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Security Monitoring Centres Limited

Strategic Report

The directors present their Strategic Report for the company for the year ended 31 December 2018.
The directors, in preparing this Strategic Report, have complied with s414C of the Companies Act 2006.
Review of the business

The directors are satisfied with the results for the year and anticipate sustainable results in the future.

The company's profit for the financial year is £7.5 million (2017: £6.4 million), which will be transferred to
reserves. The company has net assets of £29.0 million (2017: £21.5 million).

On 1 January 2018, the company purcﬁased 80% of the share capital of Visual Verification Limited, from
Payment Services Limited for a consideration of £3.1 million . Following this purchase, the company has
100% ownership of the share capital of Visual Verification Limited.

Subsequently, on 1 January 2018, the company purchased the trading business and assets of Visual
Verification Limited, a 100% owned subsidiary, for a consideration of £3.1million which was satisfied by
cash.

The company settled a balance of £11.3 million with another group company. This resulted in a reduction
of the balance in the cashpool at the end of the year.

Key performance indicators

Turnover has increased from £27.8 million in 2017 to £28.3 million in 2018. The directors are happy with
this considering the continued challenges within the economic climate.

Operating profit has decreased from £5.9 million in 2017 to a loss of £1.4 million in 2018 and this is due
principally to the impairment recognised of £6.9 million (2017: £Nil).

Principal risks and uncertainties

The directors and senior managers review the company's financial risk profile on a regular basis. This
process of risk acceptance and risk management is addressed through a framework of policies, procedures
and internal controls. Compliance with regulation, legal and ethical standards is of extreme importance not
only within the company, but the United Technologies Corporation group as a whole. The key business
risks affecting the company are considered to relate to the economic environment, including credit risk,
and competition.

Credit risk

The company'’s principal financial assets are cash at bank, intercompany debt, trade debtors and other
debtors. The credit risk is primarily attributable to its trade debtors. The amounts presented in the balance
sheet are net of allowances for doubtful debts. Cash collections are monitored on a regular basis.

Liquidity and interest rate risk

Liquidity risk and interest rate risk is managed centrally by the company’s ultimate parent. The company
is also part of the UK cash pooling arrangement.

Foreign exchange risk
The majority of the company’s transactions are denominated in sterling and the directors do not believe

that there is a significant foreign exchange risk. The impact of the Brexit negotiations will be kept under
review by the directors as the situation unfolds.



Security Monitoring Centres Limited

Strategic Report

Future developments

The directors expect the general level of activity to remain consistent with 2018 in the forthcoming year,
although the impact of the Brexit negotiations will be kept under review as the situation unfolds. The directors
believe that the company is adequately placed to provide satisfactory results in the future.

On November 26, 2018, the ultimate parent undertaking and controlling party, United Technologies
Corporation, announced its intention to separate into three independent companies: (1) UTC, an aerospace
company comprised of the Collins Aerospace Systems and Pratt & Whitney businesses, (2) Otis, and (3)
Carrier.

The proposed separations are expected to be effected through spin-offs by UTC of Otis and Carrier that
are intended to be tax-free for the Company’s shareowners for U.S. federal income tax purposes.

The ultimate parent company expects to complete the separation transactions by mid-year 2020.

Separation of Otis and Carrier from UTC via spin-off transactions will be subject to the satisfaction of
customary conditions, including, among others, final approval by the ultimate parent company’s Board of
Directors, receipt of tax rulings in certain jurisdictions and/or a tax opinion from external counsel (as
applicable), the filing with the Securities and Exchange Commission (SEC) and effectiveness of Form 10
registration statements, and satisfactory completion of financing.

Events after the balance sheet date

The companies subsidiaries, Payment Services Ltd and Visual Verification Ltd were placed in voluntary
liquidation in December 2018. Payment Services Ltd was dissolved in March 2019 and it is hoped that
Visual Verification Ltd will be dissolved in 2019.

Approval

Approved by the Board and signed on its behalf by:

CFo
Director
27 September 2019

Littleton Road
Ashford
Middlesex
TW15 172



Security Monitoring Centres Limited

Directors’ Report

The directors present their Report and audited financial statements of the company for the year ended 31
December 2018. :

Future developments and events after the balance sheet date

Details of future developments and events that have occurred after the balance sheet date can be found
in the Strategic Report on page 1 and form part of this report by cross-reference.

Going concern

The company meets its day-to-day working capital requirements through its cash reserves and a UK group
cash pooling arrangement. The current economic conditions continue to create uncertainty particularly
around revenue and operating profit levels. The company’s forecasts and projections, taking account of
reasonably possible changes in trading performance, show that the company should be able to operate
within the level of its current cash reserves. After making enquiries, the directors have a reasonable
expectation that the company has adequate resources to continue in operational existence for the
foreseeable future. The company therefore continues to adopt the going concern basis in preparing its
financial statements

Further details regarding the adoption of the going concern basis can be found in the notes to the financial
statements.

Financial risk management objectives and policies

Details of financial risk management objectives and policies ¢an be found in the Strategic Report on page
1 and form part of this report by cross-reference.

Dividends

Nodividends were paid inthe year (2017: £0.53 per£1 share amounting to £3,087,000). No further dividends
are recommended for the 2018 year.

Directors

The directors, who served throughout the year, and up to the date of signing the financial statements were
as follows:

C Forbes
C Walters

Directors indemnities

The company has made qualifying third party indemnity provisions for the benefit of its directors which were
made during the year and remain in force at the date of this report.

Disabled employees

Applications for employment by disabled persons are always fully considered, bearing in mind the abilities
of the applicant concerned. In the event of members of staff becoming disabled every effort is made to
ensure that their employment with the company continues and that appropriate training is arranged. It is
the policy of the company that the training, career development and promotion of disabled persons should,
as far as possible, be identical to that of other employees.
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Directors’ Report
Employee consultation

The company places considerable value on the involvement of its employees and has continued to keep
them informed on matters affecting them as employees and on the various factors affecting the performance
of the company. This is achieved through formal and informal meetings, the company magazine and a
special edition for employees of the annual financial statements. Employee representatives are consulted
regularly on a wide range of matters affecting their current and future interests.

Statement of Directors’ Responsibilities

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

Company law requires the directors to prepare financial statements for each financial year. Under that law
the directors have prepared the financial statements in accordance with United Kingdom Generally Accepted
Accounting Practice (United Kingdom Accounting Standards, comprising FRS 101 "Reduced Disclosure
Framework", and applicable law).

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 profit or loss of the company
for that period. In preparing these financial statements, the directors are required to:

« select suitable accounting policies and then apply them consistently;

« state whether applicable United Kingdom Accounting Standards, comprising FRS 101 have been
followed, subject to any material departures disclosed and explained in the financial statements;

- make judgements and accounting estimates that are reasonable and prudent; and

- 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 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.

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the company’s transactions and disclose with reasonable accuracy at any time the financial position
of the company and enable them to ensure that the financial statements comply with the Companies Act
2006.

Disclosure of information to auditors
In the case if each director in office at the date the Directors' Report is approved:

- sofarasthe directoris aware, there is no relevant audit information of which the company's auditors
are unaware; and

- they have taken all the steps that they ought to have taken as a director in order to make themselves
aware of any relevant audit information and to establish that the company's auditors are aware of
that information.



Security Monitoring Centres Limited

Directors’ Report

Independent Auditors

PricewaterhouseCoopers LLP have indicated their willingness to be reappointed for another term and
appropriate arrangements are being made for them to be deemed reappointed as auditors in the absence
of an Annual General Meeting.

Approved by the Board and signed on its behalf by:

Littleton Road
Ashford
Middlesex
TW15 172



Security Monitoring Centres Limited

Independent Auditors' Report to the Members of Security Monitoring Centres
Limited

Report on the audit of the financial statements

Opinion
In our opinion, Security Monitoring Centres Limited's financial statements:

+ give a true and fair view of the state of the company’s affairs as at 31 December 2018 and of its profit
for the year then ended;

* have been properly prepared in accordance with United Kingdom Generally Accepted Accounting
Practice (United Kingdom Accounting Standards, comprising FRS 101 "Reduced Disclosure
Framework", and applicable law); and

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

We have audited the financial statements, included within the Annual Report, which comprise: the Balance Sheet
as at December 31, 2018; the Statement of Comprehensive Income, the Statement of Changes in Equity for the
year then ended; and the notes to the financial statements, which include a description of significant accounting
policies.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (“ISAs (UK)") and applicable
law. Our responsibilities under ISAs (UK) are further described in the Auditors' responsibilities for the audit of the
financial statements section of our report. We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.

Independence

We remained independent of the company in accordance with the ethical requirements that are relevant to our
audit of the financial statements in the UK, which includes the FRC's Ethical Standard, and have fulfilled our
other ethical responsibilities in accordance with these requirements.

Conclusions relating to going concern
ISAs (UK) require us to report to you when:
« the directors' use of the going concern basis of accounting in the preparation of the financial statements
is not appropriate; or
« thedirectors have not disclosed in the financial statements any identified material uncertainties that may
cast significant doubt about the company's ability to continue to adopt the going concern basis of
accounting for a period of at least twelve months from the date when the financial statements are
authorised for issue.
However, because not all future events or conditions can be predicted, this statement is not a guarantee as to
the company'’s ability to continue as a going concern. For example, the terms on which the United Kingdom may
withdraw from the European Union are not clear, and it is difficult to evaluate all of the potential implications on
the company'’s trade, customers, suppliers and the wider economy.

Reporting on other information

The other information comprises all of the information in the Annual Report other than the financial statements
and our auditors’ report thereon. The directors are responsible for the other information. Our opinion on the
financial statements does not cover the other information and, accordingly, we do not express an audit opinion
or, except to the extent otherwise explicitly stated in this report, any form of assurance thereon.

In connection with our audit of the financial statements, our responsibility is to read the other information and,
in doing so, consider whether the other information is materially inconsistent with the financial statements or our
knowledge obtained in the audit, or otherwise appears to be materially misstated. If we identify an apparent
material inconsistency or material misstatement, we are required to perform procedures to conclude whether
there is a material misstatement of 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 based on these responsibilities.

With respect to the Strategic Report and Directors’ Report, we also considered whether the disclosures required
by the UK Companies Act 2006 have been included.

Based on the responsibilities described above and our work undertaken in the course of the audit, ISAs (UK)
require us also to report certain opinions and matters as described below.



Security Monitoring Centres Limited

Independent Auditors' Report to the Members of Security Monitoring Centres
Limited A

Strategic Report and Directors’ Report

in our opinion, based on the work undertaken in the course of the audit: the information given in the Strategic
Report and Directors' Report for the year ended 31 December 2018 is consistent with the financial statements
and has been prepared in accordance with applicable legal requirements.

In light of the knowledge and understanding of the company and its environment obtained in the course of the
audit, we did not identify any material misstatements in the Strategic Report and the Directors' Report.

Responsibilities for the financial statements and the audit

Responsibilities of the directors for the financial statements

As explained maore fully in the Statement of Directors’ Responsibilities set out on page 4 , the directors are
responsible for the preparation of the financial statements in accordance with the applicable framework and for
being satisfied that they give a true and fair view. The directors are also responsibie for such internal control as
they 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 concemn, disclosing as applicable, matters related to going concern and using the going concern basis
of accounting unless the directars either intend to liquidate the company or to cease operations, or have no
realistic alternative but to do so.

Auditors’ responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditors’ 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.

Afurther description of our responsibilities for the audit of the financial statements is located on the FRC'’s website
at: www.frc.org.uk/auditorsresponsibilities. This description forms part of our auditors’ report.

Use of this report .

This report, including the opinions, has been prepared for and only for the company’s members as a body in
accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose. We do not, in giving
these opinions, accept or assume responsibility for any other purpose or to any other person to whom this report
is shown or into whose hands it may come save where expressly agreed by our prior consent in writing.

Other required reporting

Companies Act 2006 exception reporting

Under the Companies Act 2006 we are required to report to you if, in our opinion:
* we have not received all-the information and explanations we require for our audit; or
» adequate accounting records have not been kept, or returns adequate for our audit have not been
received from branches not visited by us; or
» certain disclosures of directors' remuneration specified by law are not made; or
»  the financial statements are not in agreement with the accounting records and returns.
We have no exceptions to report arising from this responsibility.

Adiszh Miea-

Edward Moss(Senior Statutory Auditor)

for and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
Manchester

27 September 2019



Security Monitoring Centres Limited

Statement of Comprehensive Income

For the year ended 31 December 2018

Note 2018 2017

£'000 £000

Revenue 3 28,259 27,819
Cost of sales (19,091) (18,896)
Gross profit 9,168 8,923
Administrative expenses {(10,615) (3,053)
Operating (loss)/profit (1,447) 5,870
Operating profit before exceptional items 5,485 5,870
Impairment of investments 14 (6,932) —
Operating (loss)/profit (1,447) 5,870
Loss on sale of tangible fixed assets (27) —
Income from shares in group undertakings 7,685 1,592
Profit on ordinary activities before finance income 6,211 7,462
Finance income 4 195 76
Finance costs 5 (7) (4)
Profit on ordinary activities before taxation 6 6,399 7,534
Income tax expense on profit on ordinary activities 10 1,076 (1,171)
Profit for the financial year 7,475 6,363
Other comprehensive income — —
Total comprehensive income for the year 7,475 6,363

All results are derived from continuing operations.




Security Monitoring Centres Limited

Al

Balance Sheet

As at 31 December 2018
Registered number: 00318215

Note 2018 2017
£000 £000
Fixed assets
Intangible assets 12 4,440 1,317
Property, plant and equipment 13 1,083 817
Investments in subsidiaries - 14 — 3,851
Deferred tax asset 19 260 274
5,783 6,259
Current assets
Inventory 15 2 2
Debtors
- due within one year 16 28,671 36,163
Cash and cash equivalents 49 25
28,722 36,190
Creditors: Amounts falling due within one year 17 (5,340) (20,739)
Net current assets 23,382 15,451
Total assets less current liabilities 29,165 21,710
Creditors: Amounts falling due after more than one year 18 (202) (184)
Net assets 28,963 21,526
Equity
Called up share capital 20 5,790 5,790
Share premium 2,552 2,552
Revaluation reserve 7 7
Capital contribution 465 463
Retained earnings 20,149 12,714
Total shareholders’ funds ~ 28,963 21,526

The notes on pages 11 to 31 form part of these financial statements.

The financial statements on pages 8 to 31 were approved by the board of directors on 27 September

2019 and were signed on its behalf by:

Director



Security Monitoring Centres Limited

Statement of Changes in Equity

As at 31 December 2018

Called up Share Total
share capital premium Revaluation Capital Retained shareholders’
{Note 20) account reserve contribution earnings funds
£'000 £'000 £'000 £'000 £'000 £000
Balance at 1 January 2017 5,790 2,552 7 459 9,422 18,230
Profit for the financial year — — — — 6,363 6,363
tTr?(;aylecac:mprehensnve income for _ _ _ _ 6,363 6,363
Dividends paid — —_ — — (3,087) (3,087)
Share based payment contribution —_— — — 4 — 4
Deferred tax on share options —_ — — — 16 16
Total transactions with owners
recognised directly in equity — — — 4 (3,071) (3,067)
Balance at 31 December 2017 5,790 2,552 7 463 12,714 21,526
Profit for the financial year — — — — 7,475 7,475
Total comprehensive income for
the year - _— —_ — —_ 7,475 7,475
Share based payment contribution — — — 2 —_ 2
Deferred tax on share options _ —_ —_— — (40) (40)
Total transactions with owners
recognised directly in equity — — — 2 (40) (38)
Balance at 31 December 2018 5,790 2,552 7 465 20,149 28,963

10



Security Monitoring Centres Limited

Notes to the Financial Statements for the year ended 31 December 2018

1. Accounting Policies
Security Monitoring Centres Limited (‘the company’) is a provider of integrated monitoring services.

The company is a private company and is incorporated and domiciled in England. The address of its
registered office is Littleton Road, Ashford, Middlesex TW15 1TZ.

The principal accounting policies are summarised below. They have all been applied consistently throughout
the year and all the years presented, unless otherwise stated.

Basis of accounting

These financial statements were prepared in accordance with Financial Reporting Standard 101 ‘Reduced
Disclosure Framework’. The financial statements are therefore prepared in accordance with the Companies
Act 2006 as applicable to companies using FRS 101.

The financial statements have been prepared on a going concern basis, under the historical costs convention
as explained in the accounting policies below.

Historical cost is generally based on the fair value of the consideration given in exchange for the goods
and services.

The financial statements contain information about Security Monitoring Centres Limited as an individual
" company and do not contain consolidated financial information as the parent of a group. The company is
exempt under section 401 ofthe Companies Act 2006 from the requirement to prepare consolidated financial
statements as it and its subsidiary undertakings are included by full consolidation in the consolidated
financial statements of its ultimate parent, United Technologies Corporation, a company incorporated in
the United States of America.

As permitted by FRS 101, the company has taken advantage of some of the disclosure exemptions available
under that standard. The key exemptions taken are as follows:

IFRS 3 - not to restate business combinations before the date of transition

IFRS 15 - requirements of paragraphs 110, second sentence, 113(a), 114, 115, 118. 119(a) to (c), 120 to
127 & 129

IAS 1 — Information on management of capital

IAS 7 — statement of cash flows

IAS 8 — disclosures in respect of new standards and interpretations that have been issued but are not yet
effective

IAS 24 - disclosure of key management compensation and for related party disclosures entered into between
two or more members of a group;

IAS 1 - the requirement to present roll forward reconciliations in respect of share capital and

IAS 16 - the requirement to present roll forward reconciliations in respect of property, plant and equipment

Where required, equivalent disclosures are given in the group financial statements of Chubb Group Security
Limited. The group financial statements of United Technologies Corporation are available to the public and
can be obtained as set out in note 26.

Adoption of new and revised Standards

No new accounting standards, or amendments to accounting standards, or IFRIC interpretations that are
effective for the year ended 31 December 2018 have had a material impact on the company.

11



Security Monitoring Centres Limited

Notes to the Financial Statements for the year ended 31 December 2018

1. Accounting Policies (continued)
Going concern

The company's business activities, together with the factors likely to affect its future development,
performance and position are set out in the Strategic Report. The Strategic Report also describes the
financial position of the company; its cash flows, liquidity position and borrowing facilities; the company's
objectives, policies and processes for managing its capital; its financial risk management objectives; details
of its financial instruments; and its exposure to credit risk and liquidity risk.

The company meets its day to day working capital requirements through a cash pooling arrangement which
is centrally managed by its ultimate parent undertaking.

The directors have a reasonable expectation that the company has adequate resources to continue in
operational existence for the foreseeable future. Thus they continue to adopt the going concern basis of
accounting in preparing the annual financial statements.

Intangible assets acquired separately

Intangible assets with finite usefu! lives that are acquired separately are carried at cost less accumulated
amortisation and accumulated impairment losses. Amortisation is recognised on a straight-line basis over
their estimated useful lives. The estimated useful life and amortisation method are reviewed at the end of
each reporting period, with the effect of any changes in estimate being accounted for on a prospective
basis. Intangible assets with indefinite useful lives that are acquired separately are carried at cost less
accumulated impairment losses.

Customer Relationships - 7 years
Derecognition of intangible assets

An intangible asset is derecognised on disposal, or when no future economic benefits are expected from
use or disposal. Gains or losses arising from derecognition of an intangible asset, measured as the difference
between the net disposal proceeds and the carrying amount of the asset, are recognised in profit or loss
when the asset is derecognised.

Property, plant and equipment

Land and buildings held for use in the production or supply of goods or services, or for administrative
purposes, are stated in the balance sheet at cost. Depreciation on buildings is charged to the income
statement.

Assets in the course of construction for production, supply or administrative purposes, or for purposes not
yet determined, are carried at cost, less any recognised impairment loss. Cost includes professional fees
and, for qualifying assets, borrowing costs capitalised in accordance with the company’s accounting policy.
Depreciation of these assets, on the same basis as other property assets, commences when the assets
are ready for their intended use.

Plant and machinery are stated at cost less accumulated depreciation and any recognised impairment loss.

Depreciation is provided on all tangible fixed assets, other than freehold land, at rates calculated to write
off the cost of each asset, less any residual value, on a straight-line basis over its expected useful life, as
follows:

Freehold buildings 40 years

Plant and machinery 3-10 years

Useful lives are reviewed, and adjusted if appropriate, at the end of every reporting period.

12



Security Monitoring Centres Limited

Notes to the Financial Statements for the year ended 31 December 2018

1. Accounting Policies (continued)
Impairment of tangible and intangible assets

At each balance sheet date, the company reviews the carrying amounts of its tangible and intangible assets
to determine whether there is any indication that those assets have suffered an impairment loss. If any
such indication exists, the recoverable amount of the asset is estimated to determine the extent of the
impairment loss (if any). Where the asset does not generate cash flows that are independent from other
assets, the company estimates the recoverable amount of the cash-generating unit to which the asset
belongs. An intangible asset with an indefinite useful life is tested for impairment at least annually and
whenever there is an indication that the asset may be impaired.

Recoverable amount is the higher of fair value less costs to sell and value in use. In assessing value in
use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate that
reflects current market assessments of the time value of money and the risks specific to the asset for which
the estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or cash-generating unit) is estimated to be less than its carrying
amount, the carrying amount of the asset (or cash-generating unit) is reduced to its recoverable amount.
An impairment loss is recognised immediately in profit or loss, unless the relevant asset is carried at a
revalued amount, in which case the impairment loss is treated as a revaluation decrease.

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, but so that the increased carrying
amount does not exceed the carrying amount that would have been determined had no impairment loss
been recognised for the asset (or cash-generating unit) in prior years. A reversal of an impairment loss is
recognised immediately in profit or loss, unless the relevant asset is carried at a revalued amount, in which
case the reversal of the impairment loss is treated as a revaluation increase.

Investments

Fixed asset investments, including investments in subsidiaries and associates, are shown at cost less
provision for impairment.

Goodwill

Goodwill arises on the acquisition of trade and assets and represents the excess of the consideration
transferred over the fair value of the identifiable net assets acquired. If the total of consideration transferred,
is less than the fair value of the net assets of the trade and assets acquired, in the case of a bargain
purchase, the difference is recognised directly in the income statement.

For the purposes of impairment testing, goodwill acquired in a business combination is allocated to each
of the CGUs, or group of CGUs, that is expected to benefit from the synergies of the combination. Each
unit or group of units to which the goodwill is monitored for internal management purposes.

Goodwill is monitored at the operating segment level. Goodwill is not amortised. Impairment reviews are
undertaken annually or more frequently if events or changes in circumstances indicate a potential
impairment. The carrying value of the cash-generating unit (CGU) containing the goodwill is compared to
the recoverable amount, which is the higher of value in use and fair value less costs of disposal. Any
impairment is recognises immediately as an expense and is not subsequently reversed.

Cash and cash equivalents
Cash and cash equivalents include cash in hand, deposits held at call with banks, other short-term highly

liquid investments with original maturities of three months or less, and bank overdrafts. In the balance sheet,
bank overdrafts are shown within borrowings in current liabilities.

13



Security Monitoring Centres Limited

Notes to the Financial Statements for the year ended 31 December 2018

1. Accounting Policies (continued)
Share capital

Ordinary shares are classified as equity.
Taxation

Current tax, including UK corporation tax and foreign tax, is provided at amounts expected to be paid (or
recovered) using the tax rates and laws that have been enacted or substantively enacted by the balance
sheet date. The tax currently payable is based on taxable profit for the year. Taxable profit differs from net
profit as reported in the income statement because it excludes items of income or expense that are taxable
or deductible in other years and it further excludes items that are never taxable or deductible.

Deferred tax is the tax expected to be payable or recoverable on differences between the carrying amounts
of assets and liabilities in the financial statements and the corresponding tax bases used in the computation
of taxable profit, and is accounted for using the balance sheet liability method. Deferred tax liabilities are
generally recognised for all taxable temporary differences and deferred tax assets are recognised to the
extent that it is probable that taxable profits will be available against which deductible temporary differences
can be utilised. Such assets and liabilities are not recognised if the temporary difference arises from the
initial recognition of goodwill or from the initial recognition (other than in a business combination) of other
assets and liabilities in a transaction that affects neither the taxable profit nor the accounting profit.

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the
extent that it is no longer probable that sufficient taxable profits will be available to allow all or part of the
asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is settled
or the asset is realised based on tax laws and rates that have been enacted or substantively enacted at
the balance sheet date. Deferred tax is charged or credited in the income statement, except when it relates
to items charged or credited in other comprehensive income, in which case the deferred tax is also dealt
with in other comprehensive income.

The measurement of deferred tax liabilities and assets reflects the tax consequences that would follow
from the manner in which the company expects, at the end of the reporting period, to recover or settle the
carrying amount of its assets and liabilities.

Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax
assets against current tax liabilities and when they relate to income taxes levied by the same taxation
authority and the company intends to settle its current tax assets and liabilities on a net basis.

Current tax and deferred tax for the year

Current and deferred tax are recognised in profit or loss, except when they relate to items that are recognised
in other comprehensive income or directly in equity, in which case, the current and deferred tax are also
recognised in other comprehensive income or directly in equity respectively.

Revenue recoghnition

Revenue is measured at the fair value of the consideration received or receivable and represents amounts
receivable for goods supplied, stated net of discounts, returns and value added taxes. The company
recognises revenue when performance obligations have been satisfied and for the company this is when
performance obligations have been satisfied and for the company this is when the goods or services have
transferred to the customer and the customer has control of these. The company's activities are described
in detail below. The company bases its estimate of the return on historical results, taking into consideration
the type of customer, the type of transaction and the specifics of each arrangement.

14



Security Monitoring Centres Limited

Notes to the Financial Statements for the year ended 31 December 2018

1. Accounting Policies (continued)

Sales of services - integrated monitoring services

The company provides integrated monitoring services under fixed price and variable price contracts.
Revenue from providing services is recognised in the accounting period in which the services are rendered.
For fixed price contracts, revenue is recognised based on the actual service provided to the end of the
reporting period as a proportion of the total services to be provided because the customer receives and
uses the benefits simultaneously. This is determined based on actual labour hours spent relative to the
total expected labour hours. .

Some contracts include multiple deliverables, such as the sale of equipment and related installation services.
However, the installation is simple, does not include an integration service and could be performed by
another party. It is therefore accounted for as a separate performance obligation. Where the contracts
include multiple performance obligations, the transaction price will be allocated to each performance
obligation based on the stand alone selling prices. Where these are not directly observable, they are
estimated based on expected cost plus margin. If contracts include the installation of equipment, revenue
for the equipment is recognised at a point in time when the hardware is delivered, the legal title has passed
and the customer has accepted the hardware.

Estimates of revenues, costs or extent of progress toward completion are revised if circumstances change.
Any resulting increases or decreases in estimated revenues or costs are reflected in profit or loss in the
period in which the circumstances that give rise to the revision become known by management.

In case of fixed price contracts, the customer pays the fixed amount based on a payment schedule. If the
services rendered by the company exceeds the payment, a contract asset is recognised. If the payments
exceeds the services rendered, a contract liability is recognised.

If the contract includes an hourly fee, revenue is recognised in the amount to which the company has a
right to invoice. Customers are invoiced on a monthly basis and consideration is payable when invoiced.

Dividend and interest income

Dividend income from investments is recognised when the shareholders' rights to receive payment have
been established (provided that it is probable that the economic benefits will flow to the company and the
amount of revenue can be measured reliably).

Interest income is recognised when it is probable that the economic benefits will flow to the company and
the amount of revenue can be measured reliably. Interest income is accrued on a time basis, by reference
to the principal outstanding and at the effective interest rate applicable, which is the rate that exactly
discounts estimated future cash receipts through the expected life of the financial asset to that asset's net
carrying amount on initial recognition.

Pension costs

Payments to defined contribution retirement benefit schemes are recognised as an expense when
employees have rendered service entitling them to the contributions.

The company participates in a group defined benefit scheme which is the legal responsibility of a fellow
group company as the sponsoring employer. There is no contractual agreement or stated policy for charging
the net defined benefit cost. In accordance with IAS 19 (Revised 2011), the company recognises a cost
equal to its contribution payable for the period, which is presented within other operating expenses in the
profit and loss account.
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Security Monitoring Centres Limited

Notes to the Financial Statements for the year ended 31 December 2018

1. Accounting Policies (continued)
Foreign currency

The financial statements are presented in pounds sterling, which is the currency of the primary economic
environment in which the company operates (its functional currency).

Transactions in currencies other than the functional currency are recorded at the rate of exchange at the
date of the transaction. Monetary assets and liabilities denominated in foreign currencies at the balance
sheet date are reported at the rates of exchange prevailing at that date. Non-monetary items that are
measured in terms of historical cost in a foreign currency are not retranslated.

Exchange differences are recognised in the income statement in the period in which they arise.
Leases
The company as lessee

Rentals under operating leases are charged on a straight-line basis over the lease term, even ifthe payments
are not made on such a basis. Benefits received and receivable as an incentive to sign an operating lease
are similarly spread on a straight-line basis over the lease term.

Financial instruments

A financial instrument is any contract that gives rise to a financial asset of one entity and a financial liability
or equity instrument of another entity. Financial assets and financial liabilities are recognised in the
company'’s balance sheetwhen the company becomes a party to the contractual provisions of the instrument.

Financial Assets

Financial assets are classified into the following specified categories: at fair value through profit or loss
(FVTPL); and loans and receivables. The classification depends on the purpose for which the financial
assets were acquired. Management determines the classification of its financial assets at initial recognition.

Financial assets at fair value through profit or loss or at fair value through other comprehensive
income

Financial assets at fair value through other comprehensive income (FVOCI) comprise:

»  Equity securities which are not held for trading, and which the company has irrevocably elected at initial
recognition to recognise in this category. These are strategic investments and the group considers this
classification to be more relevant.

« Debt securities where contractual cash flows are solely principal and interest and the objective of the
company's business model is achieved both by collecting contractual cash flows and selling financial
assets. -

Financial assets at amortised cost

The company classifies its financial assets as at amortised cost only if both of the following criteria are met:
» the asset is held within a business model whose objective is to collect the contractual cash flows, and

- the contractual terms give rise to cash flows that are solely payments of principal and interest.
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Notes to the Financial Statements for the year ended 31 December 2018

1. Accounting Policies (continued)
Financial assets at fair value through profit and loss

The following financial assets are classified at fair value through profit or loss (FVPL):
« debt investments that do not qualify for measurement at either amortised cost
« equity investments that are held for trading, and

+ equity investments for which the entity has not elected to recognise fair value gains and losses through
OCl.

- investments in subsidiaries are held at cost less accumulated impairment losses.

Impairment of financial assets
Assets carried at amortised cost

The company assesses, at the end of each reporting period, whether there is objective evidence that a
financial asset or group of financial assets is impaired. -

Trade and other receivables

Trade and other receivables are amounts due from customers for merchandise sold or services performed
in the ordinary course of business. If collection is expected in one year or less (or in the normal operating
cycle of the business, if longer), they are classified as current assets. If not, they are presented as non-
current assets.

Trade and other receivables are recognised initially at fair value and subsequently measured at amortised
cost using the effective interest method, less provision for impairment.

The company applies the IFRS 9 simplified approach to measuring expected credit losses which uses a
lifetime expected loss allowance for all trade receivables and contract assets.

To measure the expected credit losses, trade receivables and contract assets have been grouped based
on shared credit risk characteristics and the days past due. The contract assets relate to unbilled work in
progress and have substantially the same risk characteristics as the trade receivables for the same types
of contracts. The group has therefore concluded that the expected loss rates for trade receivables are a
reasonable approximation of the loss rates for the contract assets.

Creditors

Creditors are obligations to pay for goods or services that have been acquired in the ordinary course of
business from supplies.

Creditors are recognised initially at fair value and subsequently measured at amortised cost using the
effective interest method.

Borrowings

Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings are
subsequently carried at amortised cost; any difference between the proceeds (net of transaction costs) and
the redemption value is recognised in the income statement over the period of the borrowings using the
effective interest method.
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Notes to the Financial Statements for the year ended 31 December 2018

1. Accounting Policies (continued)

Fees paid on the establishment of loan facilities are recognised as transaction costs of the loan to the
extent that it is probable that some or all of the facility will be drawn down. In this case, the fee is
deferred until the draw-down occurs. To the extent that there is no evidence that it is probable that some
or all of the facility will be drawn down, the fee is capitalised as a pre-payment for liquidity services and
amortised over the period of the facility to which it relates.

Preference shares, which do not have a redemption entitlement, have mandatory dividend payments paid
half-yearly in arrears and are classified as liabilities. The dividends on these -preference shares are
recognised in the income statement as interest expense.

Share-based payments

Where the company’s parent company has granted rights to its equity instruments to employees of the
company, such arrangements are accounted for as equity-settled share-based payment arrangements. In
such instances a capital contribution is recognised to the extent that the company is not recharged by its
parent.

Where the company grants to its employees rights to equity instruments of its parent, the company accounts
for such arrangements as cash-settled share-based payment arrangements. Equity-settled share-based
payments to employees and others providing similar services are measured at the fair value of the equity
instruments at the grant date. The fair value excludes the effect of non market-based vesting conditions.

The fair value determined at the grant date of the equity-settled share-based payments is expensed on a
straight-line basis over the vesting period, based on the company’s estimate of equity instruments that will
eventually vest. At each balance sheet date, the company revises its estimate of the number of equity
instruments expected to vest as a result of the effect of non market-based vesting conditions. The impact
of the revision of the original estimates, if any, is recognised in profit or loss such that the cumulative expense
reflects the revised estimate, with a corresponding adjustment to equity reserves.

Provisions

Provisions are recognised when the company has a present obligation (legal or constructive) as a result
of a past event, it is probable that the company will be required to settle that obligation and a reliable
estimate can be made of the amount of the obligation.

The amount recognised as a provision is the best estimate of the consideration required to settle the present
obligation at the balance sheet date, taking into account the risks and uncertainties surrounding the
obligation. Where a provision is measured using the cash flows estimated to settle the present obligation,
its carrying amount is the present value of those cash flows.

When some or all of the economic benefits required to settle a provision are expected to be recovered from
athird party, areceivable is recognised as an asset if it is virtually certain that reimbursement will be received
and the amount of the receivable can be measured reliably. Provisions are discounted where the impact
of discounting is material.

Dividend distribution

Dividend distributions to the company's shareholders are recognised as a liability in the company's financial
statements in the period in which the dividends are approved by the company's shareholders.

18
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Notes to the Financial Statements for the year ended 31 December 2018

2, Critical Accounting Judgements and Key Sources of Estimation Uncertainty

In the application of the company’s accounting policies, which are described in note 1 above, the directors
are required to make judgements, estimates and assumptions about the carrying amounts of assets and
liabilities that are not readily apparent from other sources. The estimates and associated assumptions are
based on historical experience and other factors that are considered to be relevant. Actual results may
differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised if the revision affects only that period,
or in the period of the revision and future periods if the revision affects both current and future periods.

Critical judgements in applying the company’s accounting policies

The foliowing are the critical judgements, apart from those involving estimations (which are dealt with
separately below), that the directors have made in the process of applying the company’s accounting policies
and that have the most significant effect on the amounts recognised in financial statements.

Multi-employer defined benefit pension scheme

Certain employees participate in a multi-employer defined benefit pension scheme with other group
undertakings. In the judgement of the directors, the company does not have sufficient information on the
plan assets and liabilities to be able to reliably account for its share of the defined benefit obligation and
plan assets. Therefore the scheme is accounted for a defined contribution scheme, see note 22 for details.

Key sources of estimation uncertainty

The key assumptions concerning the future, and other key sources of estimation uncertainty at the balance
sheet 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 discussed below.

Useful economic lives of properties, plant and equipment

The annual depreciation charge for property, plant and equipment is sensitive to changes in estimated
useful economic lives of the assets. The useful lives of the assets are assessed on an annual basis and
are amended when necessary to reflect current estimates. See note 13 for the carrying amount for the
property, plant and equipment, and note 1 for the useful economic lives for each class of assets.

Inventory provisioning

The company monitors security systems which are subject to changing customer demands and
technological change. As a result it is necessary to consider the recoverability of the cost of the inventory
and the associated provisioning required. Management consider the nature and condition of inventory, as
well as apply assumptions around expected future demand for the inventory, when calculating the level of
inventory provisioning. See note 15 for the net carrying value of inventory and associated provision.

Impairment of Trade Receivables

The company makes an estimate of the recoverable value of trade and other debtors. When assessing
impairment of trade and other receivables, management considers factors including the credit rating of the
receivable, the age profile of the receivable and historic experience. See note 16 for the net carrying amount
of the receivables and the associated impairment provision.
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2. Critical Accounting Judgements and Key Sources of Estimation Uncertainty (continued)
Impairment of investments in subsidiaries

Determining whether the company's investments in subsidiaries have been impaired requires estimations
of the investments’ values in use. The value in use calculations require the entity to estimate the future
cash flows expected to arise from the investments and suitable discount rates in order to calculate present
values. The carrying amount of investments in subsidiaries at the balance sheet date was £Nil (2017:
£3,851,000) with an impairment loss recognised in 2018 of £6,932,000 (2017: £Nil), See note 14 for details.

Impairment of goodwill

Determining whether the company’s goodwill has been impaired requires estimations of the companies
values in use. The value in use calculations require the entity to estimate the future cash flows expected
to arise and suitable discount rates in order to calculate present values. The carrying amount of goodwill
at the balance sheet date was £2,671,000 (2017: £835,000) with no impairment loss of recognised in 2018
(2017: £nil). Sensitivities and key assumptions used in the impairment review are described in note 12.

Useful economic lives of other intangible assets

The annual depreciation charge for customer relationships is sensitive to changes in the economy and
business environment. The useful lives of the assets are assessed on an annual basis and are amended
when necessary to reflect current estimates. See note 12 for the carrying amount for the other intangible
assets, and note 1 for the useful economic lives for the assets.

3. Revenue

An analysis of the company’s revenue is as follows:

2018 2017
£000 £000
Continuing operations
Rendering of services . 28,259 27,819
28,259 27,819
An analysis of the company’s revenue by class of business is set out below:
2018 2017
£000 £'000
Revenue:
Security revenue 28,259 27,819
28,259 27,819
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3. Revenue (continued)

An analysis of the company's revenue by geographical market is set out below:

2018 2017
£'000 £000
Revenue:
Sales to the United Kingdom 28,259 27,819
28,259 27,819
4. Finance Income
2018 2017
£°000 £'000
Interest receivable:
Other loans and receivables 195 76
195 76
5. Finance Costs
2018 2017
£'000 £'000
Finance leases and hire purchase contracts 7 4
7 4
6. Profit on Ordinary Activities Before Taxation
Profit on ordinary activities before taxation is stated after charging/(crediting):
2018 2017
£'000 £000
Depreciation of tangible fixed assets:
- owned 201 172
Amortisation of intangible assets included in other operating expenses:
- other 510 150
Operating lease charges 12 24
Impairment of trade receivables 20 3)
Staff costs (see note 8) 5,161 4,718
7. Auditors’ Remuneration

Fees payable to PricewaterhouseCoopers LLP for the audit of the company’'s annual financial statement
were £24,000 (2017: £19,000).

Fees payable to PricewaterhouseCoopers LLP for non-audit services to the company were £nil (2017: £nil).
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8. Staff Costs

The average monthly number of employees (including executive directors) was:

2018 2017
Number Number
Selling 15 26
Administration 169 144
184 170

Their aggregate remuneration comprised:
2018 2017
£'000 £000
Wages and salaries 4,416 4,047
Social security costs 402 338
Share based payments 2 4
Other pension costs (see note 22) 341 329
5,161 4,718

‘Other pension costs' includes only those items included within operating costs. Items reported elsewhere

have been excluded.

9. Directors’ Remuneration and Transactions
2018 2017
£'000 £000
Directors’ remuneration
Emoluments 116 92
Company contributions to money purchase pension schemes 12 10
128 102
2018 2017
Number Number
The number of directors who:
Are members of a defined benefit pension scheme 1 1
2018 2017
£000 £000
Remuneration of the highest paid director:
Emoluments and amounts (excluding shares) under long term incentive 116 92
schemes
Company contributions to money purchase pension schemes 12 10
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9. Directors’ Remuneration and Transactions (continued)

The highest paid director exercised no share options in the year (2017: no share options) and had no (2017:

no share options) shares receivable under long-term incentive schemes.

Directors’ transactions

Details of transactions with directors during the year are disclosed in note 25.

10. Tax on Profit on Ordinary Activities

Tax expense included in profit or loss:

2018 2017
£000 £'000
Current tax
UK corporation tax on profits for the year — 1,139
Adjustments in respect of prior years
UK corporation tax (1,050) (7)
Total current tax (1,050) 1,132
Deferred tax
Origination and reversal of timing differences 44 44
Adjustments in respect of prior years (65) —
Impact of rate change (5) (5)
Total deferred tax (see note 19) (26) 39
Total tax (credit)/charge on profit on ordinary activities (1,076) 1,171

The (credit)/charge for the year can be reconciled to the profit in the profit and loss account as follows:

2018 2017

£'000 £000
Profit on ordinary activities before tax 6,399 7,534
Tax on profit on ordinary activities at standard UK corporation tax rate of
19.00 (2017: 19.25%) 1,216 1,450
Effects of:
Expenses not deductible for tax purposes 1,344 52
Group relief not paid for (1,047) —
Re-measurement of deferred tax - changes in UK tax rates (5) (5)
Income not subject to tax (1,460) (306)
Transfer pricing adjustments — (21)
Adjustments to tax charge in respect of prior years (1,115) 7)
Share based payments (9) 8
Total tax charge for year (1,076) 1,171
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10. Tax on Profit on Ordinary Activities (continued)

The reduction in the UK corporation tax rate from 20% to 19% (effective 1 April 2017) was substantively
enacted on 26 October 2015. A further reduction to 17% (effective 1 April 2020) was substantively enacted
on 6 September 2016. The current tax rate used in the year ended 31 December 2018 is therefore 19%
and the rate used for closing deferred tax balances is 17%.

". Dividends on Equity Share

Amounts recognised as distributions to equity holders in the year:

2018 2017
£'000 £000
Final dividend for the year ended 31 December 2018 of £0p

(2017: £0.53p) per ordinary share — 3,087
— 3,087

12. Intangible Assets

Other
Goodwill intangibles Total
£'000 £'000 £'000
Cost
At 1 January 2018 16,216 751 16,967
Additions (note 24) 1,836 1,797 3,633
Disposals — — —
At 31 December 2018 18,052 2,548 20,600
Accumulated amortisation and impairment
At 1 January 2018 15,381 269 15,650
Amortisation — 510 510
At 31 December 2018 15,381 779 16,160
Net book value

At 31 December 2018 2,671 1,769 4,440
At 31 December 2017 835 482 1,317

Amortisation has been included in the income statement within administration expenses. Other intangible
assets relate to customer relationships, which were acquired.

The directors have performed a review of the value of the company'’s intangible assets at the year end.
The directors and their management team review the company’s performance on an overall basis and
cannot distinguish between the origins of the revenue. The company structure does not allow identification
of specific assets or groupings of assets that generate a specific revenue stream. On this basis the directors
have performed the impairment review on the basis that the company as a whole is the smallest identifiable
cash generating unit.
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12. Intangible Assets (continued)

The recoverable amount of the cash generating unit has been determined based on a value-in-use
calculation. This calculation used post-tax cash flow projections based on financial budgets approved by
management covering the next financial year and estimates for the following four financial years. Cash
flows beyond this period are extrapolated using the estimated growth rates stated below.

The company'’s organic revenue is assumed to increase by up to 1% over the five years, reflecting growth:

plans in the competitive segments the company operates in. Gross margin has been assumed to be 31.3%
as past results show margins of between 29.8% and 33.0%. Other operating costs are assumed to increase
in line with the increase in revenue year on year.

Whilst considering whether the value of goodwill is impaired or not, the directors have used a calculated
posttax weighted average cost of capital of 8.8% and a terminal growth rate of 1%. Using these assumptions,
the directors are satisfied that no impairment of goodwill is required.

13. Property, Plant and Equipment

Freehold Plant and Assets under Total

land and machinery construction

buildings

£'000 £000 £'000 £'000

Cost
At 1 January 2018 630 3,928 283 4,841
Additions — — 467 467
Transfer in on purchase trade
and assets (note 24) — 7 — 7
Disposals — ) — (7)
At 31 December 2018 630 3,928 750 5,308
Accumulated depreciation
At 1 January 2018 563 3,461 — 4,024
Depreciation 8 193 — 201
At 31 December 2018 571 3,654 — 4,225
Net book value
At 31 December 2018 59 274 750 1,083
At 31 December 2017 67 467 283 817

The value of assets held under finance leases included in assets under construction is:

Net book value
At 31 December 2018 750

At 31 December 2017 ' 283
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14. Investments
£000
Cost
At 1 January 2018 4,483
Additions 3,081
At 31 December 2018 i 7,564
Provisions for impairment
At 1 January 2018 632
Written off 6,932
At 31 December 2018 7,564
Net book value
At 31 December 2018 —
3,851

At 31 December 2017

Mentor Business Systems Limited , Payment Services Limited and Visual verification Limited have been
treated as subsidiary undertakings because the Group exercises dominant influence over the investments,
either directly or indirectly, directing their financial and operating policies.

Details of the company'’s subsidiaries at 31 December 2018 are as follows. Unless otherwise indicated, all
ownership interests are in the ordinary share capital of the investee.

Name

Mentor Business Systems Limited

Payment Services Limited

Visua!l Verification Limited

Proportion of

ownership

interest

Registered office %

Littleton Road, Ashford, 100
Middlesex, TW15 1TZ
Littleton Road, Ashford,

Middlesex, TW15 1TZ 100
Littleton Road, Ashford,

Middlesex, TW15 1TZ 100

Proportion of
voting power
held

%

100%

100%

100%

In December 2018, Payment Services Limited and Visual Verification Limited were placed in voluntary
liquidation. Payment Services Limited was dissolved in March 2019 and it is hoped that Visual Verification
Limited will be dissolved in 2019. As a result these investments have been fully impaired at 31 December

2018.

15. Inventory

Finished goods and goods for resale

2018 2017
£'000 £'000
2 2

2 2

Inventories are stated after a provision for impairment of £Nil (2017: £Nil).
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16. Debtors

Amounts falling due within one year:

2018 2017

£'000 £000

Trade receivables 2,995 3,102
Amounts owed by group undertakings 24,006 31,035
Other receivables 969 1,044
Prepayments and accrued income 701 982
28,671 36,163

Trade receivables are stated after provision for impairment of £66,000 (2017:£66,000).

Included within amounts owed by group undertakings is a receivable balance from Parkview Treasury
Services (UK) Ltd of £23,119,000 (2017: £29,987,000). This represents surplus cash pooled with Parkview
Treasury Services (UK) Ltd. Interest is receivable on this balance at an average of 0.70% from 1 January

2018 to 31 December 2018 (2017: 0.25%).

All other amounts owed by group undertakings are unsecured, interest free, have no fixed date of repayment

and are repayable on demand.

17. Creditors : Amounts Falling Due Within One Year

2018 2017
£000 £000
Trade creditors 1,052 1,515
Amounts owed to group undertakings 1,097 16,884
Finance leases 70 57
Other taxation and social security 298 242
Other creditors 28 25
Accruals and deferred income 2,795 2,016
5,340 20,739

Amounts owed to group undertakings are unsecured, interest free, have no fixed date of repayment and

are repayable on demand.

18. Creditors Amounts Falling Due After More Than One Year

2018 2017

£000 £'000

Finance leases 202 184
202 184
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18. Creditors Amounts Falling Due After More Than One Year (continued)

Obligations under finance leases are as follows:

Minimum lease payments

2018 2017
£000 £'000
Amounts payable under finance leases:
Not later than one year 79 64
Later than one year and not later than five years 229 208
Total gross payments 308 272
Less: future finance charges (36) (31)
Carrying value of liability 272 241
Analysed as:
Amounts due for settlement within 12 months 70 57
Amounts due for settlement after 12 months 202 184
272 241
19. Deferred Tax
The analysis of deferred tax assets is as follows:
2018 2017
£'000 £'000
Deferred tax assets due after more than 12 months 260 274
Net deferred tax asset 260 274
The movement in deferred tax is as follows:
Accelerated Short term
tax timing
depreciation differences Total
£000 £000 £000
At 1 January 2017 232 65 297
Charged to the income statement (32) (12) (44)
Effect of change in tax rate 4 1 5
Credited to equity — 16 16
At 1 January 2018 204 70 274
Charged to the income statement (39) (5) (44)
Prior period adjustment 65 — 65
Charged to equity — (44) (44)
Effect of change in tax rate in the income statement 4 1 5
Effect of change in tax rate directly to equity — 4 4
At 31 December 2018 234 26 260
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19. Deferred Tax (continued)

The directors consider that it is more likely than not that there will be sufficient taxable profits in the future
such as to realise the deferred tax asset, and therefore the deferred tax asset has been recognised in these
financial statements.

20. Called Up Share Capital

Ordinary shares

2018 2017
£'000 £000
Allotted and fully-paid
5,790,001 (2017: 5,790,001) ordinary shares of £1 each 5,790 5,790

21. Financial Commitments

At the balance sheet date, the company had outstanding commitments for future minimum lease payments
under non-cancellable operating leases, which fall due as follows:

2018 2017

Other Other

£000 £'000

Within one year 51 16
Between two and five years 78 16
129 32

22. Retirement Benefit Schemes
Defined contribution schemes

The company operates defined contribution retirement benefit schemes for all qualifying employees. The
assets of the schemes are held separately from those of the company in funds under the control of trustees.
Where there are employees who leave the schemes prior to vesting fully in the contributions, the
contributions payable by the company are reduced by the amount of forfeited contributions.

The total cost charged to the income statement of £116,000 (2017: £108,000) represents contributions
payable to these schemes by the company at rates specified in the rules of the plans. As at 31 December
2018, contributions of £28,000 (2017 : £30,000) due in respect of the current reporting period had not been
paid over to the schemes.

Defined benefit schemes

The company participates in two group defined benefit scheme for qualifying employees, the Chubb Security
Pension Fund and the Chubb Pension Plan. Under the Chubb Security Pension Fund, the majority of
employees are entitled to post-retirement yearly instaiments amounting to 1/60th of final salary for each
complete month and year of pensionable service on attainment of a retirement age of 65. The pensionable
salary is based on the yearly rate of basic earnings plus a 3 year average of bonuses and commissions.
In addition, the service period is limited to 40 years resulting in @ maximum yearly entitlement (life-long
annuity) of 2/3 of final salary.
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22. Retirement Benefit Schemes (continued)
Defined benefit schemes (continued)

Under the Chubb Pension Plan, the majority of employees are entitied to post-retirement yearly instalments
amounting to 1/60th of final salary for each complete month and year of pensionable service on attainment
of a retirement age of 65. The pensionable salary is based on earnings in the tax year prior to leaving
service, reduced by the Lower Earnings Limit and subject to an earnings cap. In addition, the service period
is limited to 40 years resulting in a maximum yearly entitlement (life-long annuity) of 2/3 of final salary.

There is no contractual agreement or stated policy for charging the net defined benefit cost and, therefore,
a fellow group company, which is the sponsoring employer of the scheme, recognises the whole of the
scheme surplus or deficit in its financial statements. In accordance with IAS 19 (Revised 2011), the company
recognises a cost equal to its contribution payable for the period, which in the year ended 31 December
2018 was £225,000 (year ended 31 December 2017 £221,000).

Further details of the Chubb Security Pension Fund are disclosed in the financial statements of Chubb
International Holdings Limited. Further details of the Chubb Pension Plan are disclosed in the financial
statements of Chubb Group Limited.

23. Share Based Payments
Equity-settled share option scheme

The company participates in a share option scheme for some of its employees. Options are exercisable
on the shares of the parent company at a price equal to the estimated fair value of the parent company’s
shares on the date of grant. The vesting period is three years. If the options remain unexercised after a
period of ten years from the date of grant the options expire. Options are forfeited if the employee leaves
the company before the options vest.

The weighted average share price at the date of exercise for share options exercised during the period
was £43.21. The options outstanding at 31 December 2018 had exercise prices ranging from £56.32 to
£78.17, and a weighted average remaining contractual life of 1 years. In 2018, no options were granted
(2017: No options granted).

3,000 options were exercised during the year at a weighted average price of £43.21 (2017:2,000 at £56.23).
24, Purchase of trade and assets
On 1 January 2018, the company signed an agreement to purchase the trading business and assets of

Visual Verification Limited, one of its subsidiaries for a consideration of £3.1 million which was satisfied by
cash.

Visual

Verification

Limited

£'000

Fixed assets 7
Receivables 390
Payables (924)
Net liabilities acquired » (527)
Cash consideration paid 3,106
Intangibles created on purchase 3,633
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24, Purchase of trade and assets (continued)

Intangibles created on the acquisition can be split as follows

Visual
Verification
Limited
£000

Goodwill 1,836
Customer relationships 1,797
Intangibles created on purchase 3,633

25. Related Party Transactions

In accordance with the exemption allowed by FRS 101 (Financial Reporting Standard 101) issued by the
Financial Reporting Council, transactions with other undertakings within the United Technologies
Corporation Group have not been disclosed in these financial statements on the grounds that both related
parties are wholly owned subsidiaries of United Technologies Corporation, whose financial statements are
publicly available.

Loan to Director:

Otherthan the directors emoluments disclose in note 9, there are no othertransactions between the company
and its directors.

26. Controlling Party
The company’s immediate parent undertaking is Chubb Group Security Limited.

The company’s ultimate parent undertaking and controlling party is United Technologies Corporation, a
company incorporated in the United States of America.

United Technologies Corporation is the smallest and largest group to consolidate these financial statements.

Copies of the United Technologies Corporation group financial statements are publicly available and can
be obtained from www.utc.com.
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