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Honeywell Control Systems Limited
Registration number: 00217803

Strategic report

for the year ended 31 December 2017

The directors present their strategic report for the financial year ended 31 December 2017.
Principal activities

The company contains several divisions which operate in three of the four of Honeywell’s strategic business groups.
These are HBT (Home and Building Technologies) which provides building automation systems, service and
products; PMT (Performance Materials & Technologies) which provides industrial process solutions, service and
controls; and S&PS (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. The company provides contract manufacturing services to a fellow Honeywell group
company.

‘Review of the business and future developments

" The profit for the financial year, after taxation, is £21,661,000 (2016: £18,799,000). Turnover increased by 11.2%
from £319,379,000 in 2016 to £355,116,000 in 2017, mainly due to additional revenue from domestic projects
and from new sales to Turkey. Gross margin improved from 24.9% in 2016 to 27.6% in 2017, due to favourable
changes in the product mix. .

- Operating profit increased by 20.7% as a result of the increase in turnover and the improvement in gross margin;
however operating margin only increased by 0.6%, from 6.7% in 2016 to 7.3% in 2017. This was mainly due to
the positive impact in 2016 of a £14,766,000 one-off pension curtailment credit following the announced closure
for future accruals of the Honeywell UK Pension scheme, of which Honeywel! Control Systems lelted is a
participating employer. .

Investment in new product and service offerings was maintained to ensure that the company is strongly
positioned to take advantage of future growth opportunities. '

In 2017 Honeywell.International Inc. 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. As part of the implementation, on 29 July 2018,
Honeywell Control Systems Limited sold the assets and liabilities relating to its Homes division to Ademco1 Limited
in consideration for shares valued at £48,497,749. Subsequently, on 29 October 2018 Hon}eywell spun off its former
Homes and Global Distribution business including Ademco 1 Limited to a new, publicly traded company called
Resideo Technologies, Inc. On 27 September 2018, the shareholders of Honeywell Control Systems Limited
agreed that the company should reduce its share capital by £149,999,999. The reduction resulted in a credit to the
profit and loss reserve.

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

a : £000s - £000s,

Turnover % change compared with previous'year, due to: %, %
Volume ' : , 8.8 0.9
Price \ 2.4 15
| 11.2 24

Gross profit% - 276 249
Operating resuli % of turnover ‘ b 7.3 6.7
Headcount % change compared with previous year B . (5.4) (6.2)
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Honeywell Control Systems Limited
Registration number: 00217803

Strategic report

for the year ended 31 December 2017

Turnover

Turnover increased by 11.2% from £319,379,000 in 2016 to £355,116,000 in 2017. The growth waé mainly due
to additional revenue from domestic projects in the UK PMT (Performance Materials Technologies) segment and
from new sales to Turkey. :

Gross profit

Gross margin improved from 24.9% in 2016 to 27.6% in 2017, due to the impact of higher volumes in all divisions
and price increases in the Homes business, and a higher turnover in the company’s higher margin businesses.

Operating result

Operating praﬁt increased by 20.7% from £21,411,000 in 2016 to 25,843,000 in 2017, reflecting the increase in
turnover and the improvement in gross profit, however operating margin only increased by 0.6%, from 6.7% in
2016 to 7.3% in 2017. This was mainly due to the positive impact of a £14,766,000 one-off pension curtailment
. creditin 2016, following the announced closure for future accruals of the Honeywell UK Pension scheme, of
which Honeywell Control Systems Limited is a participating employer. Recurring administrative expenses are in
line with expectations.

Headcount

Headcount decreased by 5.4%, from 1,698 employees in 2016 to 1,606 employees in 2017. The Adecrease was
largest for direct staff, as a result of restructuring programmes to improve efficiency in both production and sales
support led to an decrease of 78 direct employees (-9.6%), from 807 direct employees in 2016 to 729 direct
employees in 2017. The number of indirect employees decrease by 14 employees (-1.6%), from 891 employees
in 2016 to 877 employees in 2017. '

Pensions J

The company has two defined benefit pension schemes. It is a participating employer in the Honeywell UK
pension scheme (HUKPS) which got closed to future accruals with effect from 30 June 2017.All active members
at this date became deferred members. The net scheme assets attributable to Honeywell Control Systems
increased from £84,598,000 in 2016 to £191,046,000 in 2017, mainly due to the actuarial gain on the pension
assets of £88,043,000 in 2017. Honeywell Control Systems is the principal employer in the Honeywell Control
Systems Limited Pension and Death Benefit Scheme (Irish plan) which shows an increased net liability of
£3,830,000 from £3,757,000, as the actuarial gain of the pension assets of £370,000 was more than offset by an
adverse exchange movement of £495,000.

2017 2016
o : Irish” " Irish
Remeasurements Scheme HUKPS Total Scheme HUKPS Total
‘ £000s - £000s  £000s  £000s  £000s £000s

Liability losses due to changes in

assumptions - 17,421 17,421 1,163 175,777 176,940
Liability losses/(gains) due to experiénce :

during the year 171 (11,330) (11,159) .. 138 2,473 2,611
Asset gains arising during the financial year (370) (87,673) (88,043) (258) (146,723) (146,981)

Total actuarial (gain)/loss recognised in OCI (199) (81,582) (81,781) 1,043 31527 32,570

'

Financial risk management

Credit risk

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

The terms and conditions of credit sales are designed to mitigate or eliminate concentration of credit risk with any
single customer. Sales are not materially dependent on a single customer or a small group of customers.
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Honeywell Control Systems Limited
Registration number: 00217803

Strategic report

for the year ended 31 December 2017
L/qwdlty risk

The company ensures availability of fundlng for cts operatlons through an appropnate 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 and 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

Strategy

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' Homes and Building Technology segment, the company aims to build a
smarter, safer, and more sustainable world by helping customers control their comfort, security, and energy use,
with technologies ranging from envuronmental and building controls to secunty and fire alarm systems and smart
grid solutions.

In its Performance and Materials Technologies segment, the company aims to improve performance and
business results for its customers through its expertise in Connected Plant, technologies and advanced materials.

.Further, the company aims to accelerate its transformation to a software-industrial company in its Safety and
Productivity Solutions segment and build a unique position with a broad, deep installed base and understanding
of key industries and marketplaces through investing significantly in next-generation technologles from cloud to
artificial intelligence to machine learning.

Principal risks and uncertainties

. The key business risks affecting the company include downturns in the level of capital spending, lower customer
demand due to the failure to anticipate and respond to overall trends related to end market demand, changes in

. the competitive landscape including new market entrants and technology, adverse industry economic conditions
including any adverse impact of Brexit, and raw material price fluctuations, all of which could result in lower
market share, reduced seliing prices or lower margins. :

In response to these risks, the corhpany strives to identify emerging technology trends in its target end-markets,

understand its customers’ needs, and enhance its range of products and systems by addlng innovative and
differentiating features and bringing them to market quickly and cost effectively.

Approved by the board of directors and signed, on its behalf by:
DocuSigned by: . A .

Dossid, keay | ' . | .
B82EDF7230E3A435... . . . . .

David Kay
Director

21-Dec-2018
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AHoneyweIl Control Systems Limited
Registration number: 00217803

Directors’ report
for the year ended 31 December 2017

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

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 £'21,661,000 (2016: £18,799,000) which will be
transferred to reserves. The results for the financial year are shown on page 10.

The directors do not recommend the payment of a dividend (2016: £niI)A.

Financial risk management

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

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

Cheryl Lim (re5|gned 6 November 2018)

John Tus

Peter Selby (resigned on 31 March 2017)

James McKenna

Sarah Martin ) .

Mehmet Erkilic (resigned on 31 January 2018) ;

David Kay .
David Juggins (appomted on 1 July 201 7) . ’

Sharon Treanor (appointed on 1 July 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 indemnity provision as defined in section
234 of the Companies Act 2006.

Research and development -

Research and development expenditure for the financial year ended amounted to £2,802,000 (2016: £2,701,000).

’

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 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. .

N
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Honeywell Control Systems Limited
Registration number: 00217803

Directors’ report
for the year ended 31 December 2017

Employee involvement , i .

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 informatiori 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 prepanng the annual report and the fi nanmal 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 unless they are satisfied that they
give a true and fair view of the state of affairs of the company and of the prof it or loss for that penod :

In preparing those f nancial statements, the directors are required to:

select suitable accounting 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 business

The directors are respaonsible 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 mode! 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 activities, together with the factors likely to affect its future development and posutlon
are set out in the. strateglc 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 preparlng the
annual report and ﬁnancual statements.
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Honeywéll Control Systems Limited
Registyation number: 00217803

Directors’ report
for the year ended 31 December 2017

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 o far as the directors are aware, there is no relevant audit information of which the company’s auditor is
unaware; and i ' .

e each director has taken all the steps that he/she ought to have taken as a director to make him/herseif
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

On 29 July 2018, Honheywell Control Systems Limited sold the assets and liabilities relating to its Homes division
to Ademco 1 Limited in consideration for shares valued at £48,497,749. Subsequently, on 29 October 2018
Honeywell spun off its former Homes and Global Distribution business including Ademco 1 Limited to a new,
publicly traded company called Resideo Technologies, Inc. On 27 September 2018, the shareholders of
Honeywell Control Systems Limited agreed that the company should reduce its share capital by £149,999,999.
The reduction resulted in a credit to the profit and loss reserve. '

Independent auditors

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:

N
B82EDF7230E3A435... .

David Kay
Director

21-Dec-2018

~
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Honeywell Control Systems Limited
Registration number: 00217803

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:

e give a true and fair view of the state of the company’s affairs as at 31 December 2017 and of its profit for
the year then ended,

e have been properly prépared in accordance with United Kingdom Generally Accepted Accountlng
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 Honeywell Control Systems 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 29.

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 appllcat;’Ie
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 ISAs (UK) to report in respect of the following matters where:

o the directors’ use of the going concern basis of accounting in preparatlon of the financial statements is
“not appropriate; or
- o _ 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.
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Honeywell Control Systems Limited
Registration number: 00217803

Independent auditor’s report

to the members of Honeywell Control Systems Limited

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.
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 operatlons or
have no realistic alternative but to do s0.

Auditor’s responS|b|I|t|es for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the fi nanCIaI 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 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.

Use of our report N

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 oh other legal and regulatory requirements
" Opinions on other matteis prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:

e 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

e the strateglc report and the directors’ report have been prepared in accordance with applicable legal
requirements.

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.
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Honéywell Control Systems Limited
Registration number: 00217803

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

Matters on which we are iequired 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 accountlng records and returns; or :
certain disclosures of directors’ remuneration specifiéd 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.

. James Boyle CA (Senior statutory auditor)
For and on behalf of Deloitte LLP
Statutory Auditor
Edinburgh, United Kingdom
21 December 2018 o
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Profit and loss account
for the financial year ended 31 December 2017

Honeywell Contro!l Systems Limited
Registration number: 00217803

Turnover

Cost of salés

Gross profit

Distribﬁtion expenses

Administrative expénseé

Operating profit’

Interest receiv;able and similar income -
Interest paya_b]e ‘and similar charges ,
-Profit before taxation -

Tax on profit ‘

Profit for the financial year attributable to owners of
the parent

All amounts are derived from. continuing operations.

Notes

10

1

12

2017

2016 .
£000s £000s
355,116 " 319,379
(257,167) (239,886)
97,949 79',493
(33,629) (29,672)
(38,477) (28,410)
25,843 21,411
4,245 5,660
(1,695) (1,474)
28,393 25,597
(6,732) (é,?ge)
21,661 18,799

There is no material difference between the profit on ordinary activities before taxation and the profit for the
financial year stated above and their historical cost equivalents.

The notes on pages 14 to 42 form an integral part of the financial statements.
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Statement of comprehensive income
for the financial year ended 31 December 2017

Honeywell Control Syétems Limited
- Registration number: 00217803

Profit for the financial year attribu(table to owners of the
parent )

Other combrehensive income:

~Items that cannot be reclassified to profit or loss
Actuarial gains/(losses) on pension plans o
Movement on deferred tax relating to pension scheme

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

Total comprehensive income/(expense) for the
financial year attributable to owners of the parent

2017 2016

Notes | £000s £000s
21,661 18,799

21 81,781 . (32,570)
12 (13,903) 6,188
67,878 (26,382)

89,539 (7,583)
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Balance sheet

Honeywell Control éystems Limited
Registration numbeér: 00217803

at 31 December 2017

2017 2016
Notes \ £000s £000s
Fixed assets
Intangible assets- 13 M . 29
Tangible assets » 14 - 9,445 11,15?
Investments 15 1,167 1,167
10,623 12,355
Current assets
Stocks 16 , 7.766 6,384
Debtors: amouhts faIAIing due within one year 17 2Q6,411 238,574
Debtors: amounts falling due. after one yéar 17 783 -
Investments -18 73,892 74,942
288,872 319,900
Creditors: amounts falling due within one year 19 (216,797) (254,026)
Net curreﬁt assets ?2,075 65,874
T;)tal assets less current liabilities (excluding ‘ .
pension asset) 82,698 78,229
Provisions for Iiabilitiés 20 (30,569) (10,399)
Pension asset 21 191,046 84,598
Pension liability 21 (3,830) (3,757)
Net assets 239,345 * 148,671
Capital and reserves
Share capital 22 150,000 150,000
Share premiym\account 23 14,537 14,537 '
Profit and loss account 74,808 (15,866) .
Total shareholders’ funds attributable to owners of
the parent ) 239{345 148,671
The financial statements on pages 10 to 42 were approved by the board of directors on 2018 and signed
on its behalf by: 21-Dec-2018
T,
David Kay ~
Director -
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Statement of chaﬁges in equity

at 31 December 2017

Honeywell Control Systems Limited
Registration number: 00217803

At 1 January 2016

Profit for the financial year
attributable to owners of the
parent

Other comprehensive expense

Total comprehensive loss for -
the financial year attributable
to owners of the parent

Movements in respect of sharé
options (note 24)

At 31 December 2016

Profit for the financial year
_ attributable to owners of the
parent :

Other comprehensive income
Total comprehensive profit for
the financial year attributable

to owners of the parent

‘Movements in reépect of share
options (note 24)

At 31 December 2017

Share
Share premium Profit and loss
- capital - account account Total
£000s " £000s £000s £000s
150,000 . 14,537 (8,916) 155,621
- - 18,799 18,799
- - (26,382) . (26,382)
- - (7,583) ' (7,583)
- - 633 633
150,000 14,537 (15,866) : 148,671 :
- - 21,661 21,661
- - 67,878 67,878
- - 89,539 89,539
- - 1,135 1,135
150,000 14,537 74,808 239,345
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Honeywell Conitrol Systems Limited
Registration number: 00217803

Notes to the financial statements
at 31 December 2017

1. General information’

Honeywell Control Systems Limited is a private company limited by shares which is incorporated in the: United
Kingdom under 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.

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, Berkshire, 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 Iric. 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 yeér and in the preceding year are
set out below:

2. Significant accounting policies
Basis of preparation

The company meets the definition ofé 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 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 ﬁnancia'i 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 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 requirements of paragraphs 30 and 31 of IAS 8 Accounting Policies, Changes in Accounting
Estimates and Errors; and

o the requirements in |1AS 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.
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Turnover and revenue recognition
Turnover comprises sales to customers and service revenue 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. '

Revenue is recognised to the extent that it is probable that.the economic benefits will 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 crltena must also be met
before revenue is recognised:

Type of sale Recognition
Product sales On delivery and when acceptance by the customer has occurred
Licensing agreements Evenly over the period of the agreement

Evenly over the period of the contract and the difference is reported in accrued

Service contracts .
. or deferred income

Sale of consignment stock When the title of goods sold passes to the customer

Percentage of completion basis once the outcome of the contract can be

Long term contracts recognised with reasonable certainty.

Percentage of completion is measured by reference to labour hours incurred to date as a percentage of total
estimated labour hours for each contract. Where the contract outcome cannot be measured reliably, revenue is
recognised only to the extent of the expenses recognised that are recoverable.

Construction contracts

The company recognises contract revenue by reference to the stage of completion of the contract activity at the
end of each reporting period, when the outcome of a construction contract can be estimated reliably.

The outcome of a construction contract can be estimated reliably when: (i) the total contract revenue can be
measured reliably; (i) it is probable that the economic benefits associated with the contract will flow to the entity;
(iii) the costs to complete the contract and the stage of completion can be measured reliably; and (iv) the contract
costs attributable to the contract can be clearly identified and measured reliably so that actual contract costs
incurred can be compared with prior estimates. When the outcome of a construction cannot be estimated reliably
(principally during early stages of a contract), contract revenue is recognised only to the extent of costs incurred
that are expected to be recoverable.

In applying the percentage of completion method, revenue recognised corresponds to the total contract revenue
(as defined below) multiplied by the actual completion rate based on the proportion of total contract costs (as
defined below) incurred to date and the estimated costs to complete.

Contract revenue — Contract revenue corresponds to the initial amount of revenue agreed in the contract and
any variations in contract work, clalms and incentive payments to the extent that it is probable that they will result
in revenue, and they are capable of being reliably measured. .

. Contract costs — Contract costs include costs that relate directly to the specific contract and- costs that are
-attributable to contract activity in general and can be allocated to the contract. Costs that relate directly to a
specific contract comprise: site labour costs (including site supervision); costs of materials used in construction;
depreciation of equipment used on the contract; costs of de3|gn and technical assistance that is directly related
to the contract.

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
Acircumstanoes, the percentage of completion method is applied to the separately identifiable components of a
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single contract or to a group of contracts together in order to reflect the substance of a contract or a group of
contracts

Assets covered by a single contract are treated separately when: . )

“the 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
o the costs and revenues of each asset can be identified

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

e the group of contracts is negotiated as a single package; the contracts are so closely interrelated that
they are, in effect, part of a single project with an overall profit margin
e the contracts are performed concurrently or in a continuous sequence

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

" Operating leases — as /essee

Leases where the lessor retains a significant portlon 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 lme
basis over the Iease term.

Operating leases — as lessor

Leases in which the company does not transfer substantially all the risks and rewards of ownership of an asset
are classified as operating leases. Initial direct costs incurred in negotiating and arranging an operating lease are
added to the carrying amount of the leased asset and recognised over the lease term on the same basis as rental
income.

Rental income arising from operating leases where the company is lessor is accountéd for on a straight-line basis
over the lease terms and is included in revenue in the statement of profit or loss due to its operating nature.

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 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. 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
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currencies are retranslated at the functlonal 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 translated 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.

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 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 authonty permits -
the company to make a single net payment.

Income tax is charged or credited to other comprehensive 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 recognised in the profit and loss

" account.

Intangible assets

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 is reflected in profit or loss in the period in which the expenditure is incurred.

The useful lives of intangible assets are assessed as either finite or indefinite Intangible assets with finite lives are
amortised over the useful economic life and assessed for impairment whénever 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.

Software is stated at purchased cost and is amortised on a straight line basis over the period that the company
expects to derive economic benefit. The period of amortisation is 5 years. -~

- 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:
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Buildings - leasehold improvements » i : 10% or life of lease if under 10 years
Buildings - freehold ’ 2.0% - 3.3%
Plant & machinery : ‘ ' . 66%-333%

Fixtures & fittings . 66%-33.3%

Depreciation is not provided on construction in progress until the assef 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

N

. 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- generatlng unit’s fair value less costs to sell and jts 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. Areversal of impairment loss is recognised immediately in the profit and loss
account.

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 and other debtors have been classified as Ioans and receivables. The company has
no other fi nanmal assets.

Loans and receivables are non-derivative 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.

Impairment of financial assets

The company assesses at each reporting date whether there is any objective evidence 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
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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 with defaults.

An allowance for doubtful debts is made against trade debtors that exceed 180 days past due date. Losses
arisirig from-impairment are recognised in the profit and loss account in administrativ‘e 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 (i) 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 substantlally 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 transférred control of
the asset.

Financial liabilities

All financial liabilities are recognised initially at fair 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 undertakings are carried at amortlsed
cost.

Loans and borrowmgs

After initial recognition, interest-bearing Ioans and borrowings are subsequently measured at amortised cost
Gains and losses are recognised in profit 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 attnbutable
overheads based on a nomal level of activity.

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

Pension

As described in note 21, 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 rates of contributién are determined by mdependent professnonally qualified actuaries.

* The cost of providing benefits under the defined benefit plans is determmed 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 entitiement) occurs, the obligation and
related plan assets are remeasured using current actuarial assumptions and the resultant gain or loss recognised
in the profit and loss account during the period in which the settlement 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 recogmsed in profit
or loss as interest receivable or payable.
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Remeasurements, comprising actuarial gains and losses and the return on the net assets (exéludlng amounts
included in net interest), are recognlsed |mmed|ately in other comprehensive i income in the period in which 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. . .

Current -asset investment

Amounts held as current asset investments represent short term deposits held by banks approved by the
worldwide group's treasury facility.

Amounts recoverable on contracts .

Debtors include amounts recoverable on contracts, representing work in progress on long term contracts not
included in stocks. Amounts recoverable on contracts are stated at cost incurred net of amounts transferred to
cost of sales, after deducting foreseeable losses and payments on account not matched to turnover.

Provisions

The company recognises a provision when it has a present obligation, either legal or constructive, that 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. .
Share-based payments

The company’s employees participate in share option plans operated by Honeywell' International Inc., the ultimate
parent company. All share-based payments are equity-settied and are measured at fair value at the date of grant.
The fair value determined at the grant date is expensed on a straight line basis over the vesting period, based on
the company's estimate of the number of options that will eventually vest. At each balance sheet date, the
company reviews its estimate of the number of options that are expected to vest.

In accordance with IFRS 2, the charge ariéing for share-based payments is recognised in the profit and loss
account of the company that employs those to whom share-based awards are granted The credit entry is
reported directly to reserves as a capital contribution.

Thé company accrues for employers' national insurance contributions payable on share-based payments at the
applicable contribution rate.
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3. Judgements and key sources of estimation uncertainty

The preparation of financial statements requires management to make judgments, estimates and assumptions
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. '

\

Judgements

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

/mpairment of investments

The investment in subsidiaries is 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 £1,167,000 (2016: £1,167,000).

Estimates and assumptions

The key assumptions conéerning 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. Existing 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 revenue recognition

The company uses the percentage-of-completion method in accounting for its sales of services when the
outcome of a transaction involving the rendering of services can be estimated reliably and services are performed
by determinate number of acts and not specified over a period of time. The use of the percentage-of-completion
method requires the company to estimate the services performed to date as a proportion of the total services to
be performed.

(ii) Estimates used for provisions ™

Judgement is involved in determining whether a present obligation exists and in estiméting the probability, timing
and amount of any outflows. Professional expert advice is taken where required through internal or external
subject matter experts.

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

A warranty provisiori is estimated based on historical warranty return rate and time lag, applied to the revenue
generated over the lag period. The carrying amount of the warranty provision as at 31 December 2017 is
£357,000 (2016: £224,000).

‘The redundancy provision covers a number of employees and is calculated on individual basis to take account of
variables such as length of service: As at 31 December 2017, the carrying amount of redundancy provision was
£607,000 (2016: £480,000).

The contract provision represents the expected loss on installation projects based on current estimate at
completion. As at 31 December 2017, the carrying amount of contract loss prowsnon was £638,000 (2016:
£615,000).

(iii) Estimates used for Defined Benefit pension scheme

The cost of defined benefit pensions plans ‘and other post-employment medical benefits is 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 long 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
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they do not represent high quality bonds. The mortality rate is based on publicly available moftality tables for the
UK. Future salary increases and pension increases are based on expected future inflation rates for the UK.
Management works closely with the actuary to agree to these assumptions. Further details are given in note 21.

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 earIy adopted any other standard, interpretation or
amendment that has been lssued 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: Recognition 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 differences related to unrealised
losses. Furthermore, the amendments provide guidance on how an entity should determine future taxable profits
and explain the circumstances i m which taxable profit may include the recovery of some assets for more than
their carrying amount.

The company applied 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

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 paragraphs 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 of the company.
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5. Turnover
2017 d . 2016
£000s l £000s
Analysis of turnover by geographical market
United Kingdom S . 275,930 251,846
Rest of Europe 70,198 61,515
North Arierica _ o 3,776 ' 2,786
Other . ' ' 5,»212 _ 3,232
' Total turnover by géographica/ market ‘ ' . '355,1 16 319,379
2017 2016
£000s - £000s
Analysis of turnover by business categ&ry
. Home and building techn_ologies 177,377 187,034 ‘
Performance material and technc;'logies 99,319 66,202
Safety and productivity solutions ) R 78,420 66,143
Total turnover by business category ) . -+ 355,116 _ 319,379
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6. Construction contracts ‘

| , 2017 2016

‘ £000s £000s
Contract revenue recognised in period ) A V 92,822 71,626
Retention asset | | 900 ‘1 514
Contract costs incurred - ) 939,917 870,901
Re‘_cognised profits less recognised losses . . o 254,354 230,317
Contract costs incurred and recbgnised profits (less ‘ :
recognised losses) ) .o 1,194,271 1,101,218
Less: progress billings - | (1,199,001) (1,090,187)
‘_Amounts due (to)/from customers 1 , : ‘ (4,730) - ' 11,031
Amounts due from customers inciuded within debtors . . ‘ 10,264 15,467
Amounts due to customers included within creditors . (14,994) (4,4?6)

Contract costs incurred, recognised profits and progress billings are stated from inception of the contract to 31
December 2017. As a result of certain contracts spannlng several years, these amounts are therefore not all

recognised in the current year.

7. Operating profit

’ : ‘ ; 2017
| " £000s
This is stated after charging/(crediting):
Depreciation and amortisation
Tangible asséts - ownéd 1,851
intangible assets : . 18
Rental charges under operating leases
Land and buildings | . C2,227
. Veh.icle fleet and other rental expenses R 5,463;
'Rental income under éperating lease R (1,431)
Research and devel'opment ( . A ) 2,802
- Loss on foreign exchangé . ’ ' ' 907
Reorganisation and redundancy | ‘ 607

2016 -
£000s

2,113

26

2,227
16,284
(1,091)
‘ 2,701'

277

1,339
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8. Auditor’'s remuneration

2017 2016

£000s £000s

Alidit of the financial statements of the company _ 23 - 27
Audit of the financial statements of other group companies 716 675
Total auditor remuneration 739 702

Audit fees have been incurred with the company incurring fees for the other UK Honeywell compahies as
mentioned in their respective financial statements. The company did not recharge these costs.

There are no non audit services fees bayable to the auditor.
9. Employees and directors
(a). Staff costs '

) 2017 2016

£000s ' £000s

Wages and salaries - 85,679 84,836

* Social security costs ‘ , 16,576 , 10,601
Contributions to defined contribution pension plans 8,027 . 6,451 .

Pension costs ft>r defined benefit plans; (note 21) 4,265 6,800

Share based payment charges (note 24) o 1,135 - 633
Total staff costs ' 109,682 109,321 -

The average monthly number of employees during the financial year was made up as follows:
(including executive directors)

2017 . 2016

No. No.

Direct : | 729 ' 807

Indirect : 87% 891

. Total monthly average number of employees ’ ‘ 1,606 1,698
(b). Directors' remuneration .

2017 2016

£000s £000s

Aggregate emoluments o . ’ 736 930

Pension costs — defined contribution 54 \ 67

7:otal payments to directors 790 997
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Htghest paid director
Aggregate emoluments . N 289 . 273
Total paymehts to highest paid director i ‘ : 289 273

During the financial year the highest paid director exercised options over 1,390 shares (2016: 1,583 shares) of
Honeywell International Inc., the ultimate parent company

2017 . - 2016
No. No.

Number of directors who: ‘
Were members of a defined contribution plan - - ' 4 o 5
Exercised options over shares of Honeywell International Inc., the 1 1

ultimate parent

"1n 2017, three directors (2016 three dlrectors) were not remunerated by the company for their role as a dlrector for
their services as they were remunerated by the group as a whole.

10. Interest receivable and similar income

2017 2016

£000s £000s

Interest receivable from group untiertakings . ' ’ 1,114 . 1,501
Pension interest (note 21) ' : | ] 3,059 : 4,101
Other interest receivable - . 2 58
Total interest feEeivab/e and similar income : ) . 4,245 5,660

11. Interest payable and similar charges

2017 - | 2016

‘ £000s £000s

Interest payable to group undertakings 576 7 © 810
Interest payable on bank overdrafts ' : 1,119 664
Totél interest payable ahd similar charges 1,695 1,474
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12. Taxation

(a). Tax charged in the profit and loss account

Current tax:
LUK corporation tax on profit for financial year
Foreign tax

Total current tax

:
Deferred tax:

Origination and reversal of temporary differences
Effect of chang.e in tax laws and rates
Adju!\stment in respect of prior years

Total deferred tax

Total tax expense in the prdﬂt and loss account

2016

(b). Tax relating to items credited or charged to statement of comprehensive income

Current tax:

Tax on items relating to components of other comprehensive

income
Total current tax

Deferred ta);.'

Remeasurements on defined benefit pension plans’

Total deferred tax

Total tax expense/(credit) in the statement of comprehensive

income
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2017
£000s £000s
748 -
748 -

' 4,607 . 7,062
(1,230) (424)
2,607 160

~ 5,984 6,798
6,732 6,798
2017 2016
£000s £000s
13,903 '(6,188)
13,903 (6,188)
13,903 (6.188)
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(c). Reconciliation of the total tax charge -

The tax expense in the profit and loss account for the financial year is higher 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 : . 28,393 25,597
Profit on ordinary activities multiplied by effective rate of ) : :
cprporatidn tax in the UK of 19.25% (2016: 20%) : 5,466 5,119
Effects of: .
Expenses not deductible for tax purposes and other pe'rmaneni :
differences ) 63 - 86
Income not taxable o ] . (34) . ) -
‘Share based payments » ‘ 3 , 127
Adjustmen\ts in respect of prior years . . ' . 2,607 160
Effect of change in tax laws and rates . - : : (1,230) (424>
bifference in current tax rate to deferred rate ¢ (610) (365)
Withholding tax suffered . 748 -
Group relief (not paid for) surrendered \ (281) . 2,095
Total tax expense reported in the profit and loss abcount ' 6,732 — 6,798

(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.
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Honeywell Control Systems Limited
Registration number: 00217803

at 31 December 2017

(e). Deferred tax

The deferred tax included in the balance sheet is as follows:

Deferred tax liability
Deferred tax provision on pénsion asset

Total deferred tax liability

Deferred tax asset

Other shorf term timing differénces

Differences between capital allowances and depreciation
Tax loss carried forward

Total deferred tax asset

Net de_féfred tax provision. (hote 20)

Movement in deferred tax

At 1 January 2017
Charge to profit and loss account

Charge to statement of comprehensive income

2017 . 2016

At 31 Decembgr 2017

£000s i . £000s

- (31827) (15,360)

@iean . (15,360)

255 456

‘1,732 : ‘ 1,670

873 4,154

2,860 6,280.

(28,967) ~ (9.080)

Excfud{ng Penéion Total
pension

£000s £000s ' £000s

6,280 (15,360) . (9,080)

(3,420) (2,564) . (5.984)

- | (13,903) (13,903)

2,860 (31,827) (28,967)

The deferred tax asset is recognlsed because it is more likely than not that there will be sufficient taxable profi ts

in the future to recover the assets.

There are no un-provided amounts relating to deferred tax.
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13. Intangible assets

“Software
£000s

Cost
At 1 January 2017 ‘ | . ’ . 1,447
At31December 2017  ° ' - L 1,447
Accumulated amortisation/impairment
At 1 January 2017 - . A : ' 1,418
Provided during the financial year : .. ‘ » 18
At 31 December 2017 B . 1436
Net book value:
At 31 December 2017 | ’ o 11

At 31 December 2016 ' . 29
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Notes to the financial statements

at 31 December 2017

Honeywell Control Systems Limited
Registration number: 00217803

14. Tangible assets

Cost | - :
At 1 January 2017

Additions

Disposals

Transfer

At 31 December 2017

Accumulated depreciation

At 1 January 2017

Provided during the financial );ear
Disposals

At 31 December 2017

Net book value:

At 31 December 2017

At 31 December 2016

The above figures include:

Freehold land and buildings, at net:book value

Laqd gnd ' Pléﬁt and Fixtures fand anstruction Total
buildings  equipment fittings in progress .

£000s  £000s  £000s  g£ooos  -000s
13,804 19,415 " 4,663 2,063 39,945
144 944 - 856 1,944
© (279) (1,838) (31) (273) (2,42’1)
54 1,035 - (1,089) -
13,723 19,556 4,632 ‘ 1,557 39,468
10524 14506 3756 . 28786
576 1162 113 - 185
(131) (452) - (3n . - (614)
10,96§ 15,216 3,838 - 30,023
2,754 ’4,340 794 1557 9,445
3,280 4,9Q9 907 = 2,063 11,159
2017 2016
’ £000s - £000s
377 - 397

2377 - 2,883 -

Short leasehold land and buildings, at net book value
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Notes to the financial statements
at 31 December 2017

“15. Investments

2017 2016

£000s £000s
Cost ‘
At 1 January and 31 Deceﬁ\ber ’ ) - . 1,167 1,167
| Provision for impairment
At 1 January and 31 December | T - -
Net book value . : : - 1,167 . . 1,167

N

The direcfors believe that the book value of the investments is not less than the value of the underlying net

N

assets. K - : ) . :

Shares in the company's subsidiary undertakings are ordinary shares. The subsidiary undertakings are listed in
-“note 28. : ,

-
{

16. Stocks
2017 2016

£000s £000s
Raw. materials . 3,540 '2,342
Work in progress A ' T 203 K 92
Finished goods . ' ' 2,073 2,034
Conéignment stock ‘ ’ 1,970 1,916
Total stocks ' o 7786 - ~ 6,384
The amount of inventories recognised as an expense during the
period . : ’

49,249 38,523
The amount inventories written down recognised as an expense in
the period

457 402

" The consignment stocks are held by certain customers under maintenance agreéments with the company. The
stocks are replenished when used.
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17. Debtors
2017 : 2016
£000s . , | £000s
. Amounts falling due within one year .
Trade debtors | : ' 68,708 69,678 '
Retention assets o _ ' 900 1,614
AmouritsAowed by group undertakings | 7 : 98,267 © 135,055
Other debtors : 4 ' 1,458 . 511
_Corporation tax , . ' - 77
brepayments and accrued inc;ome | ' 5,051 5,024
Amount recoverable on contracts . 32,027 26,075
Total amounts falling due within one year ' . » 206,411 238,574
Amounts falling due after more than one year
Trade debtors .' . . 783 ' ‘ - -
Total amounts owed by debtors A 20?,194 238,574

Amounts owed by group undertakings include the following interest bearing loans and other borrowings:

-

2017 - 2016

Receivable Currency Interest terms .
’ ’ . £000s £000s
On demand GBP 2{,’2 Base Rate Plus 71,963 108,194

"All amounts owed by group undertakings are payable on demand and unsecured.
18. Current asset investments

2017 2016
£000s £000s
Short term deposits : o 73,892 74,942

Short term deposits are with banks approved by the group's treasury department. The credit risk associated with
these deposits is considered to be low. - ’
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Honeywell Control Systems Limited
Registration number: 00217803

19. Creditors:-amounts falling due within one year

2017 2016
£000s £000s
Bank Qverdraft 62,026 95,398
Payments received on account 68 89
Trade creditors 32,177 30,890
Taxation and social security ’ 9,990 8,329
Amounts owed to group undertakings - 85,336 90,658
"Accruals and deferred income 27,200 25,662
Total amount owed to creditbrs 216,797 254,026
Amounts owed to group undertakungs include the following interest bearing loans and other borrowmgs
2017 2016
Repayable Currency Interest terms
. £000s - £000s
On demand GBP UK base rate plus 1% 45,056 44,479 .
~ All amounts owed to group undertakirigs are payable on demand and unsecured.
20. Provisions for liabilities
At 1 January . - At 31
2017 Charge to P&L Charge to OCI Utilised December 2017
. £000s .
- £000s ° £000s | i £000s £000s
Warranty 224 188 . - (55) ?57
Contract 615 23 - - 638 ;
Severance pay 480 607 - (480) 607
Deferred tax liability (note o
12) 9,080 5,984 13,903 - 28,967
10,399 6,802 13,903 (535) 30,569

The warranty provision represents the best estimate of the costs associated with the sale of products and

services supplied under warranty before the balance sheet date.

The contract provision represents the expected loss on installation prOJects based on current estimate at

complet:on

The company has constructive obligations in respect of redundancy relating principally to restructuring of its
operations. The amount of the provision is based on the best estimate of the cost of severance pay for notified .

individuals at the balance sheet date.
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-21. Pension commitments
Honeywell UK Pension Scheme (HUKPS)

Defined benefit plans

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 got closed for future accruals of benefits with effect from 30 June 2017
and all active members at this date became deferred members. Regular employer contributions to the plan by the
company in 2018 are estimated to be £33,360,411. Defined benefit obligations aré based on a full-valuation of
the schemes liabilities as at 31 December 2017, measured using the projected unit credit method and rolled
forward to the year-end date as at 31 December 2017.

- Honeywell Control Systems Ltd Pension and Death Benefit Scheme (Irish plan)

The Honeywell Contro! Systems Ltd Pension and Death Benefit Scheme is a funded defined benefit plan providing
retirement benefits based on salary. The plan also provides life assurance cover. Regular employer contributions
to the plan in 2017 are estimated to be £225,000. Defined benefit obligations are based on a full vaiuation of the
liabilities of the Irish plan as at 31 December 2017, measured using the projected unit credit method and rolled
forward to the year-end date as at 31 December 2017.

- 2017 ' 2016

Irish
Scheme HUKPS
£000s £000s

Irish
Total Scheme HUKPS Total
£000s £000s  £000s  £000s

Amounts recognised in the balance sheet
Fair value of plan assets

Present value of defined benefit ;
obligations (11,194)  (963,337) (974,531) (10,061) (963,872) (973,933)

e

7,364 1,154,383 1,161,747 6,304 1,048,470 1,054,774

Net assets (3,830) 191,046 187,216 (3,757) 84,598 80,841
2017 . 2016
Irish Irish

Scherne HUKPS Total Scheme HUKPS Total
£000s £000s £000s  £000s £000s £000s

Amounts recognised in the profit or loss

Interest cost - - 220 26,624 26,844 209 30,780 30,989
Expected return on pension plan assets (139) (29,794) = (29,933) (145) (34,945) (35,090)
" Finance cost/(¢redit) recognised ' 81 (3,170) (3,089) 64 (4,165) (4,101)
Current service cost 252 4,013 4,265 185 6,615 = 6,800
Past service cost (including curtailments) - - - - (14,766) (14,766)
Total administration expenses'recognised " : ’
in P&L ) 11 1,135 1,146 9 730 739
Exchange movement A 180 . - 180 398 - 398
Cost/(credit) recognised in profit and loss 524 1,978 2,502 656 (11,586) (10,930)

Actual return on assets . .509 117,467 117,976 403 181,668 182,071
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At 31 December

at 31 December 2017, -
2017 2016
Irish Inish .
Remeasurements Scheme HUKPS Total Scheme HUKPS Total
£000s  £000s . £000s  £000s  £000s £000s
Liability losses due to changes in ,
assumptions - 17,421 17,421 1,163 175,777 176,940
Liability losses/(gains) due to experience . : '
during the year A71 (11,330)  (11,159) . 138 2,473 2,611
Asset gains arising during the financial year (370) (87,673) (88,043) (258) (146,723) (146,981)
Total actuarial (gain)/loss recognised in OCI (199) (81,582) (81,781) 1,043 31,527 32,570
2017 2018
. Irish Irish
Changes in present value of defined benefit Scheme -HUKPS Total Scheme HUKPS Total
obligation ‘ £000s - £000s £000s  £000s  £000s £000s
‘At 1 January 10,061 963,872 973,933 7175 794734 801,909
Current service cost 252 4,013 4,265 185 6,615 6,800
Interest cost 220 26,624 26,844 209 30,780 30,989
Exchange movement 495 - 495 1,197 - 1,197
Curtailments - - - - (14,765) (14,765)
Actuarial losses on liabilities - financial : : ]
assumptions - 32,746 32,746 1,163 191,040 192,203
Actuarial gains on liabilities - demographic '
assumptions - {15,325) (15,325) - (15,263) (15,263)
Actuarial losses/(gains) on liabilities ~ ' . .
experience 171 (11,330) (11,159) 138 2,473 2,611
Contributions by participants 27 91 118 23 164 187
Net benefits paid out v (32) (37,354) (37,386) - (29) (31,906) (31,935)
At 31 December 11,194 963,337 974,531 10,061 963,872 973,933
2017 2016
Irish Irish
Scheme HUKPS Total Scheme HUKPS Total
£000s £000s £000s  £000s  £000s £000s
Changes in fair value of scheme assets
At 1 January - 6,304 1,048470 1,054,774 4,892 872,022 876,914
Expected return on assets 139 29,794 29,933 145 34,945 35,090
Actuarial gain on assets 370 87,673 88,043 258 146,723 146,981
Contributions by employer 252 26,844 27,096 225 27,252 27,477
Actual administration expenses paid 11) (1,135) (1,146) 9) (730) (739)
Exchange movement 315 - 315 799 - 799
Contributions by participants 27 91 118 23 164 187
Net benefits paid out - (32) (37,354) .(37,386) (29) (31,906) (31,935)
7,364 1,154,383 1,161,747 6,304 1,048,470 1,054,774
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Major categones of plan assets as a percentage
of total plan assets

Equities (including venture cap and alternative mvestments)
Bonds -

Property

Cash

Total

Main actuarial assumptions

Inflation (RPI)

Inflation (CPI)

Rate of general long term increases in salanes
_Rate of increases for pensions

Pensions subject to limited price indexation to 5%

Pensions subject to limited price indexation to 2.5%

Other pensions and deferred pensions

Discount rate for scheme liabilities

Mortality
HUPKS

2017 2016
Insh-\ukes Irish - ukps
Scheme % Scheme %

% %
51 60 52 57
39 35 39 38
2. 1 2 4
8 4 7 1
100 100 100 100

2017 2016

) Irish

Irish Scheme HUKPS Scheme HUKPS
% % % %
15 3.2 15 3.2
- 2.1 - 2.1
3.0 nia 3.0 26
3.0 - - -
- 3.1 - 3.1
- 22 - 2.2
15 2.1 1.5 21
2.1 25 2.1 2.7

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

Irish scheme

Irish scheme; mortality assumptions are based on standard mortality tables that allow for future mortality
improvements. These tables assume that a member who retired in 2017 at age 65 will live on average for a
further 22.8 years after retirement if male or a further 26 years if female

Overall long-term rate of retumn

- 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.

22. Share capital

2017 2016
) £000s . £000s
Authorised & allotted, called up and fully paid
150,000,000 ordinary shares of £1 each 150,000 150,000
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23. Share premium account

2017 2016
£006$ £000s
Balance at 1 January and 31 December
Premiu'm arising on isstie of equity shares ' . 14,537 14,537 .

24. Share-based payments
-Share option plan '

The company participates in the Honeywell Stock Incentive Plan for employees. Options are granted over shares

-in Honeywell International Inc. Options are granted with a fixed exercise price that is not less than the market
price of the shares on that date. The options vest over a four year period at 25% per year and explre after 10
years. There are no specific performance criteria attached to the options.

The fair value of each option award is estimated on the date of grant using the Black-Scholes option-pricing
model. Expected volatility is based on implied volatilities from traded options on Honeywell stock. We used a
Monte Carlo simulation model to derive an expected term, using historic data to estimate option activity and post-
vest termination behaviour. The expected term represents an estimate of the time that options are expected to
remain outstanding. The risk-free rate for periods within the contractual life of the option is based on the US
Treasury yield curve in effect at the time of the grant. :

The fair value of each stock option grant made during 2012 was estimated on the grant date using the Black-
Scholes model using the following weighted-average assumptions consistent with the requirements of IFRS 2.

The company has taken advantage of the exemption available énd has applied the provisions of IFRS 2 only to
those options granted after 7 November 2002 and that had not vested on or before 31 December 2005.

The expense recognised for employee services received during the financial year is shown in the followihg table:

2017 2016
£000s £000s
E:ﬁ:;iﬁoirs'smg from equity- settled share based payment 1135 | | 633
Total expense arising from share-based paymént transactions » 1,135 . 633
There were no cancellations or modnf catlons to the awards in 2017
or 2016
2017 | 2016
Weighted average fair values at the measurement date | £16.68 £11.16
Expected annual dividend yieIdA _ 2.81% 2.92%
Expected volatility ‘ . 18.96% 23.07%

Risk-free interest rate . 2.02% ‘ - 1.29%
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Expected life of share options (years)

Weighted average share price

Medel used

i

A Share options during the financial year

Outstanding at 1 January

Granted during the financial year

- Exercised during the financial year
vTransferred in-

Transferred out

Forfeited

Outstandihg at 31 December

Exerciseble at 31 December

7.0

- 5.04
12499 74.31
Black-Scholes Black-Scholes

option-pricing option-pricing

2017 2017 2016 2016
Number price £ Number price £
116,877 62.33 186914  53.44
32,000 100.43 43,844 74.31

(22,287)2 64.07 . (69,661)" 48.34
; - 40 61.79
(23,927) 46:32  (12,897) 57.70
(9,763) 68.95  (31.363) 59.09
92900 7842 116,877 62.33
19,318 59.75 10,562 - 60.87

1 The weighted average share price at the date of éxercise of these options was £48.34.

2 The weighied average share price at the date of exercise of these obtions was £64.07.

i

The weighted average remaining contractual life for the share options outstanding as at 31 December 2017 was

7.93 years (2016: 7.80 years).

The weighted average fair value of options granted during the financial year was £8.82 (2016: £8.93).

The range of exercise prices for optlons outstanding at the end of the financial year was £46.10 to £100.43

(2016: £37.47 to £78.14).

Page 39



Honeywell Control Systems Limited
Registration number: 00217803

Notes to the financial statements
at 31 December 2017

Weighted average life and average exercise price by range '

2017 2017 2017, 2016 2016 2016 . -
Weighted ~ Weighted Weighted ~ Waeighted
Exercise price (range) Numper average life exercise Numl?er average life exercise price
- outstanding . . outstanding -~ . .

. inyears - price £ in years £

£34.00-£37.47 - - - 10,480 . 5.16 37.47
£46.10-£56.37 16,867 5.89 53.56 38,864 6.66 51.23
£67.21 A 15,549 7.16 67.21 - 63,209 865 70.55
£73.89 _ _ 24,160 8.15 73.89 . - - -
£78.14 . ) 4,324 8.34 7814 . 4324 933 78.14
£100.43 : © 32,000 9.16  100.43 - . ;

" Total ' 92,900 - 7.93 78.42 116,877 7.45 59.35

Restricted stock units

The Honeywell Stock Incentive Plan includes restricted stock units (RSUs) that entitle the holder to receive one
share of common stock for each unit when the units vest. RSUs are issued to certain key employees at fair
market value at the date of grant as remuneration. RSUs typically vest after 3 years and are'payable in common
stock of Honeywell International Inc. upon vesting.

Restricted stock units outstanding during the financial year

2017 2017 2016 2016

. A Number value £ Number value £

Outstanding at 1 January : 38,858 62.00 63,991 55.23
Granted dur%ng the ﬁnancial.year . _ 14,530 98.84 10,465 76.?8
Exercised during the financial year (9,391)2 52.08 (8‘,260)1 36.64
Transferred in o 216 41 .77 4406 - 3524
Transferred out A | (1,997) 56.34 (6,204) 54.41
Forfeited | (2,207) 70.86 (25,540) - 52.87

Outstanding at 31 December 40,009 77.39 38,858 62.00

1 The weighted average share price at the date of exercise of these optioris was £36.64.

2 The weighted average share price at the date of exercise of these options was £52.08.
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25. Capital commitments
2017

£000s

Commitments contracted for but not yet provided . 598

2016

" £000s

962

At 31 December 2017, the company had commitments of £598,000 relating to the acquisition of property plant

and equipment.

26. Operating lease commitments

(a) Where the company is a lessee

2017

2016
£000s £000s
At 31 December the future minimum rentals payable under non-
cancellable operating leases are as follows:
Land and buildings
Not later than one year ' i ‘ . 2,227 2,227
After one year but not more than five years R 7,271 8,366
Afte} five years L o 339 1,471
Total land and building operating lease commitments 9,837 12,064
Other leases
Not later than one year ' h 3,205 3,374
After one year but not more than five yeaé ' ) A A 3,750 4,91 8
18,292

Total other leases commitments 6,955

The company has entered into commercial leases on certain properties and vehicles. These leases have an
.average duration of between 4 and 25 years. Only the property lease agreements contain an option for renewal,
with such options being exercisable six months before the expiry of the lease term at rentals based on market
prices at the time of exercise. There are no restrictions placed upon the lessee by entering into these leases.
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(b) Where the company is a lessor

' 2017 ‘ 2016

At 31 December the future minimum rentals payable under non- .
cancellable operating leases are as follows: - ’ ' £000s o £000s
. Not later than one year . , ‘ - ’ 2,958
After one year but not more than five years - - . 675
Total other leases g ’ - 3,633

* The company leases various equipment under operating leases. The leases typically run for periods ranging from
1 year to 2 years and in some cases provide for an option to renew the lease after expiry.

During the financial year ended 31 December 2017, the company recognised £2,455,000 {2016: £1,091,000) as
lease rentai income in the protit or loss account. At year end 31 December 2017 there were no lease contracts
where the company is a lessor. N

27. 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

- alter 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 balanc_es held by the group exceeded overdrawn-balances in 2017 and 2016. -
Guarantees

Performance guarantees amountirjg to £175,080 (2016: £233,000) have been given to customers of a fellow
group company, Honeywell Turki Arabia Limited.

28. Subsidiary undertakings

The company's subsidiary undertakings, all of which are 100% owned unless otherwise indieated. are as follows:

‘ : Country of - Registered address
Name of company Principal activity % holding incorporation
Directly held .
subsidiaries:
Honeywell Southern Control systems - ] South Africa Honeywell House, Treur
Africa (Pty) Ltd ' . - Close, Waterfall Park, Vorna
Valley, PO Box 6674,
Midrand, .1685.
Indirectly held
subsidiaries . . ) .
Honeywell Automation Control systems 75% South Africa Honeywell House, Treur
and Contro! Solutions : Close, Waterfall Park, Vorna
South Africa (Pty) Ltd - ) Valley, PO Box 6674,

. Midrand, 1685.

29. Events since the balance sheet date

On 29 July 2018, Honeywell Control Systems Limited sold the assets and liabilities relating to its Homes division
to Ademco 1 Limited in consideration for shares valued at £48,497,749. Subsequently, on 29 October 2018
Honeywell spun off its former Homes and Global Distribution business including Ademco 1 Limited to a new,
publicly traded company called Resideo Technologies, Inc. On 27 September 2018, the shareholders of:
Honeywell Control Systems Limited agreed that the company should reduce its share capital by £149, 999 999.
The reductlon resulted in a credit to the profit and loss reserve.
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