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Novar ED&S Limited
Registration number: 00189291

Strategic report

for the financial year ended 31 December 2017

The directors present their strategic report for the financial year ended 31 December 2017.
' ¢

The principal activity of the company is to develoAp and deliver.electrical products, lighting controls and integrated -
solutions to improve energy efficiency, industrial productivity and safety while enhancing convenience and
control. The company operates throughout the UK, mainland Europe and the Middle East. The company has a

Principal activities

- branch in Ireland. \

Review of the business and future developments
The profit for the financial year, after taxation, is £5,654,000 (2016: £53,763,000).

Turnover for the year was £135,212,000 (2016:£175,125,000), which has decreased by 22.8% compared to
2016. This was largely due to the royalty income recognised in 2016 amounting to £32,377,000 from the sale of
intellectual property rights which was non-recurring. In addition, there were certain one off prolects in 2016 which
did not reoccur in the current year.

Gross margin was adversely impactedAin the year due to revaluation of the standard prices following the sale of
intellectual property to Malaysia and unfavourable product mix for external customers in 2016.

During the year, the company recognised an impairment charge of £6,318,000 (2016: n|I) on the goodwnll'
associated with the ‘Friedland’ brand as the company is not using the brand anymore.

The company continues with investment in new product development and maintains a positive outlook for 2018

Honeywell International Inc. recently announced its intention to separately spin off its Homes product portfolio and
ADI global distribution business, as well as its Transportation Systems business, into two stand-alone, publicly-
traded companies as a result of its comprehensive portfolio review. On 28th July 2018, Novar ED&S Limited sold
the assets and liabilities relating to its Homes division to Ackermann Limited in consideration for 100 shares. On
the same day, Homes employees under contract with Novar ED&S Limited were also transferred.

The company is in a net asset position and expects to remain so for the foreseeable future.
Key performance indicators

Management monitors the business using the following key indicators:

2017 ) 2016

£000s £000s

Turnover % change compared with previous year . (22.8) ‘ - 332
Gross 'proﬁt % : ' /34.7 . 49.7
Operating result % of turnover V : | 7.3 A 34.3

Turnover
The decrease in turnover by 22.8% is primarily ‘owing to royalty income recognised in 2016 from the sale of

intellectual property rights which was non-recurring and adverse impact on external sales due to certain one off
non-recurring projects in 2016. . . .
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" Novar ED&S Limited
Registration number: 00189291

Strategic report

for the financial year ended 31 December 2017

Gross profit

Gross margin in the year was largely impacted by non-recurring royalty income received in the previous year of
£32,377,000 from the sale of intellectual property. Furthermore, the gross margin was adversely impacted in the
year due to new pricing arrangements with a fellow Honeywell group company post intellectual property transfer -
to Malaysia and unfavourable product mix for external customers. .

Operating result

The operating result for the financial year was impacted in line with gross profit margin except for the impairment
charge of £6,318,000 (2016: £nil) on the goodwill associated with the ‘Friediand’ brand as the company is not using
-the brand anymore. The company continues to focus on improving margins through manufactunng eff iciencies and
stringent cost control .

Financial risk management

Credit risk

Credit risk arises from exposures to customers. The credltworthmess of customers granted credit terms in the
normal course of business are monitored continually. -

The terms and conditions of credit sales are designed to mitigate or eliminate concentrations of credit risk with
any single customer. Sales are not materially dependent on a single customer or a small group of customers.

Liquidity risk

The company ensures availability of funding for its operations through an appropriate amount of committed bank
facilities on a group wide basis.

Other risks .

The company is exposed to interest rate risk arising out of amounts owed by group undertakings. The exposures
to interest rate risks have not been hedged as there |s no net interest rate risk at group level on account of intra
group loan balances.

Strategy

" The company maintains market share and sustainable groth through fhe following strategies:

providing the highest standard of product, service and delivery to its customer at a competitive cost
productivity and process improvement

product development

continued expansion into current and new markets

proactive alignment of its business structure to meet changing market demands

defending and extending the installed base through productivity improvements

strong brand recognition through brand and channel management:

Principal risks and uncertainties
‘The management of the business and the execution of the company's strategy are subject to a number of risks.

The key business risks affecting the company are:

changes in spending and capital investment patterns
fluctuation in customer demand

adverse economic conditions

raw material price fluctuations .
obsolescence arising from a shift in technology '
changes in legislation or government regulations or policies
cost of employee retirement benefits

health and safety of employees and contractors.
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Novar ED&S Limited
Registration number: 00189291

Strategic Eeport

for the financial year ended 31 December 2017

In response to the risks the company:

e maintains a UK-wide presence and aims to have a competitive installed cost and integ?ated product
' through technology and productivity ’

ensures continued recognition of brand and quality to maintain market position

maintains a h|gh technology offering while widening its product base and expanding into new areas
implements supply chain and procurement initiatives

actively investigates new technologies and market trends

monitors applicable regulations to ensure products and systems prowde high quality solutlons for
current needs

ensures that pension schemes are adequately funded . .
ensures that all reasonable steps are taken to provide a safe working environment.

Approved by the board of directors and signed 6n its behalf by:
DocuSigned by:

/‘Mc/(/(/n( 0’9(// VZamp;an.

381200930673438
Madeleine Orbeli-Thompson

Director
September 16, 2018
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. ‘Novar ED&S Limited
Registration number: 00189291

Directors’ report .
for the financial year ended 31 December 2017

" The directors present their annual report.and audited financial statements for the company for the fi nancral year
ended 31 December 2017.

Business review and future develqpments
A review of the business of the company and future developments is included in the strategic report on page 1.
Results and dividends .

The company's profit for the financial year, aftertaxation was £5,654,000 (2016: £53,763,000) which will be
transferred to reserves. The results for the financial year are shown on page 10.

The directors do not recemmend the payment of a dividend (2016; £nil).

Financial risk management

Financial risk management of the company is included in the strategic report on page 1.
Directors of the company

The directors of the company who held ofﬁce during the financial year and up to the date of signing these
financial statements were:
Michael Hill

John-Tus

Mehmet Erkilic (resigned 31 January 2018)

Madeleine Orbell-Thompson (appointed on 1 June 2017)

Neil Garland (appointed on 1 June 2017)

Directors’ indemnities

Pursuant of the company's articles of association, the directors were throughout the financial year ended 31
December 2017 and are at the date of this report entitled to a qualifying mdemnrty provision as def ned in section -
234 of the Companies Act 20086.

Research and development

Research and development expenditure for the financial year ended amounted to £5, 607 000 (2016:
£6,140 000)

Employment of disabled persons

The company recognises that physically or otherwise disabled individuals are not, of necessity, prevented from
making a valuable and significant contribution to the business, and whefe people have the attitudes and abilities
necessary for the job, the company gives sympathetic consideration towards employing them, or retaining them
in work should the disability emerge during employment. The company’s policy is to ensure that no discrimination
either direct or indirect occurs against employees or apphcants whether in selection, promotlon access to
training, or appraisal.

Employee involvement

The company keeps employees fully informed of the company’s strategies and their impact on the performance
of the company and the group and encourages employee participation. Briefing meetings are held for each
division to give information on company matters and provide an opportunity for discussion. E-mail bulletins are
circulated regularly to all employees to ensure a common awareness of financial and economic factors that affect
the performance of the company. Furthermore, employees can acquire shares in the ultimate parent company
through the UK Share Builder Plan.

Directors’ responsibilities statement

The directors are responsible for preparing the annual report and the financial statements in accordance with
applicable law and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have elected to prepare the financial statements in accordance with United Kingdom Generally
Accepted Practlce (United Kingdom Accountlng Standards and applicable Iaw) including FRS 101 'Reduced
Disclosure Framework.’
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Novar ED&S Limited
Reglstratlon number: 00189291

Directors’ report
for the financial year ended 31 December 2017

Under company law the directors must not approve the financial statements unless they are satisfied that fhey
give a true and fair view of the state of affairs of the company and of the profit or loss for that period.

In preparing those financial statements, the directors are required to:

select suitable acéounting policies and then apply them consistently;
make judgements and accounting estimates that are reasonable and prudent;
state whether applicable UK Accounting Standards has been followed, subject to any material
departures disclosed and explained in the financial statements; and

e prepare the financial statements on the going concern basis unless it is inappropriate to presume that
the company will continue in busmess

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
company'’s transactions and disclose with reasonable accuracy at any time the financial position of the company
and enable them to ensure that the financial statements comply with the Companies Act 2006. They are also
responsible for safeguarding the assets of the company and hence for taking reasonable steps for the prevention
. and detection of fraud and other irregularities.

To assist them in discharging these responsibilities, the directors have engaged a number of third party

providers, including two separate Big Four accounting firms who are engaged to prepare the company’s financial
statements and tax returns respectively, as well as Honeywell International Inc.’s own finance shared service
centre based in Bengaluru, India. Honeywell operates a country controllership model under which an identified
senior finance representative is responsible for all of the UK and Ireland entities, supported by a wider finance
team and under the supervision of Regional Finance Leader for North & South Europe. The directors have »

~ ensured that adequate processes are in place-to maintain oversight and supervision over these various providers
and processes and to ensure there is clear linkage with the company's activities. '

~ Going concern

The company's business activitieé, together with the factors likely to affect its future development and position,
are set out in the strategic report.

The ultimate parent company, Honeywell International Inc. has indicated that it will provide financial support to
the company for at least one year from the date of signing these financial statements. The directors, having taken
into account both the future trading of the company and the financial support from the ultimate parent
undertaking, have a reasonable expectation that the company has adequate resources to continue in operational
existence for the foreseeable future. Accordingly, they continue to adopt the going concern basis in preparing the
annual report and financial statements. y ‘

Disclosure of information to auditor -

In the case of each of the persons who is a director at the time this report is approved:

e so far as the directors is aware, there is no relevant audit information of which the company’s auditor is
unaware; and

e  each director has taken all the steps that he/she ought to have taken as a director to make him/herself
aware of any relevant audlt information and to establish that the company’s auditor is aware of that
information.

This confirmation is given and should be interpreted in accordance with the provisions of section 418 of the
Companies Act 2006. .

Events since the balance sheet date

On 29th July 2018, Novar ED&S Limited sold the assets and .Iiabilities relating to its Homes division to
Ackermann Limited in consideration for 100 shares.-On the same day, Homes employees under contract with
Novar ED&S Limited were also transferred. ,
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Novar ED&S Limited
Registration number: 00189291

Directors’ report
for the financial year ended 31 December 2017

Independent auditors : .

Deloitte LLP have expressed their willingness to be reéppointed for andther term and appropriate arrangements
have been put in place for them to be deemed reappointed as auditor in the absence. of an Annual General
Meeting. ' ,

Approved by the board of directors and signed on its behalf by: -
DocuSigned by: - N\
Seadeleine prbr//-TQmp)an
. Madéleiné Siben-Thompson
Director : B

September 16, 2018
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- Novar ED&S Limited
Registration number: 00189291

Independent auditor’s report
to the members of Novar ED&S Limited

Report on the audit of the financial statements

" Opinion
In our opinion the financial statements: -

. give a true and fair view of the state of the company'’s affairs as at 31 December 2017 and of its proft for
the year then ended;

e have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice including Financial Reporting Standard 101 “Reduced Disclosure Framework”; and

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

We have audited the financial statements of Novar ED&S Limited (the ‘company’) which comprise:

the profit and loss account;

the statement of comprehensive income;
the balance sheet;

the statement of changes in equity; and
the related notes 1 to 27.

The financial reporting framework that has been applied in their preparation is applicable law and United
Kingdom Accounting Standards, including [Financial Reporting Standard 101 “Reduced Disclosure Framework”]
(United Kingdom Generally Accepted Accounting Practice).

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs(UK)) and applicable
law. Our responsibilities under those standards are further described in the auditor's responsibilities for the audit
of the financial statements section of our report.

\

We are independent of the company in accordance with the ethical requirements that are relevant to our audit of
the financial statements in the UK, including the FRC's Ethical Standard, and we have fulfilled our other ethical
responsibilities in accordance with these requirements. We believe that the audit evidence we have obtained is
sufficient and appropriate to provrde a basis for our opinion.

Conclusions relating to going concern .
We are required by ISAs (UK) to report in respect of the fallowing matters where:

e the directors’ use of the going concern basis of accounting in preparation of the financial statements is
not appropriate; or

e the directors have not disclosed in the financial statements any identified material uncertainties that may
cast significant doubt about the company’s ability to continue to adopt the going concern basis of
accounting for a period of at least twelve months from the date when the financial statements are
authorised for issue.

‘We have nothing to report in respect of these matters.

Other information .

The directors are responsible for the other information. The other information comprises the information included
in the annual report, other than the financial statements and our auditor's report thereon. Our opinion on the
financial statements does not cover the other information and, except to the extent otherwise explicitly stated in
our report; we do not express any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the financial statements or our
knowledge obtained in the audit or otherwise appears to be materially misstated. If we identify such material
inconsistencies or apparent material misstatements, we are required to determine whether there is a material
misstatement in the financial statements or a material misstatement of the other information. If, based on the
work we have performed, we conclude that there is a material misstatement of this other information, we are
required to report that fact.
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Novar ED&S Limited
Registration number: 00189291

'Independent auditor’s report’
to the members of Novar ED&S Limited.

We have riothing to report in respect of these matters.
Responsibilities of directors

As explained more fully in the directors’ responsibilities statement, the directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view, and for such
internal control as the directors determine is necessary to enable the preparation of financial statements that are
free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessing the company’s ability to
continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the directors either intend to I|qmdate the company or to cease operatlons or
have no realistic alternatlve but to do so.

Auditor’s respon5|b|l|t|es for the audit of the financial statements

?

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these financial statements.

A further deschptton of our responsibilities for the audit of the financial statements is located on the Financial
Reporting Council’s website at: www frc.org.uk/auditorsresponsibilities. This description forms part of our
auditor’s report.

Use of our report

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

Report on other legal and regulatory requirements

Opinions on other matters prescribed by the Companies Act 2006

In our opinion, based on the work undertaken in the course of the audit:

o the informatidn given in the strategic report and the directors’ report for the financial year for which the
financial statements are prepared is consistent with the financial statements; and

e the strategic report and the directors’ report have been prepared in accordance with applicable legal
reqmrements

In the light of the knowledge and understanding of the company and its environment obtained in the course of the
audit, we have not identified any material misstatements in the strategic report or the directors’ report.

Page 8



’ B Novar ED&S Limited
Registration number: 00189291

Independent auditor’s report ‘ , : ?
to the members of Novar ED&S Limited :

Matters on which we are required to report by exception
Under the Companies Act 2006 we are required to report in respect of the followmg matters nf in our oplnlon

e adequate accounting records have not been kept, or returns adequate for our audit have not been
received from branches not visited by us; or .
the financial statements are not in agreement with the accounting records and returns; or
‘certain disclosures of directors’ remuneration specified by law are not made; or
we have not received all the information and explanations we require for our audit.

We havé nothing to report in respect of these matters.

77

James Boyle CA (Senior statutory auditor)
For and on behalf of Deloitte LLP
Statutory Auditor .

Edinburgh, United Kingdom

‘23 SEF 2018
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Novar ED&S Limited
- Registration number: 00189291

Profit and loss account
for the financial year ended 31 December 2017

2017 2016

_ . Notes. £000s “ gooos
Turnover . , ' 5 135,212 _ 175125
Cost of sales . . . (88,238) . (88,173)
Gross profit ’ E 26,974 786,952
* Distribution expenses ) . (11,811) ' (11,7-90)
Administrative expenses - | (25,305 (15,107)
Operating profit . ) . 6 9,858 60,055
Interest receivable and similar incqme' - . ‘ 9 ‘ 2,002 ' 2,415
Interest payable and simila\r‘ cnarges : 10 (3,033) . (3,033)
Profit before‘ taxation . ‘ . 8,827 : 59,437
Tax on profit ' / ‘ . 1C1 «.(3,173) 4 ' (5,674)

Profit for the financial year attrlbutable to.owners of . 5,654 ‘ 53,763 .

the parent

All amounts are derived from continuing operations.

There is no material difference between the ‘profit on ordinary actlvmes before taxation and the profit for the
financial year stated above and their historical cost equwalents

The notes on pages 12 to 33 form an integral part of the ﬁnancial statements. ,
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Statement of comprehensive income

Novar ED&S Limited

Registration number: 00189291

at 31 December 2017 :

Notes
Profit for the financial year attributaSIe to owners c;ﬁ the
parent -
Other cémprehensive income:
Items that cannot be reclassified to proﬁt orloss
Actuarial gains/(losses) on pension plan_ 20

Movement on deferred tax relating to pension scheme 11

Other comprehensive income/ (expense) for the
financial year net of tax

Total comprehensive income for the financial year
attributable to owners of the parent

Page 9

2017 2016

£000s ' £000s

5,654° 53,763

53,635 (13,939)

(9,118) 2,648

| 44517 (11,291)
50,171

42,472




- Balance sheet

at 31 December 2017

Novar ED&S Limited
Registration number: 00189291

A}

Fixed assets
Intangible assets
Tangible assets

Investments

Current assets
Stocks
Debtors: amounts falling'due within one year

Cash at bank and in hand

Creditors: amounts falling due within one year

Net current assets

- Total assets less current liabilities (excludmg

~

pension asset .

Cfeditors: amounts falling due after more than one year
Provisions for liabilities '

Pension asset

Net assets

Capital and reserves
Share capital |
Share premium account -
Other reserves

Profit and loss account

Total shareholders’ funds attributable to owners of
the parent

by:
DocuSigned by:

teadeleie OwoellTeompion

-38120093D67343B...
Madeleine Orbell-Thompson

Director
September 16, 2018

Notes

12
13

14

15

16

17

19

20

21
22

23
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2017 . 2016

£000s £000s
20 . 6,356
13,210 4 13,727
4,973 4,973
18,203 25,056
14,478 ' 2 13,561
49,562 33,876
39,579 ' 54,909
103,619 102,346
(73,271) (73,922)
30,348 28,424
48,551 53,480
(40,441) (40,441)
(19,759) T (7,522)
125,100 57,763
113,451 63,280
1,101 1,101
19,800 19,800
714 ’ 714
91,836 41,665
113,451 63,280

"The financial statements on pages 8 to 33 were épproved by the board of directors on and signed onits behalf



Novar ED&S Limited
Registration number: 00189291

~_Statement of changes in equity
at 31 December 2017

Share Shg re Other Profit and loss -
. premium Total
capital reserves .. account
acc_ount . : .
£000s £000s £000s . £000s £000s -
At 1 January 2016 o 1,101 19,800 - 714 b (807) 20,808
Profit for the financial year attributable '
to owners of the parent - - - 53,763 _ . 53,763
. Other comprehensive expense - ; ; (11,291) - (11,291)
' At 31 December 2016 - 1,101 19,800 714 41,665 63,280
Profit for the financial year attributable ) : :
to owners of the parent - - - 5,654 5,654
Other comprehensive income - - - L 44,517 44,517
At 31 December 2017 : . 1,101 © 19,800 714 91,836 113,451
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Novar ED&S Limited
Registration number: 00189291

Notes to financial statements
at 31 December 2017

1. General information ‘

Novar ED&S Limited is a private company limited by shares which is incorporated in the United Kingdom under
the Companies Act 2006 and is registered in England. The nature of the company's operations and its principal
activities are set out in the strategic report on page 1. : I

The immediate parent undertaking is Novar Electrical Holdings Ltd., a cbmpany incorporated in the United
Kingdom. The registered address of the company is Honeywell House, Skimped Hill Lane, Bracknell, Berksh|re
RG12 1EB, England, United Kingdom.

The financial statements contain information about the company as an individual company and do not contain
consolidated financial information as parent of a group.

The company is exempt under section 401 of the Companies Act 2006 from the requirement to prepare
consolidated financial statements as it and its subsidiary undertakings are included by full consolidation in the
financial statements of Honeywell International Inc., a company registered in the USA. Honeywell International
-Inc. is the company'’s ultimate parent company and controlling party, heading up the smallest and largest group to
consolidate these financial statements. The registered office of the ultimate parent company is located at 251,
Little Falls Drive, Wilmington, DE 19808, USA. The financial statements of Honeywell International Inc. are
publicly available and can be obtained from Corporate Publications, PO Box 2245, Morristown, New Jersey

" 07962-2245, USA or from the Internet at www.honeywell.com.

The accounting policies that have been applied consistently throughout the year and preceding year are set out
below:

2. Significant accounting policies

Basis of preparation

The Company meets the definition ofa qualifying éntity under FRS 100 ‘Application of Financial Reporting
Requirements’ issued by the FRC. Accordingly, these financial statements were prepared in accordance with
Financial Reporting Standard 101 ‘Reduced Disclosure Framework’

In preparing these financial statements, the company applies the recognition, measurement and disclosure
requirements of International Financial Reporting Standards as adopted by the EU (“Adopted IFRSs"), but makes
amendments where necessary in order to comply with Companies Act 2006 and has set out below where
advantage of the FRS 101 disclosure exemptions has been taken.

These fi nancnal statements are prepared on a going concern basis, under the historical cost convention, and in .
accordance with the Companies Act 2006 and in accordance with FRS 101. The company'’s financial statements
are presented in Sterling and all values are rounded to the nearest thousand pounds (£000) except when '
otherwise indicated.

The accounting policies which follow set out those policies which apply in preparing the financial statements for
the financial year ended 31 December 2017.

The company has taken advantage of the following disclosure exemptions under FRS 101:

the requirements of IFRS 7 Financial Instruments: Disclosures;

the requirements of paragraphs 91-99 of IFRS 13 Fair Value Measurement;

the requirement in paragraph 38 of IAS 1 ‘Presentation of Financial Statements’ to present comparative
information in respect of paragraph 79(a)(iv) of IAS 1, paragraph 73(e) of IAS 16 Property, Plant,
Equipment and paragraph 118(e) of IAS 38 Intanglble Assets and paragraph 17 of IAS 24 Related Party
Disclosures;

e the requirements of paragraphs 10(d), 10(f), 16, 38A to 38D, 40A to 40D, 111 and 134-136 of IAS 1
Presentation of Financial Statements; . .
the requirements of IAS 7 Statement of Cash Flows; )
the requirements of paragraphs 30 and 31 of IAS 8 Accounting Policies, Changes in Accounting
Estimates and Errors; and

e the requirements in IAS 24 Related Pany Disclosures to disclose related party transactions entered into
between two or more members of a group, provided that any subsidiary which is a party to the
transaction is wholly owned by such a member.
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Novar ED&S Limited
Registration number: 00189291 -

Notes to financial statements
at 31 December 2017 ‘

Turnover and revenue recognition

Turnover comprlses revenue sales to customers net of value added tax.

Revenue is recognised to the extent that it i is probable that the economic benefits WI|| flow to the company and -
the revenue can be reliably measured. Revenue is measured at the fair value of the consideration received,
excluding discounts, rebates, value added tax and other sales taxes. The following criteria must also be met’
before revenue is recognised: '

" Type.of sale Recognition
Product sales On delivery and when acceptance by the customer has occurred.

_Royalty revenue in the period relates to the sale of the licence for use of -
internally generated intellectual property. The licence has been valued by an
external third party. As the licence is perpetual, the full amount of the sale has
- been recognised as royalty income in the current period.

Royalty incofne

Interest income

Interest income is recognised as interest accrues using the effective interest method. The effective interest rate is
the rate that exactly discounts estimated future cash recelpts through the expected life of the financial instrument
to its net carrying amount.

Operating leases — as lessee

Leases where the lessor retains a significant portnon of the risks and benefits of ownership of the asset are
. classified as operating leases and rentals payable are charged in the profit and loss account on a straight line
basis over the lease term.

Research and development

All costs associated with research and development are written off to the profit and loss account in the year of
expenditure, less any R&D expenditure credit reclaimable from HM Revenue and Customs in respect of those
costs.

~ Going concern -

The cbmpany's business activities, together with the factors likely to affect its future development and pdsitioh, '
are set out.in the strategic report. :

s

The ultimate parent company, Honeywell.international Inc. has indicated that it will provide financial support to
the company for at least one year from the date of signing these financial statements. The directors, having taken
into account both the future trading of the company and the financial support from the ultimate parent
undertaking, have a reasonable expectation that the company has adequate resources to continue in operational
existence for the foreseeable future. Accordingly, they continue to adopt the going concern basis in preparing the
annual report and financial statements. .

Foreign currency translation

The company's financial statements are presented in Sterling, which is also the company’s functional currency.

- - Transactions in foreign currencies are initially recorded in the entity’s functional currency by applying the spot

exchange rate ruling at the date of the transaction. Monetary assets and liabilities denominated in foreign
currencies are retranslated at the functional currency rate of exchange ruling at the balance sheet date. All
differences are taken to profit or loss.

Non-monetary items that are measured in terms of historical cost in a foreign currency are trahslated using the
exchange rates as at the dates of the initial transactions. Non-monetary items measured at fair value in a foreign
currency are translated using the exchange rates at the date when the fair value was determined.
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Novar ED&S Limited -
Reglstratlon number: 00189291

Notes to financial statements
. at 31 December 2017

n

Taxation

The tax currently payable is based on taxable profit for the financial year. Taxable profit differs from net profit as
reported in the profit and loss account because it excludes items of income or expense that are taxable or
deductible in otherfinancial years and it further excludes items that are never taxable or deductible. Current tax
assets and liabilities are measured at the amount expected to be recovered from or paid to the taxation
authorities, based on tax rates and laws that are enacted or substantively enacted by the balance sheet date.

Deferred income tax is recognised on all-temporary differences arising between the tax bases of assets and
liabilities and their carrying amounts in the financial statements, except when the deferred tax liability arises from
the initial recognition of goodwill or an asset or liability in a transaction that is not a business combination and, at
the time of the transaction, affects neither the accounting profit nor taxable profit or loss. '

Deferred income tax assets are recognised only to the extent that it is probable that taxable profit will be available
against which the deductible temporary differences, carried forward tax credits or tax losses can be utilised.

Deferred income tax assets and liabilities are measured on an undiscounted basis at the tax rates that are
expected to apply when the related asset is realised or liability is settled, based on tax rates and laws enacted or
substantively enacted at the balance sheet date.

The carrying amount of deferred income tax assets is reviewed at each balance sheet date. Deferred income tax
assets and liabilities are offset, only if a legally enforcement right exists to set off current tax assets against
current tax liabilities, the deferred income-taxes relate to the same taxation authority and that authority permits
the company to make a single net payment. '

lncome tax is charged or credited to other comprehenswe income if it relates to items that are charged or
credited to other comprehensive income. Similarly, income tax is charged or credited directly to equity if it relates
to items that are credited or charged directly to equity. Otherwise income tax is recognlsed in the profit and loss
account.

Intangible assets

Goodwill is initially recognised at purchase costs less accumulated impairment loss, if any.

" Intangible assets acquired separately are measured on initial recognition at cost. The cost of intangible assets
acquired in a business combination is their fair value at the date of acquisition. Following initial recognition,
intangible assets are carried at cost less any accumulated amortisation and accumulated impairment losses.
Internally generated intangibles, excluding capitalised development costs, are not capitalised and the related
expenditure js reflected in profit or Ioss in the period in which the expenditure is mcurred

Software is stated at purchase cost and amortised on a straight line basis over the useful life of the asset.

The useful lives of intangible assets are assessed as either finite of indefinite Intangible assets with finite lives
are amortised over the useful economic life and assessed for impairment whenever there is an indication that the
intangible asset may be impaired. The amortisation period and the amortisation method for an intangible asset
with a finite useful life are reviewed at least at the end of each reporting period.

" The useful life of the major asset is:
Capitalised software ‘ . bSyears

Intangible assets with indefinite useful lives are not amortised, but are tested for impairment annually, either
individually or at the cash-generating unit level. The assessment of indefinite life is reviewed annuaily to
determine whether the indefinite life continues to be supportable If not, the change in useful life from indefinite to
finite is made on a prospective basis.
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Tangible assets and depreciation

Tangible assets are stated at historical purchase cost less accumulated depreciation. Depreciation is calculated
using the straight line method at rates calculated to write down the cost to the estimated residual value over the
estimate useful life. Cost comprises purchase costs together with any incidental expenses of acquisition. The
annual depreciation rates used for the.major assets are:

Buildings - freehold - : 2-3%
Plant & machinery B ' . : 5-8%
Fixtures & fittings . . ' . 8%

Depreciation is not provided on construction in progress until the ésset is completed.

Land is not depreciated.

The assets’ estimated useful lives, depreciation rates and residual values are reviewed, and adjusted if
_ appropriate, at the end of each reporting period.

Investments

Investments in subsidiaries are accounted for at cost less any provision for impairment. The value of investments
is reviewed annually by the directors or more frequently if there is a triggering event and provision made where
the investment’s carrying amount exceeds its recoverable amount.

Impairment of non-financial assets

The company assesses at each reporting date whether there is an indication that an asset may be impaired. If
any such indication exists, or when annual impairment testing for an asset is required, the company makes an
estimate of the asset'’s recoverable amount in order to determine the extent of the impairment loss. An asset's
recoverable amount is the higher of an asset's or cash-generating unit's fair value less costs to sell and its value
in use and is determined for an individual asset, unless the asset does not generate cash inflows that are largely
independent of those from other assets or groups of assets. Where the carrying amount of an asset exceeds its
recoverable amount, the asset is considered impaired and is written down to its recoverable amount. Impairment
losses on continuing operations are recognised in the profit and loss account in those expense categories
consistent with the function of the impaired asset.

For assets where an impairment loss subsequently reverses, the carrying amount of the asset or cash generating
unit is increased to the revised estimate of its recoverable amount, not to exceed the carrying amount that would
have been determined, net of depreciation, had no impairment losses been recognised for the asset or cash
generating unit in prior years A reversal of impairment loss is recognised immediately in the profit and loss
account. -

Goodwill is tested for impairment annually as at year end and when circumstances indicate that the carrying
value may be impaired. Impairment is determined for goodwill by assessing the recoverable amount of each CGU
(or group of CGUs) to which the goodwill relates. When the recoverable amount of the CGU is less than its

" carrying amount, an impairment loss is recognised. Impairment losses relating to goodwill cannot be reversed in
future periods. : .

Financial assets - recognition and measurement

Financial assets within the scope of IAS 39 are classified as financial assets at fair value through profit or loss,
loans and receivables, held-to-maturity investments, available-for-sale financial assets, or as derivatives
designated as hedging instruments in an effective hedge, as appropriate. -

The company determines the classification of its financial assets at initial recognition. Trade debtors, amounts
owed by group undertakings, other debtors and prepayments have been classufed as loans and receivables. The
company has no other financial assets.

Loans and receivables are non-derjvative financial assets with fixed or determinable payments that are not
quoted in an active market. Such assets are initially recognised at fair value and subsequently measured at
amortised cost, less impairment.
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Impairment of financial assets

The company assesses at each reporting date whether there is any objectnve evndence that a financial asset or a
group of financial assets is impaired. A financial asset or a group of financial assets is deemed to be impaired if,
and only if, there is objective evidence of impairment as a result of one or more events that has occurred after the
initial recognition of the asset (an incurred ‘loss event’) and that loss event has an impact on the estimated future
cash flows of the financial asset or the group of financial assets that can be reliably estimated. Evidence of
impairment may include indications that the debtors or a group of debtors is experiencing significant financial

. difficulty, default or delinquency in interest or. principal payments, the probability that they will enter bankruptcy or
other financial reorganisation and where observable data indicate that there is a measurable decrease in the
estimated future cash flows, such as changes in arrears or economic conditions that correlate witl) defaults.

An allowance for doubtful debts is made against trade debtors that exceed 180 days past due date. Losses
arising from impairment are recognised in the profit and loss account in administrative expenses.

Provisioning made against debts subsequently settled after 180 days past due is treated as a change in
accounting estimate and released to profit or loss. :

Derecognition of financial assets

Financial assets are derecognised when (i) the rights to receive cash flows from the asset have expired or (ii) the
company has transferred its rights to receive cash flows from the asset or has assumed an obligation to pay the
received cash flows in full without material delay to a third party under a “pass through” arrangement; and either
(a) the company has transferred substantially all the risks and rewards of the asset, or (b) the company has
neither transferred nor retained substantially all the risks and rewards of the asset, but has transferred control of
the asset.

Financial liabilities

All financial liabilities are recognised initially at falr value and in the case of loans and borrowings, plus directly
attributable transaction costs.

Thereafter the company s trade creditors and amounts owed to group undertaklngs are carried at amortlsed
cost.

Loans and borrowings

After initial recognition, interest- beanng loans and borrowings are subsequently measured at amortised cost
Gains and losses are recognised in profi t or loss when the liabilities are derecognised.

Stocks

Stocks are stated at the lower of cost incurred in bringing each product to its present location and condition, and
net realisable value. Provisions for obsolete and slow moving stocks are made where appropriate.

The cost of raw materials, consumables and goods for resale is the purchase cost on a first-in, first-out basis.
The cost of work in progress and finished goods is the cost of direct materials and labour plus attributable
overheads based on a normal level of activity.

Net realisable value is based on estimated selling price less any further costs expected to be incurred to
completion and disposal.

Pensions

As described in note 20, the company participates in a defined benefit pension scheme for the benefit of certain
of its employees, the assets of which are held separately from those of the company in independently
administered funds. The ratés of contribution are determined by independent professionally qualified actuaries.
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The cost of providing benefits under the defined benefit plans is determined separately for each plan using the

- projected unit credit method, which attributes entitlement to benefits to the current period (to determine current
service cost) and to the current and prior periods (to determine the present value of defined benefit obligation)
and is based on actuarial advice. Past service costs are recognised in profit or loss. When a settlement
(eliminating all obligations for benefits already accrued) or a curtailment (reducing future obligations as a result of
a material reduction in the scheme membership or a reduction in future entitlement) occurs, the obligation and
related plan assets are remeasured using current actuarial assumptions and the resuitant gain or loss recognised’
in the profit and loss account during the period in which the settiement or curtailment occurs.

Net interest is calculated by applying the discount rate to the net defined benefit liability or asset, both as
determined at the start of the annual reporting period, taking account of any changes in the net defined benefit
liability during the period as a result of contribution and benefit payments. The net interest is recognised in profit
or loss as interest receivable or payable.

Remeasurements, comprising actuarial gains and losses and the return on the net assets (excluding amounts
included in net interest), are recognised immediately in other comprehensive income in the period in whi¢h they
occur.

The defined benefit pension asset or liability in the balance sheet comprises the total for each plan of the present
. value of the defined benefit obligation (using a discount rate based on high quality corporate bonds), less the fair
value of plan assets out of which the obligations are to be settled directly. Fair value is based on market price
information and in the case of quoted securities is the published bid price. The value of a net pension benefit
asset is restricted to the present value of any amount the company expects to recover by way of refunds from the
plan or reductions in the future contributions.

Defined contribution plans are externally funded, with the assets of the plan held separately from those of the
company in separate trustee administered funds. Contributions to such plans are charged to the profit and loss
account as they become payable. -

Provisions

The company recognises a provision when it has a present obligation, either legal or constructive, which can be
reliably measured and it is probable that the transfer of economic benefits will be required to settle that obligation.

. Provisions are based on the best estimate of expenditure required to settle the obligation.

3 Judgements and key sources of estimation uncertalnty

The preparation of financial statements requires management to make judgements, estimates and assumptlons
that affect the amounts reported for assets and liabilities as at the balance sheet date and the amounts reported
for revenues and expenses during the financial year. However, the nature of estimation means that actual
outcomes could differ from those estimates.

Judgements

In the process of applying the company’s a.c';counting policies, management has made the following critical
judgements, which have the most significant effect on the amounts recognised in the financial statements:

(i) Impairment of investments

Thé investment in subsidiaries are carried at cost less impairment. The assessment of impairment involves
judgement and estimations as to the value of the unquoted investment. At the period end the value of the
investment was £4,973,000 (2016: £4,973,000).

N

(it) Judgement used for goodwill

During the year, the company recognised an impairment charge of £6,318,000 (2016: £nil) on the goodwill
associated with the ‘Friedland’ brand as the company is not using the brand anymore. The management
performed strategic business analysis in the discontinuation of the above brand which |nvo|ved significant
judgement.
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Estimates and assumptions

The key assumptions concerning the future and other key sources of estimation uncertainty at the reporting date,
that have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within
the next financial year, are described below. Exiéting circumstances and assumptions about future
developments, however, may change due to market changes or circumstances arising that are beyond the
_control of the company. Such changes are reflected in the assumptions when they occur.

(i) Estimates used for provisions

Judgement is mvolved in determining whether a present obligation exists and in estlmatmg the probablllty timing
and amount of any outﬂows

Judgements are also required to where high degree of uncerfainty exists and which is associated with
determining whether a present obligation exists, and estimating the probability and amount of any outflows that
may arise.

Provisions for warranty costs are recognised when the product is sold to the customer. Initial recognition is based
on historical experiences. To calculate the provision for warranty cost, management take all returns/credit in
relation to the products for the last 12 months and considers the cost of sales for those credits for the warranty
period. The estimate of warranty costs is revised annually. '

(i) Estimates used for DB pension scheme

" The cost of defined benefit pensions plans and other post-employment medical benefits are determined using
actuarial valuations. The actuarial valuation involves making assumptions about discount rates, future salary
increases, mortality rates and future pension increases. Due to the complexity of the valuation, the underlying
assumptions and the Iong term nature of these plans, such estimates are subject to significant uncertainty. In
determining the appropriate discount rate, the actuary considers the interest rates of corporate bonds in the
respective currency with at least AA rating, with extrapolated maturities corresponding to the expected duration of
the defined benefit obligation. The underlying bonds are further reviewed for quality,-and those having excessive
credit spreads are removed from the population of bonds on which the discount rate is based, on the basis that
they do not represent high quality bonds. The mortality raté is based on publicly available mortality tables for the
specific country. Future salary increases and pension increases are based on expected future inflation rates for
the respective country. Management works closely with the actuary to agree to these assumptions. Further
details are given in note 20.

4. New and amended standards and interpretations

The company applied for the first time certain standards and amendments, which are effective for annual periods
beginning on or after 1 January 2017. The company has not early adopted any other standard interpretation or °
amendment that has been issued but is not yet effective.

The nature and the effect of these changes are disclosed below. Although these new standards and amendments
applied for the first time in 2017, they did not have a material impact on the annual financial statements of the
company. The nature and the impact of each'new standard or amendment is described below:

Amendments to IAS 12 Income Taxes: Récognitién of Deferred Tax Assets for Unrealised Losses

The amendments clarify that an entity needs to consider whether tax law restricts the sources of taxable profits
against which it may make deductions on the reversal of deductible temporary difference related to unrealised
losses. Furthermore, the amendments provide guidance on how an entity should determine future taxable profits
and explain the circumstances in which taxable profit may include the recovery of some assets for more than
their carrying amount.

The company applied the amendments retrospectively. However, their application has no effect on the
company'’s financial position and performance as the company has no deductible temporary differences or assets
that are in the scope of the amendments. .
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Amendments to IFRS 12 Disclosure of Interests in Other Entities: Clarification of the scope of disclosure
requirements in IFRS 12

The amendments clarify that the disclosure requirements in IFRS 12, other than those in p‘aragréphs B10-B16,
apply to an entity's interest in a subsidiary, a joint venture or an associate (or a portion of its interest in a joint
venture or an associate) that is classified (or included in a disposal group that is classified) as held for sale.

As at 31 December 2017 the company had none of its investments classified as held for sale and therefore there
is no impact of this amendment on the financial statements ofthe company.

5. Turnover
. 2017 o 2016
Analysis of turnover by geographical market
. £000s £000s
United Kingdom - 106,415 106,072
Europe ' . . Y9702 | 9,811
North America - ’ 404 1826
Malaysia  dgs 32,377
Middle east . | 16,71 é . 22,500
Other o . 1480 2539
Total turnov_er : : ‘ ) 135,212 175,125 ‘
’ 2017 2016
Analysis of turnover by category ' £000s ' £000s
* Sale of goods - . 1354177 142,748
Royalty income A T 35 . 32,377
To(al’turnover by cetegory ' ' 135,212 175,125
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6. Operating profit =

2017 ) 2016
. £000s £000s
" This is stated after charging/(crediting):—
Depreciation and amortisation
_Tangible assets — owned _ ‘ ’ | 2130 . 2,054
Intangible assets ’ : 18 17 .
Goodwill impairment L 6318 . -
Rentai éharges under operating leases
Land and buildings . 465 ] 455
Plant and machinery ’ | 254 L 368
(Gain)/loss on disposal of fixed éssets . (93) 10
Reorganisation and redundancy . 1,045 . 933
Lease terminatior; charges ‘ | 630 | -
Research and development -, 5,607 6,140
Losses on foreign exchange ‘ ’ . 802 794

7. Auditor's remuneration

Fees payable to the auditor, Deloitte LLP, amounted to £20,560 (2016: £22,000) for the audit of the financial
statements. This cost was incurred by Honeywell Control Systems Limited, a fellow UK subsidiary of H_onéywell
International Inc., and it is not recharged to the company. ’

N

© There aré no non audit services fees paya_ble to the auditor:

8. Employees and directors
(a). Staff costs

2017 2016

£000s £000s

Wages and salaries » . 22,152 . 25,3.95
Social security costs ) o 2,382 ' . 2,558
Contributions to defined contribution pension plans 1,551 : - 1,071
Pension costs for deﬁned benefit ptans (note 20) ' 1,639, . 3,025

Total staff costs . . 27,724 32,049
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The average monthly number of employees during the financial year was made up as follows:

(including executive directors)

2017 2016
' No. ' No.
Direct ’ ’ ' 212 Ry
Indirect ‘ ' ‘ 408 456
Total monthly average number of employees i - 620 680 -
(b). Directors' remuneration ‘
2017 ' 2016
£000s £000s
Aggregate emoluments ' ' . . 284, R 209
Pension costs — defined con;ribution E ' - 16 -
Total payments to directors o ' 300 209
‘Highest paid director . | »
Aggregate emoluments ' : o~ - ' : 240 _ ' '209
Accrued pension at financial year end : _ 88 : 79
Total payments to highest paid director . . 328 288

During the ﬁnancnal year the highest paid director did not (2016: did not) exercise options over shares of Honeywell
International Inc., the ultimate parent company.

.2017 S 2016
No. : " No.
Number o'f directors who:

Were members of deﬁned benefit plans 1 : |

n 2017, three directors (2016: three directors) were remunerated by other group companies for their services to
the group as a whole.

9. Interest receivable and similar income

2017 ‘ 2016

£000s ' £OQOS

Interest receivable from group undertakings : ) . 224 . 56
Pension interest (note 20) 1,778 . 2,359
Total interest receivable ahd similar income - ' 2,002 ‘ 2,415
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10. Interest payable and similar charges

) : | 2017 . A 2016
| £000s ~ £000s
Preference share dividend : ) : 5,033 ' 3,033
Total interest payéb/e and similar charges ' — 3,033 - . 3,033
11. Taxation
(a). Tax charged in the profit and loss account
2016 2016
£000s - £000s
Current tax: ‘ -
Foreign tax suffered ’ ' | . , - 2,587 ‘
Total current tax o ' . 2,587
' Defe}red tax:'
Origination and reversal of temporary differenqes ) 2,832 3,412
Adjustment in respect of prior yéars _ . ' 1,200 ‘ -
Effect of change in tax laws and rates A - (859) A (325)
Total deferred, tax : 3173 ' _ 5,087
Total tax expense reported in the profit and loss account ) 3,173° ’ 5,674
(b). Tax relating to items credited or charged to statement of comprehensive income A
' 2017 éo1 6
£000s ’ £000s
Cz;rrent tax:
?I'ax on items relating t6 components of other‘ comprehensive ) }
income :
fotal current tax . - : -
Deferred tax: -
Remeasurements on defined benefit pension plan ] 9,118 (2,648)
Total deferred tax | ' a ‘ 9,118 (2,648)
‘ Total tax e)-<pense/(credit) in the statement of comprehensive 9,118 (2,648)

income
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(c). Reconciliation of the total tax charge

The tax expense in the profit and losslaccount fofthe financial year is fower than the standard rate of corporation ~
tax in the UK of 19% (2016: 20%). The differences are reconciled below:

2017 2016

‘ £000s £000s
Profit before tax  * ' | _ | 8827 59,437
Profit on ordinary activities multiplied by the effective rate of ‘ 1699 ‘ 11 887
corporation tax in the UK of 19.25% (2016:20%) ’ , . ’
Effects of:

: gi)f(fr;ergzizsnot deductible for tax purposes and other permanent 1,969 533
Incéme noi taxable for tax purposes | . ' (241) -
Efféct of change in tax laws and rates (859) . ' (325)
Difference in current tax rate to deferred tax rate . _ (375) (180)
Adjustment-in respect of prior years o - 1,200 ’ . -
Withholding tax ) : ‘ | - ‘ 2,587
‘éroup relief not paid for . ) (220) (8,828)
Total tax expense repoﬂeq in the profit and /oss'acéount 3,173 5,674

(d). Factors affecting tax charge for the financial year.

The standard rate of UK corporation tax reduced from 20% to 19% on 1 April 2017. The Finance (No.2) Act 2017
received Royal Assent on 16 November 2017 which will reduce the rate further to 17% from 1 April 2020. These
reductions may reduce the company’s future tax charge accordingly.

" _(e). Deferred tax

2017 . 2016
£000s £000s
The deferred tax included in the balance sheet' is as fo}/ows:
Deferred tax asset
Differences bet;/veen capital allowances and depreciation ) 1,925 : 3,866
Other short term timing differences . - &8 o 146
Total deferred tax asset . ‘ ‘ 2,013 ' 4,012 .
Déferred tax liability o ‘ )
Deferred tax provision on pen;ion asset (note 20) : ’ (21,267) . ~ (10,975)
Total deferred tax liability . N (21,267) (10,975)
| Net deferred tax liability ’ o (19,254) (6,963)
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; : Pension - Total
Movements in deferred tax Excluding p %%%n .
s £000s ~ £000s
At 1 January 2017 ~. o - 4012 (10,975) " (6,963)
Charge to the profit and loss account (1,999) (1,174) (3,173)
Qharged to statement of comprehensive . - ’ (9,118) ’ (9,118)
income ; .
At 31 December 2017 . © 2,013 (21,267)- (19,254)
There are no unprovided amounts relating to deferred tax.
12. Intangible assets :
' : Capitalised Gooawill Total
Software :
£000s £000s £000s
Cost o p :
At 1 January and December 2017 . 886 - 6,318 7,204
Accumulated amortisation//mpairment
At 1 January 2017 ' . 848 - 848
Provided during the financial year
Amortisation 18 18
Impairment ' 6,318 6,318
At 31 December 2017 . ] 866 6,318 i 7.184
Net book value: v
At 31 December 2017 " ' : 20 - © 20

At 31 December 2016 V ' 38 - 6,318 6,356

Goodwill with indefinite useful life impairment analysis

During the year, the company recognised an impairment charge of £6,318,000 (2016: £rﬁl) on the goodwill ‘
associated with the ‘Friedland’ brand as the company is not using the brand anymore.
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13. Tangible assets

Plant and Fixtures and Construction

Page 25

Laqd a nd . . . ; : %ota/
buildings  equipment fittings . in progress
£000s £000s  £000s  £000s £000s
Cost ‘

" At 1 January 2017 10,946 22,906 2;585 916 . 37,353 .- ¢
Additions 226 318 - 8 A 1,319 1,871
Disposals (437) (19) (48) - (502)
Reclassification L ® 252 - (246) -
At 31 December 2017 10,729 23,457 2,547 1,989 38,722 .
Accumulated depreciation
At 1 January 2017 5,848 15,701 2,077 - - 23,626A .
Provided during the financial year 404 1,634 92 - . 2,130
Disposals \ (196) (17) <) . - (244) -
At 31 December 2017 - 6,056 17,318 ‘ 2,138 - 25,512
Net book value: A '

At 31 December 2017 4673 6,139 409 1,989 13,210
At 31 December 2016 5,098 7,205 508 916 13,727

. The above figures include:

2017 2016

£000s £000s

Freehold land and buiidings, at nei book value : 4673 4,958
Short leasehold Iérid and buildings, at net book value 3 219
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14. Investments -
2017 - 2016

'£000s . £000s
Cost
At1 ;Januz;lry and 31 December 2017 ‘ ' 4.973 4,973
Provision for impairment _ ‘
At 1 January and 31 December 2017 ‘ —_— -
Net book value . - 4,973 . 4973

" The directors believe that thé book value of the investments is not less than the value of the underlying net
assets. - ' :

Shares in the company"s subsidiary ﬁndertakings are or'dinary'sharesA The subsidiary undertakings are listed in
note 26. .

Participating interests

Name of the compgny © Principal Activity % Holding Ihcgropuor:tal%::i:gztged
) P.O. Box -1684,
Hawa-MK Electrical Accessories Ltd Electrical devices 40 Saudi Arabia Damrpam-§1441,
Saudi Arabia
15. Stocks o
2017 2016

£000s £000s
Raw materials ) . ‘ 3,066 . - | 3973
Work in progress | o . 827 292
.Finished goodé . : : 10,585 9,296
Total stocks - | 12478 - 13,561
The amount of inventories recognised as an expense during the period 57,030 53,867
The amount of inventories written down recognised as an expense in the . 890 - 758
period : !
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16. Debtors

" 2016

. 2017
Amounts falling due.within one year £d 00s £000s
Trade debtors 17,497 19,928
Amounts owed by group unde.rtakings 30,856 13,070
Other debtors - . 96 - 152
Prepayments and accrued income 1,1 1‘3 726
Total amounts falling due within one year 49,562 33,876A
Amounté owed by group un&ertakings include the following interest bea‘ring loans and other borrowings:
o o . ‘ 2017 2016
Receivable Currency Interest terms o :
; £000s £000s
On demand " GBP UK base rate plus 1% 24,280 4,056 ’
On demand EUR ;:}‘:gf;sf/fm Libor 40 35
All amounts owed by gr5up dndertakihgs are payable én demand and unsecured.
17. Creditors: amounts falling due within one year |
2017 2016
£000s . £000s
Trade creditors 16,722 18,2%2
Amounts owed to group undertakings ﬁ1,065 13,370
Taxation and social security 2,236 ’ 2,067
Accruals and deferred income‘ . 3,657 3,737
Accrued preference aividends 39,429 36,396
Other Creditors | 162 8b
* Total amount owed to creditors 73,271 73,922

Accrued preference dividends represent aﬁ annual dividend of £3,033,000 since 2005 on 7.5% cumulative

preference shares of £1 each. N

All amounts owed to Qroup_undertakings are non-interest bearing, payable on demand ‘and unsecured.
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18. Creditors: amounts‘favlling'due after more than one year

2017 ) 2016
£000s £000s
7.5% cumulative preference shares of £1 each ' S 40,441 . 40,441

The holders of the redeemable cumulative preference shares have the right to be paid a fixed cumulatlve
" preference dividend at the rate of 7.5% per annum payable annually in arrears.

The company can redeem all or part of the preference shares at any time together with arrears of dividends. In
the case of winding up the company, the holders of the preference shares are entitled to receive the face value of
the shares together with arrears of dividends up to the date of winding up.

19. Provisions for liabilities

At 31
: Charge to ‘ December
At 1 January 2017  Charge to P&L ocCl Utilised 2017
£000s - .' £000s £000s £000s - £000s
Warranty 559 447 . (501) - 505
Deferred tax liability (note 11) . 6,963 3,173 9,118 - 19,254
Total ‘ 7,522, . 3,620 9,118 (501) 19,759

The warranty provision represents the best estimate of the costs associated with the sale of products under ’
warranty before the balance sheet date.

20. Pension commitments
Honeywell UK Pension Scheme (HUKPS)

The company is a participating employer in the Honeywell UK Pension Scheme (HUKPS) which is a funded

" defined benefit plan based on salary. It is closed to new entrants. Regular employer contributions to the plan by .
the company in 2018 are estimated to be £13,638,627. Defined benefit obligations are based on a full valuation
of the schemes liabilities as at 31 March 2017, measured using the pro;ected unit credit method and rolled
forward to the year-end date as at 31 December 2017.

: 2017 2016

Amounts recognised in the balance sheet .
£000s - £000s
Fair value of plan assets : 700,509 837,177
Present value of defined benefit obligations . o (575,409) (579,414)
Net assets 125,100 | 57,763
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Amounts recognised in profit or loss

Interest cost
Expected return on pension plan assets

Finance credit recognised

Current service cost

Past service cost (including ‘curtailments)

Total administrative expenses recognised.in P&L
Cost recognised in profit and loss

. Actual return on assets

Remeasurements

Liability losses on changes in assumptions
Liability (gain)/loss due to experience
Asset gains arising during the financial year

Total actuarial (gain)/loss recognised in OCI

Changes in present value of defined benefit obligation

At1 Jan'uary

" . Current service cost

Interest cost

Curtailments

Actuérial losses on liabilities-financial assumption
Actuarial gainé on liabilities - demographic assumptions
Actuan"al (gains)/losses on Iiabilities-expefience
Contributioné by participants ‘

Net benefits paid out

At 31 December
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2017 2016

- £000s £000s
14,939 17,440
(16,717) (19,799)
(1,778) (2,359)
1,639 3,025
- (6,751)
636 414
497 (5.671)
71,518 111,813

2017 2016
£000s £000s
9,774 99,593
(8,608) 6,360
(54,801) (92,014)
(53,635) 13,939
579,414 477,900
1,639 3,025
' 14,939 17,440
- (6,751)
18,373 108,241
(8.599) " (8,648)
(8,608) 6,360
- 75
(21,786) © (18,228)
575,409 579,414
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v

Changes in fair value of scheme assets

At 1 January

Expécted return on assets‘
ActuariaIA gains on assets
Contribution§ by .empl_oyer

Actual édminis‘tration expenses paid
Contributions by participants

Net benefits paid out

At 31 December

Major categories of plan assets as a percentage of total plan
assels

Equities (including venture cap and altérnative in\}estmeqts) '
-Bonds

Property

Cash

Total

Main actuarial assumptions

Inflation (RP1)

Inflation (CP1)

" Rate of general long term increaseé in salaries

Rate of increase for pensions

Pensions subject to limited price indexation to 5%
Pensions ;ubject to limited price indexation to 2.5%
Other pensions and deferred pensions

Discount rate for scheme liabilities
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2017 2016

. £000s . £000s
637,177 529,462
16,717 19;'799 |
54,801 92,014
14,199 - 14,469
(636) @
37 : 75
(21,786) - (18,228)
700,509 637,177
2017 2016
% ' %

60 57

35 38
1 4

4 o
100 ' 100
2017 2016

- % ' %

3.2 . 3.2

2.1 2.1

n/a . 26

3.1 7 34

2.2 . 22
21 S 21

25 2.7



Novar ED&S Limited
‘Registration number: 00189291

. Notes to financial statements
at 31 December 2017

Mortality

Mortality assumptions are based on standard mortality tables that allow for future m5rtality improvements. These
tables assume that a member who retired in 2017 at age 65 will live on average for a further 22.7 years (2016:
22.5 years) after retirement if male or a further 24.6 years (2016: 24.5 years) if female.

Overall long-term rate of retum

The company employs a building block approach in determining the long-term rate of return on pension plan
assets. Historical' markets are studied and assets with a higher volatility are assumed to generate higher.returns
consistent with widely accepted capital market principles. The overall expected rate of return on assets is then
derived by aggregating the expected rate of return for each asset class over the actual asset allocation for the
plan at the year end. :

21. Share capitél

2017 2016 .
£000s £000s
Authorised and allotted, called up and fully paid A ‘
1,'1 00,605 ordinary shares of £1 each - 1,101 ) 1,1.01
22. Share premium account
2017 . : 2016
_£000s - . £000s
Balance at.1 January and 31 December '
Premium arising on issue of equity.shares ' 19,800 . 19,800
23. Other reserves
’ 2017 2016
£000s ~ £000s
Balance at 1 January and 31 December
Othef reserves . | 714 714
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Notes to financial statements
at 31 December 2017

24. Operating lease commitments .
' .. 2017 2016

£000s _ £000s

At 31 December the future minimum rentals payable under non- A

cancellable operatlng leases are as follows:

Land and buildings

Not later than one year | ‘ » ' 405 - 445
‘Aft.er one year but not more than five years - : 1,620 ' 1,620
After five years S ‘A 12,833 . 13,362
Total land and building operating lease commitments . ’ " 14,858 _ 15,427
Other leases | |

Not later than one year ‘ ‘254 392
After one year but not more than five years - 1,016 , 784

Total other leases commitments ’ K 1,270 1,176

The Company has entered into commercial leases on certain properties and items of machinery. The leases
pertaining to machinery have an average duration of 3 years. There are two property leases, one has been
surrendered in 2017 and the other one relates to the Arold centre has another 37 years to run, this agreement
contains an option for review in 2024. There are no restrictions placed upon the lessee by entering into these
leases.

25. Contingent liabilities

The company, with other Honeywell group companies in the UK, has provided a bank guarantee under a
composite accounting agreement. Under this agreement, bank interest is calculated on the net group position
after setting off positive and overdrawn cash balances. The maximum contingent liability under this agreement is
the total of overdrawn balances held by group companies, amounting to £527,287,000 (2016: £596,213,000).

Positive cash balances held by the group exceeded overdrawn balances in 2017 and 2016.
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26. Subsidiary undertakings

‘The company’s subsidiary undertakings are as follows:

Name of company

Directly held
subsidiaries:

Ackermann Ltd

Honeywell Electrical

Devices & Systems India

Ltd

27. Events after balance sheet date

Principal activity

Dormant

Electrical devices and
systems

% holding if not

100%

91%

Country of
incorporation

United Kingdom

India

Registered address -

Honeywell House,
Skimped Hill Lane,
Bracknell, Berkshire
RG12 1EB,

United Kingdom

"Dowlath Tower 3 & 4
‘Floor, Taylors Road,

Kilpauk, Chennai
Tamil Nadu-TN
600010

India

On 29th July 2018, Novar ED&S Limited sold the assets and liabilities relating to its Homes division to
Ackermann Limited in consideration for 100 shares. On the same day, Homes employees under contract with
Novar ED&S Limited were also transferred.

f
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