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Honeywell Control Systems Limited
Registration number: 00217803

Strategic report

for the financial year ended 31 December 2019

The directors present their strategic report for the financial year ended 31 December 2019.
Principal activities

The company contains several divisions which operate in three of the four of Honeywell's strategic business groups.
These are BT (Building Technologies) which provides building automation systems, service and products; PMT
(Performance Materials & Technologies) which provides industrial process solutions, service and controls; and
SPS (Safety and Productivity Solutions) which supplies electrical switches and sensors. All three strategic business
groups develop and deliver products and integrated solutions that improve energy efficiency, industrial productivity
and safety while enhancing convenience and control. The company operates mainly in the UK, with some product
sales to mainland Europe, North and South America and Asia Pacific. The company also has a branch in Ireland.

Review of the business and future developments

The profit for the financial year, after taxation, is £29,273,000 (2018: £64,620,000 of which £31,306,000 was profit
from discontinued operations and £6,018,000 was dividend income from subsidiaries). Profit from continuing
operations therefore decreased by 12.1%.

Turnover from continuing operations decreased by 8.8%, driven by the reduction in revenue in the HPS (Honeywell
Process Solutions, part of PMT) business as large projects came to an end. Sales in the BT and SPS parts of the
business were broadly stable. Gross profit from continuing operations decreased by 19.5% to £82,826,000 (2018:
£102,830,000), mostly driven by the decrease in projects revenue in the high value added HPS business.

Distribution expenses increased to £27,414,000 (2018: £25,979,000), mostly due to increased investment in sales
and marketing in the BT and SPS businesses. Administration costs decreased to £31,141,000 (2018: £47,450,000)
due lower R&D (Research and Development) costs and cost containment efforts such as restructuring programmes
carried out in the current and previous year, which resulted in lower people-related costs such as salaries, vehicle
fleet and travel costs. ’

Following the reduction in turnover and gross profit, operating profit from continuing operations decreased by
£5,130,000 to £24,271,000 (2018: £29,401,000) and consequently operating profit margin reduced to 9.1% of
turnover (2018:10.0%).

Impacted by the outbreak of the coronavirus disease ("COVID-19") in 2020, the company faces significant
challenges in all its segments as customers have deferred projects, and the company'’s ability to provide services
and therefore generate revenue and profit has been adversely affected due to challenges in accessing customer
sites. The business however expects partial recovery in the second half of 2020, and full recovery by the first half
of 2021, assuming lockdown restrictions are eased.

In May 2020, the company announced the creation of a new manufacturing line in its Motherwell factory to produce
70 million facemasks for the UK government, creating around 450 jobs.

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 (Continuing operations only):

2019 2018
Turnover % change compared with previous year (8.8) 9.7
Gross profit margin% 30.9 35.0
Operating profit margin% of turnover 9.1 10.0
Headcount % change compared with previous year from continuing ' (5.8) (0.6)
operations
Turnover

Turnover from continuing operations decreased by 8.8%, driven by the reduction in revenue in the HPS business
as large projects in key markets such as oil and gas came to an end. Sales in the other parts of the business were
broadly stable.30,
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Strategic report

for the financial year ended 31 December 2019

Gross profit margin

Gross profit from continuing operations decreased by 19.5% to £82,826,000 (2018: £102,830,000), mostly driven
by the decrease in revenue from projects in the high value added HPS business. Consequently, gross margin
decreased by 4.1%, from 35.0% in 2018 to 30.9% in 2019.

Operating profit margin

Following on from the decrease in turnover and gross profit, operating profit from continuing operations decreased
by £5,130,000 to £24,271,000 (2018: £29,401,000). Distribution expenses increased to £27,414,000 (2018:
£25,979,000), mostly due to increased investment in sales and marketing in the BT and SPS businesses. The
company drove savings in administrative costs through restructuring, resulting in £15,890,000 savings in staff
costs, and a £3,353,000 reduction in R&D expenditure as headcount in R&D decreased from 24 in 2018 to 2 by
the end of 2019. Consequently, operating profit margin decreased by 0.9% to 9.1% of turnover (2018:10.0%).

Headcount

The average headcount for continuing and discontinued operations decreased by 18.1%, from 1,456 employees
in 2018 to 1,193 employees in 2019. The decrease was mostly due to the disposal of the Homes business, whereby
475 employees transferred to Ademco1 Limited on 29 July 2018. Headcount in continuing operations decreased
by 5.8% from 1,266 employees in 2018 to 1,193 employees in 2019, mainly due to restructuring in the BT part of
the business as 56 roles became redundant during the year, including 22 roles in R&D.

Strategy

The company is part of the Honeywell Group, and therefore its strategy is aligned to the Group strategy for the BT,
the PMT and the SPS Strategic Business Groups.

Across all its segments, the company's strategy is to build a unique position by offering its customers a software
driven and connected solution. In the BT segment, the Business Group strategy is to build a unique position by
offering customers a software-driven and connected solution. The starting point is listening carefully to customers
to develop products and services that meet their specific needs. The solutions are then designed to operate
seamlessly as part of an integrated management system. The Business Group aims to build a smarter, safer, and
more sustainable world by helping customers to control their comfort, security, and energy use.

The PMT Business Group strategy is to generate long-term growth while building a world which is safer and more
secure, more comfortable and energy efficient, and more innovative and productive. The Business Group aims to
add value for oil and gas companies and enable them to operate more efficiently and profitably by offering them a
deep process knowledge, combined with software expertise from HPS and an extensive network of laboratories
and pilot plant facilities.

By focusing on solutions that offer greater efficiency, the Business Group provides reliable technical service and
support, with expertise in plant operations, asset management, customized training, strategic and tactical support,
troubleshooting, and engineering services.

In the SPS segment, the Business Group strategy is to build a unique position by offering its customers
comprehensive solutions that enhance workplace safety and incident response, improve enterprise performance
and enable greater product design innovation. The Business Group builds on Honeywell’s expertise in connected
solutions to provide real-time safety intelligence, increase worker productivity and enrich operational intelligence
with data-driven insights.

The Business Group aims to build a unique position with a broad, deep installed base and understanding of key
_industries and marketplaces through investing significantly in next-generation technologies, from cloud to artificial
intelligence to machine learning.

Page 2



Honeywell Control Systems Limited
Registration number: 00217803

Strategic report

for the financial year ended 31 December 2019

Financial risk management, objectives and policies
Interest rate risk

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

Foreign currency risk

The impact of COVID-19 has resulted in increased volatility in foreign exchange rates thus exposing the company
to increased foreign currency risks.

The company monitors and manages the foreign currency risk relating to the operations of the company, with the
assistance of the treasury department of Honeywell International Inc.

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 risk

Credit risk arises from exposures to customers. The creditworthiness of customers granted credit terms in the
normal course of business is 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.

In respect of intercompany receivables, the company does not have exposure to credit risk considering that we are
receiving a guarantee letter from Honeywell International Inc. to support intercompany balances.

Principal risks and uncertainties

As a trading company, the company is dependent on its continued ability to secure contracts with customers and
its ability to perform under those contracts. ’

The coronavirus outbreak has developed rapidly, with a significant number of infections. On March 11, 2020, the
World Health Organization declared the coronavirus outbreak a pandemic. The outbreak of the coronavirus disease

" ("COVID-19") has resulted in governments worldwide enacting emergency measures to combat the spread of the
virus. These measures, which include the implementation of travel bans, self-imposed quarantine periods and
social distancing, have caused material disruption to businesses globally resulting in an economic slowdown which
can negatively impact the company’s operations and adversely affect its business.

The global spread of COVID-19 has created significant volatility, uncertainty and economic disruption, which is
likely to affect the demand for Honeywell products globally. The extent to which the COVID-19 pandemic impacts
our business, operations and financial results will depend on numerous evolving factors that we may not be able
to accurately predict, including: the duration, scope and severity of the pandemic; governmental, business and
individual decisions and actions; the impact of the pandemic on economic activity; and the extent to which we or
our business partners may be prevented from conducting normal business activities for an indefinite period of time,
including due to shutdowns that may be requested or mandated by governmental authorities. These factors could,
among other things, disrupt the purchasing and payment behaviours of our customers and their end-users; our
operations, including our manufacturing activities, the shipment of our products, and the performance of our
suppliers and service providers; and our liquidity and cash flow.

The followirig risks will be applicable to the companies dealing in the BT, PMT and SPS businesses as a whole.

e  Customer risk: Existing and potential customers and their end-users may choose to reduce or delay spending.
Customers may also attempt to renegotiate contracts and obtain concessions, face financial constraints on
their ability to make payments to us on a timely basis or at all, or discontinue their business operations, and
we may be required to discount the pricing of our products, all of which may materially and negatively impact
our operating results, financial condition and prospects. In addition, unfavourable customer site conditions,
such as closure of or access restrictions to customer facilities, and disruptions to our customers’ third-party
logistics, warehousing, inventory management and distribution services may limit our ability to sell products
and provide services. "
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e Operations risk: The temporary closure of our facilities, restrictions inhibiting our employees’ ability to access
those facilities, and disruptions to the ability of our suppliers or service providers to deliver goods or services
to us (including as a result of supplier facility closures or access restrictions, disruptions to their supply chains,
and supplier liquidity or bankruptcy risk) could disrupt our ability to provide our services and solutions and
result in, among other things, terminations of customer contracts and losses of revenue. Because the COVID-
19 pandemic could adversely affect our near-term and long-term revenues, earnings, liquidity and cash flows,
we have begun to take and may be required to continue taking significant cost actions, including but not
limited to reducing discretionary expenses (such as non-essential travel, contractors, and consultants),
reducing hiring, cancelling annual merit increases; reducing executive and board of directors pay, reducing
work schedules across the enterprise, shortening or staggering work schedules to match production with
demand, and reducing staffing levels. Remote work and increased frequency of cybersecurity attacks,
including phishing and malware attempts that utilise COVID-19-related strategies, increase the risk of a
material cybersecurity incident that could result in the loss of proprietary or personal data, render us more
vulnerable to future cybersecurity attacks, disrupt our operations, or otherwise cause us reputational or
financial harm.

In the BT part of the business, some supply and installation projects were put on hold in the second quarter of 2020
due to lockdown restrictions. However, the business expects partial recovery in the fourth quarter of 2020 and fult
recovery in the first half of 2021.

In the HPS, part of Performance Materials and Technologies, revenue generation is continuing on existing projects,
but some new projects have been delayed, especially in the oil and gas business, until these sectors recover. The
business expects that recovery would commence in the third quarter of 2020, with full recovery expected in the first
half of 2021. :

In the SPS business, the company expects lower demand for electrical switches and sensors in the second quarter
of 2020. However partial recovery is expected in the fourth quarter of 2020 and full recovery in-the first half of 2021.
The company expects a surge in demand for personal protective equipment and medical sensors in 2020, which
is likely to continue in 2021. In May 2020, the company announced the creation of a new manufacturing line in its
Motherwell factory to produce 70 million facemasks for the UK government, creating around 450 jobs.

The company is also undertaking various cost mitigating measures as described above to reduce its current cost
base.

The scope and impact of the COVID-19 pandemic is changing rapidly, and additional impacts may arise. A
sustained or prolonged COVID-19 outbreak could exacerbate the negative impacts described above, and the
resumption of normal business operations may be delayed or constrained by lingering effects on our suppliers,
third-party service providers, and/or customers. These effects, alone or taken together, could further impact each
of the risks described above.

Brexit

On 23 June 2016, the UK held a referendum on the UK’s continuing membership of the EU, the outcome of which
was a decision for the UK to leave the EU (Brexit). The UK left the EU on 31 January 2020 and will be in a transition
period until 31 December 2020, during which time negotiations around a trade deal with the EU will continue. Until
the Brexit negotiation process is completed, it is difficult to anticipate the potential impact on the company and the
wider Honeywell Group’s operations. There is no evidence at this time of Brexit having a material adverse effect
on the company’s activities.

Statement by the directors in performance of their statutory duties in accordance with s172(1) of
Companies Act 2006

The following statement describes how the directors have had regard to the matters set out in section 172(1)(a) to
(f) when performing their duty under section 172 of the Companies Act 2006.

We recognise the importance of clear communication and proactive engagement with our stakeholders.
Comprehensive engagement enables informed decision making and is integral to the long-term success of the
company. In the table below, and in accordance with the Large and Medium-sized Companies and Groups
(Accounts and Reports) Regulations 2008 (as amended by the Companies (Miscellaneous Reporting) Regulations
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2018) (the ‘Regulations’), we set out our stakeholder groups, as required by the Reguilations, how we engage with
them and the impact of that engagement. ’

Stakeholder group

How we engage

Impact of engagement

Workforce

We create a workplace where our
people can learn and develop their
careers while contributing
positively to our brand and
initiatives. Our key aims for the
workforce are as follows:

¢ maintain a low level of staff
attrition;

e  encourage employee
engagement with our business
in the context of the current

market;
e encourage idea and
knowledge-sharing to

capitalise on employee ideas
and initiatives that could add
-value to the business; and

e encourage a healthy work-life

We have engaged with our
workforce in a variety of ways and
some specific initiatives are
highlighted below:

e on-boarding training on
Honeywell value propositions
versus next best market
alternatives on our products
and offerings;

e training new sales hires with
respect to our internal
processes and procedures;

e undertaking various employee
surveys, including an annual
stress at work survey and
internal services surveys;

* holding employee consultation
forums; and

The employee engagement
initiatives resuited in:
e  enhanced employee

understanding of our roadmap
and long-term goals as well as

increased job  satisfaction
based on improved
awareness, knowledge and
training;

. improved communication
between management and

employees, with a recognised
platform for consideration of
workplace matters affecting
employees. Outcomes of this
process helped us assess
employee related health
issues;

balance. e holding town halls led by the *  an action plan was developed
CEO, as well as local town in response to matters raised
halls hosted by business line as part of the annual stress at
leaders. work survey; and
e the launch of a global initiative
programme for enhanced
career development.
Customers
We have identified our key We engaged with our customersin Customer engagement initiatives
customers as those who have the many ways and some of the resultedin: :

highest impact on our short-to-

medium term business. We have

engaged with our customers to
achieve the following objectives:

e improve customer
engagement metrics;

e improve product quality and
product and service offering;
and

e build and maintain positive
customer relationships.

highlights of this engagement are
set out below:

e regular meetings with major
customers for discussing
frame agreements and
upcoming projects;

e invited negotiation of contracts
with service and project
customers;

e conducted customer
satisfaction surveys; and

s implemented a Project
Steering Committee  and
Project Sponsors.
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. increased customer
understanding of our project

pipeline;
. improved end-results in
contracts given early

engagement and consultation;

. measurement of customer
opinions on our business,
products and °  services,
providing actionable insights
(based on customer
satisfaction surveys); and

e the Project Steering
Committee provided an

interface with senior customer
executives, enabling us to
obtain valuable insights. These
are used to improve
performance and build trust in
our capabilities.
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Suppliers

We outsource certain activities to
third  party suppliers. We aim to
build long-term, effective
relationships with our suppliers
through collaborative measures,
including:

e maintaining dialogue with
suppliers to facilitate quick
resolution of any issues which
may arise; and

e encouraging reliable service

through engagement and
mutually agreeable credit
terms. -

Some of the highlights of our

engagements with suppliers
included:
e supplier issues and

escalations dealt directly by
the directors;

¢ procurement teams supported
through meetings with
strategic suppliers; and

e regular attendance by
business leaders at trade
shows and industry events.

Some of supplier engagement'
initiatives resulted in:

e improved quality of

dialogues between the

business and suppliers
resulting in  improved
supplier satisfaction; and

e building our reputation and
engaging with potential
customers and suppliers.

The company’s ultimate controlling party, Honeywell International Inc, shapes the business strategies for the group
which has an impact on the long-term development of the company. in practice, all decisions and policies affecting
employees, suppliers and business relationships with stakeholders are implemented by the directors in line with
the business strategies decided at the group level and promote the interests of the ultimate controlling party and
group as a whole. For further information on the strategy and governance of Honeywell International Inc please

refer to www.honeywell.com.

Principal Decisions

Being a part of a large multinational group of companies, Honeywell Control Systems Limited adheres to policies
and procedures which are often set by the ultimate parent company, Honeywell International Inc. During the year
there were no principal decisions, within the context of Section 172 reporting, for the company to disclose.

Approved by the board of directors and signed on its behalf by:

DocuSigned by:
David. ay
82EDE723DE3A435...
Dawé S\n rew:ﬁay

Director
27-Nov-2020
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Honeywell Control Systems Limited
Registration number: 00217803

Directors’ report

for the financial year ended 31 December 2019

The directors present their annual report and.audited financial statements for the company for the financial year
ended 31 December 2019.

Business review and future developments
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, after taxation was £29,273,000 (2018: £64,620,000, of which
£31,306,000 was profit from discontinued operations) which will be transferred to reserves. The results for the
financial year are shown on page 13.

The directors do not recommend the payment of a dividend (2018: the directors distributed the company’s
investment in Ademco 1 Limited valued at £48,896,700 as dividend to Honeywel! Limited).

Financial risk management, objectives and policies
The details of the financial risk management of the company are included in the strategic report on page 3.
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: )

James McKenna

Sarah Rachel Martin

David Andrew Kay

David Juggins

Sharon Treanor (resigned on 25 September 2020)

Diane Bacquet-Herbaux (appointed on 22 August 2019)

Antonio Carlos Ireneu Dos Santos Rodrigues Das Neves (appointed on 23 October 2019)
John J Tus (resigned on 24 September 2019)

Jennifer Maike Dunn (appointed on 25 September 2020)

Directors’ indemnities

Pursuant to the company's articles of association, the directors were throughout the financial year ended 31
December 2019 and are at the date of this report entitled to a qualifying indemnity provision as defined in section
234 of the Companies Act 2006.

Research and development

Research and development expenditure for the financial year amounted to £745,000 (2018: £4,098,000), due to
a reorganisation of the R&D function in all businesses except HPS. In BT, 20 research and development roles
became redundant during 2019. In the SP&S business, R&D work previously carried out by employees
recharged from a Honeywell entity in Europe moved to the US and is no longer recharged to the company.

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 where 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 applicants, whether in selection, promotion, access to training,
or appraisal.

Employee engagement

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 heid 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.
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for the financial year ended 31 December 2019

Stakeholder Engagement

We recognise the importance of clear communication and proactive engagement with our stakeholders. Further
detail on the engagement with employees undertaken during the year appears as part of our Section 172 statement
on page 4.

Going concern

The company's business activities, 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. While considering the ability of
the ultimate parent company to provide financial support, the directors, have reviewed the operating results for
2019 and 9 months ended 30 September 2020 and financial performance of Honeyweli International Inc. as well
as representations and initiatives of Honeywell Executive Leadership. The directors have further relied on forward
looking assessments provided by Honeywel! International Inc under various possible COVID-19 scenarios and are
satisfied that the ultimate parent company is in a position to provide the necessary financial support. As part of their
consideration, the directors have acknowledged the cost control measures already taken across Honeywell
International Inc and the group’s cash, cash equivalents and short term investments balance at 30 September 2020
of $15.0 billion.

The directors have a reasonable expectation that the company has adequate resources, including s\u_pport from
Honeywell International Inc. to continue in operational existence for the foreseeable future being a period of at least
12 months from the date of these financial statements. ‘

Accordingly, they continue to adopt the going concern basis in preparing the annual report and financial statements.
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 director 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 they ought to have taken as a director to make themselves aware
of any relevant audit 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

Subsequent to the balance sheet date, as noted in the strategic report, the COVID-19 outbreak has developed
rapidly, being declared a global pandemic. The principal risks and uncertainties and the impact on going concern
have been discussed in detail elsewhere in these financial statements. We have concluded that the outbreak is a
non-adjusting event in accordance with IAS 10.

Independent auditor

Deloitte LLP have expressed their willingness to be reappointed for another 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:

avia ARAREN Ray
~ Director
27-Nov-2020

Page 8



'Honeywell Control Systems Limited
Registration number: 00217803

Directors’ responsibilities statement
for the financial year ended 31 December 2019

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
Practice (United Kingdom Accounting Standards and applicable law), including FRS 101 'Reduced Disclosure
Framework'’.

Under company law the directors must not approve the financial statements uniess they are satisfied that they 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:

e select suitable accounting policies and then apply them consistently;
e make judgements and accounting estimates that are reasonable and prudent;
.o 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 business.

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 accounting firms who are engaged to prepare the company’s financial statements, as well as Honeywell
International Inc.’s own finance shared service centres located in Bengaluru and Bucharest. 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 the Regional Finance Leader
for Western 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.
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Independent auditor’s report
to the members of Honeywell Control Systems Limited.

Report on the audit of the financial statements
Opinion
In our opinion the financial statements of Honeywell Control Systems Limited (the ‘company’):

e give atrue and fair view of the state of the company’s affairs as at 31 December 2019 and of its profit 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 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 36.

The financia! 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 provide a basis for our opinion.

Conclusions relating to going concern
We are required by 1SAs (UK) to report in respect of the following matters where:

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

e thedirectors 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.

We have nothing to report in respect of these matters.
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Independent auditor’s report
to the members of Honeywell Control Systems Limited.

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 liquidate the company or to cease operations, or have no realistic
alternative but to do so.

Auditor’'s responsibilities 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 1ISAs (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 description 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.

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:

« the information 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

* the strategic report and the directors’ report have been prepared in accordance with applicable legal
requirements.

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

Matters on which we are required to report by exception
Under the Companies Act 2006 we are required to report in respect of the following matters if, in our opinion:

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

e 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 have nothing to report in respect of these matters.
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Honeywell Control Systems Limited
Registration number: 00217803

Independent auditor’s report
to the members of Honeywell Control Systems Limited. .

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.

DocuSigned by:

A

&3 BEHREACA (Senior Statutory Auditor)
For and on behalf of Deloitte LLP
Statutory Auditor
Edinburgh, United Kingdom
30-Nov-2020
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Profit and loss account
for the financial year ended 31 December 2019

Honeywell Control Systems Limited
Registration number: 00217803

2019 2018
Notes £000s £000s
Continuing operations
Turnover 5 268,103 294,015
Cost of sales (185,277) (191,185)
Gross profit 82,826 102,830
Distribution expenses (27,414) (25,979)
Administrative expenses (31,141) (47,450)
Operating profit 8 24,271 29,401
Dividend income 11 - 6,018
Interest receivable and similar income 12 8,809 7,014
Interest payable . 13 (1,265) (3,125)
Profit before taxation 31,815 39,308
Tax on profit 15 (2,542) (5,994)
z’r):fri;tfizrntshe financial year from continuing 29,273 33,314
Discontinued operations
Profit from discontinued operations 14 - 31,306
Profit for the financial year 29,273 64,620

The notes on pages 17 to 52 form an integral part of the financial statements.
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Honeywell Contro! Systems Limited
Registration number: 00217803

Statement of comprehensive income
for the financial year ended 31 December 2019

2019 2018
Notes £000s £000s
Profit for the financial year 29,273 64,620
Other comprehensive income:
Iltems that cannot be reclassified to profit or loss
Actuarial (losses)/gains on pension plan 27 (7,410) 29,882
Movement on deferred tax relating to pension scheme 15 1,260 (5,080)
?;Llsrncec:n; ?tr::ensive (expense)/income for the (6,150) ) 24,802
Total comprehensive income for the year, net of tax 23123 89,422
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Balance sheet

Honeywell Control Systems'Limited
Registration number: 00217803

as at 31 December 2019

Fixed assets
Intangible assets
Tangible assets
Right-of-use assets

Investments

Current assets

Stocks

Debtors: amounts falling due within one year
Debtors: amounts falling due after one year
Short term deposits

Cash at bank and in hand

Creditors: amounts falling due within one year

Net current assets

Total assets less current liabilities (excluding pension asset)
Creditors: amounts falling due after more than one year
Provisions for liabilities

Pension asset

Pension liability

Net assets

Capital and reserves

Called-up share capital

Share premium account

Profit and loss account

Total shareholder’s funds

Notes

16

17

18

19

20

21

21

22

23

24

26

27

27

28

29

2018

The financial statements on pages 13 to 52 were approved by the board of directors on

its behalf by DocuSigned by:

Dosid. bay

. 82EDF7230E3A435...
David Andrew Kay

Director
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2019
£000s £000s
8,994 4,235
22,031 -
1,167 1,167
32,192 5,402
7,667 6,979
165,927 212,792
2,817 1,989
74,864 -
183 14,933
251,458 236,693
(156,968) (162,683)
94,490 74,010
126,682 79,412
(21,729) -
(40,894) (40,905)
246,022 246,835
(5,062) (4,752)
305,019 280,590
14,537 14,537
290,482 266,053
305,019 280,590
and signed on
27~Nov-2020



Statement of changes in equity

Honeywell Control Systems Limited
Registration number: 00217803

for the financial year ended 31 December 2019

At 1 January 2018
Profit for the financial year
Other comprehensive income

Total comprehensive profit for the
financial year

Dividend paid (note 30)

Movement in respect of share options
(note 31)

Share capital reduction (Note 28)

At 31 December 2018

Profit for the financial year
Other comprehensive expense

Total comprehensive income for the
financial year

Movement in respect of share options
(note 31)

At 31 December 2019

Called-up share Share premium Profit and loss
. Total
capital account account
£000s £000s £000s £000s
150,000 14,537 74,808 239,345
- - 64,620 64,620
- - 24,802 24,802
R - 89,422 89,422
- - (48,897) (48,897)
- - 720 720
(150,000) - 150,000 -
- 14,537 266,053 280,590
- - 29,273 29,273
- - (6,150)  (6,150)
- - 23,123 23,123
- - 1,306 1,306
- 14,537 290,482 305,019
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Honéywell Control Systems Limited
Registration number: 00217803

Notes to the financial statements
for the financial year ended 31 December 2019

1. General information

Honeywell Control Systems Limited is a private company limited by shares which is incorporated in the United
Kingdom under the Companies Act 2006 and registered in England and Wales. The nature of the company’s
operations and its principal activities are set out in the strategic report on page 1.

The immediate parent undertaking is Honeywell Limited, a company incorporated in the United Kingdom. The
registered address of the parent is Honeywell House, Skimped Hill Lane, Bracknell, Berks, RG12 1E3, 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 the 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, Honeywell, 300 South Tryon Street, Charlotte, North
Carolina 28202, USA or from the Internet at www.honeywell.com.

2. Significant accounting policies

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

Basis of preparation

The company meets the definition of a qualifying entity 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 financial statements are prepared on a going concern basis,-under the historical cost convention, and in
accordance with the Companies Act 2006 and 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 company has taken advantage of the following disclosure exemptions under FRS 101:

e 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 and
Equipment, paragraph 118(e) of IAS 38 Intangible 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 reduirements of paragraphs 30 and 31 of IAS 8 Accounting Policies, Changes in Accounting Estimates
and Errors;

¢ the requirements in IAS 24 Related Party 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;

e the requirements of the second sentence of paragraph 110 and paragraphs 113(a), 114, 115, 118, 119(a)
to (c), 120 to 127 and 129 of IFRS 15 Revenue from Contracts with Customers;

e the requirements of paragraph 52 of IFRS 16 Leases; and
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Honeywell Contro! Systems Limited
Registration number: 00217803

Notes to the financial statements
for the financial year ended 31 December 2019

e the requirements of paragraph 58 of IFRS 16, provided that the disclosure of details of indebtedness
required by paragraph 61(1) of Schedule 1 to the Regulations is presented separately for lease liabilities
and other liabilities, and in total.

Going concern

The company's business activities, 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. While considering the ability of
the ultimate parent company to provide financial suppon, the directors, have reviewed the operating results for
2019 and 9 months ended 30 September 2020 and financial performance of Honeywell International Inc. as well
as representations and initiatives of Honeywell Executive Leadership. The directors have further relied on forward
looking assessments provided by Honeywell International inc under various possible COVID-19 scenarios and are
satisfied that the ultimate parent company is in a position to provide the necessary financial support. As part of their
consideration, the directors have acknowledged the cost control measures already taken across Honeywell
International Inc and the group’s cash, cash equivalents and short term investments balance at 30 September 2020
of $15.0 billion.

The directors have a reasonable expectation that the company has adequate resources, including support from
Honeywell International Inc. to continue in operational existence for the foreseeable future being a period of at least
12 months from the date of these financial statements.

Accordingly, they continue to adopt the going concern basis in preparing the annual report and financial statements.
Turover and revenue recognition

Turnover comprises revenue from sales to customers and service revenues net of value added tax. Turnover also
comprises the cost-plus mark-up of general administration support to fellow group companies, net of value added
tax.

The company recognises revenue when it satisfies an identified performance obligation by transferring a promised
good or service to a customer excluding amounts collected on behalf of third parties. The company measures
revenue at the transaction price, excluding estimates of variable considerations. A good or service is considered
to be transferred when the customer obtains control. IFRS 15 states that “control of an asset refers to the ability to
direct the use of and obtain substantially all of the remaining benefits from the asset”. Control also means the ability
to prevent others from directing the use of, and receiving the benefit from, a good or service. '

As per IFRS 15, the performance obligations are deemed to be satisfied as:follows:

Type of sale Recognition
Product and service sales On dispatch and when acceptance by the customer has occurred.
Licensing agreements Where licensing agreement is distinct from other goods and services the same

is treated as a separate performance obligation and the revenue is recognised
when such performance obligation is satisfied.

Where licensing agreement is not distinct from other goods and services the
same is treated as a single performance obligation and the revenue is
recognised when the combined performance obligation is satisfied.

Licensing agreements Where licensing agreement is distinct from other goods and services the same
’ is treated as a separate performance obligation and is recognised over a period
of time.

Where licensing agreement is not distinct from other goods and services the
same is treated as a single performance obligation and is recognised over a
period of time when the combined performance obligation is satisfied.

Sale of consignment stock When the title of goods sold passes to the customer.
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Honeywell Control Systems Limited
Registration number: 00217803

Notes to the financial statements
for the financial year ended 31 December 2019

Service contracts As and when performance obligation is satisfied using cost-to-cost measure of
progress.
Long term contracts Percentage of completion basis once the outcome of the contract can be

recognised with reasonable certainty.

Construction contracts

Revenue from construction contracts is recognised over time on a cost-to—cost method, i.e. based on the
proportion of contract costs incurred for work-performed to date relative to the estimated total contract costs. The
company considers that the input method is an appropriate measure of the progress towards complete satisfaction
of these performance obligations.

The company determines at contract inception that the control of a promised good or service is transferred over
time, when any of the following conditions are satisfied:

e The customer is receiving and consuming the benefits of the company’s performance as the company
performs; '

e« The company creates or enhances an asset that the customer controls as it is created or enhanced;,

e The company’s performance does not create an asset with alternative use and the company has a right
to payment for performance completed to date.

The company becomes entitled to invoice customers for contracts based on achieving a series of performance-
related milestones. The company will previously have recognised a contract asset for any work performed. Any
amount previously recognised as a contract asset is reclassified to trade receivables at the point at which it is
invoiced to the customer. If the milestone payment exceeds the revenue recognised to date under the cost—to—cost
method, then the company recognises a contract liability for the difference.

The company’s contracts are typically negotiated for the construction of a single asset or a group of assets that are
closely interrelated or interdependent in terms of their design, technology and function. In certain circumstances,
the measurement criteria are applied to the separately identifiable components of a single contract or to a group of
contracts together in order to reflect the substance of a contract or a group of contracts.

Owing to the nature of the contracts entered into by the company, it assumes significant integration of goods and
services in order to affect the delivery of the combined item the customer contracts for and hence considers the
contracted services under such contracts as a single performance obligation.

Assets covered by a single contract are treated separately when:

separate proposals have been submitted for each asset;
each asset has been subject to separate negotiation and the contractor and customer have been able to
accept or reject that part of the contract relating to each asset;

e the costs and revenues of each asset can be identified.

A group of contracts are treated as a single construction contract when:

the group of contracts is negotiated with a single commercial objective;
the consideration paid for one contract is dependent on the price or performance of another contract or
goods; or

e services promised are a single performance obligation.
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Honeywell Contr6| Systems Limited
Registration number: 00217803

Notes to the financial statements
for the financial year ended 31 December 2019

Warranty obligations

The company typically provides warranties for general repairs of defects that existed at the time of sale, as required
by law. These assurance-type warranties are accounted for under IAS 37 Provisions, Contingent Liabilities and
Contingent Assets.

The service-type warranties are sold either separately or bundled together with the sale of goods. Contracts for
bundled sales of goods and a service-type warranty comprise two performance obligations because the promises
to transfer the good and to provide the service-type warranty are capable of being distinct. Using the relative stand-
alone selling price method, a portion of the transaction price is allocated to the service-type warranty and
recognised as a contract liability. Revenue is recognised over the period in which the service-type warranty is
provided based on the time elapsed.

Contract balances
Contract assets

A contract asset is the right to consideration in exchange for goods or services transferred to the customer. If the
company performs by transferring goods or services to a customer before the customer pays consideration or
before payment is due, a contract asset is recognised for the earned consideration that is conditional.

Trade receivables

A receivable represents the company’s right to an amount of consideration that is unconditional (i.e., only the
passage of time is required before payment of the consideration is due). Refer to accounting policies of financial
assets in financial instruments — initial recognition and subsequent measurement.

Contract liabilities

A contract liability is the obligation to transfer goods or services to a customer for which the company has received
consideration (or an amount of consideration is due) from the customer. If a customer pays consideration before
the company transfers goods or services to the customer, a contract liability is recognised when the payment is
made, or the payment is due (whichever is earlier). Contract liabilities are recognised as revenue when the
company performs under the contract.

Cost to obtain a contract

The company recognises the incremental costs of obtaining contracts with customers and the costs incurred in
fulfilling the contracts with customers that are directly associated with the contract as an asset if those costs are
expected to be recoverable. The company amortises such costs using the straight-line method over the period of
the contract.

The company pays sales commission to its employees/third party for each contract that they obtain for bundled
sales of equipment and installation services. The company has elected to apply the optional practical expedient for
costs to obtain a contract which allows the company to immediately expense sales commissions (included under
employee benefits and part of cost of sales) because the amortisation period of the asset that the company
otherwise would have used is one year or less.

Interest receivable

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 receipts through the expected life of the financial instrument
to its net carrying amount.

Dividend income

Dividend income is recognised when the shareholder's right to payment is established, that is on declaration of the
dividend by the subsidiary.
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Honeyweil Control Systems Limited
Registration number: 00217803

Notes to the financial statements
for the financial year ended 31 December 2019

Leases — as lessee

The company has adopted IFRS 16 using the modified retrospective approach and therefore comparative
information has not been restated and continues to be reported under IAS 17 and IFRIC 4. The details of accounting
policies under IAS 17 and IFRIC 4 are disclosed separately if they are different from those under IFRS 16.

The company assesses whether a contract is or contains a lease, at inception of a contract. The company
recognises a right-of-use asset and a corresponding lease liability for all leasing arrangements, except for short-
term leases (defined as leases with a lease term of 12 months or less) and leases of low value assets (less than
£5,000). For these leases, the company recognises the lease payments as an operating expense on a straight-line
basis over the term of the lease.

Lease liability — Initial measurement

The lease liability is initially measured at the present value of the lease payments, excluding payments made at or
before the commencement date, discounted using the rate implicit in the lease. If this rate cannot be readily
determined, the company uses its incremental borrowing rate.

Lease payments included in the measurement of the lease liability comprise:

= fixed lease payments (including in-substance fixed payments); and
= payments of penalties for terminating the lease, if the lease term reflects the exercise of an option to terminate
the lease.

Variable lease payments are not included in the determination of the lease liability and are charged to the profit
and loss account in the period that they arise. (applicable for car lease rentals)

Lease liability - Subsequent measurement
The lease liability is subsequently measured at amortised cost.
The lease liability is remeasured, with a corresponding adjustment to the related right-of-use asset, whenever:

» the lease term has changed in which case the lease liability is remeasured by discounting the revised lease
payments using a revised discount rate.
= g lease contract is modified, and the lease modification is not accounted for as a separate lease, in which
~ 77 case the lease liability is remeasured by discounting the revised lease payments using a revised discount
rate. .
Right-of-use assets

The right-of-use asset is initially measured at the initial amount of the lease liability adjusted for:

e lease payments made at or before the commencement day, less any lease incentives received;

e any initial direct costs; and

e an estimate of costs to be incurred by the lessee in dismantling and removing the underlying asset, restoring
the site on which it is located or restoring the underlying asset to the condition required by the terms and
conditions of the lease, unless those costs are incurred to produce inventories.

The company depreciates the right-of-use assets on a straight-line basis from the lease commencement date to
the earlier of the end of the useful life of the right-of-use asset or the end of the lease term. The company also
assesses the right-of-use asset for impairment when such indicators exist.

Operating leases — Accounting policies applied until 31 December 2018

e Leases where the lessor retains a significant portion 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.
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Honeywell Control Systems Limited
Registration number: 00217803

Notes to the financial statements
for the financial year ended 31 December 2019

Research and development ‘

All costs associated with research and development are written off to the profit and loss account in the year of
expenditure, unless the costs meet the recognition criteria under IAS 38 to be capitalised. R&D expenditure credit
reclaimable from HM Revenue and Customs in respect of those costs is recognised when the actual claim is
submitted to revenue authorities. The amount claimed reduces the research and development costs in the profit
and loss account in the year of claim.

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 the profit and loss account.

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated using the
exchange rates at the dates of the initial transactions.

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 other financial 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 