi-

ronment, specifically to cut emissions of CO2 (carbon dioxide) and other gases. In this case, changes are being driven both through market-based price mechanisms, such as
CO 2 emission permits, and also by significant regulation,
imposed at regional and country level, to reduce emissions
from transport and machinery. The regulation has moved at
different speeds in different regions, but in general North
America and Europe have more developed regulation, and
tighter emission standards than developing economies such
as the so called BRIC group.
One example is commercial diesel engines for U.S. and
European trucks. Euro VI emission standards introduced by
the European Union in Regulation 595/2009 in July 2009,
offer a significant opportunity to increase sales. These new
standards comparable in stringency to the U.S. 2010 standards, will become effective progressively from 2013 and
apply to all new Truck legislations by 2014.
To meet these new standards both existing customers and
significantly, four new European and North American engine
manufacturers have entered development agreements to develop new intelligent variable flow oil and water pumps for
introduction in late 2012. These exciting new products are
enablers to allow the engine to be emissions compliant to the
new standards and additionally provide fuel savings in the
range 1–5 percent per pump installation.
In addition, for non-road diesel engine applications, both
the United States and the European Union passed in May
2004, the new Tier 4 standards which are to be phased in
over the period 2008–2015. These standards require emissions of NOX (nitrogen oxides) and particulates to be reduced
by about 90 percent and the Group is currently introducing
many new pumps to support customer Tier 4 programmes.
Increasing attention is also being paid to the issue of
noise, both for the sake of the operator or driver, and for
those affected in the workplace. A particular example is fork
lift truck applications, used inside factories and locations
where Concentric’s extensive development of gear tooth profiles has resulted in a new, low-noise hydraulic pump and a
significant increase in sales and market share.

Global infrastructure growth
The continued economic growth of developing countries, in
particular the so called BRIC countries, is increasing demand
for Concentric products in all major end markets. As a global supplier, with a strong local presence and production
in India and China, Concentric is well positioned to benefit
from an expected continued higher than average economic
growth of these economies.
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Actual and forecasted real GDP growth (% change, year on year)
Country/ region

2005

2006

2007

2008

2009

2010

2011

2012

2013

2014

2015

Brazil

3.2

4.0

6.1

5.2

(0.6)

7.5

4.5

4.1

4.1

4.2

4.2

China

11.3

12.7

14.2

9.6

9.2

10.3

9.6

9.5

9.5

9.5

9.5

Euro area

1.7

3.1

2.9

0.4

(4.1)

1.7

1.6

1.8

1.8

1.9

1.8

India

9.2

9.7

9.9

6.2

6.8

10.4

8.2

7.8

8.2

8.1

8.1

Japan

1.9

2.0

2.4

(1.2)

(6.3)

3.9

1.4

2.1

1.7

1.5

1.3

Unites States

3.1

2.7

1.9

0.0

(2.6)

2.8

2.8

2.9

2.7

2.7

2.7

Source: International Monetary Fund, World Economic Outlook Database, April 2011

Rapid economic growth in emerging markets has caused a
significant increase in global infrastructure investments in
recent years. As emerging economies grow global investment
will shift, from typical mature economy investment in upgrading capital stock, towards investments more typical for
emerging economies, such as infrastructure and housing.
The global infrastructure investment rate grew from a recent low of about 20.8 percent of GDP in 2002 to 23.7 percent in 2008 according to McKinsey Global Institute’s December 2010 report. The growth was mainly driven by the
very high investment rates in China and India, (consistently above 40 percent and 30 percent respectively in years
through 2004 to 2008 according to Business Monitor International) and with other emerging economies contributing
as well. Considering the comparatively low levels of physicalcapital stock these emerging economies have accumulated so
far, and if the forecasts on GDP growth are realised, it is likely that the high investment rates will continue.

End markets
Concentric supplies its solutions to customers in a wide
range of end markets, which it groups in to four main enduse applications: industrial applications, trucks, agricultural
machinery and construction equipment 1). Hydraulic pumps
and power packs are supplied directly to machinery and vehicle builders. Engine pumps are supplied to diesel engine
manufacturers who supply the same machinery manufacturers. Concentric does not have direct information on which
end markets its products are used in, however management
estimates this based on public information given by the machinery and vehicle manufactures about their own end markets. In 2010 Concentric had 724 active customers across its
diverse end markets:

2010 Sales by end market
Industrial Applications, 38%
Truck, 25%
Agricultural Machinery, 19%
Construction Equipment, 18%

Note: Based on Concentrics sales by direct customer and management estimates of
those customers end markets

A greater part of Concentric’s sales is destined to European and North American customers, with a smaller portion
of the sales made to China and India as well as Latin America. Concentric’s sales are driven by the sales of its customers
in particular regions, and therefore the Company monitors
the growth of the various end-markets within its different
geographies.
2010 Sales by customer location
USA, 53%
Germany, 15%
UK, 9%
Sweden, 7%
Other, 16%
Note: Other mainly consists of China, India and Latin America

2009 Sales by customer location
USA, 56%
Germany, 14%
UK, 8%
Sweden, 6%
Other, 16%
Note: Other mainly consists of China, India and Latin America

When analyzing market data, management use information from external resources,
particularly Power Systems Research. The data refers to the number of engines that
will be supplied. This is used as an indicator of market growth both for engine pump
products and for hydraulic products, as the machinery with the engine typically also
includes hydraulic pumps of the type supplied by Concentric. Concentric focuses on
specific niches within the engine pump and hydraulic products markets.

1) 
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Forecasted industrial applications market growth
Total 2010 market volume: 0.9m

Total 2014 market volume: 1.1m

Europe, 31%
North America, 15%
China/India, 39%
Latin America, 2%
ROW, 13%

Europe, 34%
North America, 15%

2010−2014 CAGR

China/India, 37%

Europe: 10%
North America: 8%
China/India: 6%
Latin America: 6%
ROW: 5%

Latin America, 2%
ROW, 12%

Note: Units refer to number of engines in particular segment and geography. CAGR=Compound Annual Growth Rate
Source: Power Systems Research, January 2011

Industrial applications
Industrial applications encompass a wide range of different
applications, from forklifts used in retail outlets, to heavy
machinery used in mining. There are also generation sets
for power production, compressors, cranes, refrigeration,
municipal equipment such as road sweepers, military and
airport vehicles. By and large these machines and vehicles
use standard power trains and engine pumps, and similar
hydraulics equipment to machinery in the other three end
markets.
As industrial applications encompass a wide range of different applications, there are no single market estimates for
this end market. Market estimates for lift trucks show that
hydraulic products, used in, for example, forklifts and aerial access equipment, can be expected to grow at per annum
rates of 10 percent and 8 percent in Europe and North America respectively.
Mining end markets are also currently growing strongly, driven by high commodity prices, whereas the retail area
is comparatively slow, given the slow economic recovery in
Europe. The Company currently estimates that these product
markets are on average growing at about 8–10 percent per
annum, across the markets in which Concentric is active.

Trucks
Concentric provides its solutions to OEMs and diesel engine
producers in the truck segment. The solutions are for generation of flow for fuel, oil and cooling water, and for crank-

case cleaning of oil droplets using Alfdex oil mist separators.
Concentric typically offers products for use on medium duty
trucks, above 7.5 tons and heavy duty trucks, above 16 tons.
The North American and European markets are expected to grow on average at 9 percent and 14 percent respectively over the 2010–2014 period, driven by current and future
emissions legislation U.S. 2010 and Euro VI.
Growth rates in the developing economies are currently being driven by the high levels of infrastructure and construction development. Over time though, legislation will become an increasingly important factor in these regions as
larger trucks with larger engines increase the size of the market for more advanced pump products.

Agricultural machinery
Concentric provides its solutions to OEMs of agricultural equipment. The main solutions are engine pumps, hydraulic fan drives and ancillary hydraulic pumps for tractors, combines and other specialty equipment, harvesters,
balers and windrowers. Many agricultural machines use onhighway engines and truck engine derivatives, and there are
many OEMs that operate both in the truck and agriculture
machinery sectors.
The long term trend for agricultural production is a function of demographics and rising living standards, largely in
the developing economies. This will maintain upwards pressure on the productivity of farmland, and sustain demand
for agricultural products. The market for agricultural ma-

Forecasted truck market growth
Total 2010 market volume: 4.7m

Total 2014 market volume: 5.9m

Europe, 10%
North America, 14%
China/India, 61%
Latin America, 5%
ROW, 10%

Europe, 14%
2010−2014 CAGR
Europe: 14%
North America: 9%
China/India: 4%
Latin America: 5%
ROW: 3%

North America, 16%
China/India, 56%
Latin America, 5%
ROW, 9%

Note: Units refer to number of engines in particular segment and geography. CAGR=Compound Annual Growth Rate
Source: Power Systems Research, January 2011
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Forecasted agricultural machinery market growth
Total 2010 market volume: 0.9m

Total 2014 market volume: 1.1m

Europe, 45%
North America, 8%
China/India, 39%
Latin America, 4%
ROW, 4%

Europe, 45%
North America, 8%

2010−2014 CAGR

China/India, 39%

Europe: 4%
North America: 3%
China/India: 4%
Latin America: 4%
ROW: 4%

Latin America, 4%
ROW, 4%

Note: Units refer to number of engines in particular segment and geography. CAGR=Compound Annual Growth Rate
Source: Power Systems Research, January 2011

chines is driven by investments made by farmers. Although
food production is relatively stable, commodity food prices
vary considerably so investments by farmers are less stable.
The growth rate for agriculture equipment markets is relatively stable across all regions. Market estimates indicate
growth rates of some 3–4 percent in North America and Europe, with only slightly higher growth in developing countries, driven by new investments in food production.

Construction equipment
Concentric solutions are used in a wide range of construction
machinery and vehicles. The main solutions are for engine
pumps, hydraulic fan drives and ancillary hydraulic pumps.
These are used on smaller equipment such as skid steer and
backhoe loaders, and on heavier equipment such as wheel
loaders, bulldozers and excavators at the heavier end. The
engines used in this end market are often similar to those
used in trucks, and subject to a similar regulation and development cycle.
Current market estimates indicate double digit growth
rates in the market for construction equipment in most regions, driven by emission regulations in North America and
Europe and infrastructure investment in China, India and
other developing economies.
To date, construction equipment manufactured in India
and China for domestic consumption has tended to be simple

machines with less complicated hydraulics than equivalent
machines produced in the United States, Europe and Japan
– as a result, sales of hydraulic products have been limited
as there has been less use of secondary hydraulic circuits to
drive ancillary functions. This situation is now changing as
domestic markets grow and mature, and is particularly evident in China where domestic manufacturers are starting to
export to surrounding Asian countries which demand higher
specification machinery. In both India and China, the Company is well placed to use the existing facilities to launch hydraulic products as both markets start to develop.

Competitive situation
The global market for hydraulic pumps has several large
players, such as Bosch Rexroth, Parker Hannifin, Eaton and
Sauer Danfoss, who all operate in high volume areas of the
market. There are also regional competitors in Japan such
as Shimadzu and Kayaba, and other regions, such as Have
in Europe and HPI in the United States. The market is very
diverse. Concentric tends to compete with these companies
only in certain niches where there is typically a higher technological content to the products, or where Concentric can
differentiate its products through the provision of specific solutions to its customers. Concentric has a high market
share in specific niches such as hydraulic fan drives, supplemental steering pumps and other specialist applications

Forecasted construction equipment market growth
Total 2010 market volume: 0.5m

Total 2014 market volume: 0.7m

Europe, 37%
North America, 10%
China/India, 31%
Latin America, 3%
ROW, 19%

Europe, 38%
2010−2014 CAGR
Europe: 11%
North America: 11%
China/India: 11%
Latin America: 5%
ROW: 7%

Note: Units refer to number of engines in particular segment and geography. CAGR=Compound Annual Growth Rate
Source: Power Systems Research, January 2011
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North America, 10%
China/India, 32%
Latin America, 2%
ROW, 18%

where customers value low noise capability and compact size
and weight.
The market for pumps for diesel engines is more easily
defined, with a few large suppliers in each region. Concentric
is the only global company and competes against a number
of regionally focused companies.
Many of these competitors produce a wider range of
products for diesel engines for passenger car applications or

are technology followers rather than leaders. As a result, only
Concentric globally concentrates its development effort on
best-in-class pump technology designed for the robust environment of a commercial diesel engine in the 0.8 to 2 litre
per cylinder segment used in construction machinery, agricultural tractors and medium to heavy trucks.

Competitors in engine products
Europe

United States

India

Brazil

China

Japan

SHW

EMP

Autolec

Vetore

GPM

TBK

OMP

TBK

Myung Wha

Hunan

Hunan

Magna

Lubricare

Melling

TBK

Pierburg
GPM
Myung Wha
Hunan
GKN
Mahle

Pierburg (Mack)

Myung Wha

OMP (Paccar)
Linemar
Hunan
Autolec

Superpar (fuel transfer)
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Business description
Overview
Concentric produces and sells a range of products, based on
its core technical competence in pumps, to OEMs. The OEM
customers are spread globally, and their products serve a
range of end markets, categorized by Concentric as industrial applications, trucks, agricultural machinery and construction equipment. Concentric has a global manufacturing presence, supported by central support and development
functions. It develops and sells products, which allow its
customers to achieve their goals on fuel economy, emissions
reduction and noise control.
Concentric is organized on the basis of its two geographical segments, the Americas and Europe and the Rest
of the World, with a regional focus on two main product
groups, namely engines and hydraulics.

In the Americas the main production site for hydraulics
products is Rockford (United States), and for engine products Itasca (United States) and Rockford. In Europe and RoW
the main production sites for hydraulics products are Skånes
Fagerhult (Sweden), Hof (Germany), Suzhou (China) and
Pune (India), and for engine products Birmingham (United
Kingdom), Hof, Landskrona (Sweden), Pune and Suzhou.
The Company aims to produce products close to customers and price its products to ensure consistent profitability
regardless of the particular geography.
2010 Sales by customer location
USA, 53%
Germany, 15%
UK, 9%
Sweden, 7%

Overview operational structure

Other, 16%

Concentric AB
Note: Other mainly consists of China, India and Latin America.

2009 Sales by customer location

Europe &
RoW

Americas

USA, 56%
Germany, 14%
Europe
(incl. India)

Alfdex

UK, 8%

China

Sweden, 6%
Other, 16%

On the engine products side, Concentric offers products for
diesel engines, used for pumping lubricating oil, coolants
and diesel fuel. The engines are used in trucks, buses, construction machinery and agricultural machines. Concentric
is a Tier 1 supplier to engine manufacturers and large truck
manufacturers which produce diesel engines for their own
trucks and construction machinery, and hence supplies at
Tier 2 level to the vehicle or machinery manufacturer.
On the hydraulic products side, Concentric offers a broad
product range of both gear and gerotor pumps together with
hydraulic power packs and high-density hydraulic hybrid
systems for a wide range of industrial vehicle and diesel-
engine installations. Concentric is a Tier 1 supplier to
manufacturers of construction machinery, forklifts, tail lifts
and agricultural machinery.
Alfdex is a 50/50 joint venture with Alfa Laval for the
development, production and selling of oil mist separators.
Production takes place in Landskrona
Concentric products are typically providing power on
secondary hydraulic circuits to drive ancillary equipment
such as hydraulic cooling fans and hydraulic steering systems. These are engineered niche applications. Concentric
does not focus on the primary hydraulics power circuit to
drive the machines primary functions as these tend to be low
profit, standard pump designs.
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Note: Other mainly consists of China, India and Latin America.

The Company monitors demand growth in the various end
markets for each sales destination separately as end markets display different growth characteristics within the different regions.
2010 Sales by end market
Industrial Applications, 38%
Truck, 25%
Agricultural Machinery, 19%
Construction Equipment, 18%

Note: Based on Concentrics sales by direct customer and management estimates of
those customers end markets.

History
Concentric’s history can be traced back through the history
of the Haldex Hydraulic Systems Division, and Concentric
plc that was acquired by Haldex in April 2008. The Hydraulic Systems Division’s history began with two companies, the
German company Reichert, that started to manufacture cogwheel pumps in 1908, and the Swedish company Hesselman,

that started to manufacture components and engines for the
automotive industry in the late 1920s, and hydraulic systems
in the early 1960s.
In the mid-1980s, Hesselman, Haldex and Garphyttan were consolidated under the name Haldex AB. In 1987,
the group of companies acquired JS Barnes, a U.S. company founded by Swedish emigrants in 1929, in Rockford, Illinois, for the manufacture of hydraulic systems. In 1989,
Schabmüller, a German manufacturer of direct-current motors, was acquired. Two years later, the German company
Reichert was acquired. At the time, Reichert was a Vickers
company engaged in the production of hydraulic pumps in
Statesville, NC, in the U.S.
In 1994, the group of companies was renamed Garphyttan Pumps & Systems and included Hesselman, Schabmüller
and JS Barnes. Schabmüller was sold the following year, and
the new operations were renamed Haldex Hydraulic Systems
in 2002.
In 2008 Haldex acquired Concentric, to form the current
Haldex Hydraulic Systems Division. Concentric was founded
in Birmingham, England in 1921, and started to produce engine pumps in 1948. By the time of the acquisition Concentric had become a leading global supplier of oil, water and

fuel pumps for medium and large diesel engines for applications in commercial vehicles and construction equipment.
In spring 2011 the Haldex Hydraulic Systems Division was
renamed Concentric to prepare for separation from Haldex
and listing on NASDAQ OMX Stockholm.

Products
Concentric customer solutions are based on its core technical competence in pumps, which are tailored to produce customer specific solutions requiring flow or pressure and/or a
reduction in power consumption or noise to drive the pump,
thereby providing environmental benefits in terms of better
fuel consumption, lower noise and lower emissions. Major
products include:
●● Oil pumps, fixed and variable displacement, mechanical
or electronic control
●● Water pumps, fixed and variable control with future
stretch for electrification
●● Fuel transfer pumps, mechanical with electrification
options
●● Hydraulic pumps and motors featuring low noise, low
speed and high power density

Examples of Concentric’s products by end market
TRUCKS

Oil mist separator

Variable oil pump

INDUSTRIAL EQUIPMENT

Variable
water pump

DC Pack Lift/ Lower

AGRICULTURE

Seeder motor

Oil pump

Transmission

Low noise pump

CONSTRUCTION

Implement pumps

Axle Cooling

Fuel pump

Fan Drive

Note: Many of the product examples are used in several of Concentric's end markets.
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Key new products include:
●● Alfdex oil mist separators (in the Alfdex joint venture
with Alfa Laval)
●● Hydraulic Hybrid drive systems (that can offer 40–50
percent fuel savings together with engine downsizing
options)
●● Varivent EGR pumps to provide a greater mass of recirculated exhaust gas, further reducing emissions

Customers
Concentric has a large number of OEM customers in the different end markets, ranging from large multinational OEMs,
to regional or niche market specialist OEMs. The largest customers are major engine makers such as Cummins, Deutz
and Perkins, whose engines are used in the trucks end
market, but also in construction and agriculture end markets. The major truck companies such as IVECO, Volvo and
Scania also use Concentric products in their engines and are
major customers in the truck end market. In the construction equipment and agriculture machinery end markets, the
major producers of construction and agricultural machinery such as Caterpillar, John Deere, VCE, JCB, Terex, Atlas
Copco and CNH are Concentric’s main customers. In the industrial application end market, the customer base is generally more fragmented. There are large customers in the area
of fork lift trucks, such as Still, Linde, BT and Nacco, as well
as in tail lifts, such as Zepro, Bär, Maxxon and Sörensen.
The top 10 customers contributed 64 percent of the
Group’s net sales for 2010.

Production
Concentric operations are organised by region, with full
P&L and balance sheet accountability at both regional and
site level. Each site has a General Manager, who is responsible for all operational activity and with P&L responsibility. All production sites are ISO/TS16949 and ISO14001 certified. ISO/TS16949 is a standard for quality management
systems for suppliers to the automotive industry developed
by the International Automotive Task Force (IATF) and the
International Organization for Standardization (ISO), while
ISO14001 is a standard for environmental management systems developed by the ISO.
Concentric distinguishes between two manufacturing
platforms, one for higher volume plants (Birmingham, Itasca, Hof, Pune, Rockford, Landskrona and Suzhou), and one
for lower volume plants (Skånes Fagerhult, Rockford, Hof).
The higher volume plants operate a cellular structure using
automated or semi-automated no fault forward methodology
dedicated to production of one part number or a small range
of variants. The lower volume plants operate a product channel structure based around a group methodology in order to
support sales of smaller consignments of similar products.
The typical project gestation period is 2–3 years and typical product life is 10 years. Hydraulic applications have wide
variety and typical volumes are in the range 250 to 5,000 per
annum. Engine applications have limited variety and typical volumes are in the range 50,000 to 200,000 per annum.
The Company operates a continuous improvement and
lean manufacturing methodology, driven by the Baldridge/
EFQM model (European Federation of Quality Management)

Operational structure
Concentric AB

Europe &
RoW

Americas

Rockford, USA

Itasca, USA

Europe
(incl. India)

Rockford, USA

Alfdex

Hof, Germany

Hof, Germany

Birmingham,
UK

Sk-Fagerhult,
Sweden

Pune, India

Pune, India

Engine Products
Hydraulic Products
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Suzhou, China

China

Suzhou, China

Production sites

Birmingham, UK

Hof, Germany

Itasca, United States

Pune, India

Rockford, United States

Skånes Fagerhult, Sweden

Suzhou, China

Landskrona, Sweden

and an internal improvement programme inherited from the
Haldex Group, the “Haldex Way”. Staff at all levels participate in development activities and are encouraged to improve their skills with appropriate training.

Research & Development
Concentric currently spends approximately 4 percent of revenue on its engineering competence and organizes research
and development on a global basis, focused on both product areas, engines and hydraulics. Applications engineering
is organized regionally to be closer to the customer, so that
Concentric can develop bespoke solutions together with its
customers. This is also focused on a product basis.
Concentric has three primary development centres in the
United States, the United Kingdom and Sweden, each facility is comprehensively equipped with modern performance,
durability and environmental test equipment supported by
software modeling and diagnostic tools. With its fifty years
of experience the Company has a very comprehensive empirical database, which when combined with the latest software
modeling techniques enables Concentric to offer a very good
predictive capability which significantly reduces customers’
risk from new products.

Supply chain
Purchasing is based within the regions, and co-ordinated on
a global basis via a Purchasing Director located in China.
The purchasing structure is currently undergoing change as
China is becoming less competitive, however low-cost country sourcing is expected to remain at above 50 percent of
spend. Concentric requires ISO/TS16949 and ISO14001
certification from all its suppliers.

Marketing and sales organisation
Sales and account management are organised regionally to
address both engine and hydraulic markets. In general the
account manager responsible will be based at the plant that
supplies to the specific customer. Global accounts are managed on a matrix basis, and co-ordinated by one of four sales
vice presidents, who leads the account on a global basis.

Support functions
In general support functions are decentralized to the regions
and the specific operational sites. Group level coordination
is then added where necessary, in areas such as Finance
and Treasury, IT, R&D and Intellectual Property and Quality Control. The small head office is located in Alvechurch,
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 irmingham, not far from the Birmingham facility. The CEO
B
and CFO are based here, and have primary responsibility
also for investor relations. Each site has its own finance and
treasury organization which report through the business regions to the CFO. External legal counsel is retained in Sweden for corporate matters, and locally for other matters.

Personnel
Staff development
Concentric’s success is based on the competencies and abilities of its employees and the endeavor to always, in good
times and bad, continuously develop its workplaces around
the world to attract the best employees. Creating such attractive workplaces is a high priority for Concentric. Employees in various countries, with diverse cultural backgrounds,
must be able to work together well to create added value for
the Company and for customers. This, in turn, increases the
demands on employees and on the organization’s performance readiness. To achieve this, Concentric builds on the
Baldridge/EFQM methodology and encourages its employees to undertake global assignments, and a variety of training
plans, both locally and often with an international element.

Managing the impact of the recession
Concentric employees contributed hard work and significant
sacrifices to help the Group emerge from the recession. A
dominant focus in the various sections of the Group was to
manage the impact of the recession, which was addressed
at an early stage, and already during autumn 2008 measures were implemented to rapidly reduce the Group’s expenses. This included significant cuts in the Group’s HR efforts, production halts and a reduction of working hours, and
consequently, lower wages and salaries. The Group’s entire
workforce (including management and blue-collar employees) was the subject of work hour reductions and 20 percent
pay cuts during 2009.
The number of permanent employees reduced significantly in 2008 – 2010 with worldwide headcount reductions
being implemented in all three years. Concentric’s employees showed great loyalty to the Company in this necessary
work, which was successful. In 2010 the Group has returned
to normal pay for all employees.
Number of employees per country at year end
Country

2010

2009

2008

34

611

853

Germany

163

174

193

India

195

138

145

U.S.

393

427

482

UK

236

169

321

Sweden

135

113

141

1,156

1,632

2,135

China

TOTAL

Note: The reduction in China relates largely to the divestment of the HHQ operation in
Qingzhou.
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Environment and Corporate Social Responsibility
All of Concentric’s sites are certified to ISO14001 and
OHSAS18001 standard (the latter being a standard for
occupational health and safety management systems).

Environmental policy
According to Concentric’s corporate environmental policy,
Concentric environmental programmes shall be characterised by continual improvement, technical development and
resource efficiency. Concentric’s environmental policy covers all activities performed at Concentric sites. Concentric
will, by these means, gain competitive advantage and contribute to sustainable development. The environmental impact of Concentric’s products, industrial operations and
services shall be minimized by making pollution prevention
a fundamental requirement of all operations, with applicable
legislation and respecting the environment of the local community and stakeholders. Each senior executive is responsible for implementing action programmes based on the environmental policy.

Continual improvement
Concentric’s environmental activities shall be integrated in all operations and shall be improved continually by:
●● Formulating, communicating and monitoring
clearly-defined goals;
●● Involving all employees.

Technical development
Concentric shall strive to exceed the customers' demands and expectations by:
●● Developing products that target reductions in fuel
consumption
●● Reducing the use of environmentally harmful
materials;
●● Increasing recycling ability.

Resource efficiency
Concentric’s products and industrial operations shall
be such that:
●● The consumption of energy and raw materials is
minimised;
●● The production of waste and residual products is
minimised;
●● Waste management is facilitated and where practical waste is recycled

Social policy
Concentric has adopted a social policy based on the UN’s
Universal Declaration of Human Rights, the UN Global Compact initiative, the International Labor Organization’s (ILO)
basic principles on labor law and the OECD guidelines for
multinational companies.

Concentric’s work in this area has focused on implementing
the policy as a part of existing procedures and guidelines.
For example, the social policy has been integrated into the
Company’s purchasing manual. Implementation efforts are
continuing, now with a particular focus on the development
and completion of action plans at division and unit levels.

Concentric in society

Equal opportunity

Concentric will contribute to improving economic, environmental and social conditions through open dialogue with relevant interest groups in the societies
where Concentric operates.

Concentric will offer all employees equal opportunity,
and refrain from discriminating on the basis of ethnic
or national origin, religion, caste, handicapped status, gender, age, sexual orientation, union affiliation
or membership in any political organization.

Human rights
Concentric will support and respect the protection of
internationally decreed human rights.

Child labor
Concentric will see to it that minors are protected in
a satisfactory manner and, as a basic principle, refrain from hiring children or supporting child labor
unless it occurs in a government-approved training
program for young people, for example, practical
work experience.

Suppliers
Concentric will use appropriate methods to assess and
choose suppliers based on their ability to meet the requirements of Concentric’s social policy and other social principles, and document their continued fulfillment of those requirements.

Business ethics

Freedom of contract

Concentric will apply high standards in terms of business ethics and integrity, and support the efforts of national and international organizations to establish and
maintain strict ethical standards for all companies.

Concentric will ensure that all employees accept positions in the Company of their own free will.

Reports of violations

Health and safety
Concentric will offer a safe work environment at all
its workplaces, and take measures to prevent accidents and occupational injuries by minimizing the
risks in the work environment to the greatest possible extent.

Reports of violations of the social policy may be submitted anonymously and confidentially to Concentric
Divisional Human Resources, Group Human Resources or the chairman of the Board according to Concentric’s Whistle-Blowing Policy. There shall be no retaliation or other negative consequences for persons
reporting in good faith.
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Condensed financial information and
commentary on financial development
Summary statement of income
2011 1)
Amounts in SEK m
Net Sales
Cost of goods sold

Summary statement of cash flow

2010 1)

2010 2)

2009 2)

Jan−Mar Jan−Mar Full year Full year Full year
554

427

1,977

1,406

(410)

(336)

(1,505)

(1,179)

Gross income

144

91

472

227

Operating expenses

(86)

(101)

(363)

(343)

58

(10)

109

(116)

Operating income/loss
Items affecting
comparability 4)

2008 3)

(8)

(23)

(42)

(37)

2,095

105
(9)

Operating income
before items affecting
comparability

66

13

151

(79)

114

Depreciation and
Amortization

18

23

101

107

106

EBITDA before items
affecting
comparability

84

36

252

28

220

Financial income and
expense

(12)

(16)

(56)

(48)

Earnings/loss before
tax

46

(26)

52

(164)

(15)

(5)

(17)

30

31

(31)

35

(134)

Taxes
Net income/loss for
the year
Average number of
shares (000') 5)
EPS, SEK
EPS, SEK, before items
affecting
comparability 6)

44,216

44,216

44,216

44,216

0.70

(0.71)

0.79

(3.04)

0.95

(0.04)

1.90

(2.15)

Combined quarterly interim report for the Concentric Group

2)

Combined annual financial statements for the Concentric Group

3)

Presented as reported in the segmental disclosure of Haldex annual report
See "Items affecting comparability"on page 29 for further explanation
Concentric AB's average number of shares assumes a 1:1 ratio to the number of shares
of Haldex AB

5) 

6)

Adjusted for tax effects

Amounts in SEK m
Net income/ loss for
the year
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2010

2010

2009

2008

Jan−Mar Jan−Mar Full year Full year Full year
31

(31)

35

(134)

Foreign currency
translation difference

(58)

(22)

(67)

30

Total comprehensive
income/ loss

(28)

(53)

(32)

(104)

2010

2009

2008

EBITDA before items
affecting comparability

84

36

252

28

220

Cash effect of items
affecting comparability1)

(23)

(12)

(9)

(8)

(23)

Change in working
capital

(19)

63

60

87

Net investments

(13)

4

(17)

(39)

44

80

272

64

Operating free
cash flow
1)

See "Items affecting comparability"on page 29 for further explanation

Key Ratios
2010

2010

2009

2008

Jan−Mar Jan−Mar Full year Full year Full year
Sales growth, %

30.0%

6.0%

Sales growth, like for
like, % 1)

41.0%

19.0%

53%

(45%)

Gross margin, %

25.9%

21.2%

23.9%

16.2%

EBITDA margin before
items affecting
comparability, %

15.1%

8.5%

12.7%

2.0%

EBITDA margin, %

13.7%

3.1%

10.6%

(0.6%)

Operating margin
before items affecting
comparability, %

11.9%

3.0%

7.6%

(5.6%)

5.4%

Operating margin, %

10.4%

(2.3%)

5.5%

(8.2%)

5.0%

ROCE, % 2)

14.4%

(6.0%)

8.8%

(6.7%)

8.2%

ROCE before items
affecting
comparability % 2)

16.5%

(1.5%)

12.1%

(4.4%)

Working capital as a %
of sales 2)

(1.2%)

(5.1%)

(2.2%)

(1.8%)

(1.2%)

Average number of
employees

41%

(33%)

1,146

1,457

1,279

1,635

2,335

1)

S ales adjusted for currency fluctuation and divested operation and acquisitions,
see "Net sales and earnings" on page 30

2)

Annualised basis

Statement of comprehensive income
2011

2010

Jan−Mar Jan−Mar Full year Full year Full year

2011

1)

4)

2011
Amounts in SEK m

Summary Balance Sheet

Quarterly trend

2011
Amounts in SEK m

2010

1)

Mar 31

2010

1)

Mar 31

2)

Dec 31

2009

2)

Dec 31

2008

3)

Dec 31

ASSETS
470

542

494

558

405

498

432

515

Tangible fixed assets

184

258

200

286

30

Financial fixed assets

7

41

67

42
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Loans receivable

−

174

−

172

478

446

435

425

273

255

257

217

2,213

1,885

2,215

722

646

699

705

Interest-bearing longterm liabilities

116

717

126

732

Non-interest-bearing
provisions

68

155

139

162

Non-interest-bearing

505

535

479

449

Interest-bearing current

405

160

442

167

Total current liabilities

911

696

921

616

1,817

2,213

1,885

2,215

(26)

(90)

(44)

(26)

1,243

1,349

1,267

1,431

248

448

311

510

Capital Employed
Net Debt

Combined quarterly interim report for the Concentric Group

2)

Combined annual financial statements for the Concentric Group

3)

Presented as reported in the segmental disclosure of Haldex annual report

Operating margin, %
Items affecting
comparability 1)

Q1 11

0

Operating margin before items affecting comparability

Net income for the year divided by average number of shares.

Gross margin
Gross profit, i.e., net sales less cost of goods sold, as a percentage of net sales.

Net debt
Total interest-bearing liabilities less liquid funds.

Operating income as a percentage of net sales.

2010

Q1

Q4

Q3

Q2

Q1

554

520

537

493

427

58

53

48

17

(10)

10.4%

10.2%

9.0%

3.5%

(2.3%)

8

−

−

19

23

Operating income before
items affecting
comparability

66

53

48

36

13

Operating margin before
items affecting
comparability, %

11.9%

10.2%

9.0%

7.4%

3.0%

1)

Q4 10

ROCE − Return on capital employed
2011

Operating income/loss

Q3 10

EPS − Earnings per share

Quarterly trend

Net sales

Q2 10

Operating or EBIT margin

1)

Amounts in SEK m

Q1 10

Earnings before interest, taxes, depreciation and amortisation

Current liabilities

Working Capital

2

Definitions
EBITDA

Long-term liabilities

TOTAL EQUITY AND
LIABILITIES

4

Operating income before items affecting comparability
2,028

EQUITY AND LIABILITIES
EQUITY

6

10
0

1,817

TOTAL ASSETS

8

40

Current assets

Liquid funds

10

50

Other intangible fixed
assets

Current assets,
excluding liquid funds

(%)
12

60

Fixed assets
Goodwill

(SEK m)
70

Operating income plus interest income as a percentage of
total assets less non-interest-bearing liabilities.

Working capital
Current assets excluding liquid funds less non-interest-bearing
current liabilities.

See "Items affecting comparability"on page 29 for further explanation
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Basis for preparation
The condensed financial information is based on the combined
financial statements for the Concentric Group for the years
2010 and 2009 and the consolidated financial statements for
the first quarter of 2011. The combined financial statements for
2010 and 2009 have been audited (see “Auditor’s report on historical financial statements” on page 99) and the consolidated
financial statements for the period January 1–March 31, 2011
have been reviewed (see “Review report” on page 48).
The combined financial statement is based on the uniting of interests model (predecessor accounting). This method requires that the assets and liabilities of the combining
entities are presented using the book values for the highest
level of common control (i.e., Haldex) for which financial
statements are prepared and the transaction is presented as
if it had taken place at the beginning of the earliest period
presented (i.e., comparatives are restated). For example, to
calculate the expenses for tax and financing, the combined
financial statements use the amounts that were allocated to
the Hydraulic Systems Division of Haldex in these periods.
As Hydraulic Systems Division was part of the Haldex Group
for tax and finance purposes, these amounts are not the same
as they would have been, if the Hydraulic Systems Division
had been a standalone entity. The combined financial statements do not therefore show the results of the Concentric
Group as if it had been a fully stand-alone entity. See note 2
in “Historical financial statements” for a more detailed explanation of the basis of preparation.
It should be noted that Concentric pays management fees
to Haldex for certain services received. The costs of such
services have been allocated to the entity based on the most
relevant allocation method to the service provided, primarily
based on relative percentage of total revenue. Management
believes such allocations are reasonable; and are indicative
of the actual expense that would have been incurred had the
entity been operating as an independent company for the periods presented.
The financial information for the year 2008, and commentary on the development in 2008 is taken from the
Haldex annual report and supporting documentation, and
the information on the Hydraulic Systems Division contained therein. This information was prepared as part of
Haldex’s segment reporting. In April 2008 the Haldex Group
acquired Concentric plc. The financial information for 2008
has not been restated to show the effect of including Concentric plc for the whole financial year. The financial information for 2008 therefore only includes the contribution from
Concentric plc for the rest of the year. Consequently the financial information for 2008 is not directly comparable to
the financial information for 2009 and 2010.

Introduction
The following notes are intended to facilitate the understanding and evaluation of the trends and developments affecting the Company’s results and financial position. Histor-
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ical results do not necessarily provide an accurate indication
of future performance. The following is intended to be read
together with the Company’s audited combined financial
statements for the financial years 2010 and 2009, as well as
its reviewed consolidated financial statement for the period
January 1–March 31, 2011, prepared in accordance with
IFRS accounting regulations. This section contains futureoriented statements dependent upon future events, risks,
and uncertainties, including those described in “Risk factors” on page 6. The Company’s actual results may deviate
significantly from the results referred to, or suggested in,
these future-oriented statements for a variety of reasons, including, but not restricted to, the risks described below and
elsewhere in this prospectus. Reported amounts are rounded
off to the nearest million SEK, while calculations are carried
out using multiple decimal points. Percentages are reported
with one decimal point, and have also been rounded off. Note
that the rounding off of figures may give the impression that
certain calculations do not add up. Figures in brackets represent the previous year’s comparable figure.

Commentary on financial development
Concentric is a global company, and sales are driven by demand for machinery in its four major end markets. These
markets exhibit different growth characteristics in different
geographical regions. In addition to cyclical movements in
end markets, there are two trends that have driven and will
continue to drive Concentric sales: tightening emissions regulation and infrastructure investment in developing economies. As a manufacturing company with fixed capacity cost
relating to the manufacturing footprint, sales volumes are
the most important driver of profitability. The effects of the
recession and subsequent recovery can be clearly seen in the
operating income margin. The management reacted promptly to optimize the performance of the business during and
after the recession, and made several actions of a one-off nature. The financial information is therefore presented both
including and excluding these one-off items, to allow an assessment of underlying profitability. The recovery from recession has also been rapid, and to illustrate this, the Company includes in this section quarterly information for the
full year 2010. The Company has a strong focus on cash flow
and attempts to manage its working capital and capital employed efficiently.

Net sales and earnings
Haldex AB acquired Concentric plc in April 2008, thereby
creating the enlarged Haldex Hydraulic Systems Division.
Later in 2008, the Company was affected by the global financial crisis, with significant effects on the business. Adjusted for acquisitions, divestments and exchange rate fluctuations, sales fell in 2009 by 45 percent compared to 2008,
and rose by 53 percent in 2010, such that 2010 sales represents 84 percent of the sales for 2008 as if Concentric plc had
been owned for the whole of 2008.

The operating margin before items affecting comparability
was 5.4 percent in 2008, declining to –5.6 percent in 2009,
returning to 7.6 percent in 2010 and rising to 11.9 percent in
the first quarter 2011.
Through its internal operations, Concentric is exposed
to exchange rate fluctuations having an adverse impact on
the Group’s earnings, balance sheet and/ or cash flows. The
impact of foreign currency translation differences is included in the statement of comprehensive income and for 2010
it had an adverse effect of SEK 67 m (favourable: 30), taking the total comprehensive result for 2010 to a loss of SEK
32 m (loss: 104). Historically this exposure has been managed outside the Concentric Group at the Haldex level. The
future hedging strategy for Concentric is described in “Foreign currency exposure” on page 41.

Managing the recession
The financial crisis that began in the autumn of 2008 had a
severe effect on industrial manufacturing companies, including Concentric. The Company was faced with unprecedented
falls in end market demand, and management reacted swiftly to maintain the performance of the business. In the first
quarter 2009 sales on a comparable basis fell by 31 percent
compared to the same quarter in 2008, reaching a low point
in the third quarter 2009 where sales fell by 46 percent on
the same basis.
Management’s strategy to the downturn was as follows:
flex blue collar staff and variable overheads in line with sales;
force through material escalator pass through agreements
with customer base; seek opportunistic new contracts from
competitor distress; remove surplus and non value-adding capacity and protect key staff and know-how, to secure
growth post the recession.
The headcount for the business fell from 2,662 employees at the date of acquisition of Concentric PLC Group to
1,156 employees by the end of 2010. Of the total headcount
reduction approximately 800 refers to the disposal of the
Qingzhou, China operations. The effects of the strategy can
be seen in cost ratios across the period.
Cost ratios through the recession
2010
As a percentage of Net Sales, %

2009

Full year Full year

Direct material costs

48.8%

50.6%

Personnel costs

24.5%

31.2%

Other operating costs

16.1%

18.8%

Material costs, which accounted for over 50 percent of sales
in 2008 have been reduced to 48.8 percent in 2010. Total
personnel costs constituted about 26 percent of sales in
2008, and rose in 2009 as a result of the drop in sales, declining to 24.5 percent in 2010.
In addition to the capacity cost cuts made through the recession, the Group has also taken further restructuring actions such as selling a majority interest in its operation in
Qingzhou, China, in April 2010 and completing the closure
of its operations in Statesville, the United States, in December 2010.

Items affecting comparability
The measures taken to manage the recession entailed certain
expenses, which have been taken by the business when they
occurred. There are no plans to do any restructuring of this
nature for the foreseeable future. Management believes it is
appropriate to consider operating income both including and
excluding these items affecting comparability.
Items affecting comparability
2011
Amounts in SEK m
Operating income/loss 1)

2010

2010

2009

2008

Jan−Mar Jan−Mar Full year Full year Full year
58

(10)

109

(116)

105

10.8%

(2.3%)

5.5%

(8.2%)

5.0%

Restructuring costs (cash) 2)

−

23

23

12

9

One-off costs associated
with the separation (cash) 3)

8

−

−

−

−

Non cash restructuring
items 4)

−

−

19

25

−

Total items affecting
comparability

8

23

42

37

9

Operating income/loss
before items affecting
comparability

64

13

151

(79)

114

Operating margin, %
before items affecting
comparability

11.9%

3.0%

7.6%

(5.6%)

5.4%

Operating margin, %
Items affecting
comparability:

The operating income and operating margin for 2008 is presented as reported in the
segmental disclosure of Haldex annual report

1) 

2)

Headcount reduction and Stateville site closure

3)

Duplicate corpororate cost and transaction costs

4)

Related to sale and property impairment of operations in Quingzhou, China
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2010 compared with 2009
Sales and operating income per operating segment
2010
Amounts in SEK m

2009

Full year Full year

Sales
Americas
Europe & RoW
Total Group

1,068

796

909

610

1,977

1,406

62

17

Operating income
Americas
Europe & RoW
Total Group

47

(132)

109

(116)

Items affecting comparability
Americas

17

4

Europe & RoW

25

33

Total Group

42

37

Operating income before items affecting
comparability
Americas

79

21

Europe & RoW

71

(100)

151

(79)

Americas

7.4%

2.6%

Europe & RoW

7.8%

(16.4%)

Total Group

7.6%

(5.6%)

Total Group
Operating margin before items affecting
comparability, %

Americas

417

461

Europe & RoW

862

1,174

1,279

1,635

Net sales and earnings
In 2010 end markets recovered from the recession and
demand rebounded. Net sales totaled SEK 1,977 m (1,406).
Adjusted for divestments and exchange rates, sales increased
53 percent compared with the year-earlier period.
The market recovery in North America was 3–6 months
ahead of Europe in all sectors except for construction. Inventory replenishment programs were largely completed in
North America by the end of the third quarter but extended
into the fourth quarter in Europe. There was also some Tier
4 pre-buy impact in the third quarter which reversed out during the fourth quarter. Late cycle improvements were seen
in larger construction and industrial equipment across both
regions during the fourth quarter.
Operating income amounted to SEK 109 m (loss: 116)
and the operating margin was 5.5 percent (negative: 8.2). A
restructuring cost of SEK 23 m (12) was expensed as part of
the cost reduction program. A capital loss of approximately
SEK 19 m relating to the divestment of the HHQ operation
in Qingzhou, China was also expensed during the year. Excluding the effects of the items affecting comparability, the
operating margin in 2010 was 7.6 percent (5.6).
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Cost-reduction program
The previously announced merger of two of the Group’s production units in the United States into one plant was completed in the fourth quarter according to plan. Personnel cutbacks were implemented during the second quarter in the
Group’s plant in Hof, Germany. The total annualized savings from these actions amounted to approximately SEK 44
m. The total restructuring cost incurred was SEK 23 m which
was fully expensed in the first quarter 2010.
The Group concluded the divestment of its HHQ operations in Qingzhou, China during the second quarter and
a capital loss of approximately SEK 19 m was charged. The
Group has maintained a minor participation in the company.

Capital employed and working capital

Average number of employees

Total Group

Operating margins are similar in both operating segments, as
the Company aims to achieve consistent profitability across
its segments and its various geographies and end markets.
Exchange rate fluctuations, losses on currency hedges and currency translation effects had an adverse effect on
Group’s operating income of SEK 12 m compared with 2009.
Consolidated income before tax amounted to SEK 52
m (loss: 164). Earnings after tax amounted to SEK 35 m
(loss: 134).

The Group’s capital employed amounted to SEK 1,267 m
(1,431). Adjusted for exchange rate movements the capital
employed decreased by SEK 255 m. The reduction, excluding exchange rate movements, in capital employed was mainly due to depreciation and amortization and settlement of
intercompany balances with Haldex companies outside the
Concentric Group. The total tangible and intangible fixed assets amounted to SEK 1,126 (1,359) of which intangible fixed
assets was SEK 926 m (1,072). Intangible assets, goodwill
and patents, predominantly derives from the acquisition-related surplus values relating to the acquisition of Concentric
in 2008. Impairment tests on intangible assets, goodwill and
patents, indicated no impairment. Through strong working
capital management of inventories, accounts receivable and
accounts payable, the absolute levels have remained very low
at SEK –44 m (negative: 26) despite rising sales activity levels. The return on capital employed was 8.8 percent (negative: 6.7). Excluding items affecting comparability, the return on capital employed in 2010 was 12.1 percent (negative:
4.4). Working capital was –2.2 percent of net sales at the end
of 2010 (negative: 1.8).
Capital employed in the Americas operating segment
amounted to SEK 471 m and in the Europe and the RoW SEK
812 m. The major difference in capital employed between the
operating segments can be explained by the distribution of
acquisition-related surplus values relating to the acquisition
of Concentric in 2008 and the uneven distribution of cash.

2009 compared with 2008

Financial items and tax
Financial expenses incurred during the year amounted to
SEK 56 m (48). These costs consisted mainly of interest on
loans, pension liabilities and commission relating to commitments of unutilized credit facilities.
The Group’s tax expenses amounted to SEK 17 m (income: 30), equal to a tax rate of 33 percent (18). The reason
for the high tax rate was that the capital loss on the divested
operations in China was non-deductible, combined with increased earnings in the United States.

2009
Amounts in SEK m

Cash inflow from operating activities amounted to SEK 204
m (92), cash outflow from investing activities amounted to
SEK 17 m (39) and cash outflow from financing activities
amounted to SEK 131 m (65). As noted above, working capital levels were well managed as sales levels increased. The
strong cash inflow, combined with a weakening of several
currencies against the SEK, decreased the Group’s net debt,
which amounted to SEK 312 m (510) at the end of the period.
Cash and cash equivalents totaled SEK 257 m (217).

2010

2009

Full year Full year

EBITDA before items affecting comparability

252
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Cash effect items affecting comparability 1)

(23)

(12)

Change in working capital

60

87

Net investments

(17)

(39)

Operating free cash flow

272

64

Reversal of net investments

17

39

Interest costs

(33)

(36)

Taxes paid

(52)

25

Cash flow from operating activities 2)

204

92

1)

See "Items affecting comparability"on page 29 for further explanation

2)

As per IFRS description

Investments
The Group’s net investments totaled SEK 17 m (39), of which
capitalized development costs accounted for SEK 3 m (12).
Gross investments in tangible fixed assets totaled SEK 23 m
(27), with the balancing minus 9 m (nil) derived from proceeds for U.S. equipment leases finalized during the first
quarter.
The proceeds received from the divestment of the HHQ
Qingzhou operations were paid directly to a Haldex AB subsidiary outside the Concentric Group in settlement for outstanding inter-group loans. As such, these proceeds have not
been included in the Group’s cash flow from investments.

Full year Full year

Americas

796

Europe & RoW

610

1,010

1,406

2,095

Total Group

1,085

Operating income
17

Europe & RoW

(132)

Total Group

(116)

105

Items affecting comparability
Americas

4

Europe & RoW

32

Total Group

37

9

Operating income before items affecting
comparability
Americas
Europe & RoW
Total Group

Summary statement of cash flow

20081)

Sales

Americas

Cash flow

Amounts in SEK m

Sales and operating income per operating segment

21
(100)
(79)

114

Operating margin before items affecting
comparability, %
Americas
Europe & RoW
Total Group

2.6%
(16.4%)
(5.6%)

5.4%

Average number of employees
Americas

461

Europe & RoW

1,174

Total Group

1,635

1)

2,335

Presented as reported in the segmental disclosure of Haldex annual report.

The financial information for the year 2008, and commentary on the development in 2009 is taken from the Haldex
2009 annual report and supporting documentation, and the
information on the Hydraulic Systems Division contained
therein. This information was prepared as part of Haldex’s
segment reporting. In April 2008 the Haldex Group acquired Concentric plc. The financial information for 2008
herein only includes the contribution from Concentric plc
for the rest of the financial year. Consequently the financial information for 2008 is not directly comparable to the
financial information for 2009 and 2010.The Haldex Hydraulic Systems Division did not have the same operative
and reporting structure as Concentric plc, and its results
cannot be broken down in the same way.

Equity
Shareholders’ equity amounted to SEK 699 m (705), resulting in a net debt/ equity ratio of 44 percent (72).
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Net sales and earnings

Capital employed and working capital

The Group’s sales amounted to SEK 1,406 m (2,095). Adjusted for acquisitions and exchange rate fluctuations, sales
were down 45 percent year on year. The decline in market
demand that began in the second half of 2008 continued
through the second quarter of 2009 but began to stabilise
during the third quarter.
The Group’s sales for Europe and RoW amounted to SEK
610 m (1,010). Adjusted for acquisitions and exchange rate
fluctuations, sales were down approximately 51 percent year
on year. Europe was hit hardest by the deterioration in demand, which reached its trough around midyear 2009, at a
time when customers were still selling from inventory.
The Group’s sales for the Americas amounted to SEK 796
m (1,085). Adjusted for acquisitions and exchange rate fluctuations, sales were down 40 percent year on year. A distinct increase in demand occurred during the fourth quarter
of 2009, primarily as a result of pre-buy effects prior to new
emissions legislation for diesel engines, which came into effect in early 2010 in North America.
The reported operating loss amounted to SEK –116 m (income: 105), representing an operating margin of –8.2 percent (5.0). This operating margin is after deducting restructuring expenses of SEK 12 m (9), amortisation of acquisition
related surplus values of SEK 31 m (32) and an impairment
loss on property of SEK 25 m (nil). Exchange rate fluctuations, currency hedges and currency translation effects had
a favourable effect on the Group’s operating income of SEK
6 m compared with 2008.

Total capital employed amounted to SEK 1,431 m. The
Group’s total tangible and intangible fixed assets amounted to SEK 1,359 (1,334) of which intangible fixed assets was
SEK 1.072 m (1,131). Intangible assets, goodwill and patents,
predominantly accounts for the surplus values relating to the
acquisition of Concentric in 2008. The currency effect on intangible assets was minus SEK 20 m. Impairment tests on
intangible assets, goodwill and patents indicated no impairment. Excluding currency effects, the principal movements
in the year were depreciation and amortization SEK 107 m
(106) and net investments of SEK 39 m (88), of which capitalized development costs accounted for SEK 12 m (12).
Total working capital amounted to SEK –26 m (66), representing a cash inflow of SEK 87 m derived from working
capital improvements achieved during the year after adjusting for currency effects.

Employees and capacity costs
The average number of employees for 2008 of 2,335 represents a headcount reduction of 527 from the date of acquisition of Concentric plc to the end of the year. This reduction
reflects the initial flex of the business made by management
to address the lower activity levels experienced in the second half of 2008.
During 2009 a further 503 employees were taken out of
the business to adjust for the reduced activity levels, thereby
reducing the average number of employees for 2009 to 1,635.

Net financial items and tax
Net financial expenses incurred during the year amounted to
SEK 48 m (67). These costs consisted mainly of interest on
loans, pension liabilities and commission relating to commitments of unutilized credit facilities.
The Group’s tax income amounted to SEK 30 m (expense:
14), equal to a tax rate of 18 percent (37). The low effective
tax rate reflects unrecognised deferred tax assets in respect
of losses.
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Cash flow
The Group’s net cash flow from operating activities after
net investments amounted to SEK 53 m (126). This included interest payments of SEK 36 m (42) and tax refunds of
SEK 25 m (payments: 32).

Sensitivity analysis
Concentric’s results are influenced by a variety of factors,
among them those treated in this section and in “Risk factors”. The table below illustrates the hypothetical effects on
the Company’s results for the full year 2010 in the event certain factors change. These calculations are hypothetical, and
are not to be seen as an indication that these factors are more
or less likely to change, or, if they change, the size of that
change. Actual change, and its effects, may be more or less
significant than what is stated in the table. The sensitivity
analysis should therefore be interpreted with caution.
Prices of raw materials are not included in the sensitivity analysis, as rising prices are assumed to be offset through
higher prices for Concentric’s products.
Sensitivity analysis 2010

Effect

Change
percentage
points

Sales
SEKm

EBIT 1)
SEKm

Exchange rate EUR / SEK

+ / − 1%

2.0

1.2

Exchange rate USD / SEK

+ / − 1%

10.7

1.4

Exchange rate GBP / SEK

+ / − 1%

2.9

0.1

Sales volume

+ / − 1%

19.8

5.0

1)

Total (translation and transaction) foreign currency effect on operating income.

Summary of interim report
January 1−March 31, 2011
Net sales and earnings
Sales amounted to SEK 554 m (427). Adjusted for exchangerate fluctuations, sales increased by 41 percent compared
with the corresponding period in the preceding year. The
positive trend in all Concentric’s market segments and
r egions in 2010 continued into the first quarter of 2011.
I nventory replenishment has been largely completed and
the Company is experiencing stable sustained demand with
orders broadly matching sales. Hire fleets replacing aging
construction machinery overdue in the replacement cycle
and a Tier 4 pre-buy for 56–130 KW off-road diesel engines,
have both helped to drive demand during the quarter, as well
as market share growth in India and China.
Increasing commodity prices continue to put significant
pressure on the Group’s material cost base. However during
the quarter, the Group has been successful via existing material escalator agreements with passing through raw material increases to its customer base. Earnings before interest and taxation (“EBIT” or “Operating Income”) and EBIT
margin amounted to SEK 58 m (loss: 10) and 10.4 percent
(minus: 2.3) respectively. After adjusting for SEK 8 m of separation and duplicate corporate charges in the period, the
comparable EBIT margin for the first quarter of 2011 versus the fourth quarter of 2010 is 11.9 percent. Earnings after
tax amounted to SEK 31 m (loss: 31). Earnings per share
amounted to SEK 0.70 (minus: 0.71).

Cash flow and net debt
Cash flow from operating activities remained strong and
amounted to SEK 30 m (58) for the first quarter 2011, despite
the pressures of strong sales growth and the refinancing of
certain inter-company balances with Haldex, totalling SEK
13 m for the quarter. This is primarily due to strong management of working capital, which remains negative.
During the first quarter of 2011, Haldex AB made a capital contribution of SEK 50 m into Concentric. As a result, the
Group’s closing equity was SEK 722 m versus SEK 699 m at
the end of 2010, bringing the debt:equity (“gearing”) ratio to
34 percent (69). The impact of several currencies weakening
against the SEK over the last 12 months has also reduced the
Group’s net debt. The combined impact of the capital contribution, currency fluctuations and strong cash flow has decreased the Group’s net debt to SEK 248 m by 31 March 2011
versus SEK 311 m at the end of 2010. Cash and cash equivalents totaled SEK 273 m (255). Excess cash balances reflect the current cash pooling arrangements with Haldex AB.
Capital Employed at the end of the first quarter was SEK
1,243 m versus SEK 1,267 m at the end of 2010, after taking
account of foreign currency translation differences of SEK
–58 m. Investments for the first quarter were SEK 13 m
(–4 m)
New financing agreements have been signed during the
first quarter with a couple of banks, securing EUR 40 m (approximately SEK 360 m) of multi-currency credit facilities
for a term of 3 years. In addition, an agreement has been
made with Haldex AB’s bondholder to novate SEK 175 m of
the current bond facility to Concentric.
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Pro forma financial information
General information on the pro forma financial
statements
The Hydraulic Systems Division has been part of the Haldex
Group. Separation will therefore entail changes, among other
things, to the tax and financing situation of the independent
Concentric Group, as these functions will no longer be shared
with the rest of the Haldex Group. The aim of this section is
to illustrate the changes to the financial statements of Concentric, as if it had been a standalone entity in 2010 and the
first quarter of 2011.
On separating from Haldex, Concentric will utilize the
credit facilities that it has entered into with a number of institutions for future financing requirements and to replace
intra-group financing with Haldex. These new credit facilities comprise:
●● a revolving multi-currency credit facility agreement with
two banks totaling EUR 40 m (approximately SEK 360 m),
with a term of three years and an interest margin ranging
from 0.90 – 1.85 percent above STIBOR for the applicable currency drawn; and
●● a SEK 175m corporate bond to be issued by Concentric to
Svensk Exportkredit in connection with the contemplated distribution, with a term of three years and six months
and an interest margin of 2.75 percent above STIBOR.
The new credit facilities are repayable in full on maturity and
will involve changes to the borrowing terms, such as lower
interest margins and credit charges compared with the previous intra-group financing when Concentric was part of the
Haldex Group.
It should be noted that in 2010 Concentric paid management fees to Haldex for certain services received including for example business development, human resources,
treasury and corporate controller No adjustments have been
made to the pro forma financial statement 2010 for these
costs, since they are judged to essentially reflect the cost level
the Company would have had to pay for these services. This is
not the case in Q1 2011, where there is certain duplication of
corporate costs, explained in note (A) in “Proforma income
statement as at March 31, 2011”.
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The pro forma financial statements below have been prepared in order to illustrate what the income statement for
the Concentric Group might have been had the new credit facilities entered into been in force as of January 1, 2010 and
2011 and what the balance sheet position might have been
at March 31, 2011 if the refinancing and other standalone
effects had taken place at this date.
The pro forma financial statements are intended to describe a hypothetical situation and have been produced solely for illustration purposes in order to provide information
and shed light on facts and are not intended to present the
financial position or income that the business would actually have achieved had the new loan terms or any other standalone effects taken effect on the reported dates; nor are they
to show an actual financial position or the business’s result
at any future date or in any future period. The pro forma financial statements are based on Hydraulics Systems Division
within the Haldex Group, as presented in “Historical financial statements”.
Reported amounts are rounded off to the nearest million SEK, while calculations are carried out using multiple
decimal points. Percentages are reported with one decimal
point, and have also been rounded off. Note that the rounding off of figures may give the impression that certain calculations do not add up.

Accounting principles of the Concentric Group
The pro forma financial statements for the Group have been
prepared in accordance with the accounting principles applicable to the Concentric Group and with the International Financial Reporting Standards (IFRS) and IFRIC interpretations as adopted by the European Union, the Swedish Annual
Accounts Act and the recommendations published by the
Swedish Reporting Board. A description of the accounting
principles can be found in “Historical financial statements”.
The pro forma financial statements have been adjusted
for all changes in respect of the separation and the refinancing, and these changes are deemed to be enduring in nature
as regards to the new Concentric Group.

Pro forma income statement as at December 31, 2010
The pro forma table below is based on the 2010 combined financial statements for Concentric. Proforma adjustments have
been made to illustrate Concentric as a standalone entity, if the separation had been made as per January 1, 2010.
Amounts in SEK m

Note

Net sales
Cost of goods sold

Concentric 2010

Interest
Expense

Taxes

Pro forma

1,977

1,977

(1,505)

(1,505)

Gross income

472

Selling expenses

(84)

(84)

Administrative expenses

−

−

472

(150)

(150)

Product development expenses

(73)

(73)

Other operating income and expenses

(56)

Operating income

109

−

−

109

A

(56)

36

−

(20)

52

36

−

89

B

(17)

(11)

1

(27)

35

25

1

Net financial items
Income before tax
Taxes
Net income

(56)

62

Operating margin, %

7.6%

7.6%

EPS, SEK

0.79

1.40

Net financial items (A)

Income tax (B)

Adjustment has been made for the reduced interest expense
caused by the new loan terms. The new loans are assumed
to be drawn in SEK, GBP, EUR and USD. The average borrowing in 2010 (net of excess liquid funds) after adjusting
for the capital contribution made in the first quarter of 2011
(reduces debt by SEK 50 m) and the reclassification of intercompany non-trading liabilities with Haldex Group companies due to be settled upon the separation (increases debt
by SEK 50 m), was SEK 329 m with an average interest rate
for 2010 of 3.2 percent, including currency effects, based
on the new loan terms. In addition to interest net, financial
items also include foreign exchange differences, pension interest and other financial items of SEK 9. The proforma net
financial items amount to SEK 20 m in total, giving a pro
forma adjustment of SEK 36 m. Income before tax amounts
to SEK 89 m following the aforementioned adjustments.

The actual tax for the period was distorted by capital losses totalling SEK 19 m, which had no attributable tax credits.
Adjusting for these items, the underlying income tax rate
would have been 26 percent. This compares with an effective tax rate of approximately 30 percent looking at the mix
of taxable profits generated in 2010. The average tax rate of
30 percent has been applied to the reduced interest expense
of SEK 36 m (see also note A) to calculate the tax effect. In
addition, the effective income tax rate has been revised from
33 percent to 30 percent to reflect the estimated rate applicable in 2010 for Concentric as a standalone tax group. The increase in income tax totals SEK 10 m. Net income amounts to
SEK 62 m following the aforementioned adjustments.
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Pro forma income statement as at March 31, 2011
Proforma adjustments have been made to illustrate Concentric as a standalone entity, if the separation had been made as
per January 1, 2011.
Concentric
2011 Jan−Mar

One-off costs
relating
to spin-off (A)

Interest
Expense

554

−

−

554

(410)

−

−

(410)

Gross income

144

−

−

144

Selling expenses

(19)

−

−

(19)

Administrative expenses

(42)

−

−

(42)

Product development expenses

(14)

−

−

(14)

(10)

8

−

(2)

58

8

−

66

B

(12)

−

9

(3)

46

8

9

63

C

(15)

(2)

(3)

(20)

31

6

6

Amounts in SEK m

Note

Net sales
Cost of goods sold

Other operating income and expenses

A

Operating income
Net financial items
Income before tax
Taxes
Net income
Operating margin, %
EPS, SEK

43

10.4%

11.9%

0.70

0.97

(A) One-off costs relating to the spin-off

(C) Income tax

Adjustment has been made for those items, namely Concentric’s share of Haldex’s duplicated corporate costs relating
to the spin-off totaling SEK 3 m and transaction costs relating to the spin-off of SEK 5 m. Operating income amounts to
SEK 66 m following these adjustments. The costs are not expected to affect the income statement in the future.

The effective tax rate applied on the one-off costs relating
to the spin-off was 27 percent. An adjustment has also been
made for the tax effect (32 percent effective tax rate) of the
reduced interest expense of SEK 9 m (see also note B). The
effective income tax rate of 32 percent reflects the expected
rate for Concentric as a new standalone tax group. The increase in income tax totals SEK 5 m. Net income amounts to
SEK 43 m following the aforementioned adjustments.

(B) Net financial items
Adjustment has been made for the reduced interest expense
caused by the new loan terms. The new loans are assumed to
be drawn in SEK, GBP, EUR and USD. Total borrowings as
per March 31, 2011 amount to SEK 239 m with an average interest rate for the first quarter of 4.2 percent, including currency effects, based on the new loan terms. The reduction in
interest expense totals SEK 9 m. Income before tax amounts
to SEK 63 m following the aforementioned adjustments.
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Pro forma

Pro forma balance sheet as at March 31, 2011
Concentric
Amounts in SEK m

Note

2011 Jan-Mar

Refinancing

Pro forma

Goodwill

470

−

470

Other intangible fixed assets

405

−

405

Tangible fixed assets

184

−

184

7

−

7

1,065

−

1,065

479

−

478

273

(200)

73

751

(200)

551

1,817

(200)

1,617

722

−

722

116

−

116

−

239

239

Non-interest-bearing provisions

68

−

68

Total long-long term liabilities

184

239

423
471

ASSETS
Fixed assets

Financial fixed assets
Total fixed assets
Current assets
Current assets, excluding liquid funds
Liquid funds

A

Total current assets
TOTAL ASSETS
EQUITY AND LIABILITIES
EQUITY
Long-term liabilities
Interest-bearing long-term liabilities - Pensions
Interest-bearing long-term liabilities - Loans

B

Current liabilities
Non-interest-bearing liabilities

C

505

(34)

Interest-bearing current liabilities - Loans

B

405

(405)

−

911

(439)

471

TOTAL LIABILITIES

1,095

(200)

895

TOTAL EQUITY AND LIABILITIES

1,817

(200)

1,617

Working capital

(26)

34

8

Net Debt

248

34

282

Total current liabilities

Net debt/ equity ratio, %

(A) Liquid funds
Liquid funds for Concentric in March 31, 2011 refer to actual liquid funds under the Haldex cash pooling arrangements,
according to the Combined Financial Statements of Concentric. An adjustment has been made to net down SEK 200 m
surplus liquid funds against interest bearing liabilities to reflect an adequate level of liquid funds. After adjustments, liquid funds amount to SEK 73 m.

(B) Interest-bearing liabilities
Interest-bearing liabilities for Concentric in March 31, 2011
refer to actual interest bearing liabilities according to the
Combined Financial Statements of Concentric. An adjustment has been made to net down SEK 200 m surplus liquid funds (as noted above) and borrowings have been reclassified between current and long-term to reflect the new
loan terms. In addition, other current inter-company liabil-

34.0%

39.0%

ities with Haldex Group companies, due to be settled upon
the separation, have also been reclassified to borrowings
(see note C). After adjustments, total borrowings amount to
SEK 239 m, comprising SEK 175 m in respect of the Svensk
Exportkredit corporate bond with the balance drawn against
the revolving multi-currency credit facilities.

(C) Other non-interest bearing current liabilities
Other non-interest bearing current liabilities for Concentric
at March 31, 2011 refer to actual other non-interest bearing
current liabilities according to the Combined Financial Statements of Concentric. An adjustment has been made to reclassify SEK 34 m of inter-company non-trading liabilities with
Haldex Group companies which are due to be settled upon the
separation as part of the refinancing. After adjustments, other
non-interest bearing current liabilities amount to SEK 471 m.
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Auditor’s report on the pro forma
financial information
To the Board of Directors in Concentric AB (publ) Corp. ID No. 556828-4995

We have reviewed the Pro Forma Financial Information set
forth on pages 34–37 of Concentric ABs prospectus dated
May 23 2011.
The Pro Forma Financial Information has been prepared
for the sole purpose of illustrating how a distribution of the
shares in Concentric AB to the shareholders of Haldex AB
might have affected the consolidated balance sheet of Concentric AB as per March 31, 2011 and the income statement
of Concentric AB for the period January 1, 2010 – December
31, 2010 and for the period January 1, 2011 – March 31, 2011.

Responsibility of the Board of Directors and the
President
It is the Board of Directors’ and the President’s responsi
bility to prepare the Pro Forma Financial Information in
accordance with the requirements of the Prospectus Regulation, 809/2004/EC.

Auditor’s responsibility
It is our responsibility to provide an opinion in accordance with Annex II, item 7 of the Prospectus Regulation,
809/2004/EC. We are not responsible for expressing any
other opinion regarding the Pro Forma Financial Information or any of its constituent elements. We assume no liability with respect to financial information used in the compilation of the Pro Forma Financial Information, other than our

liability in respect of the audit reports regarding such historical financial information which we have previously provided.

Work performed
We have performed our work in accordance with Fars
Recommendation RevR 5 Examination of Prospectus. Our
work, which involved no independent examination of any
of the underlying financial information, consisted primarily of comparing the unadjusted financial information with
source documents, assessing the basis for the pro forma adjustments and discussing the Pro Forma Financial Information with the senior management of the company.
We planned and performed our work so as to obtain the
information and the explanations we considered necessary
in order to provide us with reasonable assurance that the
Pro Forma Financial Information has been properly compiled on the basis stated on pages 34–37 and that this basis
is in accordance with the accounting policies applied by Concentric AB.

Opinion
In our opinion, the Pro Forma Financial Information has
been properly compiled on the basis stated on pages 34–37
and that basis is consistent with the accounting policies
applied by Concentric AB.

Stockholm May 23 2011
ÖhrlingsPricewaterhouseCoopers AB
Michael Bengtsson
Authorized Public Accountant
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Capitalization, indebtedness and
other financial information
Shareholders equity and liabilities

Working capital statement

Concentric’s total equity and liabilities as at March 31, 2011 is
shown below. For an account of the Concentric Group’s cash
flows, refer to “Condensed financial information and commentary on financial development”.

Concentric’s Board of Directors is of the opinion that the
working capital is sufficient to meet the Group’s present requirements, that is, for at least 12 months as well as replacing the previous internal group financing.

Shareholders equity and liabilities

Information on financing facilities and working
capital

Amounts in SEK m
Total current debt
Guaranteed
Secured

911
−
−

Unguaranteed/unsecured

911

Total non-current debt

184

Guaranteed
Secured
Unguaranteed/unsecured
Total equity
Share capital 1)
Statutory reserve
Other reserves
1)

−
116
68
722
0
−
722

The share capital amounted to SEK 50,000 as per March 31, 2011.

Under the corridor approach, an IFRS method of recognising
actuarial gains and losses on pension obligations, Concentric also had additional pension liabilities, in respect of unrecorded actuarial losses, totaling approximately SEK 79 m
based on the latest actuarial valuations available. On May 3,
2011 SEK 97 m was transferred from other reserves to share
capital (see “Share capital development” on page 70).

Net debt
Concentric’s interest-bearing net debt as at March 31, 2011
is reported below.
Net indebtedness
Amounts in SEK m
(A) Cash
(B) Cash equivalent
(C) Trading securities
(D) Total liquidity (A)+(B)+(C)

273
−
−
273

(E) Current financial recivable

−

(F) Current bank debt

9

(G) Current portion of non-current debt

−

(H) Other current financial debt

396

(I) Total current financial debt (F)+(G)+(H)

405

(J) Net current financial debt (I)-(E)-(D)

132

(K) Non-current bank loans
(L) Bonds issued

−

The need for working capital is mainly associated with inventories and accounts receivable, which generally flex with
sales. There is no particular seasonality to sales and working capital throughout the year. Some increase in sales and
working capital can be expected prior to changes in emissions regulation as new products are introduced.
The Group has historically operated with low levels of
working capital and even negative working capital in 2009
and 2010 due to high current liabilities. In the future the
Company expects trade working capital, defined as accounts
receivables and inventories, less accounts receivables to develop in line with sales, although overall working capital levels will remain low. The working capital requirement is financed partly from cash flows generated by the Company
itself, and partly through external financing. To ensure the
financing of working capital requirements, Concentric has
entered into a revolving multi-currency credit facility agreement with two banks totaling EUR 40 m (approximately
SEK 360 m), with a term of three years, repayable in full at
the end of the term. These facilities are expected to be utilized in SEK, GBP, EUR and USD.
In addition to these revolving multi-currency credit facilities, a SEK 175 m bond will be issued by Concentric to
Svensk Exportkredit in connection with the contemplated
distribution, with a term of three years and six months, also
repayable in full at the end of the term.
Both of these facilities include customary financial covenants in respect of the Group’s total interest bearing liabilities in relation to its earnings before interest, taxes, depreciation and amortization (net debt-to-EBITDA ratio) and
the Group’s net debt in relation to its shareholders’ equity
(net debt-to-Equity ratio), as well as other customary undertakings and conditions, including a right for the lenders
to require that the loans are prepaid upon the occurrence
of certain events of default or significant ownership changes (excluding the contemplated distribution of the shares in
Concentric). No pledges have been made.

−

(M) Other non-current debt (pension debt)

116

(N) Non-current financial debt (K)+(L)+(M)

116

(O) NET FINANCIAL DEBT (J)+(N)

248
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Investments
Concentric’s investments primarily comprise new production facilities, upgrades of existing production facilities,
new production equipment and product-specific tools. In
recent years, Concentric has invested specifically in establishing production in emerging markets, mainly by investing in plants in China and India.
In 2010, the Group’s gross investments, excluding cap
italized development costs, amounted to SEK 23 m (27). Investments were primarily been made in production facilities.
Of the Groups investments in 2010 78 percent were made in
Europe and RoW and 22 percent in the Americas.
Given the economic recession, Concentric substantially reduced the investment level, which explains why investments
were well below depreciation levels. Concentric has planned
significant levels of investments over the next 2 – 3 years (SEK
80 – 100 m per annum) to support increased capacity and new
products coming into serial production in 2013 and beyond.
As a result investments should be in excess of depreciation levels. Concentric will finance its investments within the framework of its new agreed credit facilities.
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Product development
Three Months
Amounts in SEK m

Full Year

Jan−Mar 2011

2010

2009

Product development

15

76

58

of which capitalized

1

3

12

Intangible assets
Concentric’s intangible assets comprise licenses and patents,
software, IT systems and goodwill. On March 31, 2011, Concentric had goodwill of SEK 470 m distributed as follows:
SEK 160 m in the Americas and SEK 310 m in Europe and
RoW. For further information regarding intangible assets,
refer to Note 13 in the Group’s combined financial statements
for 2010 in “Historical financial statements” on page 80.
Intangible asset
Three Months
Amounts in SEK m

Full Year

2011 Jan−Mar

2010

2009

Goodwill

470

494

558

Patents and other
intangible assets

346

371

440

Product development

Capitalized
development costs

59

61

75

Every year, substantial investments in development projects
are made within the Group to ensure the creation of marketleading products and to strengthen market positions.
Requirements from users and legislators for increased
safety and improved environmental and vehicle dynamics
are resulting in increased demand for the products provided
by Concentric. Accordingly, it is essential that the Group continuously develop new products or improve existing products that satisfy this demand so that market shares are not
lost to competitors.
Consequently, a key part of Concentric’s strategy involves
developing new products in those areas that the Group regards as important for continued growth and/or for defending market shares. In 2010, the Group’s expenditure on product development corresponded to 3.1 percent of sales (3.9).
Development work comprises the creation of completely
new products, both in-house and in some cases in cooperation with partners, and updates of existing product solutions.
According to IAS 38, product development costs are recognized as intangible fixed assets when the following criteria
are met: it is likely that the asset will result in future financial benefits to the Group; the purchase value can be calculated reliably; the Company intends to finish the asset and
has technical and financial resources to complete its development. See also the notes to the Group’s combined financial statements for 2010 in “Historical financial statements”.
At March 31, 2011, capitalized product development costs
amounted to SEK 59 m (61) for the entire operations, including discontinued operations.

Concentric Group

875

926

1,073

Tangible assets
Tangible assets primarily comprise machinery, tools and
equipment. The tangible assets are free from any pledges or
other encumbrances. For more information regarding Concentric’s tangible assets, refer to Note 14 in the Group’s combined financial statements for 2010 in “Historical financial
statements” on page 80.

Financial exposure and risk management
General
Concentric is exposed to risk associated with financial instruments, such as liquid funds, accounts receivable, accounts payable and loans. The risks related to these instruments are primarily the following:
●● Interest risk associated with liquid funds and loans,
●● Financing risks relating to the Company’s capital requirements,
●● Foreign-exchange risk, and
●● Credit risks attributable to financial and commercial activities.
The Board of Concentric has adopted a treasury policy for the
entire Group regulating the manner in which risks are to be
managed and controlled. Financial risk management is centrally co-ordinated through Group Treasury. There are also
Treasury Instructions containing clear guidelines on how operational risk associated with the handling of financial instruments is to be managed; for example, through the clear
division of responsibility and authority rules.

Liquid funds
The Group’s short-term liquidity is secured by retaining a liquidity reserve consisting of cash funds and other short-term
investments. Concentric aims for liquid funds, including unutilized credit limits, to amount to the equivalent of at least
5 percent of the Group’s annual sales.

Borrowing
The Group’s debt is managed by the Group Treasury to ensure efficiency and risk control. Loans are mainly taken out
at parent company level and are transferred to subsidiaries
in the form of internal loans or capital injections.

Interest exposure relating to long-term borrowing
Concentric’s revenue is mainly associated with long-term
agreements which include adjustments for raw material escalators and expected productivity savings. As such, these
adjustments usually follow commodity prices and the general economic development and inflation for the relevant country. Therefore, the aim is for the average fixed interest period
of the interest bearing loan portfolio to not exceed 12 months
for the total portfolio, to minimize the interest rate risk.

Financing exposure
Financing risk refers to the risk that the financing of the
Group’s capital requirements and the refinancing of outstanding loans becomes more difficult or more expensive. By
maintaining a steady maturity profile on loans, financing risk
can be reduced.

Foreign currency exposure
Concentric’s financial statements are presented in SEK,
but the Group has business in a number of countries in Europe and in the United States. This means that the Group
is exposed to foreign currency risk due to the fact that unfavorable changes in exchange rates may have a negative
effect on earnings and equity. The Group hedges its currency risks within the framework of the treasury policy with a
view of managing these risks. The Group’s overall currency risk exposure is managed at central level. Concentric’s
foreign currency risks mainly relate to the currencies EUR,
USD and GBP.

However, all of the Group’s subsidiaries must actively
identify and hedge any transaction exposure that may arise.
In accordance with the current treasury policy, 70 percent of
the anticipated net flows for the estimated volumes during
the forthcoming 12-month period are hedged for each separate currency, with a permissible deviation of +/–10 percent.

Translation exposure on consolidation of units
outside Sweden
Exchange rate fluctuations also affect the Group’s income
through the translation of foreign subsidiaries’ statements
of income into SEK.

Exposure in net investments (translation exposure
in the balance sheet)
The net assets (i.e. equity) of the non-Swedish subsidiaries represent investments in foreign currencies which, when
consolidated into SEK, give rise to a translation difference.
In its treasury policy, the Group has established a framework
for how the translation exposure that arises, shall be managed in order to control the impact of translation differences
on the Group’s capital structure. The treasury policy stipulates that the Group’s net debt shall be distributed in proportion to the capital employed per currency. Wherever necessary, this goal is achieved by raising loans in the various
currencies used by the subsidiaries.

Credit exposure
Credit exposure in accounts receivable
The Group’s contract policy contains rules designed to ensure that customer credit management includes credit assessment, credit limits, decision levels and management of
doubtful accounts receivable to ensure that sales are made
to customers with appropriate creditworthiness. There is no
concentration of credit risk as the Group’s large number of
customers are widely spread over many different countries.

Financial credit exposure
The Group has policies in place that limit the amount of credit exposure to any one financial institution or other counterparty. To limit credit risks transactions take place primarily
with financial institutions with a high credit rating.

Transaction exposure from commercial flows
Concentric carries on business in various countries which
largely incur revenues and expenses in the prevailing local
currency or where the customer contract includes a ‘natural’
hedge for cash in/out flows denominated in foreign currencies. Transaction exposure is therefore limited.
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Pension obligations

Significant trends and changes

The Group operates a number of defined benefit pension arrangements, with the principal schemes based in the United Kingdom and the United States. The two defined benefit
pension schemes operated in the United Kingdom are both
closed to further accrual. They are currently under-funded
and the latest actuarial valuation shows a deficit of approximately GBP 17 m. This obligation sits with the principal employer of the scheme, Concentric Pumps Limited. The current agreed payment schedule to the schemes to eliminate
the under-funding is GBP 2 m per year for the next three
years. Thereafter an actuarial valuation is carried out every
three years and a payment schedule agreed with the trustee
groups. It is anticipated that the deficit will be fully cleared
by 2017. In addition there are yearly expenses of GBP 0.3m
to cover both schemes. The Company does not anticipate
any problems in meeting its obligation to make these additional payments.
The defined benefit pension scheme operated in the United States (Rockford) was closed to further accrual for those
members aged under 40 on 1st January 2006, but continues
for those members that were over 40 at that date. There are
currently 129 people out of a workforce of 306 who currently still accrue service benefits under this scheme. The U.S.
scheme is also under funded and the Company makes top
payments of circa USD 1m per annum. This is expected to
continue until the scheme closes naturally when the membership drops to 50, which is expected to be in approximately 10 years time.

Concentric does not intend to provide the market with financial forecasts in the future. The Company’s objectives and
long-term strategies are outlined in “Business mission, goals
and strategies” and market estimates are outlined in “Market overview”. Based on its strategy the Company aims to
outgrow the market, via new product introductions to meet
tightening emissions regulations, and further penetration of
developing economies.
There has been no significant change in Concentric’s financial position or market position since the publication of
Concentric’s interim report for the period January – March
2011.
Recent developments indicate that the positive trend in
all Concentric’s market segments and regions shown in 2010
and the first quarter of 2011 continues. The Company experiences stable sustained demand with orders broadly matching sales.
Increasing commodity prices continue to put significant
pressure on the Group’s material cost base however, the
Group has been successful in passing through raw material
cost increases to its customer base. Global supplier capacity
is now providing a constraint to sales growth across the industry sector and in some Concentric plants but, a number
of initiatives have been launched internally and externally to provide additional supply options during the second
quarter. There is uncertainty from the impact of the earthquake in Japan, but to date this has had little or no impact
on Group activity.

Interim report
January 1 − March 31, 2011
●● Sales amounted to SEK 554 m (427). Adjusted
for exchange-rate fluctuations, sales increased
by 41 percent compared with the corresponding
period in the preceding year.
●● Earnings after tax amounted to SEK 31 m (loss:
31). Earnings per share amounted to SEK 0.70
(minus: 0.71).
●● During the first quarter, currency-adjusted sales
rose 11 percent compared with the preceding quarter. Increases were noted in all end markets and
regions. Market indices suggest a market rise of 4
percent. The introduction of new Tier 4 emissions
programs in North America and Europe together
with market share growth in India and China primarily generated the above market growth.
●● Earnings before interest and taxation (“EBIT” or
“Operating Income”) and EBIT margin amounted
to SEK 58 m (loss: 10) and 10.4 percent (minus:
2.3) respectively.
●● The Group’s net debt was SEK 248 m (448), a
year-on-year reduction of SEK 200 m. Cash flow
from operating activities remained strong and
amounted to SEK 30 m (58) for the quarter.
●● As previously announced by Haldex AB, the proposal for the spin-off of the Concentric Group
(Hydraulics Systems Division) will be presented
to the shareholders of Haldex AB at their Annual
General Meeting scheduled for 8 June 2011.

duction programs of 2009/2010 have been sustained despite
the rise in sales.
The Group continues to run on negative working capital
and generated an operating cash flow of SEK 30 m despite
the pressures of strong sales growth.”

Key business events
●● The positive trend in all Concentric’s market segments
and regions in 2010 continued into the first quarter of
2011. Inventory replenishment has been largely completed and we are experiencing stable sustained demand with
orders broadly matching sales.
●● Hire fleets replacing aging construction machinery overdue in the replacement cycle and a Tier 4 pre-buy for 56 –
130 KW off-road diesel engines, have both helped to drive
demand during the quarter.
●● Increasing commodity prices continue to put significant
pressure on the Group’s material cost base. However during the quarter, the Group has been successful via existing material escalator agreements with passing through
raw material increases to its customer base.
●● Global supplier capacity is now providing a constraint to
sales growth across the industry sector and in some Concentric plants. A number of initiatives have been launched
internally and externally and will provide additional supply options during the second quarter.
●● There is uncertainty from the impact of the earthquake
in Japan, but to date this has had little or no impact on
group activity.
●● New financing agreements have been signed during the
first quarter with a couple of banks, securing EUR 40 m
(approximately SEK 360 m) of multi-currency credit facilities for a term of 3 years. In addition, an agreement
has been made with Haldex AB’s bondholder to novate
SEK 175 m of the current bond facility to Concentric.
●● During the first quarter of 2011, Haldex AB made a capital contribution of SEK 50 m into Concentric. As a result,
the group’s closing equity was SEK 722 m, bringing the
debt:equity (“gearing”) ratio to 34 percent (69).

President and Chief Executive Officer Ian Dugan
comments on the first quarter of 2011:
“Concentric delivered strong results during the first quarter
of 2011. Robust market demand experienced during the second half of 2010, was sustained into the first quarter of 2011
with currency-adjusted sales exceeding those of the preceding quarter by 11 percent.
Orders received in the quarter that are due to be fulfilled
in the next three months, i.e. within the second quarter of
2011, were in line with the sales activity levels experienced
during the first quarter.
The strong operating performance was reflected in an
EBIT margin of 10.4 percent, up from 10.2 percent in the
fourth quarter of 2010. After adjusting for SEK 8 m of separation and duplicate corporate charges in the period, the
comparable EBIT margin for the first quarter of 2011 versus the fourth quarter of 2010 is 11.9 percent. This is positive confirmation that the benefits derived from the cost re-

Reorganization of Haldex according to the Haldex
Board’s motion of July 16, 2010
●● According to the press release of July 16, 2010, the Haldex
Board proposes a spin-off of the company whereby the
Hydraulics Systems division (Concentric) will become an
independent listed company.
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Net sales and earnings

●● The reorganization is proceeding as planned and the
Haldex Board’s motion for the spin-off of the company
will be presented to shareholders in conjunction with the
Haldex Annual General Meeting on June 8, 2011. If the
motion is adopted, Haldex shareholders will hold shares
in two separate companies instead of one.
●● Efforts to establish two group structures were essentially
completed at year-end 2010. During the first quarter of
2011, work continued on the stock exchange listing, which
is expected to take place in June 2011.
●● The date for the Haldex AGM has been postponed to June
8 to ensure that the proposed stock exchange listing can
be completed by the date for the AGM.
●● Advisor costs associated with the separation of SEK 5 m
were charged against the first quarter of 2011. These costs
consist mainly of expenses incurred in conjunction with
tax advisory services and accounting, legal expenses and
other listing costs.

Net sales amounted to SEK 554 m (427). Adjusted for exchange-rate fluctuations, sales increased by 41 percent compared with the corresponding period in the preceding year,
reflecting strong market demand across all end markets.
Operating income amounted to SEK 58 m (loss: 10) and
the operating margin was 10.4 percent (minus: 2.3). This
improvement in operating income reflects a strong contribution from the higher sales together with the realization
of those benefits derived from the cost reduction activities
undertaken in 2010. Exchange rate fluctuations and the result from currency hedging and translation effects had an
adverse year-on-year impact on consolidated operating income of SEK 8 m.
Reported operating income included the following items
affecting comparability:
●● Duplication of certain corporate costs totaling SEK 3 m
(nil) that will not feature post-separation;
●● One-off advisor costs associated with the separation of
SEK 5 m (nil); and
●● Restructuring costs of SEK nil m (23) that were expensed
as part of the cost reduction program.
Net financial expenses incurred during the period
amounted to SEK 12 m (16). These consisted mainly of interest on loans, pension liabilities and commission relating
to commitments of unutilized credit facilities.
Consolidated income before taxation amounted to
SEK 46 m (loss: 26). Earnings after taxation amounted to
SEK 31 m (loss: 31).

Concentric − first quarter of 2011
2011
Amounts in SEK m
Net sales

2010

2010

Acc.
change

Jan−Mar Jan−Mar Full year 2011/2010
554

427

1,977

30%

Operating income/loss

58

−10

109

n.a.

Earnings/loss before tax

46

−26

52

n.a.

Earnings/loss after tax

31

−31

35

n.a.

Operating margin, %

10.4

−2.3

5.5

12.7

Return on capital employed, % 1)

14.4

−6.0

8.8

20.8

The ROCE has been calculated on a rolling 12 month basis.

1) 

Taxes

Net sales per operating segment and geographic area
Jan−Mar
Amounts in SEK m

The Group’s tax expenses amounted to SEK 15 m (5), equal
to a tax rate of 32 percent for the quarter.

Currency
Nominal adjusted

2011

2010

Americas

290

229

27%

43%

Europe and the RoW

264

197

34%

40%

Group

554

427

30%

41%

Cash flow

Sales by operating segment

Cash flow from operating activities remained strong and
amounted to SEK 30 m (58), despite the pressures of strong
sales growth and the refinancing of certain inter-company
balances with Haldex, totalling SEK 13 m for the quarter.
This is primarily due to strong management of working capital, which remains negative.

Sales by customer location −
geographic area
USA

288

221

30%

44%

Germany

85

69

23%

33%

UK

52

39

33%

44%

Sweden

37

29

28%

31%

Other

92

69

33%

43%

Group

554

427

30%

41%

Investments
The Group’s net investments totaled SEK 13 m (minus: 4), of
which capitalized development costs accounted for SEK 1 m
(2). The comparative net investments for the first quarter of
2010 were distorted by minus: 9 m (nil), derived from the
proceeds for U.S. equipment leases finalized in the period.
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Financial position

Sales amounted to SEK 290 m (229). Adjusted for exchange
rates, sales increased 43 percent compared with the corresponding period in the preceding year.
Operating income and operating margin amounted to
SEK 30 m (4) and 10.2 percent (1.6) respectively. The comparative operating income for the first quarter of 2010 included restructuring costs of SEK 17 m in respect of the
merger of two of the Group’s production units in the US.
Adjusting for these costs, the earnings improvement in the
first quarter of 2011 can be attributed to both the increase in
sales volumes as well as the realization of benefits derived
from the cost reduction program undertaken.

During the first quarter of 2011, Haldex AB made a capital contribution of SEK 50 m into Concentric. The impact
of several currencies weakening against the SEK over the
12 months has also reduced the Group’s net debt year-onyear by SEK 36 m. The combined impact of the capital contribution, currency fluctuations and strong cash flow has decreased the Group’s net debt to SEK 248 m (448) by the end
of the period. Cash and cash equivalents totaled SEK 273 m
(255). Excess cash balances reflect the current cash pooling
arrangements with Haldex AB.
New financing agreements have been signed during the
first quarter with a couple of banks, securing EUR 40 m (approximately SEK 360 m) of multi-currency credit facilities
for a term of 3 years. In addition, an agreement has been
made with Haldex AB’s bondholder to novate SEK 175 m of
the current bond facility to Concentric. These new facilities,
together with the excess cash balances, will be used to settle all inter-company funding arrangements with Haldex AB
on separation.
Shareholders’ equity amounted to SEK 722 m (646), resulting in a gearing ratio of 34 percent (69).
During the period, the Group’s financial expenses primarily consisted of interest payments on loans, pension liabilities and commission pertaining to commitments of unutilized credit facilities.

Europe & RoW
2011
Amounts in SEK m
Net sales
Operating income/loss

Net sales

2010
229

27%

4

650%

Operating margin, %

10.2

1.6

8.6

Return on capital employed, % 1)

19.1

2.6

16.5

34%

−14

n.a.

Operating margin, %

12.5

−6.9

19.4

Return on capital employed, % 1)

11.5

−15.9

27.4

The increase in demand seen in all the Group’s market segments and regions during 2010 has continued for the first
quarter of 2011. Demand for all products has been particularly strong, driven by rising commodity prices, global infrastructure growth and new emission requirements for offhighway vehicles, applicable from both January 1, 2011 and
January 1, 2012.
The market information pertaining to diesel engines detailed below is based on statistics from Power Systems Research. The market information pertaining to hydraulics
products detailed below is based on statistics from Off-Highway Research for construction equipment and the International Truck Association for lift trucks.
Applying the market information below to the mix of
Concentric’s end-use sectors suggests a blended headline
market growth rate of 4 percent compared to the preced-

Change

30

197

33

Market

Jan−Mar 2011/2010

290

Operating income

264

Sales amounted to SEK 264 m (197). Adjusted for exchange
rates, sales increased by 40 percent compared with the corresponding period in the preceding year.
Operating income and operating margin amounted to
SEK 33 m (loss: 14) and 12.5 percent (minus: 6.9) respectively. The comparative operating income for the first quarter of
2010 included restructuring costs of SEK 6 m in respect of
personnel cutbacks that were implemented at the Group’s
plant in Hof, Germany. Adjusting for these costs, the earnings improvement in the first quarter of 2011 can be attributed to both the increase in sales volumes as well as the realization of benefits derived from the cost reduction program
undertaken.

Americas
2011

Change

The quarterly ROCE has been calculated on a rolling 12 month basis.

Operating segments are reported in a manner that matches
how internal reporting is submitted to the Group's highest
executive decision-maker. The Group has divided its operations into two reporting segments, the Americas and Europe
and the Rest of the World (RoW), considering that it is at this
level that the Group's earnings are monitored and strategic
decisions are made.
The Americas segment comprises the Group's operations in the USA. The Europe & RoW segment comprises
the Group's operations in Europe, India and China.
The evaluation of an operating segment's earnings is
based on operating income or EBIT.
Assets and liabilities not allocated to segments are financial assets and liabilities.

Jan−Mar

2010

Jan−Mar 2011/2010

1) 

Segment reporting

Amounts in SEK m

Jan−Mar

The quarterly ROCE has been calculated on a rolling 12 month basis.

1) 

3
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ing quarter. As noted earlier, the introduction of new Tier 4
emissions programs in North America and Europe together
with market share growth in India and China primarily generated the above market growth.

year during the first quarter of 2011 and was slightly ahead
of the fourth quarter of 2010.
In Europe, production of diesel engines for the construction market rose by 22 percent year-on-year during the first
quarter of 2011 and by approximately 25 percent when compared to the fourth quarter of 2010.
From a hydraulics products perspective, the European
construction market increased by 17 percent year-on-year
during the first quarter of 2011 but was slightly down compared to activity levels in the fourth quarter of 2010, primarily as a result of re-stocking being completed in 2010.

Industrial applications
The production rate of diesel engines for the North American industrial applications market was slightly higher yearon-year during the first quarter of 2011 and when compared
to the fourth quarter of 2010.
From a hydraulics products perspective, the North American lift truck market increased by 37 percent year-on-year
during the first quarter of 2011 but was approximately 15 percent down compared to activity levels in the fourth quarter
of 2010, primarily as a result of re-stocking being completed in 2010.
In Europe, production of diesel engines for the industrial applications market rose by 21 percent year-on-year during the first quarter of 2011 and by approximately 24 percent
when compared to the fourth quarter of 2010.
From a hydraulics products perspective, the European
lift truck market increased by 7 percent year-on-year during
the first quarter of 2011 but was slightly down compared to
activity levels in the fourth quarter of 2010.

Employees
There were 1,191 (1,683, of which 579 relate to the operation
in Qingzhou, China divested in the second quarter of 2010)
employees at the close of the period.

Significant risks and uncertainties
A number of factors affect or may in the future affect the operations of Concentric, both those directly related to Concentric and those that relate indirectly. Some of the risk factors
considered significant to Concentric’s future development
are summarised below, in no relative order:
●● Industry and market risks (Impact of the economy, Competition and price pressure, Customers, Raw materials
and prices of raw materials),
●● Operational risks (Production, Product development,
Complaints, products recalls and product liability, Human
capital risk, Restructuring),
●● Legal risks (Legislation and regulation, Intellectual property rights, Environmental risks, Tax risks, Disputes),
●● Financial risks (Financing risk, Interest rate risk, Exchange rate risks, Credit risk, Changes in value of fixed
assets), and
●● Stock market risks (Share price, Increased expenses as an
independent listed company, Future dividends).

Trucks
In North America, the combined production of diesel engines for light, medium and heavy trucks rose by 27 percent year-on-year during the first quarter of 2011. Production was approximately 12 percent higher than in the fourth
quarter of 2010.
In Europe, production for medium and heavy trucks rose
by 55 percent year-on-year during the first quarter of 2011.
Production was approximately 29 percent higher than in the
fourth quarter of 2010.

Agricultural equipment

Forward-looking information

The production rate of diesel engines for the North American agricultural market was flat year-on-year during the first
quarter of 2011 and when compared to the fourth quarter
of 2010.
The production rate in Europe increased by 15 percent
year-on-year during the first quarter of 2011 and was approximately 18 percent higher compared to the fourth quarter of 2010.

This report contains forward-looking information in the
form of statements concerning the outlook for Concentric’s
operations. This information is based on the current expectations of Concentric’s management, as well as estimates
and forecasts. The actual future outcome could vary significantly compared with the information provided in this report, which is forward-looking, due to such considerations
as changed conditions concerning the economy, market and
competition.

Construction equipment
The production rate of diesel engines for the North American construction market increased by 7 percent year-on-year
during the first quarter of 2011 and was slightly ahead of the
fourth quarter of 2010.
From a hydraulics products perspective, the North American construction market increased by 10 percent year-on-

Related-party transactions
Other than those transactions with the wider Haldex AB
group, no transactions have been carried out between Concentric and related parties that had a material impact on the
company’s financial position and results.
4
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Acquisitions and divestments

policy has been established for these business combinations
as IFRS is currently silent on the treatment of those transactions.
The combined financial statements included in this interim report are based on the uniting of interests model (predecessor accounting). This method requires that the assets
and liabilities of the combining entities are presented using
the book values for the highest level of common control (i.e.
Haldex AB) for which financial statements are prepared and
the transaction is presented and as if it had taken place at
the beginning of the earliest period presented (i.e. comparatives are restated).
All transactions and balances between entities included
in the combined financial statements within this interim report are eliminated.

There were no acquisitions or divestments in the period.
However, the comparative period in 2010 includes the operation in Qingzhou, China which was divested in the beginning of the second quarter of 2010. In the first quarter of
2010 the total sales of the Qingzhou operation amounted to
SEK 8 m and recorded an operating loss of SEK 4 m.

Parent company
The parent company, Concentric AB, was formed in November 2010. As part of the restructuring of the Haldex Group,
Concentric AB has acquired Hydraulics operations in Europe, India and Hong Kong from Haldex in 2010 and Hydraulics operation in the USA in March of 2011.

Basis of Preparation & Accounting policies

Other

This interim report for the Concentric AB group is prepared
in accordance with IAS 34 Interim Financial Reporting and
the Swedish Financial Reporting Board’s RFR 1 Supplementary Accounting Rules for Groups and for the parent company with RFR 2 Accounting for legal entities.
The basis of accounting and the accounting policies
adopted in preparing this interim report are consistent for
all periods presented and comply with those policies stated
in the 2010 annual report for Haldex AB. The combined financial statements of Concentric AB Group that are included in this interim report are based on the predecessor values of the consolidated accounts of the Haldex AB Group.
As noted above, the Concentric AB Group has been established during 2010. The acquisitions of the subsidiaries
are common control transactions; therefore an accounting

Because of rounding off, the figures do not always tally when
added together.

Events after the balance-sheet date
There were no post balance sheet events to report.

Future reporting dates
Interim report January – June 2011
Interim report January – September 2011
Full year report 2011

July 20, 2011
October 19, 2011
February, 2012

Stockholm, April 29, 2011
Concentric AB
Ian Dugan
President and CEO

For further information, please contact
Ian Dugan, President and CEO, David Bessant, CFO, or
Lena Olofsdotter, SVP Corporate Communications,
at Tel. +46 8 545 049 50 E-mail: info@concentricab.com

Corporate Registration Number 556828-4995
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Review report
We have reviewed this report for the period 1 January – 31
March 2011 for Concentric AB. The board of directors and the
CEO are responsible for the preparation and presentation of
this interim report in accordance with IAS 34 and the Swedish Annual Accounts Act. Our responsibility is to express a
conclusion on this interim report based on our review.
We conducted our review in accordance with the Swedish Standard on Review Engagements SÖG 2410, Review of
Interim Report Performed by the Independent Auditor of
the Entity. A review consists of making inquiries, primarily of persons responsible for financial and accounting matters, and applying analytical and other review procedures. A
review is substantially less in scope than an audit conduct-

ed in accordance with International Standards on Auditing,
ISA, and other generally accepted auditing standards in Sweden. The procedures performed in a review do not enable us
to obtain assurance that we would become aware of all significant matters that might be identified in an audit. Accordingly, we do not express an audit opinion.
Based on our review, nothing has come to our attention
that causes us to believe that the interim report is not prepared, in all material respects, in accordance with IAS 34
and the Swedish Annual Accounts Act, regarding the Group,
and with the Swedish Annual Accounts Act, regarding the
parent company.

Stockholm, April 29, 2011
Öhrlings PricewaterhouseCoopers AB
Michael Bengtsson
Authorised Public Accountant
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Combined income statement, first quarter

Jan−Mar
2011

Amounts in SEK m
Net sales

2010

554

427

−410

−336

Gross income

144

91

Selling expenses

−19

−19

Administrative expenses

−42

−43

Product development expenses

−14

−13

Other operating income and expenses

−10

−26

58

−10

Cost of goods sold

Operating income/loss
Financial income and expense
Earnings/loss before tax
Taxes

−12

−16

46

−26

−15

−5

Net income/loss for the year

31

−31

of which non controlling interest

−

Earnings per share before and after dilution, SEK 1)
Average number of shares (000) 1)
1)

−1

0.70

−0.71

44,216

44,216

Concentric AB's average number of shares assumes a 1:1 ratio to the current number of shares issued of Haldex AB.

Combined statement of comprehensive income

Jan−Mar
Amounts in SEK m
Net profit/loss

2011

2010

Apr 2010−
Mar 2011

Full year
2010

31

−31

97

35

Other comprehensive income/loss
Foreign currency translation difference

−58

−22

−102

−66

Total other comprehensive income/loss

−58

−22

−102

−66

Total comprehensive income/loss

−27

−53

−4

−31
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Combined balance sheet

Mar 31
2011

Mar 31
2010

Dec 31
2010

Goodwill

470

542

494

Other intangible fixed assets

405

498

432

Tangible fixed assets

184

258

200

Financial fixed assets − loans

−

174

−

Financial fixed assets − others

7

6

7

Deferred tax assets

−

34

60

1,065

1,512

1,193

Inventories

186

159

181

Current receivables

291

285

253

1

2

1

273

255

257

Amounts in SEK m

Total fixed assets

Derivative instruments
Cash and cash equivalents
Total current assets

751

701

692

1,817

2,213

1,885

Total shareholders' equity

722

646

699

Pensions and similar obligations

116

136

126

60

147

131

Long-term interest-bearing liabilities 1)

−

581

−

Other long-term liabilities

8

8

8

184

873

265

Total assets

Deferred taxes

Total long-long term liabilities
Derivative instruments
Short-term loans 1)

1

1

1

405

160

442

Current operating liabilities

504

534

478

Total current liabilities

911

694

921

Total liabilities and shareholders' equity
1)

 ll inter-company loans payable have been classified as short-term loans as at 31 December 2010 and 31 March 2011 to reflect that these will all be repaid in June 2011, following
A
the separation from Haldex AB and the refinancing of the Concentric Group.

8
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Combined changes in shareholders' equity

Amounts in SEK m
Opening balance
Change in minority share of shareholders equity
Total comprehensive income
Value of employees' services
Net investment
Closing balance

Mar 31
2011

Mar 31
2010

Dec 31
2010

699

705

705

−

−

−

−27

−53

−31

−

−

1

50

−6

25

722

646

699
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Combined cash flow statement

Apr 2010−
Mar 2011

Jan−Mar
Amounts in SEK m

2011

2010

2011

2010

Operating income

58

−10

176

109

Reversal of depreciation and amortization

18

23

96

101

Interest paid

−7

−9

−30

−33

−

−

19

19

−20

−9

−64

−52

49

−5

198

144

Capital loss on sale of shares in subsidiaries
Taxes paid
Cash flow from operating activities before changes in working capital
Change in working capital
Cash flow from operating activities

63

−21

60

30

58

177

204

Net investments

−13

4

−34

−17

Cash flow from investing activities

−13

4

−34

−17

Capital contribution
Change in loans
Change in long-term receivables

50

−

50

−

−37

−23

−319

−305

−

−

174

174

Cash flow from financing activities

13

−23

−95

−131

Cash flow for the period

30

38

47

56

Cash and bank assets, opening balance

257

217

255

217

Exchange-rate difference in cash and bank assets

−14

−

−29

−16

Cash and bank assets, closing balance

273

255

273

257

10

52

−19

Key figures

Jan−Mar

Full year

2011

2010

Apr 2010−
Mar 2011

30

6

47

41

EBITDA margin before items affecting comparability, %

15.1

8.5

14.2

12.7

EBITDA margin, %

13.7

3.1

12.9

10.6

Operating margin before items affecting comparability, %

11.9

3.0

9.6

7.6

Operating margin, %

10.4

−2.3

8.4

5.5

1,243

1,349

1,243

1,267

Return on capital employed before items affecting comparability, % 1)

16.5

−1.5

16.5

12.1

Return on capital employed, % 1)

14.4

−6.0

14.4

8.8

−26

−90

−26

−44

−1.2

−6.3

−1.2

−2.2

248

448

248

312

34

69

34

45

Amounts in SEK m
Sales growth, %

Capital Employed, SEK m

Working Capital, SEK m
Working capital as a % of annual sales 1)
Net Debt, SEK m
Debt/equity ratio, %

2010

1) Calculated on a rolling 12 month basis
Share data
Earnings per share, SEK 1)

0.70

−0.71

2.20

0.79

Average no. of shares (000) 1)

44,216

44,216

44,216

44,216

Numbers of shares at period-end (000) 1)

44,216

44,216

44,216

44,216

1)

Concentric AB's average number of shares assumes a 1:1 ratio to the current number of shares issued of Haldex AB.
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Combined income statement, by type of cost, first quarter

Jan−Mar
2011

Amounts in SEK m
Net sales

427

Direct material costs

−290

−209

Personnel costs

−117

−114

Depreciation, amortization and impairment losses

−18

−23

Other operating income and expenses

−71

−90

58

−10

−12

−16

46

−26

Operating income/loss
Financial income and expense
Earnings/loss before tax
Taxes
Net income/loss for the year
of which non controlling interest

12

54

2010

554

−15

−5

31

−31

−

−1

Combined income statement,
rolling 12 month basis & full year
Apr 2010−
Mar 2011

Amounts in SEK m
Net sales
Cost of goods sold
Gross income
Selling expenses

Full year
2010

2,104

1,977

−1,579

−1,505

525

472

−84

−84

−149

−150

Product development expenses

−75

−73

Other operating income and expenses

−40

−56

Operating income/loss

176

109

Financial income and expense

−52

−56

Earnings/loss before tax

124

52

Taxes

Administrative expenses

−27

−17

Net income/loss for the year

97

35

of which non controlling interest

−

−1

Earnings per share before and after dilution, SEK 1)
Average number of shares (000) 1)
1)

2.2

0.79

44,216

44,216

Concentric AB's average number of shares assumes a 1:1 ratio to the current number of shares issued of Haldex AB.

Combined income statement by type of cost,
rolling 12 month basis & full year
Amounts in SEK m
Net sales

Apr 2010−
Mar 2011

Full year
2010

2,104

1,977

−1,046

−964

−486

−484

−96

−101

−300

−319

176

109

Financial income and expense

−52

−56

Earnings/loss before tax

124

52

Taxes

−27

−17

97

35

−

−1

Direct material costs
Personnel costs
Depreciation and amortization
Other operating income and expenses
Operating income/loss

Net income/loss for the year
of which non controlling interest
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Combined quarterly report

Amounts in SEK m
Net sales

2011
Q1

2010
Q1

Q2

Q3

Q4

Full year
2010

554

427

493

537

520

1,977

−410

−336

−372

−396

−401

−1,505

Gross income

144

91

121

141

119

472

Selling expenses

−19

−19

−21

−30

−14

−84

Administrative expenses

−42

−43

−45

−28

−34

−150

Product development expenses

−14

−13

−12

−32

−16

−73

Other operating income and expenses

−10

−26

−25

−3

−2

−56

58

−10

17

48

53

109

−12

−16

−14

−13

−13

−56

46

−26

3

35

40

52

−15

−5

−1

−20

8

−17

31

−31

3

15

48

35

−

−1

−

−

−

−1

2011
Q1

2010
Q1

Q2

Q3

Q4

Full year
2010

Earnings per share, SEK

0.70

−0.71

0.06

0.34

1.09

0.79

Operating margin, %

10.4

−2.3

3.5

9.0

10.2

5.5

Return on capital employed, % 1)

14.4

−6.0

−2.1

2.9

8.8

8.8

13

−4

12

−2

11

17

2.6

3.0

2.5

6.0

3.1

3.7

1,146

1,511

1,364

1,339

1,279

1,264

Cost of goods sold

Operating income/loss
Financial income and expense
Earnings/loss before tax
Taxes
Net income/loss for the year
Of which non controlling interest

Key figures by quarter

Amounts in SEK m

Investments
R&D, %
Number of employees, average
1)

The ROCE has been calculated on a rolling 12 month basis.
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Segment reporting

2011
Q1

2010
Q1

Q2

Q3

Q4

Full year
2010

290

229

272

302

264

1,068

30

4

23

8

27

62

10.2

1.6

8.5

2.8

10.3

5.8

Assets

687

855

880

813

723

723

Liabilities

270

375

430

408

295

295

19.1

2.6

6.1

7.5

13.1

13.1

Net investments

2

−6

5

0

−3

−4

Depreciation, amortization and impairment losses

7

8

9

22

9

48

422

410

414

423

417

417

264

197

221

235

256

909

33

−14

−6

40

26

47

12.5

−6.9

−2.5

17.0

10.0

5.1

1,126

1,152

1,161

1,085

1,156

1,156

438

839

765

803

523

523

11.5

−15.9

−8.5

−1.0

5.7

5.7

Net investments

11

2

6

−1

14

21

Depreciation, amortization and impairment losses

11

15

14

13

11

53

724

1,101

950

916

862

862

−

Amounts in SEK m
Americas
Net sales
Operating income/loss
Operating margin, %

Return on capital employed, % 1)

Number of employees, average
Europe & RoW
Net sales
Operating income/loss
Operating margin, %
Assets
Liabilities
Return on capital employed, % 1)

Number of employees, average
Not broken down by segments
Operating income/loss 2)

−5

−

−

−

−

3

255

38

11

5

5

387

353

126

43

368

368

554

427

493

537

520

1,977

58

−10

17

48

53

109

10.4

−2.3

3.5

9.0

10.2

5.5

Assets

1,817

2,213

2,080

1,909

1,885

1,885

Liabilities

1,095

1,597

1,321

1,254

1,186

1,186

14.4

−6.0

−2.1

2.9

8.8

8.8

Net investments

13

−4

12

−2

11

17

Depreciation, amortization and impairment losses

18

23

23

35

20

101

1,146

1,511

1,364

1,339

1,279

1,279

Assets
Liabilities
Group
Net sales
Operating income/loss
Operating margin, %

Return on capital employed, % 1)

Number of employees, average
1)

The ROCE has been calculated on a rolling 12 month basis

2)

Unallocated costs for the first quarter 2011 of SEK 5 m (nil) relate to one-off advisor costs associated with the separation.
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Operating income/loss (EBIT) per operating segment

Amounts in SEK m

2011
Q1

2010
Q1

Q2

Q3

Q4

Full year
2010

Americas

30

4

23

8

27

62

Europe & RoW

33

−14

−6

40

26

47

Unallocated 1)

−5

0

0

0

0

0

Total operating income/loss (EBIT)

58

−10

17

48

53

109

−12

−16

−14

−13

−13

−56

46

−26

3

35

40

52

Financial net
Earnings/loss before tax

Unallocated costs for the first quarter 2011 of SEK 5 m (nil) relate to one-off advisor costs associated with the separation.

1) 

Sales by customer location − geographic area

Amounts in SEK m
USA

2011
Q1

2010
Q1

Q2

Q3

Q4

Full year
2010

288

221

267

295

267

1,050

Germany

85

69

69

80

75

293

UK

52

39

45

40

49

173

Sweden

37

29

33

31

39

132

Other

92

69

79

91

90

329

554

427

493

537

520

1,977

Total Group

Tangible assets by operating location

2011
Q1

2010
Q1

Q2

Q3

Q4

Full year
2010

USA

78

109

115

92

91

91

Germany

38

51

47

43

41

41

UK

31

29

31

28

31

31

Sweden

14

19

18

17

17

17

Other

23

50

25

22

20

20

184

258

236

202

200

200

Amounts in SEK m

Total Group
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Parent company’s income statement

Jan−Mar
Amounts in SEK m
Net sales

2010

2010

−

−

−

−

−

−

−

−

−

Operating costs

−8

Operating income/loss

−8

Financial income and expense

Full year

2011

−

−5

Earnings/loss before tax

−13

Taxes

−

4

Net income/loss for the year

−9

17
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Parent company’s balance sheet

Mar 31
2011

Mar 31
2010

Dec 31
2010

947

−

649

4

−

−

Total fixed assets

951

−

649

Intercompany receivables

Amounts in SEK m
Financial fixed assets
Deferred tax assets

121

−

−

Derivative instruments

−

−

−

Cash and cash equivalents

−

−

−

121

−

−

1,072

−

649

672

−

343

−

−

−

392

−

306

Total current assets
Total assets
Total Shareholders' equity
Derivative instruments
Short-term loans
Current operating liabilities
Total current liabilities
Total liabilities and shareholders' equity

18

60

8

−

−

400

−

306

1,072

−

649

Board of Directors, senior management
and auditor
Board of Directors

Concentric’s Board consists of six members, elected by the
2011 Annual General Meeting until the end of the 2012 Annual General Meeting. Pursuant to requirements of the Swedish
Corporate Governance Code (the “Code”), more than half
of the members of the Board elected by the General Meeting must be independent of the Company and senior management. In addition, at least two of those Board members
must be independent of the Company’s major shareholders
(for additional information on the independence require-

ment, see “Composition and independence” on page 112).
Five of Concentric’s Board members are independent of the
Company and senior management and four of them are independent of major Shareholders. The Board members have
previous sector and listed environment experience with four
members having either been Board members and/or CEO/
CFO of Swedish listed companies, four members having had
relevant industry specific experience for Concentric and five
members having manufacturing sector experience.

Composition of the Board of Directors 2011/2012

Name

Position

Independent of
the Company and
management

Stefan Charette 1)

Chairman

Yes

No

44,825

44,825

Marianne Brismar

Director

Yes

Yes

11,000

11,000

Kenth Eriksson

Director

Yes

Yes

20,000

20,000

Joakim Olsson

Director

No

Yes

38,221

38,221

Martin Sköld

Director

Yes

Yes

400

400

Claes Magnus Åkesson

Director

Yes

Yes

2,000

2,000

1)
2

Independent
of major
shareholders

Number of
Shares in
Haldex1)

Entitled to number
of shares in
Concentric2)

Own and related parties’ shareholding as at May 17,2011. Stefan Charette’s holding also include shares held through pensions and endowment insurances

 rovided that the Annual General Meeting in Haldex on 8 June 2011 resolves to distribute all the shares in Concentric to the shareholders of Haldex, every share held in Haldex on
P
the record date for the distribution will entitle to one share in Concentric.

Stefan Charette, born 1972

Marianne Brismar, born 1961

Chairman and member of the Board since 2010.
Principal education: M.Sc. Mathematical Finance and B.Sc.
Electrical Engineering.
Work experience: Stefan Charette is the CEO of the public
investment company Investment AB Öresund. Öresund typically invests in public companies that face transformation
and work alongside management and other stakeholders to
deliver shareholder value. Stefan has experience in transforming underperforming international corporations to best
in class profitability, including public industrial conglomerate Custos and construction equipment manufacturer Brokk.
Stefan began his career in the financial services industry at
Salomon Smith Barney and Lehman Brothers.
Other current assignments/positions: CEO and Board
member of Investment AB Öresund. Chairman of NOTE
AB, Global Batterier AB and Athanase Capital Partners AB.
Board member of Haldex AB and Bilia AB.
Previous assignments/positions in the past five
years: President and Board member of AB Custos and
Brokk AB. Board member of HQ Bank AB.
Holding in Haldex:1) 44,825 shares.
Independent in relation to the Company and senior
management, but not in relation to major shareholders.

Member of the Board since 2010.
Principal education: M.Sc. Pharmacy and B.Sc. Business
Administration.
Work experience: Marianne Brismar was the CEO of fork
lift truck manufacturer Atlet AB between 1995 and 2007.
Prior to that, Marianne held several other positions within the Atlet group during eight years. Atlet designs, manufactures, sells and services fork lift trucks for internal material handling, with financial services to the customers also
being a considerable part of the operations. The Atlet group
was sold to Nissan Material Handling in 2007, upon which
Marianne was appointed Special Advisor to Nissan Material
Handling for a twelve-month period. Today Marianne serves
a professional Board member of various Swedish companies.
Other current assignments/positions: Senior Partner and
Chairman of Intercept AB. Board member of Beijer Alma AB,
Engelhardt AB, IMEGO AB and Semcon AB.

Provided that the Annual General Meeting in Haldex on June 8, 2011 resolves to distribute all the shares in Concentric to the shareholders of Haldex, each share held
in Haldex on the record date for the distribution will entitle to one share in Concentric.

1) 
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Previous assignments/positions in the past five years: CEO
of Atlet AB. Board member of Eton Systems AB, EcoBoråstapeter AB, Ernströmgruppen AB, Gunnebo Industrier
AB, Atlet AB, KMT AB and Geveko AB.
Holding in Haldex:1) 11,000 shares.
Independent in relation to the Company and senior management, as well as in relation to major shareholders.

Kenth Eriksson, born 1961
Member of the Board since 2010.
Principal education: M.Sc. Civil Engineering and MBA.
Work experience: Kenth Eriksson is co-founder and partner at Itum Invest AB, a Swedish investment company with
focus on small and medium sized companies. Between 2001
and 2006, Kenth co-founded and built a leading Nordic
BPO business under the name Tradimus AB. Before that,
Kenth spent 15 years in different positions at AB Electrolux.
After having worked in manufacturing as well as sales and
marketing, and been based in 5 different countries, Kenth
left Electrolux in 2000 from a position as Vice President
and Head of Business Area Refrigeration in Electrolux’s
European household appliances operations.
Other current assignments/ positions: Partner of Itum
Invest AB. Board member of Transportes Azkar, S.A., Prenax
Global AB, Technology Nexus AB and Satpoint AB.
Previous assignments/positions in the past five years: CEO
of Tradimus AB. Board member of Aditro Group AB.
Holding in Haldex:1) 20,000 shares.
Independent in relation to the Company and senior management, as well as in relation to major shareholders.

Joakim Olsson, born 1965
Member of the Board since 2010.
Principal education: M.Sc. Mechanical Engineering and
MBA.
Work experience: Joakim Olsson is the President and CEO
of Haldex since 2005. Before joining Haldex, Joakim held
several positions within the ABB group, including assignments in Sweden and the United States, CEO of ABB’s transformers operations in Germany, Group Senior Vice President
ABB Ltd. (Switzerland) Head of the global Transformer
Business Area and President and CEO of ABB Brazil.
Other current assignments/positions: President and
CEO of Haldex. Board member of Semcom AB, the
Association of Swedish Engineering Industries (Föreningen
Teknikföretagen i Sverige) and the Confederation of Swedish
Enterprise (Svenskt Näringsliv).
Previous assignments/positions in the past five years: None
Holding in Haldex:1) 38,221 shares.
Independent in relation to major shareholders, but not in
relation to the Company and senior management.

Martin Sköld, born 1973
Member of the Board since 2010.
Principal education: PhD Business Administration, MSc
Industrial Management and Business Administration, and
BSc Innovation Engineering.
Work experience: Martin Sköld has spent 10 years of
r esearch at Stockholm School of Economics, where his
research interests are focused on strategic change processes when implementing radically new product development
and technology strategies in industrial groups and networks. Most of his research is carried out in international
automotive firms, OEMs and suppliers. Martin’s present
assignments are divided between IFL Executive Education
at Stockholm School of Economics (as a business director for
the General Management program portfolio) and research
and education at Stockholm School of Economics. Before
his academic career, Martin also worked during 7 years in
family firm businesses; BRIAB, a manufacturer of trailers
for the heavy truck industry, and Trailereffekter AB, a whole
sale dealer for heavy trailer spares parts.
Other current assignments/positions: PhD, Assistant
Professor, Innovation and Operations Management,
Stockholm School of Economics, IFL, Executive Education
at Stockholm School of Economics, Business Responsible
General Management Portfolio. Chairman of Framtidsbolaget
AB and Scandinavian Management Research and Consulting
Group AB.
Previous assignments/positions in the past five years:
Research associate of the Stockholm School of Economics.
Holding in Haldex:1) 400 shares
Independent in relation to the Company and senior management, as well as in relation to major shareholders.

Claes Magnus Åkesson, born 1959
Member of the Board since 2010.
Principal education: B.Sc. Business Administration.
Work experience: Since 1998, Claes Magnus Åkesson is the
CFO of listed residential developer JM AB, which has undergone a major transition from a diverse construction and real
estate company into Scandinavia’s leading residential developer and where the capital and cash flow perspective has
been an important aspect in this development. Claes Magnus
also has broad international experience from different treasury and controller positions at Ericsson between 1987 and
1998, including assignments in Hungary and Malaysia.
Other current assignments/positions: CFO of JM AB and
several Board assignments within the JM group.
Previous assignments/positions in the past five years:
Several Board assignments within the JM group.
Holding in Haldex:1) 2,000 shares.
Independent in relation to the Company and senior management, as well as in relation to major shareholders.

Provided that the Annual General Meeting in Haldex on June 8, 2011 resolves to distribute all the shares in Concentric to the shareholders of Haldex, each share held
in Haldex on the record date for the distribution will entitle to one share in Concentric.

1) 
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Senior management
Senior executives
Ian Dugan
President and CEO

David Bessant
CFO (also Head of
IR and IT)

Len Mason
Head of region
Americas

David Woolley
Head of region
Europe and RoW

David Williams
Head of Engine
Engineering &
Development

Bill Pizzo
Head of Hydraulics
Engineering &
Development

Melissa Dunn
Head of HR

Brian Nelson
Head of Strategy

Ian Dugan, born 19562)

Len Mason, born 1953

President and CEO since 2008.
Principal education: Engineering degree and MBA.
Work experience: Ian Dugan spent 15 years with UK listed
Glynwed plc and BTR plc, his last role was as head of BTR Silvertown (8 divisions, polymer products). From 1997 Ian lead
private equity-backed Serck Heat Transfer to exit in 2000
and from 2001 he ran French listed group Alstom’s UK rail
transport service business. In 2002 Ian returned to private
equity to lead Concentric.
Other current assignments/positions (outside Concentric): None.
Previous assignments/positions in the past five years: CEO
of Concentric Plc.
Holding in Haldex:1) 16,000 shares.

Head of region Americas since 2010.
Principal education: Higher National Diploma Mechanical
Engineering.
Work experience: Len Mason has 40 years of experience of
the business and the market for vehicle components. Since
1992 Len has held senior positions in the UK and the U.S.
Concentric companies. Previous positions include the post of
Sales and Marketing Director at Magneti Marelli and Product
Marketing Mangager at Lucas Industries.
Other current assignments/positions (outside Concentric): None.
Previous assignments/positions in the past five years: Vice
President and Head of Engine Business Unit of Haldex.
Holding in Haldex:1) 10,000 shares.

David Bessant, born 1971
CFO of since 2010 (also Head of IR and IT).
Principal education: B.Sc. Accountancy and Financial
Analysis.
Work experience: David Bessant has more than 7 years of
experience from listed and private equity financed multinational groups in the same sector as Concentric. David has
also spent over 10 years at KPMG (Audit and Advisory), in
his last role as Senior Manager. Other previous assignments
include Group Financial Controller at Wagon Plc and Group
Financial Controller at TMD.
Other current assignments/ positions (outside Concentric): None.
Previous assignments/positions in the past five years: Group
Financial Controller of Wagon Plc (2007 – 2009) and TMD
Friction (2004 – 2007). Board Member of several subsidiaries to Wagon Plc.
Holding in Haldex:1) 11,000 shares.

David Woolley, born 1962
Head of region Europe and RoW since 2010.
Principal education: B.Sc. Metals Technology, BTR Diploma of Executive potential, Post Graduate Diploma in Management Studies, TEC and Higher TEC in Material Technology.
Work experience: David Woolley has long experience of
Concentric’s business and was Managing Director of the
subsidiary Concentric Ltd from 2002 until Haldex acquired
Concentric plc. Subsequently David has also been responsible for the business with respect to diesel engine pumps in
the UK and India.
Other current assignments/positions (outside Concentric): Non-executive Director of Investors in Excellence.
Previous assignments/positions in the past five years: Managing Director Engine Pumps UK and India of Haldex Concentric Pumps Ltd. Managing Director of Concentric Ltd.
Holding in Haldex1): 11,000 shares.

Provided that the Annual General Meeting in Haldex on June 8, 2011 resolves to distribute all the shares in Concentric to the shareholders of Haldex, each share
held in Haldex on the record date for the distribution will entitle to one share in Concentric.

1) 

2)

Ian Dugan has announced that he will be stepping down after the listing, but not until a successor has been appointed (however, no later than in January 2012).
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David Williams, born 1964
Head of Engine Engineering & Development since 2008.
Principal education: M.Sc. Engineering Business Management and B.Eng. Mechanical Engineering.
Work experience: David Williams worked as Group Technical Director at Concentric plc from 2006 until Haldex acquired the company in 2008. Previous positions include the
post of Director of Engineering at Dana Automotive Systems.
Other current assignments/positions (outside Concentric): None.
Previous assignments/positions in the past five
years: Group Technical Director of Concentric Plc. Director of Engineering of Dana Automotive Systems.
Holding in Haldex:1) 3,500 shares.

Bill Pizzo, born 1967
Head of Hydraulics Engineering & Development since 2007.
Principal education: B.Sc. Mechanical Engineering and
MBA.
Work experience: Bill Pizzo has been General Manager of
Chicago Panel & Truss and before that held senior positions
at Amtec Precision and Molded Products, SPX – Filtran and
Illinois Tool Works.
Other current assignments/positions (outside Concentric): None.
Previous assignments/positions in the past five years:
General Manager of Chicago Panel & Truss.
Holding in Haldex:1) 2,500 shares.

Melissa Dunn, born 1967
Head of HR since 2007.
Principal education: B.Sc. Business Management and Communications.
Work experience: Melissa Dunn was Vice President of
Human Resources at BHCCU in the United States from
2003 until being employed by Haldex in 2007. Prior to that,
Melissa held various senior HR management positions at
Kerry Inc during more than 10 years.
Other current assignments/positions (outside Concentric): None.
Previous assignments/positions in the past five years: Vice
President of Human Resources of BHCCU.
Holding in Haldex:1) –.

Brian Nelson, born 1952
Head of Strategy since 2010.
Principal education: MBA and B.Sc. Business Administration.
Work experience: Brian Nelson started working with Haldex
Hydraulics in 1990, as Vice President/General Manager
of the business in the United States. Since then Brian has
been Interim Executive Vice President of Haldex Hydraulics
during the period 2006 – 2008 and thereafter Senior Vice
President/Head of the Hydraulics Business Unit until taking
up his present position.
Other current assignments/positions (outside Concentric):
Outside Director of HCC Inc.

Previous assignments/positions in the past five years: Board
Member of Alfdex AB. Senior Vice President Head of
H ydraulics Business Unit of Haldex Hydraulics. Interim
Executive Vice President of Haldex Hydraulics.
Holding in Haldex:1) 8,000 shares.

Auditor
Öhrlings PricewaterhouseCoopers AB (SE-113 97 Stockholm,
Sweden) is the Company’s auditor since the incorporation in
2010. Michael Bengtsson serves as auditor in charge since
the 2011 Annual General Meeting, while Ann-Christine
Hägglund served in said position as from the incorporation
of the Company and up until the 2011 Annual General Meeting. Both Michael Bengtsson and Ann-Christine Hägglund
are authorized public accountants and members of Far, the
professional institute for accountants in Sweden.

Other information on the Board of Directors and
senior management
All members of the Board and senior management can be
reached through the Company’s address: Concentric AB
(publ), P.O. Box 95, SE-280 40 Skånes-Fagerhult, Sweden,
or alternatively, Concentric AB (publ), 3 The Archway Radford
Road, Alvechurch, Birmingham B48 7LD, United Kingdom.
There are no family ties between the members of the
Board and/or senior management. No member of the Board
or senior management has been convicted in any fraudulent offences in the past five years. With the exception of
David Bessant, who was group financial controller of Wagon
Plc when the company filed for administration in December 2008, no member of the Board or senior management
has been involved in any bankruptcy, receiverships or liquidations in the past five years. Nor has any of them in the
past five years been the subject of any incrimination and/
or sanction by statutory or regulatory authorities (including designated professional bodies), or been disqualified by
a court from acting as a member of the administrative, management or supervisory bodies of a company or from acting
in the management or conduct of the affairs of a company.
No member of the Board or senior management has any
private interests that could conflict with those of Concentric.
As indicated above, there are several members of the Board
and senior management that will have financial interests in
Concentric through holdings of shares in the Company as a
consequence of their existing holdings in Haldex.
Concentric has not entered into any agreement with any
member of the Board or senior management concerning benefits after termination of the assignment (however, certain
senior executives may become entitled to severance pay if
Concentric terminates their employment, see “Notice periods and severance pay” on page 69).

Provided that the Annual General Meeting in Haldex on June 8, 2011 resolves to distribute all the shares in Concentric to the shareholders of Haldex, each share held
in Haldex on the record date for the distribution will entitle to one share in Concentric.

1) 
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Corporate governance in Concentric

General Meetings

Prior to the listing on NASDAQ OMX Stockholm, the corporate governance of Concentric has primarily been based
upon the Swedish Companies Act, other applicable legislation and regulations, the Company’s Articles of Association
and Concentric’s internal steering instruments. Such internal steering instruments include the Operating Procedures of
the Board, Instructions for the CEO, the Information Policy
and the Treasury Policy. In addition, the Group has a number
of policies and manuals that contain rules as well as recommendations that specify principles and provide guidance for
the Group’s operations and employees.
Once listed on NASDAQ OMX Stockholm, the corporate governance of Concentric will also be based upon NASDAQ OMX Stockholm’s Rule Book for Issuers and the Code.
The Code applies to all Swedish companies whose shares are
listed on a regulated market in Sweden. Companies are not
obliged to comply at all times with every rule in the Code,
but are allowed the freedom to choose alternative solutions
which they feel are better in their particular circumstances,
providing they report every deviation, describe the alternative solution and explain the reasons why (the “comply or explain” principle). Companies whose shares become admitted to trading on a regulated market are to apply the Code
as soon as possible thereafter and no later than the date of
the first Annual General Meeting held the year after the listing. Concentric will apply the Code, without deviation, from
the date on which the shares in the Company are admitted
to trading on NASDAQ OMX Stockholm.
The overall corporate governance structure of Concentric
can be described as illustrated below

The right of the shareholders to pass resolutions regarding
Concentric’s affairs is exercised at the Annual General Meeting (and, as the case may be, at Extraordinary General Meetings), which is Concentric’s supreme decision-making body.
The Annual General Meeting is held in Örkelljunga or Stockholm, Sweden, every calendar year before the end of June.
Extraordinary General Meetings are held when necessary.
The Annual General Meeting resolves on a number of issues, such as the adoption of the income statement and balance sheet, the appropriation of the Company’s profit or loss
and the discharge from liability towards the Company for the
Board members and the CEO, composition of the Nomination Committee, the election of Board members (including
the Chairman of the Board) and auditor, remuneration to the
Board members and the auditor, principles for remuneration
and employment terms for the CEO and other senior executives and any amendments to the Articles of Association.
Notice to attend the Annual General Meeting, as well as
Extraordinary General Meetings at which amendments to
the Articles of Association are to be addressed, are issued not
earlier than six weeks and not later than four weeks prior to
the meeting. Notice to attend other Extraordinary General
Meetings are issued not earlier than six weeks and not later
than three weeks prior to the meeting. Notices are published
in the Official Swedish Gazette (Post- och Inrikes Tidningar)
and on the Company’s website. An announcement that notice
has been issued is simultaneously published in Dagens
Nyheter.
To be entitled to participate in a General Meeting, shareholders must be recorded in the share register maintained
by Euroclear Sweden five weekdays prior to the meeting and
provide notification of their intention to attend the meeting
not later than the date stipulated in the notice convening
the meeting. Such date must not be a Sunday, other public
holiday, Saturday, Midsummer Eve, Christmas Eve or New
Year’s Eve and must not occur earlier than the fifth weekdays prior to the meeting.

Corporate governance structure
Shareholders

General Meeting

Nomination Committee
Board of Directors

Auditor

President and CEO

Group Management

Nomination
Committee

Concentric’s Annual General Meeting resolves on procedures
for the appointment of members of the Nomination Committee and the Committee’s work. The Nomination Committee’s assignment includes the preparation and presentation
of proposals for the election of members of the Board of Directors, the Chairman of the Board, the Chairman of General
Meetings and auditor as well as proposals regarding the
r emuneration of Board members, members of any Board
Committees and fees to the auditor.
The 2011 Annual General Meeting resolved that the Nomination Committee shall consist of four members, representing each of the four largest shareholders. The names of these
four members and the shareholders they represent will be
announced on Concentric’s website at least six months before the 2012 Annual General Meeting, based on the shareholdings immediately prior to such announcement. The
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members’ term of office will end when a new Nomination
Committee has been appointed. Provided that the members
of the Nomination Committee do not agree otherwise, the
member representing the largest shareholder is to be appointed chairman of the Committee. If a shareholder that
has appointed a member of the Nomination Committee during the Committee’s term of assignment no longer is one
of the four largest shareholders , the member representing
such shareholder may be replaced by a representative of the
shareholder that instead has become one of the four largest
shareholders. A shareholder that has appointed a member of
the Nomination Committee may also replace such representative with a new member. No remuneration is to be paid to
members of the Nomination Committee.

Board of Directors
Composition and independence
Under the Articles of Association, Concentric’s Board shall consist of not less than three and not more than seven members
elected each year by the Annual General Meeting for the period
up until the next Annual General Meeting. The 2011 Annual General Meeting elected six Board members. None of the Group’s
senior executives are members of the Board. However, Concentric’s CEO participates in Board meetings and the Group’s CFO
serves as the Board’s secretary. Other salaried employees attend
Board meetings in connection with the presentation of particular issues. At the time of this prospectus, no employee representatives have been appointed to the Board. However, the relevant
trade unions have indicated that they will appoint such representatives in connection with the distribution of the shares in
Concentric.
Pursuant to requirements of the Code, more than half of the
members of the Board elected by the General Meeting must be
independent of the Company and senior management. This requirement does not apply to any employee representatives. A
director’s independence is to be determined by a general assessment of all factors that may give cause to question the individual’s independence of the Company or its senior management, such as recent employment with the Company or a closely
related company. At least two of the members of the Board who
are independent of the Company and its senior management are
also to be independent in relation to the Company’s major shareholders. In order to determine such independence, the extent
of the member’s direct and indirect relationships with major
shareholders is to be taken into consideration. Major shareholders, as defined in the Code, are shareholders who directly
or indirectly control 10 percent or more of the shares or voting
capital in the Company (see “Ownership structure” on page 70).
The Board’s assessment of the members’ independence in
relation to the Company, its senior management and major
shareholders is presented in “Board of Directors” on page 61.
All but one Board member are considered independent of the
Company and senior management. Four of those independent
Board members are also considered independent of the Company’s major shareholders. Consequently, the Company meets the
independence requirements of the Code.
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Responsibility and work
The duties of the Board are set forth in the Swedish Companies Act, the Company’s Articles of Association and the Code,
the latter of which will be applicable to the Company after
the listing of its shares on NASDAQ OMX Stockholm. In addition to this, the work of the Board is guided by Operating
Procedures that the Board adopts every year. The Operating
Procedures govern the division of work and responsibility
among the Board, its Chairman and the CEO.
The Board is responsible for the Group’s organization
and the management of its affairs, determining the Group’s
overall objectives, developing and monitoring the overall
strategies, deciding on major acquisitions, divestments and
investments, ongoing monitoring of operations and adoption of interim and year-end reports. The Board is also responsible for ongoing evaluation of management, as well as
systems for monitoring and internal controls of the Group’s
financial reporting and position. Moreover, the Board ensures that the Company’s external disclosure of information
is characterized by openness and that it is accurate, relevant
and clear. During Board meetings, the following items regularly appear on the agenda: the Group’s performance and
position, the business status, organizational matters, monthly accounts, external communication, disputes, acquisitions
and divestments, major business agreements, development
projects and investments.
The Chairman, in collaboration with the CEO, monitors the Group’s operations and performance, prepares and
chairs Board meetings. The Chairman is also responsible for
ensuring that the Board evaluates its work each year.

Internal controls
The Board’s responsibility for internal controls is regulated by the Swedish Companies Act, the Swedish Annual Accounts Act and the Code. Information on the main components of the Company’s systems for internal controls and
risk management relating to the financial reporting must be
disclosed annually in the Company’s corporate governance
report.
The processes for internal control, risk assessment, control activities and monitoring regarding the financial reporting are designed to ensure reliable overall financial reporting
and external financial statements in accordance with IFRS,
applicable laws and regulations and other requirements for
companies listed on NASDAQ OMX Stockholm. This process involves the Board, senior management and personnel.
Control environment
The Board has specified a set of instructions and working
plans regarding the roles and responsibilities of the CEO and
the Board. The manner in which the Board monitors and
ensures the quality of the internal controls is documented
in the Operating Procedures of the Board and Concentric’s
Treasury Policy. The Board also has a number of established
basic guidelines, which are important for its work on inter-

nal control activities. This includes monitoring performance
against plans and prior years and overseeing various issues
such as the internal audit and accounting principles applied
by the Group.
The responsibility for maintaining an effective control
environment and internal control over financial reporting is
delegated to the CEO, although the ultimate responsibility
rests with the Board. Other executives at various levels have
in turn responsibilities within their respective areas of operation. Senior management regularly reports to the Board
according to established routines. Defined responsibilities,
instructions, guidelines, manuals and policies together with
laws and regulations form the control environment. All employees are accountable for compliance with these guidelines.
Risk assessment and control activities
The Company operates a COSO model (developed by the
Committee of Sponsoring Organization of the Treadway
Commission) for the identification and assessment of risks in
all areas. These risks are reviewed regularly by the Board and
include both the risk of losing assets as well as irregularities
and fraud. Designing control activities is of particular importance to enable the Company to prevent and identify shortcomings. Assessing and controlling risks also involves the
management for each reporting unit, where monthly business review meetings are held. The CEO the CFO, and local
and regional management participate in the meetings. Minutes are kept for these meetings.
Information and communication
Guidelines and manuals used in the Company’s financial
reporting are communicated to the employees concerned.
There are formal as well as informal information channels
to the senior management and to the Board for information
from the employees identified as significant. Guidelines for
external communication are designed to ensure that the
Company applies the highest standards for providing accurate information to the financial market.
Evaluation, monitoring and reporting
The Board regularly evaluates the information provided by
senior management. The Board receives regular updates of
the Group’s development between its meetings. The Group’s
financial position, its strategies and investments are discussed at every Board meeting. The Board is also responsible
for the follow-up of the internal control activities. This work
includes ensuring that measures are taken to deal with any
inaccuracy and to follow-up suggestions for actions emerging from the internal and external audits.
The Company operates an annual control self assessment
process for the evaluation of risk management and internal
control activities. This assessment includes scrutinising the
application of established routines and guidelines. The key
findings from this annual assessment process together with

the status of any actions regarding the Company’s internal
control environment is reported to the Board. The external
auditor also regularly reports to the Board.

Compensation and Audit Committee tasks
Under the Code and the Swedish Companies Act, the Board is
to establish a Compensation Committee and an Audit Committee within its own ranks, or, alternatively, the tasks of
such committees may be performed by the entire Board. The
Board of Concentric has deemed that it at this time is more
appropriate for the entire Board to perform said tasks, but
may in the future decide to establish committees.
The main tasks of a Compensation Committee is to prepare Board resolutions on issues concerning principles for
remuneration, remunerations and other terms of employment for the senior executives, to monitor and evaluate programmes for variable remuneration for senior executives,
and to monitor and evaluate the application of the guidelines for remuneration to senior executives resolved upon by
the Annual General Meeting as well as remuneration structures and levels.
The principal tasks of an Audit Committee are to monitor the Company’s financial reporting, to monitor the efficiency of the Company’s internal controls, internal audits
and risk management in respect of the financial reporting,
to keep itself informed regarding audit of the annual report
and group accounts, and to review and monitor the impartiality and independence of the auditor, paying special attention to whether the auditor provides the Company with services other than auditing services.

Remuneration to the Board of Directors
Fees to the Board members elected by the General Meeting
are resolved upon by the General Meeting after proposals
from the Compensation Committee. The 2011 Annual General Meeting resolved that fees totalling SEK 1,225,000 (including remuneration for performance of committee tasks)
will be paid for the period up until the end of the 2012 Annual General Meeting and be distributed among the Board
members as set out in the table below (no remuneration was
paid to Board members in 2010). The remuneration to the
Board is fixed, with no variable component.
Remuneration to the Board for the period 2011−2012
Name

Position

Fee (SEK)

Chairman

350,000

Marianne Brismar

Director

175,000

Kenth Eriksson

Director

175,000

Joakim Olsson

Director

175,000

Martin Sköld

Director

175,000

Claes Magnus Åkesson

Director

Stefan Charette

Total

175,000
1,225,000
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External audit

Guidelines

The Annual General Meeting elects the external auditor for
a period of one year at a time. The auditor reviews the annual
report and the accounts as well as the administration of the
Board and the CEO, and follows an audit schedule set in consultation with the Board. In connection with the audit, the
auditor shall report its observations to senior management
for reconciliation and then to the Board. The report to the
Board takes place after the conclusion of the audit of the administration and the review of the hard-close accounts and
in conjunction with the adoption of the annual report.
The Board meets with the auditor once a year, where the
auditor report its observations directly to the Board without
the presence of the CEO and the CFO. Finally, the auditor attends the Annual General Meeting and briefly describe the
auditing work and the recommendations in the Audit Report.

Pursuant to the Swedish Companies Act, the Annual General Meeting is to resolve upon guidelines for remuneration to
the CEO and other senior executives. The following guidelines were adopted by the 2011 Annual General Meeting. The
Board of Directors is entitled to depart from the guidelines
if there are specific reasons or needs for doing so in individual cases.
The terms of employment for senior executives shall consist of a balanced combination of fixed salary, annual bonus,
long-term incentive program, pension and other benefits and
terms for dismissal/severance payment. The total annual
monetary remuneration, in other words fixed salary, bonus
and other long-term monetary remuneration, shall be in accordance with market practice on the geographical market
where the senior executive operates. The total level of the
compensation will be evaluated annually to ensure that it
is in line with market practice for corresponding positions
within the relevant geographical market. The remuneration
should be based on performance. It should therefore consist
of a combination of fixed salary and bonus, where the variable remuneration forms a rather substantial part of the total
remuneration.
The fixed remuneration shall be individually determined
and shall be based on each individual’s responsibility and
role as well as the individual’s competence and experience
in the relevant position.
Senior executives have an annual bonus that is payable
on an annual basis. The annual bonus is structured as a variable part of the fixed salary. Bonus goals shall primarily be
based on the outcomes of financial objectives for the entire
Group and financial goals for the business unit for which senior executive is responsible as well as clearly defined individual goals with respect to specific assignments. The latter is to
ensure that the senior executive also focuses on non-financial targets of specific interest. Bonus related financial objectives for the Group shall be established by the Board annually in order to ensure that they are in line with the Groups’s
business strategy and profit targets. The Board establishes
the financial objectives for individual units proposed by the
CEO. The part of the total remuneration consisting of annual
bonus varies depending on position and may amount to 30 –
50 percent of the fixed annual salary at full goal achievement.
The bonus goals are constructed so that no bonus will be
paid if a certain minimum performance level is not achieved.
In order to foster a long-term perspective in the decisionmaking and to ensure long term achievement of goals, the
Board may propose the General Meeting to resolve on longterm incentive programs. Potential remuneration in form of
long-term incentive programs shall be in accordance with
market practice on each relevant market.

CEO and senior management
The CEO is responsible for the day-to-day management and
development of the Company in accordance with applicable legislation and regulations, including the rules of NASDAQ OMX Stockholm and the Code, and the instructions and
strategies determined by the Board. The CEO ensures that
the Board is provided with objective and relevant information required in order for the Board to make well-informed
decisions. Furthermore, the CEO monitors compliance with
the targets, policies and strategic plans of the Company and
the Group that have been adopted by the Board, and is responsible for keeping the Board informed of the Company’s
development between Board meetings.
The CEO leads the work of the senior management team,
which is responsible for overall business development. In
addition to the CEO, the senior management comprises the
CFO, the heads of geographical regions, the heads of engineering/development and strategy as well as the head of HR,
a total of seven persons.

Remuneration
Remuneration to the CEO and other senior executives comprises basic salary, variable remuneration, pension and other
benefits. In 2010, remuneration was paid as per the table
below.
Remuneration to the CEO and senior management (SEK ‘000)
Name

Basic
Variable
salary remuneration

Ian Dugan, President
and CEO

2,305

Other senior
executives
(7 people)
Total
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1,844

Pension

Total

267

4,416

10,422

4,172

1,165

15,759

12,727

6,016

1,432

20,175

When entering into new pension agreements with senior
executives who are entitled to pension, the pension shall be
based on defined contribution plans. Senior executives who
are employed in Sweden retire by the age of 65 and other senior executives in accordance with local regulations on pension. As a main principal, pension premiums are based solely
on fixed salary. Certain adjustments may occur in individual
cases in accordance with local market practice.
Other benefits, such as company car, compensation for
healthcare and health and medical insurance, etc. shall form
a minor part of the total compensation and shall correspond
to what may be deemed common market practice in each geographical market.
In addition to the above described remunerations, agreements on additional remunerations may be made in exceptional situations, for example, when considered necessary
to attract and retain key personnel or induce individuals to
move to new places of service or accept new positions. Such
special remunerations shall be limited in time and may not
exceed 36 months. Further, the total remuneration must not
exceed an amount equivalent to two times the remuneration the individual would have received in the absence of an
agreement on special remunerations.
Terms for dismissal and severance pay shall correspond
to what may be deemed common market practice for each
geographical market. When entering into new employment
contracts, agreement may be made with senior executives on
severance pay upon termination of the employment by the
Company, corresponding to a maximum of 12 months’ fixed
salary. Upon termination of the employment, local practice
on the geographical market where the senior executive operates shall be complied with.

Notice periods and severance pay
The CEO has a notice period of 12 months and other senior
executives have a notice period of 6 months. Upon the termination of the employment by Concentric, a so-called termination agreement including severance pay may be made
with senior executives on a discretionary basis or as required
by law. Any such severance pay shall correspond to what may
be deemed reasonable and common practice on the relevant
geographical market, but not exceed 12 months’ fixed salary.
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Share capital and ownership structure
Share information

Ownership structure

Under its current Articles of Association, the Company’s
share capital shall be not less than SEK 88,000,000 and not
more than SEK 352,000,000, divided into not fewer than
40,000,000 shares and not more than 160,000,000 shares.
The Company has only one class of shares.
The Company’s registered share capital is SEK 97,275,134
represented by 44,215,970 shares. Each share has a quota
value of SEK 2.20. The shares in Concentric have been issued
in accordance with Swedish law, are fully paid and are denoted in SEK. The shareholders’ rights can only be changed
in accordance with the procedures set forth in the Swedish
Companies Act (aktiebolagslagen (2005:551)).

Up until the distribution of the shares in Concentric to the
shareholders of Haldex, Concentric is a wholly-owned subsidiary of Haldex. At the time of the distribution, the ownership structure of Concentric will initially be identical to
that of Haldex, which as at April 29, 2011 had approximately
12,800 shareholders. The Company’s expected largest shareholders, based on the ownership structure in Haldex as of
April 29, are set out in the table below.

Certain rights attached to the shares
Voting rights
Each share entitles the holder to one vote. At General Meetings of shareholders each qualified voter is entitled to vote
for the full number of shares that such shareholder holds,
or represents, in the Company, without limitation of voting powers.

No. of shares

Share of capital
and votes (%)

Investment AB Öresund

5,458,061

12.3

Handelsbanken fonder

2,923,872

6.6

Skandinaviska Enskilda Banken S.A., NQI

2,241,317

5.1

Afa Försäkring

2,000,000

4.5

Unionen

1,569,240

3.5

Lannebo Fonder

1,339,500

3.0

JPM Chase NA

959,420

2.2

Swedbank Robur Fonder

836,343

1.9

Canadian Treaty Clients Acctount

799,275

1.8

CBNY-DFA-INT SML CAP V

793,208

1.8

18,920,236

42.8

Shareholder/nominee/bank

Preferential rights to new shares, etc.

Total ten largest shareholders

If the Company issues new shares, warrants or convertibles
in a cash issue or a set-off issue (kvittningsemission), the
shareholders have preferential rights to subscribe for such
securities in proportion to the number of shares held prior to
the issue. However, nothing in the Company’s Articles of Association restricts the Company’s ability to issue new shares,
warrants or convertibles with deviation from the shareholders’ preferential rights as provided for in the Swedish Companies Act.

Other shareholders

Right to dividend and liquidation proceeds

Central securities depository affiliation

All shares carry equal rights to dividends as well as to the
Company’s assets and potential surplus in the event of
liquidation.

Share capital development

The Company’s shares are cleared through the electronic securities system operated by Euroclear Sweden (P.O. Box 191,
SE-101 23 Stockholm, Sweden), the Swedish central securities depository. No share certificates are or will be issued. The
ISIN code of the shares in the Company is SE0003950864.

Changes in share capital

Shareholders agreements

Date

Change in Change in
No. of
share
Event
shares capital, SEK

November
In11, 2010
corporation

−

May 3, 2011 Bonus issue

− 97,225,1341)

May 3, 2011 Share split 44,215,470
1)

−

Total No.
of shares

Total share
capital,
SEK

500

50,000

500 97,275,134

− 44,215,970 97,275,134

Transferred from unrestricted equity.

The changes during 2011 have been implemented in order
to adapt Concentric’s share structure to the one of Haldex
ahead of the contemplated distribution. The number of
shares in Concentric is equal to that of Haldex.
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Haldex’s ten largest shareholders as of April 29, 2011

Total

25,295,734

57.2

44,215,970

100.0

Source: Euroclear Sweden

Listing
The Board of Directors of Concentric has applied for the listing of the Company’s shares on NASDAQ OMX Stockholm.
For additional details, see “Terms, Conditions and Instructions” on page 12.

To the best knowledge of the Board of Concentric, no shareholders agreements or equivalent agreements exist between
any expected shareholders in Concentric with the objective
of creating a joint influence over Company. To the best of
the Boards’ knowledge, there are no agreements or equivalent arrangements that may lead to a change in control over
the Company.

Dividends
For a description of the Company’s dividend policy, see “Financial targets and dividend policy” on page 14.
Dividends are resolved upon by the General Meeting
and the payment is administered by Euroclear Sweden. Dividends may only be made if the Company, after such dividends, still enjoys full coverage of its restricted equity and
further to the extent that such dividends appear justified
taking into consideration (i) the demands with respect to
size of shareholders’ equity which are imposed by the nature, scope and risks associated with the operations, and (ii)
the Company’s and the Group’s need to strengthen its balance sheet, liquidity and financial position in general (the
so-called prudence rule). As a general rule, the shareholders
may not decide upon larger dividends than those proposed
or approved by the Board of Directors.
The right to dividends vests in any person who is registered as a shareholder in the share register maintained
by Euroclear Sweden on the record date as determined by
the General Meeting. If a shareholder cannot be contacted
through Euroclear Sweden, the shareholder’s claim on Concentric with respect to the dividend remains and is limited
only by the statute of limitations rule (10 years). Where the
statute of limitations applies, the dividend amount accrues
to Concentric. Neither the Swedish Companies Act or Concentric’s Articles of Association contain any restriction on
the right to dividends with respect to shareholders domiciled
outside of Sweden. Other than in case of possible restrictions
in connection with bank or clearing systems in the concerned
jurisdictions, payments of dividends to such shareholders
are made in the same way as to shareholders domiciled in
Sweden. However, in relation to shareholders who are subject to restricted taxation in Sweden, Swedish withholding
tax is normally payable, see “Certain tax considerations in
Sweden” on page 78.
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Articles of Association
§ 1. Company name

§ 10. Right to attend General Meetings

The name of the company is Concentric AB. The company is
a public company (publ).

Shareholders that wish to participate in a General Meeting shall be recorded in a print-out or other presentation of
the entire share register as at the date falling five weekdays
(vardagar) prior to the meeting and notify the company of
their intention to participate on the date specified in the notice convening the meeting. The last mentioned day must not
be a Sunday, other public holiday, Saturday, Midsummer’s
Eve, Christmas Eve or New Year’s Eve and not occur earlier
than the fifth weekday prior to the meeting.

§ 2. Registered Office
The registered office of the Board of Directors is in the municipality of Örkelljunga, Skåne County.

§ 3. Objects of the company
The object of the company's operations is to directly or
through holdings of shares and participations in other companies conduct development, manufacturing and sales of
products, preferable to the vehicle and transportation industries, and to conduct other activities related to those stipulated above, and to manage securities, real estate and chattels.

§ 4. Share Capital
The share capital shall be not less than SEK 88,000,000 and
not more than 352,000,000.

§ 5. Number of shares
The number of shares shall be not less than 40,000,000 and
not more than 160,000,000.

§ 6. Board of Directors
The Board of Directors shall consist of not less than 3 and not
more than 7 members without deputy members. The members of the Board shall be appointed annually at the Annual General Meeting for a time period up to and including the
next Annual General Meeting.

§ 7. Auditor
For the examination of the company’s annual report and the
accounts, as well as the management by the Board of Directors and the managing director, one registered accounting
firm shall be appointed as auditor.

§ 8. Convening of General Meetings
Notice convening a General Meeting shall be published in the
Official Swedish Gazette (Post- och Inrikes Tidningar) and
on the company’s website. It shall be advertised in Dagens
Nyheter that notice convening General Meeting has been issued.

§ 9. Location of General Meetings
General Meetings may be held where the company has its
registered office or in Stockholm.

§ 11. Items at the Annual General Meeting
The following items shall be addressed at the Annual General
Meeting.
1. Election of chairman of the meeting
2. Preparation and approval of the voting list
3. Approval of the agenda
4. Election of one or two persons to check the minutes
5.	Determination of whether the meeting was duly convened
6. 	Presentation of the annual report and the auditor’s report as well as the group’s consolidated annual report
and the consolidated auditor’s report.
7. Resolutions regarding
a.	Adoption of the company’s income statement and
balance sheet as well as the group’s consolidated income statement and balance sheet,
b.	appropriation of profit and loss according to the
adopted balance sheet, and
c.	discharge from liability of the Board members and
the managing director
8. Resolution regarding the number of Board members.
9.	Determination of remuneration to the Board of Directors and the auditor
10. Elections of Board members and auditor
11.	Other matter to be addressed by the General Meeting
pursuant to the Swedish Companies Act (2005:551) or
the Articles of Association of the company.

§ 12. Financial year
The company’s financial year shall be 1 January – 31 December.

§ 13. Central securities depository registration
The company’s shares shall be registered in a Central Securities Depository Register under the Financial Instruments Act
(lagen (1998:1479) om kontoföring av finansiella instrument).
Adopted by the Annual General Meeting on April 18, 2011.
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Legal issues and supplementary information
Material agreements
Customers and suppliers
Concentric’s customer and supplier agreements are entered
into in the ordinary course of business. The Group operates
in a number of market segments and has a large number
of customers. Concentric does not consider itself dependent
on any single customer or supplier agreement. A loss or replacement of an important supplier could, in the short term,
result in increased costs and consequently a decline in sales,
but is not deemed to result in any material consequences for
the Group as a whole, since there essentially always are alternative suppliers. Generally, the Group sells and purchases
products and goods on a purchase-order basis, and few material written agreements exist between companies within the
Group and its customers and suppliers. The lack of written
agreements is customary in the industry and Concentric’s relations with its customers are generally strong and often date
decades back in time.

Credit agreements
Concentric has previously had no external financing of its
own, but has been part of the Haldex Group’s financing arrangements (see “Financing” on page 76).
In February 2011, Concentric entered into a separate EUR
40 m (approximately SEK 360 m) multicurrency revolving
credit facility agreement (the “Facility Agreement”) with
Skandinaviska Enskilda Banken AB (publ) and Nordea Bank
Finland plc, London branch as lenders (the “Lenders”) and
a term of three years. Concentric’s right to use the credit facility is subject to the contemplated distribution of the shares
in Concentric having been approved by the shareholders at
the Annual General Meeting in Haldex on June 8, 2011, and
the Lenders having received evidence that all intra-group
loans owed by Concentric to the Haldex Group will be repaid
in full from the first advance under the Facility Agreement.
Additionally, it is a so-called condition subsequent under the
Facility Agreement that the Company is listed on NASDAQ
OMX Stockholm by no later than July 30, 2011.
Under an issuance bond agreement between Concentric
and Svensk Exportkredit entered into in May 2011 (the “Issuance Agreement”), Concentric will issue a bond to Svensk Exportkredit in the amount of SEK 175m in connection
with the contemplated distribution.
The Facility Agreement and the Issuance Agreement
contains event of default and change of control provisions
which are customary to loan agreements, the occurrence of
which entitles the Lenders and Svensk Exportkredit to require any outstanding loans to be prepaid. The said agree-

ments also contain customary financial covenants in respect
of the Group’s total interest bearing liabilities in relation to
its earnings before interest, taxes, depreciation and amortization (net debt-to-EBITDA ratio) and the Group’s net debt
in relation to its shareholders’ equity (net debt-to-Equity
ratio) that Concentric must adhere to, as well as other undertakings and conditions in line with market practice.
For more detailed information regarding the debts and borrowings of the Group, see “Capitalization, indebtedness and
other financial information” on page 39.

Trademark license agreement
Concentric and Haldex have entered into a trademark license
agreement in respect of Concentric’s use of the trademark
“HALDEX” during a transitional period following the separation from Haldex. For more information, see “Trademark
license agreement” on page 76.

Acquisitions and divestments
During the past two years, Concentric has not carried out any
significant acquisitions or divestments other than in connection with the restructuring of the Haldex Group for the purpose of separating Concentric from Haldex. See “The relationship between Concentric and Haldex” on page 75.

Legal and arbitration proceedings
The Group conducts operations in several countries and, in
connection with ongoing operations, Group companies are
from time to time subject to claims and disputes. To secure
returns on its investments, for example, the Group actively
claims its rights and monitors competitors’ activities closely. In pursuit of this strategy, the Group is currently preparing to file an application of interference with one of its patents with the U.S. Patent and Trademark Office. However,
Concentric has not been party to any legal or arbitration proceedings (including any such proceedings which are pending
or threatened of which Concentric is aware), during a period covering the last twelve months which may have, or have
had in the recent past, significant effects on the Company’s
or the Group’s financial position or profitability.

Related party transactions
The Company is a related party to its subsidiaries. Transactions with subsidiaries occur on commercial market terms
(see note 26 to the Group’s combined financial statements
for 2010) Intra-group transactions and balance sheet items
are eliminated in connection with the consolidation of the
Group’s accounts.
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During late 2010 and the first half of 2011, the Haldex Group
was restructured for the purpose of separating Concentric
from Haldex. The restructuring included a series of intragroup share transfers (including acquisitions, sales, shareholder’s contributions and dividends) of the legal entities
pertaining to the operations of Concentric, as well as an intra-group asset transfer, to Concentric. In conjunction therewith, a separation agreement and certain other agreements,
were also entered into between Concentric and Haldex. For
more information, see “The relationship between Concentric
and Haldex” on page 75.
The Group’s holdings in associated companies and receivables from and liabilities to associated companies are,
and have during the period comprised by the historical financial information been, immaterial. There have been no
significant transactions between Concentric and its associated companies.
For information on remuneration to the members of the
Board of Directors and senior management, see “Board of
Directors, senior management and auditor” on page 61.

Basic corporate information
Concentric’s corporate ID number is 556828-4995 and the
registered office of the Company is located in Örkelljunga
Municipality. The Company was incorporated in Sweden
on November 11, 2010 and was registered with the Swedish
Companies Registration Office on November 30, 2010. The
Company has conducted its business since then. The Company is a public limited liability company regulated by the
Swedish Companies Act (aktiebolagslagen (2005:551)).

74

Organizational structure
The Company is the parent of the Group, which consists of
23 companies in 10 countries. The Group’s holdings in associated companies are insignificant. The table below sets out
the principal Group companies.
Significant subsidiaries
Country

Holding of shares
and votes

Haldex Concentric Inc.

United States

100%

Haldex Hydraulics Corp.

United States

100%

United Kingdom

100%

Sweden

100%

Germany

100%

Subsidiary

Concentric Pumps Ltd.
Haldex Hydraulics AB
Haldex Hydraulics GmbH

Documents on display
The following documents can be downloaded on the Company’s website, www.concentricab.com. Copies of the documents can also be obtained at the offices of Concentric at:
Ringvägen 3 in Skånes-Fagerhult, Sweden, during the validity period of this prospectus (regular office hours on business days).
●● Concentric’s Articles of Association
●● Annual report for 2010 (including auditor’s reports)
●● Concentric’s interim report for the period January –
March 2011

The relationship between Concentric
and Haldex
During late 2010 and the first half of 2011, the Haldex
Group was restructured, in order to create a legal structure in which Concentric, comprising the operations of Haldex’s Hydraulic Systems division, is a stand-alone subgroup
under Haldex. This section provides an account of the restructuring as well as the current and future relationship
between Concentric and the Haldex Group. Although Concentric will be independent of Haldex following the distribution and listing, Concentric and Haldex will continue to
have a number of business relations.
The proposed distribution of the shares in Concentric
means that the operations of the Haldex Group will be split.
The starting point for the split and the various agreements
entered into to accomplish the split is that Concentric will
comprise and be responsible for the Hydraulic Systems division of Haldex, while Haldex will retain and be responsible for the Haldex Group’s remaining operations, primarily consisting of the Commercial Vehicle Systems division.
The agreements entered into by Concentric and Haldex have
been made on arm’s length and are not intended to restrict
any future competition between the companies.

Restructuring of the Haldex Group
Following the restructuring of the Haldex Group and up until
the contemplated distribution and listing, Concentric is a
separate division within Haldex. Concentric’s legal structure
has been created through a series of intra-group share transfers (including acquisitions, sales, shareholder’s contributions and dividends) of the legal entities pertaining to the
Hydraulic Systems division as well as an intra-group asset
transfer to Concentric. The Concentric Group structure was
finalized in March 2011 and is illustrated in the chart below.

It is the opinion of Haldex and Concentric that the intragroup transfers have been made at fiscally correct prices.
However, it cannot be ruled out that the tax authorities in the
countries where transfers have been made will judge certain
pricing to have been incorrect and that reassessments then
may occur (see “Tax risks” on page 8).

Separation agreement
The restructuring of the Haldex Group for the purpose of
separating Concentric from Haldex has been carried out
pursuant to a master separation agreement between Concentric and Haldex, which has the character of a framework
agreement for the separation. As part of the restructuring,
all legal entities pertaining to the Hydraulic Systems division
were transferred to Concentric. In addition to regulating the
transfer of legal entities, the master separation agreement
sets forth the general principles for the separation, including
certain transitional services to be provided between Concentric and Haldex, and also stipulates that certain long-term
agreements for other services and arrangements shall be entered into, including a service agreement involving Alfdex AB
(see “Shared services” below) and a trademark license agreement (see “Trademark license agreement” below).
The general principle for the separation is that any asset
or liability within a legal entity in one of the groups, but
that is clearly attributable to the business of the other group,
shall be transferred to, or borne by, the latter group. Consequently, Concentric shall indemnify Haldex for any liability resulting in a loss for Haldex, provided that such liability is clearly attributable to Concentric (and vice versa). The
agreement also includes provisions covering the situation
that legal claims are filed against the wrong group and a com-

Concentric’s legal structure after the restructuring

Concentric AB
(Sweden)

Concentric
Hydramax Inc
(U.S.)

Concentric Plc
(UK)

Haldex
Hydraulics AB
(Sweden)

Haldex
Hydraulics
Hong Kong Ltd.

Haldex
Hydraulics
GmbH
(Germany)

Alfdex AB
(Sweden)
50% JV

Concentric Srl
(Italy)

Concentric SAS
(France)

Concentric
Korea
LLC
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mitment for the parties to work towards obtaining any consents and approvals needed for the separation. Furthermore,
the parties shall work towards solving any problems that may
arise as a result of the separation through co-operation and
mutual understanding.

U.S. tax administration agreement
The reorganization of the Haldex Group has included a restructuring of its U.S. operations, through which Concentric’s U.S. subsidiaries Concentric Hydramax Inc., Haldex
Hydraulics Corp. and Haldex Concentric USH LLC were
transferred from Haldex, Inc. to Concentric through a series of transactions. Haldex believes that the U.S. restructuring will be free of federal and state income tax in the United States. Haldex, Inc. has received a private letter ruling
(the “IRS Ruling”) from the United States Internal Revenue
Service (“IRS”) with regard to the restructuring based upon
certain qualifications and conditions contained therein, all
of which Haldex believes have been satisfied. The IRS Ruling concludes for U.S. federal income tax purposes, that the
U.S. restructuring transactions will not result in taxable income for Haldex’s U.S. subsidiaries. Although an IRS Ruling
generally is binding on the IRS, the ruling does not rule that
the U.S. restructuring satisfies every requirement for a tax
free spin off. After discussions with its U.S. tax advisor, Haldex believes that all such requirements have been satisfied.
For more information, see “Specific U.S. tax risk” on page 8.
A tax administration agreement has been entered into
between the above-mentioned U.S. subsidiaries of Concentric on the one hand, and Haldex, Inc. (an entity to remain
within the Haldex Group) on the other hand. Under the tax
administration agreement, the parties have agreed, among
other things, to allocate certain tax assets and tax liabilities.
The main principle for allocating tax liabilities and tax assets
is that each party is responsible for all taxes attributable to
it for any taxable period, before, during or after the restructuring. Each party also covenants not to take or permit to be
taken or fail to take any action where such action or failure
would jeopardize or be inconsistent with the tax treatment
confirmed in the IRS Ruling. Moreover, the parties have undertaken to indemnify each other for any adverse effects or
other losses being the result of a breach of the tax administration agreement, including the parties’ respective covenants in respect of the IRS Ruling. The indemnity applies
even if controlling shareholders of the parties take certain
actions that are inconsistent with the tax treatment as confirmed by the IRS Ruling.
If the U.S. restructuring transactions, in spite of the IRS
Ruling, give rise to taxation of Haldex’s U.S. subsidiaries,
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and this is not due to an action or failure to act for which
the taxed entity is to be indemnified in accordance with the
above, then, pursuant to the tax administration agreement,
Haldex’s U.S. subsidiaries, on the one hand, and Concentric’s
U.S. subsidiaries, on the other hand, shall each be responsible for 50 percent of such taxes.

Shared services
Alfdex AB, a joint venture between Concentric (previously Haldex) and Alfa Laval AB, has operations in Landskrona, Sweden, where it purchases certain limited services from
Haldex under a service agreement. The services consist of
both external services, which Haldex purchases from third
parties, and internal services provided by Haldex itself.

Trademark license agreement
Since the Concentric Group has been part of the Haldex
Group, it has been using the trademark “HALDEX” in company names, domain names, on products and in its overall business. Following the separation of Concentric from
Haldex, it has been agreed that all rights to the trademark
“HALDEX” will continue to be owned by Haldex. Concentric will gradually substitute its use of the trademark with its
own corporate identification. The transitional period, during
which the trademark “HALDEX” may be used by Concentric
is governed by a trademark license agreement that expires
on 31 December 2013, or earlier if Concentric ceases its use
of “HALDEX” prior to that date.

IT systems
Concentric was previously part of the Haldex Group’s IT system. In connection with the restructuring, the IT systems
have been separated and Concentric now has independent
arrangements in respect of, for example, its e-mail and communication functions, active directory and enterprise resource planning (ERP) system. Concentric’s corporate network has been separated from Haldex’s network, but it is still
provided under an agreement between Haldex and AT&T.
The master separation agreement between Concentric and
Haldex sets forth the principles for Concentric’s rights and
obligations vis-à-vis Haldex with respect to the AT&T agreement.

Discontinued relationships
Financing
Concentric has previously had no external financing of its
own, but has been part of the Haldex Group financing arrangements, in which Haldex raises external financing and
provides intra-group financing to its subsidiaries. In Feb-

ruary 2011, Concentric entered into a separate EUR 40 m
(approximately SEK 360 m) multicurrency revolving credit
facility agreement with Skandinaviska Enskilda Banken AB
(publ) and Nordea Bank Finland plc, London branch as lenders and in May 2011 it was agreed by Concentric and Svensk
Exportkredit that Concentric will issue a bond to Svensk Exportkredit in the amount of SEK 175m in connection with the
contemplated distribution (for more information, see “Credit agreements” on page 73). The loan funds from the facility
agreement and the bond loan will in part be used to repay all
intra-group loans owed by Concentric to the Haldex Group.
This repayment will take place immediately following the
distribution of the shares in Concentric.
Up until the contemplated distribution, Concentric has
no separate external hedging. Together with certain other
Group companies, Concentric has entered into intra-group
hedging arrangements with Haldex (the “Hedge Contracts”), whereby Haldex in turn entered into external hedging contracts in order to offset the exposure against internal
cash flows. Upon the contemplated distribution, the Hedge
Contracts will be transferred from Haldex to Concentric, and
Concentric will in turn enter into separate external hedging
contracts corresponding to the aggregate value of the Hedge
Contracts.

Insurances

ensure that Concentric has uninterrupted insurance coverage for events attributable to the time prior to the separation.

Participation in Haldex’s incentive programs
Haldex has implemented two long-term incentive programs,
LTI 2007 and LTI 2010, under which senior executives and
key employees within the Haldex Group, including Concentric, have been allotted employee stock options that entitle
to acquisition of shares in Haldex. In total eight Concentric
employees were allotted employee stock options under LTI
2007 and LTI 2010. In light of the separation of Concentric
from the Haldex Group, LTI 2007 and LTI 2010 have been
terminated for employees of Concentric. As part thereof,
the exercise period for employee stock options held by Concentric employees was brought forward. During the shortened exercise period, which expired in May 2011, a total of
105,000 Haldex shares were acquired by Concentric employees through the exercise of employee stock options. Upon exercise, the holders were also compensated in cash for the loss
of time value due to the shortened exercise period. Non-exercised employee stock options held by Concentric employees have lapsed. For information on the number of shares in
Haldex held by the Group’s senior executives (which shares
will entitle to shares in Concentric), see “Senior management” on page 63.

Up until the distribution of the shares in Concentric, Concentric will be covered by Haldex’s group insurance policy.
At the time of the distribution of the shares in Concentric,
this insurance coverage will be replaced by comparable coverage procured by Concentric. Special arrangements exist to
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Certain tax considerations in Sweden
The following is a summary of certain Swedish tax rules of
relevance to Haldex’s distribution of the shares in Concentric and the listing thereof, applicable to individuals and
limited liability companies tax resident in Sweden (unless
otherwise stated). The summary is based on the legislation
currently in force and is intended as general information
only. The summary does not address shares held by partnerships or shares held as current assets in business operations. Moreover, the summary does not address the specific
rules on tax-exempt capital gains (including non-deductibility for capital losses) or dividends in the corporate sector that may be applicable when shares are considered to
be held for business purposes (näringsbetingade andelar).
Special tax rules apply to certain categories of shareholders, including, for example, mutual funds, investment companies and insurance companies. The tax treatment of each
individual shareholder depends on such holder’s particular
circumstances. Each shareholder should therefore consult a
tax advisor for information on the specific implications that
may arise in an individual case, including the applicability
and effect of foreign rules and tax treaties.

The distribution of Concentric shares
The distribution of shares in Concentric is being made in accordance with the so-called Lex ASEA rules, with the result
that no immediate taxation will arise in Sweden. The Swedish Tax Agency has confirmed that the distribution will be
tax-exempt in Sweden under the Lex ASEA rules. The tax
basis of the Haldex shares that confer entitlement to participate in the distribution will therefore be allocated between
these shares and the Concentric shares received. The allocation of the tax basis will be based on the change in the value
of the Haldex shares arising as a result of the distribution of
the Concentric shares. Haldex will request general guidelines
from the Swedish Tax Agency as regards the allocation of the
tax basis. Information on the guidelines from the Swedish
Tax Agency will be made available on the websites of Haldex, Concentric and the Swedish Tax Agency as soon as possible after the distribution.1)

Individuals
Dividend taxation
For individuals, dividends on listed shares are normally
taxed as income from capital at a rate of 30 percent. A preliminary tax of 30 percent is generally withheld on dividends
paid to individuals resident in Sweden. The preliminary tax
is withheld by Euroclear Sweden or, regarding nominee-
registered shares, by the Swedish nominee.

1)
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www.haldex.com, www.concentricab.com and www.skatteverket.se.

Capital gains taxation
Upon the sale or other disposition of listed shares, a taxable
capital gain or deductible capital loss may arise. Capital gains
are taxed as income from capital at a rate of 30 percent. The
capital gain or loss is normally calculated as the difference
between the sales proceeds, after deducting sales costs, and
the tax basis. The tax basis for all shares of the same class
and type is calculated together in accordance with the average cost method. Upon the sale of listed shares, the tax basis
may alternatively be determined according to the standard
method as 20 percent of the sales proceeds after deducting
sales costs.
Capital losses on listed shares are fully deductible against
taxable capital gains on shares and on other listed equity-
related securities realized in the same year, except for units
in investment funds which consist solely of Swedish receivables (räntefonder). Up to 70 percent of capital losses on
shares that cannot be offset in this way are deductible against
other capital income. If there is a net loss in the capital income category, a tax reduction is allowed against municipal
and national income tax, as well as against real estate tax and
municipal real estate charges. A tax reduction of 30 percent
is allowed on the portion of such net loss that does not exceed SEK 100,000 and of 21 percent on any remaining loss.
Such net loss cannot be carried forward to future fiscal years.

Limited liability companies
Dividend and capital gains taxation
For a limited liability company, all income, including taxable dividends and capital gains, is taxed as business income
at a rate of 26.3 percent. Capital gains and capital losses are
calculated in the same manner as set forth above with respect to individuals.
Deductible capital losses on shares may only be deducted against taxable capital gains on shares and other equityrelated securities. Such capital losses may also, if certain requirements are fulfilled, be offset against such capital gains
in a company within the same group, provided that the requirements for exchanging group contributions are met. A
capital loss that could not be utilized during a given fiscal
year may be carried forward and be offset against taxable
capital gains on shares and other equity-related securities
during subsequent fiscal years, without limitation in time.

Specific tax considerations for shareholders who
are not tax resident in Sweden
Dividend taxation
For shareholders not tax resident in Sweden that receive dividends on shares held in a Swedish limited liability company,
a Swedish withholding tax is normally payable.
The withholding tax rate is 30 percent. The tax rate, however, is generally reduced for shareholders resident in other
jurisdictions under applicable tax treaties between Sweden
and certain other countries for the avoidance of double taxation. The majority of Sweden’s tax treaties enable a reduction of the Swedish tax to the tax rate stipulated in the treaty
directly at the payment of dividends, provided that necessary
information is available in relation to the person entitled to
such dividends. In Sweden, normally Euroclear Sweden or,
in the case of nominee-registered shares, the nominee, carries out the deduction of withholding tax.
If a 30 percent withholding tax is deducted from a payment to a person entitled to be taxed at a lower rate, or in
case too much withholding tax has otherwise been withheld,
a refund can be claimed from the Swedish Tax Agency prior
to the expiry of the fifth calendar year following the dividend distribution.

Since Haldex’s distribution of the shares in Concentric will
be made in accordance with the Lex ASEA rules, no Swedish
withholding tax will be payable on the distribution. However,
the distribution may have tax consequences in the shareholder’s country of residence.

Capital gains taxation
Shareholders not tax resident in Sweden, and who are not
carrying on business operations from a permanent establishment in Sweden, are generally not liable for Swedish capital
gains taxation on the disposal of shares. Such holders may,
nevertheless, be subject to tax in their country of residence.
However, individuals who are not tax resident in Sweden
may be subject to Swedish tax on capital gains from the sale
of shares, if they have been resident or permanently lived in
Sweden at any time during the calendar year of such sale or
during any of the ten preceding calendar years. The applic
ablity of this rule may, nevertheless, in many cases be limited
by tax treaties between Sweden and certain other countries.
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Historical financial statements
Basis of presentation of combined financial
statements of the Hydraulic Systems segment
within the Haldex Group (Concentric)
Description of business
Concentric offers innovative proprietary solutions to the global manufactures of construction machinery, diesel engines
and large trucks. The main focus is on products related to
fuel efficiency and reduced emission.

The business
The business (Group) consists of Concentric AB group owned
by Haldex AB. All companies are consolidated in the Haldex
Group’s consolidated financial statement.
During 2010, Haldex AB separated the Hydraulic Systems business to Concentric AB through share transfers. The
shares that were not transferred relate to Concentric Hydramax Inc.
On December 31, the Concentric AB Group consists of the
following wholly-owned subsidiaries: Concentric Hydraulics
Plc, Haldex Hydraulics AB, Haldex Hydraulics Gmbh, Concentric S.A.S, Concentric Korea LLC, Concentric Srl and Haldex Hydraulics (Hong Kong) Company Ltd.
The Concentric AB group has been established during the
year 2010. The acquisitions of the subsidiaries are common
control transactions; therefore an accounting policy has been
established for these business combinations as IFRS is currently silent on the treatment of those transactions.
The combined financial statement is based on the uniting
of interests method (predecessor accounting). This method
requires that the assets and liabilities of the combining entities are presented using the book values for the highest level
of common control (i.e. Haldex AB) for which financial statements are prepared and the transaction is presented and as
if it had taken place at the beginning of the earliest period
presented (i.e. comparatives are restated).

Basis of presentation regarding the combined
financial statements
Since the business does not form a legal group, consolidated
financial information does not exist. Accordingly the combined carve-out financial statements represent an aggregation of the historical financial information of the entities in
the Group. The aggregation is based on the financial information of each entity reported to Haldex AB for consolidation purposes.
Adjustments have been made to eliminate transactions
between members of the Group. During the periods presented, the Group functioned as part of the larger group of companies controlled by Haldex AB, and accordingly, certain
services and functions were managed and provided by Haldex AB or another company within the Haldex Group
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Had the business been fully integrated throughout the
periods presented, the financial position, results of operations, and cash flows of the Group may have been different.
Accordingly the combined financial statements may not be
indicative of the Company’s future performance and do not
necessarily reflect what its combined results of operations,
financial position and cash flows would have been had the
Company operated as an independent company during the
periods presented. To the extent that an asset, liability, revenue or expense is directly associated with the Company, it
is reflected in the accompanying combined financial statements.

Consolidation
The combined carve-out financial statements include Concentric AB and all those companies in which the company
holds more than 50 percent of the voting rights as well as
Concentric Inc.
The business's combined carve-out financial statements
represent a combination of the former Hydraulic Systems
segment within the Haldex Group.
The Haldex Group’s audited consolidated financial statements have been prepared applying the acquisition method.
Intercompany transactions, balances and unrealised gains
on transactions between Group companies are eliminated.
The net investment balance represents the cumulative net
investment by Haldex AB in the group through that date, including any prior net income or loss or other comprehensive
income or loss attributed to the group. Certain transactions
between the Company and other related parties within the
Haldex Group, including allocated expenses, are also included in net investment.

Basis of preparation
The Combined Financial Statements of the business have
been prepared in accordance with the International Financial Reporting Standards (IFRS) and IFRIC Interpretations
as adopted by the European Union, the Swedish Annual Accounts Act and the recommendations published by the Swedish Financial Reporting Board. The basis of accounting and
the accounting policies adopted in preparing these combined
financial statements are consistent for all periods presented.

Balance sheet
The combined financial statements for the years ended
D ecember 31, 2009 and 2010 represent the historical
o perations of the Hydraulic Systems segment within the
Haldex AB Group as described above. These combined carveout financial statements are derived from the audited consolidated financial statements and accounting records of
Haldex AB.

Furthermore a portion of Haldex ABs consolidated debt has
been allocated to the Group, on inception of the new parent
undertaking, based on a reasonable debt/equity ratio. This
debt in the parent undertaking has been assumed to be in
existence throughout the period presented in these financial statements. Interest expense has been allocated based
on borrowings terms.

Income Statement
Overhead costs
Haldex AB currently provides certain corporate functions to
the business and costs associated with these functions have
been allocated to the entity. These functions include for example business development, human resources, treasury and
corporate controller. The costs of such services have been allocated to the entity based on the most relevant allocation
method to the service provided, primarily based on relative
percentage of total revenue. Management believes such allocations are reasonable; and is indicative of the actual expense that would have been incurred had the entity been
operating as an independent company for the periods presented. The charges for these functions are included primarily in the administrative expenses in the statement of comprehensive income.

Taxes
Tax expense is based on actual current and deferred tax related to the entities.

Cash flow statement
The cash generated from operations and capital expenditures
in the cash flow from investing activities are representative
of the historical cash flows of the business. Taxes paid in the
cash flow statement include taxes paid by the entities included in the combined financial statements of the business adjusted with the allocated income tax receivables and liabilities as well as change of deferred tax assets and liabilities.

Financial Risks
The Group is exposed to financial risks such as market, credit, liquidity and financing risks. To reduce the impact of these
risks, Concentric works in accordance with a policy that regulates their management. This policy has been adopted by
the Group. Follow-up and control occurs continuously in
each particular company and at the corporate level, via a
regular monthly review.

Exchange rate risks
Through its international operations, Concentric is exposed
to exchange rate risks. Exchange rate changes affect the consolidated income statement and balance sheet in part in the
form of transaction risks and in part translation risks.

Transaction risks
The Group’s net flows of payments in foreign currencies give
rise to transaction risk. In 2010, the value of net flows in foreign currencies totaled approximately SEK 147 m (64). The
currency flows with the largest potential impact on earnings
is the inflow of EUR into SEK, USD into GBP and EUR into
GBP. An exchange rate difference of 10 percent between EUR
and SEK affects the Groups earnings after tax by approximately SEK 3 m (nil), USD into GBP affects Group earnings after tax by SEK 4 m (2) and between EUR into GBP affects the Groups earnings after tax by some SEK 4 m (3). In
accordance with the current treasury policy, 70 percent of
anticipated net flows for the estimated volumes during the
forthcoming 12-month period are hedged, with a permissible deviation of +/–10 percent. The Group’s treasury policy
governs the types of derivative instruments that can be used
for hedging purposes as well as counterparties with whom
contracts may be signed. Currency forward contracts are in
place to hedge invoiced and forecasted currency flows. However, hedge accounting has not been applied.

Translation risks
The net assets (i.e. equity) of the non-Swedish subsidiaries represent investments in foreign currencies which, when
consolidated into SEK, give rise to a translation difference.
In its treasury policy, the Group has established a framework
for how the translation exposure that arises, shall be managed in order to control the impact of translation differences
on the Group’s capital structure. The treasury policy stipulates that the Group’s net debt shall be distributed in proportion to the capital employed per currency. Wherever necessary, this goal is achieved by raising loans in the various
currencies used by the subsidiaries.
Gains or losses on such loans that are adjudged as effective hedging of translation differences are recognized directly in shareholders’ equity, while gains and losses on loans
that cannot be adjudged as effective hedging are recognized
in the income statement as a financial item.

Interest rate risk
Interest rate risk is the risk that changes in interest rates will
have a negative impact on Group earnings. Since the Group
has no significant holdings of interest-bearing assets, revenues and cash flow from operating activities are, in all significant respects, independent of changes in market interest
rates. The Group’s interest rate risk arises from its borrowing. According to the treasury policy, the average fixed interest term must be between 1 and 12 months. The risk must
also be spread over time so that a lesser part of the total debt
is renegotiated at the same time. However, the loan structure
in place 2010 has predominately been intercompany loans
with Haldex. In anticipation to the planned separation of the
Concentric Group from Haldex in June 2011, all long term
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loans were reclassified at the end of 2010 to short term loans.
The total intercompany short term loans amounted to SEK
439 m by 31 December 2010. The loan structure as of December 2010 will be replaced by external loan facilities in 2011.
See note 2 in the notes to the Group’s combined financial
statements. The interest costs in 2010 are not representative for the level of financing costs going forward as an independent Concentric Group.

Credit risk
Credit risk arises when a party to a transaction cannot fulfill
his obligations and thereby creates a loss for the other party.
The risk that customers will default on payment for delivered products is minimized by conducting thorough checks
of new customers and following up with monthly payment
behavior reviews of existing customers, combined with credit insurance, according to the Group’s credit policy. The
Group’s accounts receivable totaled SEK 222 m on December 31, 2010 (198) and are recognized at the amounts expected to be paid. Concentric’s customers are primarily blue
chip manufacturers of construction machinery, diesel engines and large trucks. The geographic distribution of receivables from customers largely corresponds to the division
of sales per region. No single customer accounts for more
than 20 percent of sales.
Accounts receivables
Due but not impaired

2010

2009

1−30 days

36

35

30−60 days

4

7

> 60 days

4

14

The year’s net cost for doubtful accounts receivables
amounted to SEK 1 m (nil)
The provision for doubtful receivables changed as follows:
Provision for doubtful receivables

2010

2009

8

8

Divestment of subsidiary company

(5)

−

Change in provision for anticipated losses

(1)

−

Confirmed losses

(1)

−

Provision on January 1

Exchange-rate effect

−

−

Provision on December 31

1

8

The credit risk associated with financial assets is managed in
accordance with the treasury policy. The risk is minimized
through such measures as limiting investments to interest
bearing instruments demonstrating low risk and high liquidity, as well as by maximizing the amount invested with specific counterparties and by checking credit ratings. To addi-

82

tionally reduce the risk, framework agreements governing
offsetting rights are entered into with most of the counterparties. The credit risk in foreign currency and interest rate
derivatives corresponds to their positive market value, i.e.
potential gains on these contracts.

Financing risk
The Group’s financing risk is the risk that the company will
be unable to raise new loans or to refinance existing loans.
This risk is reduced by a stipulation in the treasury policy
stating that the loans raised must have a long maturity.

Liquidity risk
Liquidity risk, meaning the risk the Group’s immediate capital requirements will not be met, is limited by holding sufficient cash and cash equivalents and granted but unused
credit facilities that can be utilized without conditions. The
current goal according to the treasury policy is that cash and
cash equivalents and available credit facilities must total at
least 5 percent of net sales. The loan structure in place 2010
has predominately been intercompany loans with Haldex.
The Concentric Group has also been part of the Haldex cashpool system. The loan structure as of December 2010 will
be replaced by external loan facility in 2011. Hence, the credit, loan and cash structure in 2010 is not representative for
an independent Concentric Group. See notes to the Group’s
combined financial statements for information regarding the
refinancing and the new finance facilities.

Capital risk
The Group’s objective in respect of the capital structure is
to secure Concentric’s ability to continue to conduct its operations so that it can generate a return for shareholders
and value for other stakeholders and in order to maintain
an optimal capital structure so that the cost of capital can be
reduced. To manage the capital structure, the Group could
change the dividend paid to the shareholders, repay capital
to the shareholders, issue new shares or sell assets in order
to reduce debt.

Combined income statement

Amounts in SEK

Note

Net sales
Cost of goods sold

10

Gross income

2010

2009

1,977

1,406

(1,505)

(1,179)

472

227

Selling expenses

10

(84)

(87)

Administrative expenses

10

(150)

(165)

Product development expenses

10

(73)

(46)

Other operating income and expenses

(56)

(45)

Operating income/loss

109

(116)

Financial income

4

8

(61)

(56)

11

(56)

(48)

52

(164)

12

(17)

30

35

(134)

Parent company shareholders

36

(127)

Non controlling interest

(1)

(8)

0.82

(3.73)

43,840

34,030

Financial expenses
Financial items − net
Earnings/loss before tax
Taxes
Net income/loss for the year
Attributable to:

Earnings per share before and after dilution, SEK 1)
Average number of shares (000) 1)
1)

Concenric’s AB’s average number of shares assumes a 1:1 ratio to the numbers of shares of Haldex AB

Combined statement of comprehensive income

Amounts in SEK
Net income/loss for the year

2010

2009

35

(134)

Other comprehensive income
Foreign currency translation difference

(67)

30

Total other comprehensive income/loss

(67)

30

Total comprehensive income

(32)

(104)
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Combined balance sheet

Note

2010

2009

Intangible fixed assets

13

926

1,073

Tangible fixed assets

14

200

286

Amounts in SEK m
ASSETS
Fixed assets

Financial fixed assets
Derivative instruments

17

−

−

Deferred tax assets

16

60

34

Long-term receivables
Total fixed assets
Inventories

18

7

180

1,193

1,573

181

149

Current receivables
Accounts receivables from customers

222

198

19

31

75

Derivative instruments

17

1

2

Cash and cash equivalents

20

257

217

Other currents receivables

Total current assets
Total assets

692

641

1,885

2,215

658

596

SHAREHOLDERS’ EQUITY AND LIABILITIES
Equity
Net Investment
Foreign currency translation reserve
Attributable to parent company shareholders
Non controlling interest
Total equity

41

108

699

704

−

1

699

705

Long-term liabilities
Long-term interest-bearing liabilities

21

−

590

Pensions and similar obligations

22

126

142

Deferred taxes

16

131

154

Other long-term liabilities

8

8

Total long term liabilities

265

894

Short term loans

442

167

Accounts payable

265

219

Derivative instruments

17

1

0

Other provisions

23

30

29

Other current liabilities

24

Total current liabilities
Total equity and liabilities
Collateral pledged
Contingent liabilities

84

183

200

921

616

1,885

2,215

None

None

1

1

Combined changes in Group equity

Attributable to parent company shareholders
Foreign currency
Concentric’s net
translation
investment
reserve
Opening balance January 1, 2009

704

77

Total

Non controlling
interest

Total equity

781

8

789

(127)

(7)

(134)

(7)

(103)

1

705

Total

Non controlling
interest

Total equity

704

1

705

Components of Comprehensive Income
Profit or loss

(127)

Foreign currency translation difference
Total comprehensive income
Net investment
Closing balance December 31, 2009

(127)

31

31

31

(96)

108

704

19
596

31

19

19

Attributable to parent company shareholders
Foreign currency
Concentric’s net
translation
investment
reserve
Opening balance January 1, 2010

596

108

Components of Comprehensive Income
Profit or loss

36

−

36

0

36

(67)

(67)

0

(67)

36

(67)

(31)

0

(31)

1

0

1

(1)

Foreign currency translation difference
Total comprehensive income
Decrease in non controlling interest
Net investment
Value of employees' services
Closing balance December 31, 2010

25

25

1
658

1
41

699

0
25
1

0

699
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Combined cash flow statement

2010

2009

Operating income

109

(116)

Reversal of depreciation, amortization and impairment losses

101

132

Interest paid

(33)

(36)

Amounts in SEK m
Cash flow from operating activities

Capital loss on sale of shares in subsidiaries

19

0

Taxes paid

(52)

25

Cash flow from operating activities before changes in working capital

144

5

Current receivables

(23)

(19)

Inventories

(59)

89

Operating liabilities

142

17

60

87

204

92

(16)

(26)

(3)

(12)

Other investment activities

1

(1)

Sale of shares in subsidiaries

0

0

(17)

(39)

(305)

(63)

Change in working capital

Change in working capital
Cash flow from operating activities
Cash flow from investing activities
Investments in property, plant and equipment
Product development

Cash flow from investing activities
Cash flow from financing activities
Repayment of loans
New share issue
Change in long-term receivables
Cash flow from financing activities
Cash flow for the period

0

0

174

(2)

(131)

(65)

56

(13)

Cash and bank assets, opening balance

217

239

Exchange-rate difference in cash and bank assets

(16)

(10)

Cash and bank assets, closing balance

257

217

86

Notes, Group

NOTE 1

General information

Concentric AB (parent company) and its subsidiaries form the Concentric Group. Concentric offers innovative proprietary solutions to
the global manufactures of construction machinery, diesel engines
and large trucks. The main focus is on products related to fuel efficiency and reduced emission.
Concentric AB, corp. ID. No. 556828-4995, is a registered limited
liability corporation with its registered office in Stockholm, Sweden.

NOTE 2

Summary of important accounting principles

Basis of preparation
The combined financial statement of the Concentric AB group have
been prepared in accordance with International Financial Reporting
Standards (IFRS) and IFRIC interpretations as adopted by the EU,
RFR 1 “Additional rules for Group Accounting” and related interpretations issued by the Swedish Financial Reporting Board and the Swedish Annual Accounts Act. The basis of accounting and the accounting
policies adopted in preparing these combined financial statements are
consistent for all periods presented. The financial statements of Concentric AB Group are based on the predecessor values of the consolidated accounts of the Haldex AB Group.
The Concentric AB Group has been established during the year.
The acquisitions of the subsidiaries are common control transactions;
therefore an accounting policy has been established for these business
combinations as IFRS is currently silent on the treatment of those
transactions.
The combined financial statement is based on the uniting of interests model (predecessor accounting). This method requires that the
assets and liabilities of the combining entities are presented using the
book values for the highest level of common control (i.e. Haldex AB)
for which financial statements are prepared and the transaction is presented and as if it had taken place at the beginning of the earliest
period presented (i.e. comparatives are restated).
All transactions and balances between entities included in the
combined financial statements are eliminated

Going Concern
The combined financial statement of the Concentric AB Group have
been prepared on a going concern basis, taking it to account the following new debt facilities entered into subsequent to December 31,
2010, namely:
• a revolving multi currency credit facility for EUR 40 m (approximately SEK 360 m), with a term of three years, repayable in full at
the end of the term, and
• a corporate bond with SEK, novated from Haldex AB, totaling SEK
175 m, with a term of three years six months, also repayable in full
at the end of the term.

Consolidation
Subsidiaries are all entities over which the group has the power to govern the financial and operating policies generally accompanying a
shareholding of more than one half of the voting rights. The existence

and effect of potential voting rights that are currently exercisable or
convertible are considered when assessing whether the group controls
another entity. Subsidiaries are fully consolidated from the date on
which control is transferred to the group. They are deconsolidated
from the date that control ceases.
The group uses the acquisition method of accounting to account for
business combinations. The consideration transferred for the acquisition of a subsidiary is the fair values of the assets transferred, the liabilities incurred and the equity interests issued by the group. The consideration transferred includes the fair value of any asset or liability
resulting from a contingent consideration arrangement. Acquisitionrelated costs are expensed as incurred. Identifiable assets acquired
and liabilities and contingent liabilities assumed in a business combination are measured initially at their fair values at the acquisition
date. On an acquisition-by-acquisition basis, the group recognizes any
non-controlling interest in the acquiree either at fair value or at the
non-controlling interest’s proportionate share of the acquirer’s net
assets.
The excess of the consideration transferred the amount of any noncontrolling interest in the acquiree and the acquisition-date fair value
of any previous equity interest in the acquiree over the fair value of the
group’s share of the identifiable net assets acquired is recorded as
goodwill. If this is less than the fair value of the net assets of the subsidiary acquired in the case of a bargain purchase, the difference is
recognized directly in the statement of comprehensive income. Intercompany transactions, balances and unrealized gains on transactions
between group companies are eliminated. Unrealized losses are also
eliminated. Accounting policies of subsidiaries have been changed
where necessary to ensure consistency with the policies adopted by the
group.

Transactions with non-controlling interest
The group treats transactions with non-controlling interests as transactions with equity owners of the group. For purchases from non-controlling interests, the difference between any consideration paid and
the relevant share acquired of the carrying value of net assets of the
subsidiary is recorded in equity. Gains or losses on disposals to noncontrolling interests are also recorded in equity.

Translation of foreign currency
The functional currency for the Concentric Group and the presentation currency is Swedish kronor (SEK).

Transactions and balance sheet items
Transactions in foreign currency are translated into SEK using the
exchange rates at the transaction date. Exchange gains and losses
resulting from these transactions and the translation of monetary
assets and liabilities at the closing rate are recognized in the consolidated income statement exchange rate gains or losses from transactions that fulfill the requirements for hedge accounting are recognized
in other comprehensive income (OCI).

Subsidiaries
The balance sheets and income statements of subsidiaries with a different functional currency than the groups’ presentation currency are
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translated by translating assets and liabilities at the closing rate and
income and expenses at the average rate during the year. Translation
differences resulting from the translation of foreign subsidiaries’ net
assets at different rates on the opening and the closing dates are recognized directly in the translation reserves in OCI.
Exchange rate differences on loans and other instruments that are
used as hedging instruments for net investments in foreign currency
are recognized directly in the translation reserves in OCI.

Revenue recognition
Income from the sale of goods and services is recognized when the
goods/services are delivered in accordance with the terms of delivery
with the customer, as soon as significant risk and rewards associated
with ownership are adjudged to have been transferred to the purchaser. The income is reported at fair value net of vat, discounts
granted and returned goods.
Intra-Group transactions are eliminated.

Leasing
As lessee
Leasing is classified in the consolidated financial statements as either
finance or operating leases, depending on whether the Company
retains all the risks and benefits associated with ownership of the
underlying asset. A requirement for the reporting of financial leasing
is that the fixed asset be posted as an asset item in the balance sheet
and that the leasing obligation be recognized as a liability in the balance sheet. Fixed assets are depreciated according to plan over their
useful life, while lease payments are recognized as interest expenses
and amortization of debt. Leasing agreements which are not financial
are operating leases. No asset or liability items are recognized in the
balance sheet in the case of operating leases.
The lease payments of operating leases are expensed in the income
statement on a straight-line basis over the term of the lease.

financial benefits that are expected to be generated by the product
development. The useful life is not normally assessed as exceeding five
years.

Brands, licenses and patents
Brands, licenses and patents are recognized at cost less accumulated
amortization plus any impairment losses. Brands, licenses and patents, which are acquired through business acquisitions, are recognized at fair value on the day of acquisition. Brands, licenses and patents have a determinable useful life over which straight-line amortization is applied to distribute the cost in the income statement. The
expected useful life of licenses and patents is estimated at 3–15 years.
The expected useful life of brands is estimated at 20 years.

Customer relations
Customer relations acquired through business combinations are recognized at fair value on the day of the acquisition and subsequently at
cost less accumulated amortization and any impairment losses. Customer relations have a determinable useful life estimated at 11–17
years. Straight-line amortization is applied over the estimated useful
life of customer relations.

Software and IT systems
Acquired software licenses and costs for development of software that
are expected to generate future financial benefits for the Group for
more than three years are capitalized and amortized over the expected
useful life (3–5 years).

Goodwill
The excess of the consideration transferred the amount of any noncontrolling interest in the acquiree and the acquisition-date fair value
of any previous equity interest in the acquiree over the fair value of the
identifiable net assets acquired is recorded as goodwill.

Tangible fixed assets

Financial instruments

Tangible fixed assets consist of buildings (offices, factories, warehouses), land and land improvements, machines, tools and installations. These assets are measured at cost less depreciation and any
impairment losses. Scheduled depreciation is based on the acquisition
value and estimated economic life of the assets. Buildings are depreciated over 25–50 years. Machinery and equipment are usually depreciated over 3–10 years, while heavier machinery, has an economic life of
20 years. Land is not depreciated. The assets’ residual values and useful lives are reassessed every closing day and adjusted if needed. The
tangible assets are free from any pledges or other encumbrances.

The Group classifies its financial instruments in the following categories: financial assets valued at fair value through profit or loss, loans
and receivables, financial instruments held to maturity and financial
assets available for sale. The classifications are based on the purpose
of the acquired instrument. Management determines the classification
of the instruments when they are first recognized. During the fiscal
year, the Group had financial instruments belonging to financial
assets measured at fair value through profit or loss, as well as loans
and receivables.

Intangible assets
Product development
Costs for developing new products are recognized as intangible fixed
assets when the following criteria are met: it is likely that the assets
will result in future financial benefits to the company; the acquisition
value can be calculated reliably; the company intends to finish the
asset and has technical and financial resources to complete its development. The documentary basis for capitalizing product development
costs can consist of business plans, budgets or the company’s forecasts
of future earnings. The acquisition value is the sum of the direct and
indirect expenses accruing from the point in time when the intangible
asset fulfills the above criteria. Intangible assets are recognized at cost
less accumulated amortization taking into account any impairment
losses. Amortization begins when the asset becomes usable and is
applied in line with the estimated useful life and in relation to the
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Financial assets measured at fair value through profit
or loss
This category has two sub-categories: financial assets held for trading
and assets that from the very beginning are attributed to the category
measured at fair value through profit or loss. A financial asset is classified in this category if it has been acquired primarily with a view to
being resold in the near future or if this classification is determined by
company management. Derivative instruments are also categorized as
being held for sale, assuming that they have not been identified as
hedging instruments.

Loans and receivables
Loans and receivables are non-derivative financial assets with established or determinable payments that are not listed on an active market. They occur when the Group supplies money, products or services
directly to the customer without intending to trade the resulting claim.

They are included in current assets, with the exception of items with
due dates more than 12 months after the closing day, which are classified as fixed assets.

Recognition of derivative instruments
Derivative instruments are recognized in the balance sheet as of the
trade date and are measured at fair value, both initially and during
subsequent revaluations. The method used for recognizing the profit
or loss arising at every revaluation occasion depends on whether the
derivative has been identified as a hedging instrument and, if this is
the case, the nature of the hedged item. The Group identifies certain
derivatives as either: 1) hedging of the fair value of assets or liabilities;
2) hedging of forecast flows (cash flow hedging) or 3) hedging of net
investment in a foreign operation. To qualify for hedge accounting,
certain documentation is required concerning the hedging instrument
and its relation to the hedged item. The Group also documents goals
and strategies for risk management and hedging measures, as well as
an assessment of the hedging relationship’s effectiveness in terms of
countering changes in fair value or cash flow for hedged items, both
when the hedging is first entered into and subsequently on an ongoing
basis.

The fair value of financial instruments that are not traded in an active
market (for example, over-the-counter derivatives) is determined by
using valuation techniques. These valuation techniques maximise the
use of observable market data where it is available and rely as little as
possible on entity specific estimates. If all significant inputs required
to fair value an instrument are observable, the instrument is included
in level 2 of the fair value hierarchy.
The only financial instruments that are measured at fair value are
forward contracts which are categorized in level 2.

Inventories
Inventories are valued at the lowest of the acquisition cost, in accordance with the first-in first-out principle and the net realizable value.
The cost of finished goods and work in progress comprises raw
materials, direct labor, other direct costs and related production overheads (based on normal operating capacity).

Accounts receivable from customers
After individual valuation, receivables are valued in the amounts in
which they are expected to be paid.

Cash and cash equivalents
Fair value hedges
Changes in fair value of derivatives that are classified as fair value
hedges and fulfill the conditions for hedge accounting are recognized
in the income statement with the changes in the fair value of the asset
or liability that caused the hedged risk.

Cash and cash equivalents includes cash, cash in banks, other shortterm investments that fall due in less than three months and bank
overdraft facilities. Bank overdraft facilities are recognized in the balance sheet as borrowing under current liabilities.

Receivables and liabilities
Cash flow hedging
Cash flow hedging is applied for future flows from sales. The portion of
changes in the value of derivatives that satisfy the conditions for hedge
accounting is recognized directly in OCI. The ineffective portion of
profit or loss is recognized directly in the income statement, among
financial items. The unrealized profit or loss that is accumulated in
OCI is reversed and recognized in the income statement when the
hedged item affects profit or loss (for example, when the forecast sale
that has been hedged actually occurs).
If a derivative instrument no longer meets the requirements for
hedge accounting, is sold or terminated, what remains is any accumulated fair value in OCI, which is recognized in the income statement at
the same time as the forecast transaction is finally recognized in the
income statement. When a forecast transaction is no longer expected
to occur, the accumulated profit or loss recognized in equity is immediately transferred to the income statement.

Hedging of net investments
Accumulated gains/losses from revaluation of hedges of net investments that fulfill the conditions for hedge accounting are recognized
in OCI. When operations are divested, the accumulated effects are
transferred to the Income Statement and affect the Company’s net
profit/loss from the divestment.

Calculation of fair value
Fair value of financial instruments that are traded in an active market
(for example, publicly quoted derivative instruments, financial assets
that are held for trade and financial assets that are held for sale) is
based on the quoted market rate on the closing day. The quoted market rates used for the Company’s financial assets are the actual bid
prices; quoted market rates used for financial liabilities are the actual
asked prices. These instruments are categorized as level 1 in the fair
value hierarchy.

Receivables and liabilities in foreign currencies are valued at the yearend rate. Exchange gains and losses pertaining to operational currency flows are recognized in operating income.
Current and long-term interest-bearing liabilities are recognized in
the balance sheet at amortized cost.

Provisions
Provisions are recognized in the balance sheet when the Group has
future obligations resulting from an event that is likely to result in
expenses that can be reasonably estimated. Provisions for restructuring costs are recognized when the Group has presented a plan for carrying out the measures and the plan has been communicated to all
affected parties.

Employee benefits
Pension commitments
The Group has both defined-benefit and defined-contribution pension
plans. Administration of the plans is handled by a third party at e.g. a
fund management company, an insurance company or a bank. The
plans are fee-financed and the financing is recognized in profit and
loss. The size of the fee depends on actuarial estimations that are performed once annually.
Defined-benefit plans state which amount an employee can expect
to receive after retirement, calculated on the basis of factors such as
age, length of service and future salary.
Defined-contribution plans mainly include retirement pensions,
disability pensions and family pensions, and a defined contribution,
normally expressed as a percentage of current salary, is paid to a separate legal entity. The employee is responsible for the risk inherent in
these plans and the Group does not have any further obligations if the
fund’s assets decline in value. No debt is recognized in the balance
sheet.
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The debt recognized in the balance sheet pertaining to defined-benefit
pension plans is the present value of the defined-benefit obligation on
the closing day less the fair value of the plan assets, adjusted for any
non-recognized actuarial gains/losses. Defined-benefit pension obligations are calculated annually by independent actuaries using the
projected unit credit method. The present value of the obligations is
determined by discounting the estimated future cash flow.
Actuarial gains/losses from experience-based adjustments and
changes in actuarial assumptions exceeding the highest of 10 percent
of the value of the plan assets and 10 percent of the defined-benefit
obligation are recognized as an expense or revenue over the employees’ average remaining period of service in accordance with the “corridor method”.
Swedish Group companies apply UFR 4, which means that tax on
pension costs is calculated on the difference between pension costs in
accordance with IAS 19 and pension costs determined in accordance
with local regulations.

Share-based payment
The Group has a share-based payment plan in the form of an incentive
program directed at senior executives and key employees. The company obtains services from employees as compensation for equity
instruments (options) in the Group.
The fair value of the service that entitles employees to an allotment
of options is expensed and based on the fair value of the allotted
options. The cost is distributed over the vesting period, meaning the
period during which the stated vesting conditions shall be fulfilled.
For further information about the incentive program, see Note 8.

Taxes
The tax expense for the period comprises current and deferred tax. Tax
is recognized in the income statement, except to the extent that it
relates to items recognized in OCI or directly in equity. In this case, the
tax is also recognized in OCI or directly in equity, respectively. The
current income tax charge is calculated on the basis of the tax laws
enacted or substantively enacted at the balance sheet date in the countries where the company and its subsidiaries operate and generate taxable income. Management periodically evaluates positions taken in tax
returns with respect to situations in which applicable tax regulation is
subject to interpretation. It establishes provisions where appropriate
on the basis of amounts expected to be paid to the tax authorities.
Deferred income tax is recognized, using the liability method, on
temporary differences arising between the tax bases of assets and liabilities and their carrying amounts in the consolidated financial statements. However, deferred tax liabilities are not recognized if they
arise from the initial recognition of goodwill; deferred income tax is
not accounted for if it arises from initial recognition of an asset or liability in a transaction other than a business combination that at the
time of the transaction affects neither accounting nor taxable profit or
loss. Deferred income tax is determined using tax rates (and laws) that
have been enacted or substantially enacted by the balance sheet date
and are expected to apply when the related deferred income tax asset
is realized or the deferred income tax liability is settled.
Deferred income tax assets are recognized only to the extent that it
is probable that future taxable profit will be available against which the
temporary differences can be utilized. Deferred income tax is provided
on temporary differences arising on investments in subsidiaries and
associates, except for deferred income tax liability where the timing of
the reversal of the temporary difference is controlled by the group and
it is probable that the temporary difference will not reverse in the fore-
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seeable future. Deferred income tax assets and liabilities are offset
when there is a legally enforceable right to offset current tax assets
against current tax liabilities and when the deferred income taxes
assets and liabilities relate to income taxes levied by the same taxation
authority on either the same taxable entity or different taxable entities
where there is an intention to settle the balances on a net basis.

Cash flow statement
The Cash Flow Statement is prepared using the indirect method. This
means that the operating income is adjusted for transactions that do
not entail receipts or disbursements during the period, and for any
income and expenses referable to cash flows for investing or financing
activities.

Government assistance
Government assistance connected to the acquisition of fixed assets has
reduced the acquisition value of the particular assets. This means that
the asset has been recognized at a net acquisition value, on which the
size of depreciation has been based.

Amendments to accounting principles and informative
statements
New and amended standards adopted by the group as of
January 1, 2010
The following new standards and amendments to standards are mandatory for the first time for the financial year beginning 1 January
2010. This concerns those standards and interpretations that are
deemed material for the company.
IFRS 3 (revised), ‘Business combinations’, and consequential
amendments to IAS 27, ‘Consolidated and separate financial statements’, IAS 28, ‘Investments in associates’, and IAS 31, ‘Interests in
joint ventures’, are effective prospectively to business combinations
for which the acquisition date is on or after the beginning of the first
annual reporting period beginning on or after 1 July 2009. The revised
standard continues to apply the acquisition method to business combinations but with some significant changes compared with IFRS 3.
For example, all payments to purchase a business are recorded at fair
value at the acquisition date, with contingent payments classified as
debt subsequently re-measured through the statement of comprehensive income. There is a choice on an acquisition-by-acquisition basis
to measure the non-controlling interest in the acquiree either at fair
value or at the non-controlling interest’s proportionate share of the
acquiree’s net assets. All acquisition-related costs are expensed.
IAS 27 (revised) requires the effects of all transactions with noncontrolling interests to be recorded in equity if there is no change in
control and these transactions will no longer result in goodwill or
gains and losses. The group will apply the standard prospectively.
IFRS 5 (amendment), ‘Non-current assets held for sale and discontinued operations’. The amendment clarifies that IFRS 5 specifies the
disclosures required in respect of non-current assets (or disposal
groups) classified as held for sale or discontinued operations.
New standards, amendments and interpretations issued
but not effective for the financial year beginning January 1,
2010 and not early adopted
IFRS 9, ‘Financial instruments’, issued in November 2009. This
standard is the first step in the process to replace IAS 39, ‘Financial
instruments: recognition and measurement’. IFRS 9 introduces new
requirements for classifying and measuring financial assets. The
project is divided into several parts and will be finalized during 2011.

This is to be considered to the standard is not applicable until 1 January 2013 but is available for early adoption. However, the standard has
not yet been endorsed by the EU. The group has not evaluated the
effect of IFRS 9 of the financial reports.
Revised IAS 24 (revised), ‘Related party disclosures’, issued in
November 2009. It supersedes IAS 24, ‘Related party disclosures’,
issued in 2003. IAS 24 (revised) is mandatory for periods beginning
on or after 1 January 2011. Earlier application, in whole or in part, is
permitted. However, the standard has not yet been endorsed by the
EU.
The revised standard clarifies and simplifies the definition of a
related party. The group will apply the revised standard from 1 January 2011. When the revised standard is applied, the group and the parent will need to disclose any transactions between its subsidiaries and
its associates. The group is currently putting systems in place to capture the necessary information. It is, therefore, not possible at this
stage to disclose the impact, if any, of the revised standard on the
related party disclosures.
Several other changes have been made of standards and interpretations however they are not considered to have any impact on the
group’s financial statements.

NOTE 3

Important estimations and assumptions

The Consolidated Financial Statements contain estimations and
assumptions about the future. These are based on both historical
experience and expectations for the future. The areas with the highest
risk for future adjustments of carrying amounts are mentioned below.

Goodwill
During 2010, the Group’s goodwill was tested for impairment. As per
31 December 2010, the total goodwill amounted to SEK 494 m (558).
The testing was performed at operating segment level. Americas segment and Europe and RoW segment constitute the Group’s cash generating units. The goodwill value assigned to Americas segment
amounts to SEK 172 m and to Europe and RoW segment amounts to
SEK 322 m. The impairment testing is performed by discounting
expecting future cash flows, as determined in the individual segments
business plans. The value is set in relation to the carrying amount of
the segment’s goodwill. Future cash flow is calculated on the basis of
official market data relevant to Concentric’s type of industry, while
consideration is also taken for the Concentric’s historical financial
performance and future benefits from current improvement programs.
The forecast period for testing of goodwill is five years and after the
explicit forecast period, a residual value is assigned, which is assumed
to represent the value of the business following the final year of the
forecast period. The residual value has been calculated on the basis of
an assumption concerning a sustainable level for the free cash flow
(after the forecast period) and the level of growth. The residual value
has been calculated on the basis of an assumption concerning a sustainable level for the free cash flow after the end of the forecast period.
The growth after the end of forecast period has been estimated to 2
percent (2 percent). The calculation of the residual value includes all
future cash flows after the end of the forecast period.
When discounting expected future cash flows, a weighted average
cost of capital before tax (WACC) is used, currently 9 percent (9 percent). The weighted average cost of capital has been calculated on the
basis of the following assumptions:
• Risk-free interest rate: Ten year government bond rate.

•
•
•

•

Markets risk premium: 5 percent.
Beta: Established beta value for the Group.
Interest expense: Has been calculated as a weighted interest rate
on the basis of the Group’s financing structure in various currencies, and taking a loan premium into account.
Tax rate: According to the tax rate applying in the specific country.

The impairment tests performed in 2010 and 2009 did not reveal any
need to impair goodwill. A 1 percent change in the discount rate or a 10
percent decrease in cash flow does not change the outcome of the
assessment.

Development projects
Concentric capitalizes costs concerning development projects. These
capitalized development projects are tested for impairment each year
or when there is an indication of a decrease in value. The tests are
based on a prediction of future revenue and corresponding production
costs. In case the future volumes, prices or costs diverge negatively
from the predictions, an impairment loss may arise.
Development projects are considered to be a normal part of Concentric’s business. Generally impairment tests are carried out with the
same assumptions (i.e. WACC) as the impairment test on goodwill.
However, since individual risk assessment points out different risks in
the different projects, the WACC is adjusted to consider the estimated
risk in each individual project. Development projects considered a
higher risk are tested with a higher WACC than a project with a considered lower risk.
A 1 percent change in the discount rate or a 10 percent decrease in
cash flow does not change the outcome of the assessment.

Income taxes
The Group pays tax in many different countries. Detailed calculations
of future tax obligations are completed for each tax object within the
Group. The Group recognizes liabilities for anticipated tax audit issues
based on estimates of whether additional taxes will be due. Where the
final tax outcome of these matters is different from the amounts that
were initially recorded, such differences will impact the current and
deferred income tax assets and liabilities in the period in which such
determination is made.

Warranty reserves
The Group continuously assesses the value of the reserves in relation
to the estimated need. The warranty reserve represented 1.3 percent of
net sales as of December 31, 2010 (2.1).

Pensions
The pension liabilities recognized in the balance sheet are actuaryestimated and are based on annual assumptions. These assumptions
are described in Note 22.
A change in estimate has been done regarding discount rate of the
Swedish defined benefit pension plans. Haldex Group has previously
used government bonds but as of 2010-12-31 Swedish mortgage-bonds
are used, which are considered to be high quality corporate bonds. The
change in estimate of discount rate has lead to an actuarial gain for the
reporting period.

NOTE 4

Segment reporting

Operating segments reported in a manner that matches how internal
reporting is submitted to the Group's highest executive decision-
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maker. The Group has divided its operation into two reporting segments, the Americas and Europe and the Rest of the World (RoW),
considering that it is at this level that the Group's earnings are monitored and strategic decisions are made.
The operating segments derive their revenues from development,
manufacturing and distribution of hydraulic lifting systems, drive systems for industrial vehicles, pumps for lubricants, cooling water and
fuel in diesel engines.
The Americas segment comprises the Group's operation in the
United States. The Europe and the RoW segment comprises the
Group's operation in Europe, India and China.
The evaluation of an operating segment's earnings is based on
EBIT.
Assets and liabilities not allocated to segments are financial assets
and liabilities.
No single customer accounts for more than 20 percent of the comprehensive income of the Group as a whole. The top two customers for
the group contributed net sales in 2010 of SEK 388m (19.6 percent)
and SEK 302m (15.3 percent) respectively. These two customers were
supplied from both the Americas and Europe & ROW operating segments.
The location of the customer forms the basis of sales by geographic
area.

Operating income/loss (EBIT) per operating segment:

Amounts in SEK m

1) 

2010

2009

2009

62

17

Europe & RoW

47

(132)

Total operating income/loss (EBIT)

109

(116)

Financial net

(56)

(48)

52

(164)

Amounts in SEK m

2010

2009

USA

Earnings/loss before tax
Sales by customer location − geographic area

1,050

792

Germany

293

198

UK

173

104

Sweden

132

82

Other

329

230

1,977

1,406

Amounts in SEK m

2010

2009

Hydraulic products1)

1,005

765

Total Group
Sales by product line

Engine products1)
Total Group

972

641

1,977

1,406

Hydraulics products consist of products sold primarily for use in hydraulic systems.
Engine products consist of products sold primarily for use in diesel engines

2) 

Americas
Net sales 1)

2010
Americas

1,068

796

62

17

2010

2009

Operating margin, %

5.8

2.1

USA

Assets

723

815

91

123

Germany

Liabilities

295

330

41

60

UK

13.1

4.5

31

33

Sweden

Net investments

(4)

(7)

17

20

Other

Depreciation and amortization

48

37

20

50

Total Group

Number of employees, average

417

461

200

286

909

610

Operating income/loss (EBIT)

Return on capital employed, %

Europe & RoW
Net sales 1)
Operating income/loss (EBIT)

47

(132)

5.1

(21.8)

1,156

1,189

Liabilities

523

821

Return on capital employed, %

5.7

(12.5)

22

46

Operating margin, %
Assets

Net investments
Depreciation and amortization

53

71

Number of employees, average

862

1,174

5

210

368

359

Not broken down by segments
Assets
Liabilities

Tangible assets by operating location
Amounts in SEK m

NOTE 5

2010

2009

Direct material costs

(964)

(712)

Personnel costs

(484)

(438)

Depreciation and amortization

(101)

(107)

Other operating costs

(319)

(265)

Total operating costs

(1,868)

(1,522)

NOTE 6

Operating income/loss (EBIT)

Average number of employees
2010

Total Group
Net sales 1)

Costs distributed by type

1,977

1,406

Sweden

109

(116)

USA

2009

Women

Men

Total Women

41

86

128

33

Men
76

Total
109

131

284

414

115

342

457
541

5.5

(8.2)

China

26

88

114

161

381

Assets

1,885

2,215

Germany

21

151

172

19

149

168

Liabilities

1,186

1,510

Great Britain

34

208

241

22

170

193

8.8

(6.7)

India

14

148

162

17

39

Depreciation and amortization

101

107

Number of employees, average

1,279

1,635

Operating margin, %

Return on capital employed, %
Net investments

1)

Sales by operating segment, external sales

92

15

191

206

France

0

2

2

2

2

Italy

0

1

1

1

1

South Korea

0

1

1

268

1,011

1,279

364

1

1

1,271

1,635

NOTE 7

Salaries and other remuneration

Salaries and
remuneration

Of which
Board of
Directors
and CEO

Social
security
costs

Of which,
pension
costs

46

1

10

2

177

7

51

10

China

11

1

0

0

Germany

61

2

31

5

Great Britain

72

7

9

India

7

0

France

1

Italy
South Korea

2010
Sweden
USA

2009

Salaries and
remuneration

Of which
Board of
Directors
and CEO

Social
security
costs

Sweden

Of which,
pension
costs

38

2

11

2

143

5

52

15

China

22

1

0

0

Germany

52

2

24

4

2

Great Britain

64

5

9

3

0

0

India

4

0

0

0

0

1

0

France

1

0

1

0

1

0

0

0

Italy

1

0

0

0

1

0

0

0

South Korea

1

0

0

0

376

18

102

21

326

16

96

24

USA

The Board of Directors, President and other senior executives comprised 7 people (7). Variable remuneration to the President and other senior
executives amounted to SEK 6 m (4). Pension costs for the President and other senior executives accounted SEK 2 m (2) of the group’s total
pension costs.

NOTE 8

Information on remuneration of executive committee
2010

Amounts in SEK ‘000

Variable
remuneration

Pension

Basic salary/
Director fees

Variable
remuneration

−

−

−

−

−

−

2,305

1,844

267

2,385

491

286

10,422

4,172

1,165

10,208

2,879

1,261

Board of Directors 1)
President and CEO
Other senior executives
(8 people, including 1 woman)

2009

Basic salary/
Director fees

Pension

As Concentric AB was formed in December 2010 no fees to the Board of Directors was recognised in the 2010 accounts.

1) 

Incentive program
Haldex’s Annual General Meeting resolved in April 2007 to introduce
a long-term performance-based incentive program under which senior executives and key personnel would be allotted employee stock
options on condition that the participants became shareholders by
making their own investment in Haldex shares in the stock market.
In 2007 program, each share acquired in the market carries the
entitlement, free of charge, to an allotment of ten employee stock
options, whereby each option provides entitlement to the acquisition
of 1.5 Haldex share. A condition for allotment is that Haldex’s pre-tax
income has increased in relation to the preceding fiscal year by more
than 7 percent. Maximum allotment occurs on condition that pre-tax
income has increased in relation to the preceding year by 20 percent
or more. Employee stock options are issued in three series and, in
accordance with decisions by the Haldex Board of Directors, will be
allotted during 2008, 2009 and 2010. No allotment of the 2008 and
2009 options will occur on the basis of the company’s earnings outcome. Options were allotted in 2010.

NOTE 9

Employee stock options

Number
of shares

LTI 2007 LTI 2010

President and CEO

10,000

−

LTI 2007

Other senior executives

20,000

60,000

LTI 2010

30,000

60,000

NOTE 10

Auditing fees

PwC

In the 2010 program, each share acquired in the market carries
entitlement, free of charge, to an allotment of ten employee stock
options, whereby each option provides entitlement to the acquisition
of 1.0 Haldex share. A condition for allotment is that Haldex’s operating margin exceeds 1 percent, excluding restructuring expenses and
non-recurring cost/income from acquisitions or divestments during
the 2010 fiscal year. Maximum allotment occurs if the company’s
operating margin, as stated above, exceeds 4 percent. Employee stock
options are issued based on the company’s earnings outcome for 2010
and in accordance with the Haldex’s board’s decision during 2011,
Allotment will occur in 2011.

45,000
60,000
105,000

Depreciation

2010

2009

Audit assignments

1

2

Cost of goods sold

Audit operation outside the audit assignment

1

1

Administrative costs

Tax advice

−

−

Product development costs

Other assignments

−

−

2

3

2010

2009

49

64

5

7

18

5

72

76

93

NOTE 11

NOTE 13

Financial items net

Interest income
Interest expenses
Other financial items

2010

2009

4

8

(31)

(38)

(9)

(2)

Intangible assets

At January 31, 2009
Acquisition value

Miscellaneous expenses

(21)

(16)

Accumulated depreciation

Financial items net

(57)

(48)

Carrying amount

NOTE 12

Total deferred tax
Total income tax

2010

2009

(53)

25

35

5

(17)

30

The tax on the group’s profit before tax differs from the theoretical
amount that would arise using the weighted average tax rate applicable
to profits of the consolidated entities as follows:
Reconciliation of effective tax rate
Earnings before tax
Tax at applicable tax rate in Sweden

1,193

(14)

(47)

−

(33)

584

492

Opening carrying amount

584

492

69

1,146

Exchange rate differences

(26)

7

(4)

(23)

Investments

−

−

12

12

Acquisition/reclassification

−

−

−

0

Sales/scrappage

−

(16)

−

(16)

Depreciation

−

(3)

(3)

(5)

Write-down

−

(10)

−

(10)

−

(31)

69 1,146

Amortization on acquisitionrelated surplus values
Carrying amount

−

(31)

558

440

75 1,073

At December 31, 2009

(164)

Acquisition value

558

515

92

1,164

26%

26%

Accumulated depreciation

−

(9)

(17)

(26)

Accumulated
write-down

−

(10)

−

(10)

−

(56)

−

(56)

558

440

(8%)

11%

(4%)

0%

0%

(9%)

10%

Utilization of previously unrecognized
loss carryforwards

0%

(2%)

Tax loss carryforwards for which no deferred
tax asset has been recognized

7%

(3%)

Other taxes

0%

(1%)

33%

18%

The income tax charged/credited to equity during the year is as follows:
2010

2009

Deferred tax:
Group contribution

84

2009

(2%)

Reported effective tax rate

525

52

Non-deductible expenses
Tax attributable to prior years

Total

584

2010

Differences in tax rates of different countries
of operation
Non-taxable revenues

Capitalized
development costs

January 1−
December 31,2009

Taxes

Total current tax

Goodwill

Patents
and other
intangible
assets

2

(8)

2

(8)

Accumulated amortization
on acquisition-related
surplus values
Carrying amount

75 1,073

January 1−
December 31,2010
Opening carrying amount

558

440

75

1,073

Exchange rate differences

(39)

(30)

(2)

(71)

Investments

−

−

3

3

Acquisition/reclassification

−

−

−

0

(24)

(8)

−

(33)

Depreciation

−

(2)

(15)

(17)

Write-down

−

−

−

0

Sales/scrappage

Amortization on acquisitionrelated surplus values
Carrying amount

−

(29)

−

(29)

494

371

61

926

At December 31, 2010
Acquisition value

494

458

90

1,043

Accumulated depreciation

−

(2)

(29)

(32)

Accumulated
write-down

−

−

−

0

−

(85)

−

(85)

494

371

61

926

Accumulated amortization
on acquisition-related
surplus values
Carrying amount
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NOTE 14

Tangible fixed assets

Buildings

Land and land
improvements

Machinery
and other
technological
investments

Acquisition value

160

18

807

261

25

1,271

Accumulated depreciation

(77)

(3)

(612)

(211)

(0)

(904)

83

15

194

50

25

367

As per January 1, 2009

Book value

Equipment,
tools and
installations

Construction
in progress
and advances
to suppliers

Total

January 1−December 31, 2009
Opening book value

83

15

194

50

25

367

Exchange rate difference

(4)

(1)

(9)

(2)

0

(16)

Investments

2

0

28

8

(11)

27

Corporate differences/reclassifications

−

−

−

(0)

−

(0)

Sales/discards

(1)

−

(4)

(0)

−

(5)

Depreciation

(8)

(1)

(43)

(20)

−

(71)

Write-down

(15)

−

−

−

−

(15)

0

−

−

−

−

57

13

166

37

14

286

Reclassification to
Book value
As per December 31, 2009
Acquisition value

151

17

786

256

14

1,224

Accumulated depreciation

(79)

(4)

(620)

(220)

(0)

(923)

Accumulated write-down

(15)

−

−

−

−

(15)

−

−

−

−

−

57

13

166

37

14

Reclassification to
Book value

286

January 1−December 31, 2010
Opening book value

57

13

166

37

14

286

Exchange rate difference

(2)

(1)

(10)

(2)

(1)

(16)

2

0

19

3

(2)

23

(2)

−

1

−

−

(1)

(13)

−

(20)

(3)

0

(36)

(6)

(1)

(37)

(13)

−

(56)

Investments
Corporate differences/reclassifications
Sales/discards
Depreciation
Write-down

0

Reclassification to

0

Book value

0

37

11

119

21

12

200

As per December 31, 2010
Acquisition value
Accumulated depreciation

99

16

686

229

12

1,041

(62)

(5)

(567)

(208)

−

(841)

Accumulated write-down

0

Reclassification to
Book value

NOTE 15

37

11

119

21

12

200

Operational leases

The group’s operational lease contracts fall due as follows:

Premises

Machinery
and other
equipment

Total

8

17

24

2012−2015

19

38

57

2016−

16

0

17

2011

Expensed leasing fees during 2010 totaled SEK 26 t (21).
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NOTE 16

NOTE 18

Deferred income tax

Deferred income tax assets and liabilities are offset when there is a
legally enforcable right to offset current taxes and when the deferred
income taxes assets and liabilities relate to income taxes levied by the
same taxation authority on eighter the taxable entity or different taxable
entities where there is an intention to settle the balances on a net basis.
The gross movement on deferred income tax account is as follows:
At 1 January

2010

2009

(119)

(120)

35

5

Income statement charge (note 11)
Acquisition of subsidiary

0

0

Tax charged directly to equity (note 11)

2

(8)

Re-classification from current taxes

0

0

Exchange differences
At 31 December

12

4

(71)

(119)

Deferred income tax assets and liabilities, without taking into consideration to the offsetting of balances within the same tax jurisdiction, is
as follows:
Assets

Liabilities

2009

2010

2009

2010

2009

14

−

−

−

14

0

Tangible fixed assets

−

−

14

14

(14)

(14)

Intangible assets

−

−

20

31

(20)

(31)

Provisions

5

4

−

−

5

4

Tax allocation reserves

−

−

−

−

0

0

35

43

−

−

35

43

−

−

104

119

(104)

(119)

14

3

−

6

14

(2)

Pension and similar
obligations
Acquisition related
surplus values
Other
Net deferred tax assets/
tax liability

68

50

138

169

2010
Forward exchange
contracts
Currency swaps − at fair
value through profit or loss

1

1

23

Finished products

42

38

181

149

2010

2009

1

18

Rents and insurance

5

5

Accrued income

0

1

Other prepaid expenses

9

7

Other current receivables

16

44

31

75

2010

2009

NOTE 19

Other current receivables

Tax receivables
Prepaid expenses and accrued income

(71)

Assets

(119)

Liabilities
1

Cash and cash equivalents

257

217

257

217

Long-term interest-bearing liabilities
2010

0

−

−

1

−

1

1

2

0

The financial instruments recognized at fair value in the balance sheet
belong to Tier 2 in the fair value hierarchy, meaning that their fair
value is determinable, directly or indirectly, from observable market
data.
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NOTE 21

2009

Liabilities

88

Semi-manufactured products

Bank accounts and cash

Derivative instruments

Assets

2009

119

NOTE 20

Deferred income tax assets are recognized for tax loss carry-forwards
to the extent that the realization of the related tax benefit through
future taxable profits is probable.
All recognized tax loss carry-forwards have an expiry day exceeding ten years.

NOTE 17

2010
Raw materials

Net

2010
Tax loss carry-forwards

Inventories

2009

Other secured loans

−

590

Total

−

590

NOTE 22

Pensions and similar obligations

Pension liabilities in the balance sheet

Plan assets
2010

2009

Group

2010

2009

896

789
56

FPG/PRI-pensions

20

19

Opening balance, pension liabilities (net)

Defined-benifit healthcare benefit

33

41

Expected return on plan assets

57

Other defined-benefit plan

73

82

Contribution from employers

15

31

126

142

(14)

(21)

44

40

Concentric has defined-benefit plans for pensions in Sweden, Germany,
Great Britain and USA. The pensions under these plans are based
mainly on final salary. Contribution-based plans are also found in these
countries, Net actuarial losses on pension obligations and planed assets
increased during 2010 by SEK 1 m. At the year-end the net actuarial
losses totaled 7 percent of the present value of the pension obligation.
The return on plan assets recognised in the income statement
totaled SEK 57 m, while the actual return was 101 m. The plan assets
consist primarily of shares, interest-bearing securities and shares in
mutual funds. The defined-benefit plans in Great Britain and in USA are
currently underfunded and there is an agreed schedule of annual makeup payments totalling approximately SEK 28 m currently in place.
Group

2010

2009

Pension obligations, funded plans, present value
as of December 31

1,101

1,089

Plan assets, fair value as of December 31

(922)

(896)

179

193

Total
Pension obligations, unfunded plans, present
value as of December 31

26

27

Unreported actuarial gains (+), losses (−)

(79)

(78)

Net liability in the balance sheet

126

142

Disbursement of pension payments
Unreported actuarial gains (+), losses (−), plan assets
Exchange rate difference

(76)

1

Plan assets, fair value

922

896

2010

2009

142

161

Reconciliation of interest-bearing pension liabilities
Group
Opening balance, pension liabilities (net)
Pension cost

17

17

Benefit paid

(18)

(23)

Contribution from employers

(15)

(31)

Compensation from plan assets

14

21

Exchange rate difference

(14)

(3)

According to balance sheet

126

142

Actuarial assumptions
Percent

Sweden Germany

Pensions vested during the period
Interest on obligations

5.70

Discount rate, December 31

4.80

5.10

5.70

5.45

Expected return on assets

5.10

4.70

6.90−7.00

7.20

Expected salary increase

3.00

3.00

4.00

3.50

Expected inflation

2.00

2.00

3.20

2.50

Experience-based change in unrecognized actuarial gains (+)/losses (−)

922

(61)

Surplus (+)/deficit (−)

205

221

Experienced-based adjustment of obligation

(9)

(29)

Experienced-based adjustment of assets

44

40

(61)

0

(17)

(16)

(8)

(8)

(25)

(24)

Group

2010

2009

Opening balance

1,117

942

9

11

Pension obligation

Benefit paid
Unreported actuarial gains (−), losses (+),
pension obligations
Exchange rate differences
Pension obligations, current value

896

Plan assets

56

Interest on obligation

2009
1,117

(11)

57

Pensions vested during the period

2010
1,127

2009

(4)

Total pension costs

Present value uf defined benefit obligation

(9)

Amortization of unreported actuarial gains (+), losses (−)

Pension costs, defined-contribution plans

5.70

4.10

2010

Expected return on plan assets
Pension costs, defined-benifit plans

USA

5.75

Discount rate, January 1

Total pension costs
Group

Great
Britain

61

62

(18)

(23)

57

134

(99)

(9)

1,127

1,117

Experienced-based adjustments of obligations is any deviation from
the basic assumptions made in the calculation of the pension obligation. This could, for example, pertain to change in expectation concerning employee turnover, premature retirement, pay increases and
length of life.
Experienced-based adjustments of plan assets is any discrepancy
between the expected return and the real return on the plan assets.
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NOTE 23

NOTE 25

Other provisions
Warranty
reserves

Opening balance
January 1, 2010

Total

29

Provisions

29
4

Reversals

4

(−3)

December 31, 2010

NOTE 24

Restructuring
reserves

26

(−3)
4

30

2010

2009

14

6

Personnel costs

45

35

Other accrued expenses

88

63

36

96

183

200

Tax liabilities

The sale of Hydraulics Systems operation in Qingzhou, China was
finalised in April 2010. The selling price was SEK 24.5 m on a debtfree basis. The proceeds received from the transaction were paid to a
Haldex AB subsidiary outside of the Concetric Group in settlement for
outstanding inter-group loans. As such, the proceed had no impact on
Concentric Groups cash flow. The transaction generated a capital loss
of SEK 19 m.

NOTE 26

Current liabilities

Corporate divestments

Related party transactions

The parent company is a related party to its subsidiaries. Transactions
with subsidiaries occur on commercial market terms. Remuneration
to senior executives is presented in Note 8.

Accrued expenses

Other current liabilities
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NOTE 27

Events after balance-sheet date

During the first quarter of 2011, new financing agreements have been
signed with a couple of banks, securing EUR 40 m (approximately SEK
360 m) of multi-currency credit facilities for a term of 3 years. An
agreement has also been made with Haldex AB’s corporate bondholder to novate SEK 175 m of the current bond facility to Concentric
for a term of 3 years and 6 months. In addition, Haldex AB made a
capital contribution of SEK 50 m into Concentric.
The parent company, Concentric AB, was formed in November
2010. As part of the restructuring of the Haldex Group, Concentric AB
acquired the Hydraulic Systems Division’s operations in the USA in
March of 2011.

Auditor’s report on historical financial statements

To the Board of Directors of Concentric AB (publ)
Corp. ID No. 556828-4995

We have audited the financial statements for Concentric AB
on pages 80–99, which comprise the balance sheet as of December 31, 2010 and December 31, 2009 and the income statement, cash flow statement and statement of changes in equity
for the years then ended, and a summary of significant accounting policies and other explanatory notes.

The Board of Directors and the Managing Directors
responsibility for the financial statements
The Board of Directors and the Managing Director are responsible for the preparation and the fair presentation of the financial statements in accordance with International Reporting Standards as adopted by the EU and as described in note 2
Summary of important accounting principles and the requirements of the Prospectus Directive Implementing Regulation
809/2004/EC. This responsibility includes designing, implementing and maintaining the internal control relevant to prepare and appropriately present the financial statements free
from material misstatements, whether due to fraud or error.

The Auditor’s responsibility
Our responsibility is to express an opinion on these financial
statements based on our audit. We conducted our audit in accordance with Fars Recommendation RevR 5 Examination of
Prospectus. This recommendation requires that we have complied with ethical guidelines and that we have planned and performed the audit to obtain reasonable assurance that the financial statements are free from material misstatements.

An audit in accordance with Fars Recommendation RevR 5
Examination of Prospectus involves performing procedures
to obtain audit evidence corroborating the amounts and disclosures in the financial statements. The audit procedures selected depend on our assessment of the risks of material misstatements in the financial statements, whether due to fraud or
error. In making those risk assessments, we consider internal
control relevant the Company´s preparation and presentation
of the financial statements as a basis for designing audit procedures that are applicable under those circumstances but not
for the purpose of expressing an opinion on the effectiveness of
the Company´s internal control. An audit also involves evaluating the accounting policies applied and the reasonableness
of the significant accounting estimates made by the Board of
Directors and the Managing Director and evaluating the overall financial statement presentation.
We believe that the audit evidence received is sufficient
and appropriate supporting documentation for our opinion.

Opinion
In our opinion, the financial statements give a true and fair
view of the financial position, financial performance, changes
in equity and cash flow of Concentric AB as of December 31,
2010 and December 31, 2009, in accordance with International Financial Standards as adopted by EU and as described in
note 2 “Summary of important accounting principles”.

Stockholm May 23 2011
ÖhrlingsPricewaterhouseCoopers AB
Michael Bengtsson
Authorized Public Accountant
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Historical financial statements for the parent company

The information presented in the below is an extract from the annual
report and accounts for 2010 which was adopted by the Annual
General Meeting on April 18, 2011.

Annual reports and accounts for Concentric AB
Corp. Reg. No. 556828-4995

Directors report
The Board of Directors and the President of Concentric AB hereby
issue the annual report and Accounts for 2010.

Information of the business
The company was founded during 2010 and is a wholly-owned subsidiary of Haldex AB corp. reg. No. 556010-1155. The company has its
registered office in Stockholm. The main purpose of the company is to
manage investments in subsidiaries.

Significant events after the financial year
During the first quarter of 2011 Haldex AB has transferred its investment in Alfdex AB and Concentric Inc. to Concentric AB.
The Board of Haldex AB will, on the Annual General Meeting 2011,
propose a split of the Haldex Group and its Divisions, to thereby
become independent listed companies. Concentric AB will be the
issuer of the Haldex Hydraulics division and will be listed – if the proposal is granted – on the NASDAQ OMX Stockholm in June 2011. A
restructuring of the Haldex Group has been carried out during 2010,
and this work will be continued during 2011.
By the year end 2010 the company did have an internal loan
towards Haldex AB of SEK 300 m at the interest rate 6.45 percent.
After the financial year new credit pledges have been received and
these will become effective in connection with the listing on the stock
exchange in June 2011.

Risks
The operations during the financial year
During the financial year the company has aquired shares in subsidiaries from the parent company. The company has not had any employees during the financial year. Salaries and wages have not been paid
during the year. The administration has been handled by the parent
company. Audit fees have been paid by the parent company.

Investments in shares in subsidiaries are tested annually. In 2010
there was no indication of impairment of these assets.
Unless otherwise indicated, all amounts are in thousands of SEK.

Distribution of earnings
At the annual general meeting the following funds are at disposal:

Significant events during the financial year

Amounts in SEK

During the financial year the company has acquired shares in Haldex
Concentric Plc, Haldex Hydraulics AB, Haldex Hydraulics Gmbh, Haldex Hydraulics Hong Kong Company Ltd., Concentric S.A.S., Concentric Korea LLC and Concentric Srl.

Profits brought forward

100

Net profit of the year
Total

343,115,000
(215,287)
342,899,713

The Board of Directors propose that profits of 342,899,713 SEK will be
carried forward. At Haldex AB's Annual General Meeting it will be proposed that the company will be transformed into a public company,
and that a bonus will take place with the company as the issuer.
The company’s financial statement at 2010-12-31 is seen in the following income statement and balance sheet.

Parent company’s income statement

Amounts in SEK 000'

2010-11-30−2010-12-31

Interest costs

(215)

Earnings/loss before tax

(215)

Taxes
Net income/loss for the year

−
(215)

Statement of comprehensive income

Amounts in SEK 000'
Net income/loss for the year
Other comprehensive income
Total comprehensive income

2010-11-30−2010-12-31
(215)
−
(215)
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Parent company’s balance sheet

Amounts in SEK 000'

Note

2010

Financial fixed assets
Shares in subsidiaries
Total fixed assets

1

649,186
649,186

Current assets
Cash and cash equivalents

50

Total current assets

50

Total assets

649,236

Equity and liabilities
Equity
Share capital (500 shares of SEK 100)
Shareholders' contribution
Net income/loss for the year
Total equity

50
343,115
(215)
342,950

Current liabilities
Liabilities to group companies

306,287

Total current liabilities

306,287

Total equity and liabilites

649,236

Collateral pledged

None

Contingent liabilites

None
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Changes in equity

Attributable to parent company shareholders
Amounts in SEK 000'
Opening balance November 30, 2010

Share capital

Retained
earnings

Total

Total equity

0

0

0

0

(215)

(215)

(215)

(215)

(215)

(215)

50

50

343,115

343,115

343,115

Total comprehensive income for the period
Profit of loss
Total other comprehensive income
Total comprehensive income for the period

−
0

Transactions with owners
Initial capital

50

Shareholders' contribution
Total transactions with owners

50

343,115

343,165

343,165

Closing balance December 31, 2010

50

342,900

342,950

342,950
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Parent company’s cash flow statement

Amounts in SEK 000'
Cash flow from operating activities
Interest paid
Adjustment of items that do not affect cash flow
Taxes paid
Cash flow from operating activities

2010
0
(215)
−
0
(215)

Chang in working capital
Current receivables

−

Operating liabilites

−

Change in working capital

−

Cash flow from operating activities

(215)

Cash flow from investments
Net investments

(306,071)

Sale of shares in subsidiaries

−

Cash flow from investments

(306,071)

Cash flow from financing
Initial capital
Change in loan
Cash flow from financing
Change in cash and bank assets

50
306,287
306,337
50

Cash and bank assets, opening balance

0

Cash and bank assets, closing balance

50
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Accounting principles

The Financial Statements have been prepared in accordance with
Årsredovisningslagen and RFR 2, Redovisning för juridiska personer.
Group accounting has not been prepared in accordance with Årsredovisningslagen chapter 7, 2§.

ble amount is set. If this is lower than the carrying amount a write
down is done. Impairment losses are recognized in the items Income
from investments in subsidiaries and Profit from associated companies.

Shares in subsidiaries

Borrowings

Shares in subsidiaries are carried at cost less any impairment. The cost
includes acquisition-related costs. Dividends received are recorded as
financial income.
When there is an indication that stocks and shares in subsidiaries or
associated companies decreased in value, an estimate of its recovera-

Borrowings are recognized initially at fair value, net of transaction
costs. Borrowings are subsequently stated at amortized cost and any
difference between proceeds (net of transaction costs) and the
redemption value is recognized in the income statement over the
period of the borrowings using the effective interest method.
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Notes, parent company

NOTE 1

Shares and participations

Shares in subsidiaries

Corp. Reg No

Reg'd. office

Haldex Concentric Plc.
Haldex Hydraulics Aktiebolag

UK
556105-8941

Haldex Hydraulics GmbH
Concentric S.A.S.

%

2010

100

620,831

SEK 100

100

22,284

1 DEM 2,000,000

100

5,531

518,397

B-shares

4,000,000

GBP 1

30,000

Örkeljunga
Germany

GBP 0.10

France

10

EUR 1,000

100

90

Korea

12,000

KRW 5,000

100

361

Italy

10,000

EUR 1

100

90

Hong Kong

47,707,000

HK$ 1

100

Concentric Korea LLC
Concentric Srl
Haldex Hydraulics (Hong Kong) Company Ltd.

Participations
A-shares

0
649,186

Indirect investments in subsidiaries
Company name

Reg'd. office

%

2010

Concetric Pumps Limited

UK

100

258,015

Complete Parts Limited

UK

100

9,230

Concentric Tipton Limited

UK

100

0

Concentric Overseas Limited

UK

100

146,470

Concentric Pumps Hong Kong

Hong Kong

100

7,964

UK

100

0

India
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7,584

Concentric VPF Limited
Concentric Pumps India (Pvt) Limited
Concentric Engineering (Pvt) Limited
Concentric Suzhou

UK

100

84

Hong Kong

100

7,964

UK

100

Concentric Landon Kingsway Limited

0
437,310

Shares in subsidiaries has increased by acquisition and contribution.

NOTE 2

Audit fees

Audit fees have been paid by the parent company during the financial
year.

NOTE 3

Salaries and other remuneration

The company has not had any employees during the year. No wages or
other remunerations has been payed during the year.

NOTE 4 Information of remuneration of executive
committee

No remuneration to senior executive has been paid during the year.
The board of directors consists of 6 members, of whom 1 is a woman.
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NOTE 5

Transactions with related parties

The parent company of the largest group of which Concentric AB is a
subsidiary and included in their consolidated financial statements is
Haldex AB, 556010-1155, Stockholm.
During the year, Concentric AB acquired the financial assets of the
company's principal owner of 649,186 TSEK. In the company's
accounts, this amount represents the cost of the asset.

Auditor’s report on historical financial statements

To the Annual General Meeting of shareholders of Concentric AB
Corporate identity number 556828-4995

We have audited the annual accounts, the accounting records
and the administration of the board of directors and the managing director of Concentric AB for the year 2010-11-30 –
2010-12-31. These accounts and the administration of the company and the application of the Annual Accounts Act when
preparing the annual accounts are the responsibility of the
board of directors and the managing director. Our responsibility is to express an opinion on the annual accounts and the
administration based on our audit.
We conducted our audit in accordance with generally accepted auditing standards in Sweden. Those standards require
that we plan and perform the audit to obtain reasonable assurance that the annual accounts are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the accounts. An
audit also includes assessing the accounting principles used
and their application by the board of directors and the managing director and significant estimates made by the board of
directors and the managing director when preparing the annual accounts as well as evaluating the overall presentation of
information in the annual accounts. As a basis for our opinion

concerning discharge from liability, we examined significant
decisions, actions taken and circumstances of the company in
order to be able to determine the liability, if any, to the company of any board member or the managing director. We also
examined whether any board member or the managing director has, in any other way, acted in contravention of the Companies Act, the Annual Accounts Act or the Articles of Association. We believe that our audit provides a reasonable basis
for our opinion set out below.
The annual accounts have been prepared in accordance
with the Annual Accounts Act and give a true and fair view of
the company’s financial position and results of operations in
accordance with generally accepted accounting principles in
Sweden. The statutory administration report is consistent with
the other parts of the annual accounts.
We recommend to the annual meeting of shareholders that
the income statement and balance sheet be adopted, that the
profit be dealt with in accordance with the proposal in the administration report and that the members of the board of directors and the managing director be discharged from liability for the financial year.

Stockholm March 30, 2011
ÖhrlingsPricewaterhouseCoopers AB
Ann-Christine Hägglund
Authorized Public Accountant
Lead Partner

107

Glossary
Axle cooling = Heat Exchanger to control the temperature of
the axle gear train

Oil mist separator = Product that recycles oil from crankcase gases

Baler = Farm machinery used to compress a cut and raked
crop (such as hay, straw, or silage) into compact bales that
are easy to handle, transport and store

Piston pump = Positive displacement pump that utilises a
moving piston to displace the fluid

Fuel transfer pump = Pump to lift the fuel from the fuel
tank to the high pressure system
DC Pack Lift/lower = Integrated unit comprising of DC
motor, hydraulic pump and reservoir
Fan drive = Hydraulic motor used for driving cooling fan
Fuel pump = Pumping device for fuel
Gerotor pump = Type of positive displacement pump
Hydraulic hybrid system = Hydraulic propulsion system for
vehicles
Hydraulic power pack = Integrated unit comprising of DC
motor, hydraulic pump and reservoir
Hydraulic pump = Positive displacement pump for pumping
hydraulic fluids such as oil
Implement pump = Hydraulic pump used for auxiliary
vehicle functions
Seeder motor = Hydraulic motor used for blowing seed into
seeding device for planting
OEM = Original Equipment Manufacturer

108

Primary pump = Main pump used in a multi circuit configuration
Secondary circuit pump = Secondary pump used in a multi
circuit configuration
Steering pump = Hydraulic pump used to provide hydraulic
power to a vehicle steering system
Tail lift = A mechanical device permanently fitted to the back
of van or lorry designed to facilitate the materials handling
of goods from ground level to the level of the vehicle, or vice
versa
Tier 1-, Tier 2-, Tier 3-, Tier 4-supplier = Different levels
of sub suppliers, typical within the automotive industry
Variable oil pump = Oil pump with controllable flow capacity
Variable waterpump = Waterpump with variable flow
Varivent EGR pump = Air pump used to pump the exhaust
gas recirculated back into the engine intake
Windrower = A self propelled or tractor-drawn farm
machine for cutting grain and laying down the stalks in
windrows for later threshing and cleaning

Addresses
Concentric AB (publ)

Financial advisor

P.O. Box 95
Visiting address: Ringvägen 3
SE-280 40 Skånes Fagerhult
Sweden
Tel: +46 (0) 433 324 00
Fax: +46 (0) 433 305 46

Lazard AB
Sturegatan 24
SE-114 36 Stockholm
Sweden

3 The Archway
Radford Road, Alvechurch
Birmingham B48 7LD
Storbritannien
Tel: +44 (0) 121 445 6545
Fax: +44 (0) 121 445 7780
E-mail: info@concentricab.com
www.concentricab.com

Legal advisor
Mannheimer Swartling Advokatbyrå AB
P.O. Box 1711
SE-111 87 Stockholm
Sweden

Auditor
Öhrlings PricewaterhouseCoopers AB
SE-113 97 Stockholm
Sweden
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