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UTC Fire & Securlty UK L|m|ted

Strateglc Report

The directors present their Strategic Report for the company for the year ended 31 December 2018.

'Review of the business

Revenue for the year ended 31 December 2018 amounted to £11,691,000 (2017: £13, 384, ,000). Operating
profit for the year was £368,000 (2017: £468,000) and net assets at the year end amounted to £6,640,000
_(2017 £6, 821 ,000).

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

The proposed separatlons 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 transactuons by mid-year 2020.

Separation ‘of Otis and Carrier from UTC via spin-off transactlons will be subject to the satisfaction of
customary conditions, inciuding, 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 counse! (as
applicable), the filing with the Securities and Exchange Commission (SEC) and effectweness of Form 10
registratlon statements, and satisfactory completion of financing.

" Key performance indicators

The directors of United Technologies Corporation inc. (UTC) manage the group’s operations on a group -

" basis. For this reason, the company's directors believe that the analysis using key business performance
indicators for the company is not-appropriate for an understanding of the development, performance or
position of the business of UTC Fire & Security UK Limited on an individual basis. Refer to the group
fi nanclal statements of- UTC for an assessment of the key performance mdlcators

Piincipal risks and uncertainties

The directors of United Technologies Corporation Inc. (UTC) manage the group's risks at a group level,
rather than at an individual business unit level. For this reason, the company's directors believe that a
discussion of the group's ‘risks would not be -appropriate for an ‘understanding of the development,
performance or position of UTC Fire & Security UK Limited. Refer to the group financial statements of
UTC for an assessment of the principal risks and uncertainties.

Future developments

The directors expect the general level of activity to remain consistent with 2018 in the forthcoming year.

Events after the balance sheet date

- Details of sugnlﬁcant events since- the balance sheet date are contained in note 20 to the financial
statements. -
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UTC Fire & Security UK 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 has received a letter of support from Kidde. UK and, therefore, the directors 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 basls in preparing the
annual financial statements . . .

Further details regardrng the adoptlon of the - going concern basis can be found in the accountlng polrcres
in the financial statements

Financial risk management objectives and polleiee

The ‘Company’s activities expose it to a number of financial risks including credit risk, cash flow risk and
liquidity risk. The use of financial derivatives is governed by the company's policies approved by the board
of directors which provide written principles on the use of financial derivatives to manage these risks.

Cash flow risk.

The company’s activities expose it primarily to the financial risks of changes in foreign currency exchange
" rates and interest rates. The company:uses forergn exchange forward contracts and interest rate swap
contracts to hedge these exposures.

Interest bearing assets and ttabilities are held at fixed rate to ensure certainty of cash flows.

Credit risk .

The company’s principal financial assets are trade and other debtors.

The company's credit risk Is primarily attnbutable to its trade debtors. The amounts presented in'the |
balance sheet are net of allowances for doubtful receivables. An allowance for impairment is made where
there Is an identified loss event which, based on previous experience, is evidence of a reduction in the

recoverability of the cash ﬂows : - '

The company has no srgnrf cant concentration of credit risk, with exposure spread over a large number of
counterparties and customers.

" Liquidity risk .
‘To maintain liquidity and ensure that suﬁ'rcrent funds are avallable for ongolng operations and future

developments, the company uses a mixture of long-term and short-term debt finance.
Dividends

The diréctors do not recommenid the payment of a dividend (2017: £nil).



UTC Fire & Security UK Limited

Directors

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

M Bens (appolnted 17 December.2018)
J E Davies (appointed 12 March 2018)

V Malimanek " (resigned 17 December 2018)
K Swann : (resigned 12 March 2018)

J A van Goethem (resigned 30 April 2018)

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.

Statement of directors’ responsibilities

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

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 applicabie 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 the fi nancml
statements, the dlrectors are'required to

select suitable accounting policies and then apply them con5|stently,

state whether applicable United Kingdom Accounting Standards, compnsmg 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 inappropnate to presume
that the company wnll continue in business.

" The dlrectors are also responsnble for safeguarding the assets of the.company and hence for taking
reasonable steps for the prevention and detection of fraud and other irregularities. o

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

Directors’ conﬂrmations

In the case of each director in office at the date the Directors' Report is approved'

. so far as the dlrector is aware, there is no relevant audlt 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.
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Dlrectqrs Re|.:ort (Co‘nt’d) .

independent Aﬁdltors’

PncewaterhouseCoopers LLP have mdlcated their willingness to be r;eappolnted for another term and
appropriate arrarigements are being made for them to be deemed. reappointed as auditors in the absence

of an Annual General Meetlng

‘Approved by the Board and slgned on its behalf by

26 September 20{19 . o

Marioff Building
Badentoy Créscent -
Badentoy Park - -
Portlethen
Aberdeen
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INDEPENDENT AUDITORS‘REPbRT TO MEMBERS OF UTC FIRE & SECURITY UK LIMITED

Report‘on the audit of the financial statements |

Opinion
In our opinion, UTC Fire & Security UK Limited ‘s financlal statements:

e 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 Klngdom 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 31 December 2018; the income statement, the statement of other comprehensive
income, the statement of changes in equity for the year then ended; and the notes to the financial .
statements which lnclude a description of the signifi cant accountlng pohcles

Basis for opmion

We conducted our audit in accordance with lntemational Standards on Auditing (UK) ( ISAs (UK)") and
applicable law. Our responsibilities under ISAs (UK) are further described in the Auditars’ 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 ethrcal requirements that are relevant
to our audit of the financial statements in the UK, which includes the FRC'’s Ethical Standard, and we
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:

s the directors use of the going concem basis of accountmg in the preparation of the fi nancral
- statements is not appropriate; or
+ 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 ﬂnancral statements are authorised for issue.

We ha\)e nothing to report in respect of the above matters.

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.




' Independent auditors’ report to the members of UTC Fire & Security UK Limited (Continued)

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, accordlngly, we do not

- express an audit opinion or, except to the extent otherwise exphcrtly stated in this report any form of
assurance thereon.

In connsection with our audit of the financial statements. our responsibility is to read the other information
and, in doing so, consider whether the otheér 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 concludé

.that there is a material misstatement of this other information, we are requlred to report that fact. We
have nothing to report based on these responsibihtres

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

Based on the responsiblilities described above and our work undertaken in the course of the audlt ISAs
(UK) require us also to report certain opinions and matters as described below "

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'understandin.g of theAcompany'and its environment obtained in the course -
of the audit, we did not identify any material misstatements in the Strategic Report and Directors’ Report.

Responsibilities for the financial statements and the audit
Responsibilities of the directors for the financial statements

. As explained more 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 responsible 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 respon5|ble for assessing the companys abllity to
continue as a gaing concern, disclosing as applicable, matters related to going concern and using the
going concern basis of accounting unless the directors either intend to Ilqmdate the company or to cease
operations, or have no realistic aitematuve 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 mﬂuence 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
FRC's website at: www.frc. org uk/auditorsresponsibmties This description forms part of our auditors’
report. -



. Independent auditors’ report to the members of UTC Fire & Security UK Limited (Continued)

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 exceptidn repofting ‘
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 by the company, 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. .

T

Alan Walsh (Senior Statutory Auditor)
for and on behalf of PricewaterhouseCoopers LLP.
Chartered Accountants and Statutory Auditors
East Midlands

:Le September 2019



UTC Fire and Security UK Limited -
Income statement -

For the year ended 31 December 201 8

2018

2017

Note -

£'000 _£000
‘Revenue '3 11,691 . - 13,384
Cost of sales - (7,540) (8,502)
‘Gross profit 4,151 4,882
Administrative expenses . (3,783)  (4414)
Operating profit 368 " 468
Finance Income 4 81 195
Finance costs 5 (61) (40)
Profit before taxation 6 388 . 623 .
Tax on profit 10 (67) —
Profit for the financial year 321

623

All results are derived from continuing operations.



UTC Fire & Security UK Limited

Statement of other cbmpreherisive income

For the year ended 31 Decembe'r‘2018

2018

2017
. Note £000 £'000
" - Profit for the financial year "321 623
Actuarial (loss)/gain on pension scheme . 18 (502) 654 .
Other comprehensive (expense)/income for the year net of tax " (502) : 654
Total comprehgnéiv:e (éxpens’e)llhcome for the year (1 81) ' 1,277
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UTC Fire & Security UK Limited

Balance sheet

As at 31 Decembe;' 2018

-Registered number: SC069196
| | Note 2018 2017

£'000 £000
Fixed assets ' . o ‘
intangible assets . ' 11 . " 6,636 6,636
Property, plant and equipment : 12 _ 30 . 35
' ' 6,666 6,671
Current assets . ‘ : .
Inventories - ' - 3 . 213 282
- Debtors - due within-one year ) ' 14 2,221 3,784
] 2,494 4,066
Creditors: Amounts falling due within one year ' - 15 (5,2_93) (7,288)
Net current labilities ' ; - 2799) . (3.222)
. Total assets less current liabilities o _ 3867 3449
~ Net assets exclﬁding pension assets . ' ’ . 3,867 3,449
Pension asset -~ - _ _ 18 2,773 3,372
$ ' .
Net assets - = . : : 6,640 - 6,821
Equity L _ .
Called up share capital - 16 5501 5,501
. Share premium account K . ' . 8,391 - -8,391
Accumulated losses ' - (7.252) (7.071)
Total Shareholders' funds ' ~ N 6640 6821

The notes on pages 13 to 34 form part of these financial statements:.

The financial statements on pages 9 to 34 were approved by the board of directors on 26 September 2019
and were signed on its behalf by: A

11




UTC Fire & Security UK Limited 2018

Statement of changes in equity

For the year ended 31 December

Accumulated

Called up w:mq.m Share premium Total
capital account losses shareholders’
) - funds
"£'000 £'000 £'000 £'000
Balanca at 1 January 2017 5,501 8391 (8,348) 5,544
Profit for S.m financial year —_ — 623 623
Other comprehensive income for the year
- Actuarial gain on pension scheme . — —_ 654 " 654
Total ooi_u_,m:m:m?o income for the year -— —— 1,277 1,277
Balance at 31 December 2017 5,501 - 8,391 (7,071) 6,821.
Profit for the financial year —_ — 321 321
Other comprehensive expense for the year
- Actuarial loss on pension scheme — —_— " (502) (502)
Total comprehensive expense for the year - —_— (181) (181)°
Balance at 31 cmnmaamq Noaa . 5,501 .. 8,391 (7,252) . 6,640

12
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UTC Fire & Securlty UK lerted

Notes to the fi nanclal statements

For the year ended 31 December 2018

1. Accountlng Pollcles

. UTC Fire & Security UK Limited (’the company') dlstnbutes and provndes support of electronlc security
. and safety products.

The ‘company is a private Iimited company, limited by shares, and is-incorporated 'and domiciled in the
Scotland. The address of its registered office is Marioff Building, Badentoy Crescent, Badentoy Park
Portlethen, Aberdeen AB12 4YD. ‘

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 ao‘counting

The company meets the definitionof a quallfymg entity under FRS 100 (Financial Reportlng Standard 100) '

lssued by the Flnancial Reporting Council.
N

These‘ﬁnancral statements were prepared in accordance with Financlal Reporting Standard 101 ‘Reduced

Disclosure Framework’. The financial statements are therefore prepared in accordance with -the -
Companies Act 2006 as applicable to companies usmg FRS 101 Except for the departure from the -

Compames Act explalned in note 11

The financial statements have been prepared on the hlstoncal cost basis as explalned 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.

. available under that standard The key exemptlons taken are as follows:

IFRS 7 —financial lnstrument disclosures :

IFRS 13 - disclosure of valuation techniques and inputs used for fair value measurement of assets and
liabilities . .

IAS 1 — Information on management of capital

IAS 7 — statement of cash flows - .

IAS 8.— disclosures in respect of new standards and mterpretatrons that have been Issued but are not yet
effective

- 1AS 24 - disclosure of key management compensatlon and for related party dlsclosures entered into

between two or more wholly owned members of a group

“As permitted by FRS 101, the company has taken advantage of some of the dlsclosure exemptlons '

Where requlred equlvalent dlsclosures are given in the group financial statements of United Technologies.
Corporation. The group financial statements of United Technologies Corporatlon are available to the public -

and can be obtalned as set out in note 21

13



UTC Fire & Secunty UK Limited

Notes to the fi nanc|al statements

For the year ended 31 December 2018

1. Accounting Policles (continued)

‘ Adoption of new and reulsed 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.

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 company meets its day to day working capital requirements through a cash pooling arrangement -
~which s centrally managed by its, ultimate parent undertaking. The company has also received a letter of

support from its immediate parent undertaking which has expressed its wuilingness ta support the company..
“for at least 12 months from.the signing of these financial statements. :

" - The directors have a reasonable expectation that the company has adequate resources to continue In

operatlonal existence for the foreseeable future. Thus they continue to adopt the going concern basis of

o accountmg in preparing the annual fi nancial statements.

Intanglble assets acqulred separately

Intangible assets with finite usefu! lives that are acquired separately are carried at cost less accumulated - -
amortlsation and accumulated impairment losses. :

Derecognltion of intangible assets

An intangible assét 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 adminlstratlve
purposes, are stated in the balance sheet at cost Depraciation on buildings is charged to the income
statement. .

Properties 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. Freehold land is not depreciated. -

letures and equipment are stated at cost Iess 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:

Plant and machinery . ‘ ' 3 - 20 years

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

14



UTC Fire & Security UK Limited
Notes to the financial statements -

_For the year ended 31 December 2018

1. Accountlng Policles (contlnued)
Impalrment of tangible and lntangible 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 lmpanred ’

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 tmpalrment loss is treated as a revaluation decrease

Where an |mpalrment 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 whlch
case the reversal of the impairment loss is treated as a revaluation increase.

" 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 mare 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 dlsposal Any
impairment is recognises lmmediately as an expense and is not subsequently reversed.

Inyentories
Stocks are stated at the lower of cost and net realisable value. Net realisable value is based on estimated

selling price, less further costs expected to be incurred to completion and costs to be incurred in marketing, |
selling and distribution. Provision is made for obsolete, slow-moving or defective items where appropriate.

15



'UTC Fire & Security UK Limited

Notes to the ﬁrlancial statements

For the year ended 31 December 2018
1. Accr)untlng Policies (continued)
Share capital |

Ordinary shares are classified as equity.
Taxa’tior\ |

" 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 taxis 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 flabilities are not recognised Iif 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 carmrying 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 Ilabllity 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 comprehensnve income, in which case the deferred
tax is also dealt with in other comprehenswe income.

The measurement of deferred tax Iiabilities and assets reflects the tax consequences that would follow
from the manner In which the company expects, at the end of the reportmg 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 cumrent 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 cumrent and deferred
tax are also recognised in other comprehensive income or directly in equity respectively.

16.
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UTC Fire & Security UK Limited

Notes to the financial statements

_For the year ended 31 December 2018

-1 Accounting Policies (continued)

Revenue

Revenue is measured at the fair value of the consideration received or receivable and represents amounts
receivable for goods supplied, stated net of discounts, retums and value added taxes. The company

recognises revenue when performance obligations have been satisfled and for the company this is when_

the goods or services have transferred to the customer and the customer has controt 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. .

Sale of goods

The éompany distributes and brovides support of electronic sécdrity and safety products. Sales are

. recognised when control of the products has transferred, being when the products are delivered to the
wholesaler, the wholesaler has full discretion over the channel and price to sell the products, and there is -

no unfulfilled obligation that could affect the wholesaler's acceptance of the products. Delivery occurs

when the products have been shipped to the specific location, the risks of obsolescence and loss have

been transferred to the wholesaler and either the wholesaler has accepted the products in accordance
with the sales contract, the acceptance provisions have lapsed, or the company has objectuve evidence
‘that all criteria for acceptance have been satisfi ed

" Revenue from these sales is recognised based on the price specified in the contract, net of the estimated -

volume discounts. Accumulated experience is used to estimate and provide for the discounts, using the
expected value method and revenue is only recognised to the extent that it is highly probable that a
significant reversal will not accur. A refund liability (included in trade and other payables) is recognised for

‘expected volume discounts payable to customers in relation to sales made until the end of the reporting .

period. No element of financing is deemed present as the sales are made with a credit term of 30 days,

* which is consistent with market practice.

Sale of services

The company provides software support services under fixed price and variable prica 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 rélative to the
total expected labour hours.

. Some contracts include muitiple deliverables, such as the sale of equipment and relatéd instailatlon

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 qbligations, 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 dellvered ‘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 restilting 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.
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UTC Fire & Security UK Limited

Notes to the financial statements |

For the year ended 31 December 2018

1. Accouhtlng Policies (centlnued)

Revenue (continued)

Sele of services (continued) A

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 recogmsed If the

payments exceeds the services-rendered, a contract liability is- recognIsed

If the contract Includes an hourly fee, revenue is recogrised In the amount to which the cornpany has-a
right to invoice. Customers-are invoiced on a monthly basrs and consrderatron is payabIe when invoiced.

Interest income

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
_ tothe 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 recogmtIon .

Penslon costs

Payments to.defined contnbution retirement beneﬂt schemes are recognised as an expense when
employees have rendered service entitling them to the contnbutuons .

For defined benefit retnrement benefit schemes, the cost of providing benefits is determined using the
Projected Unit Credit Method, with actuarial valuations being carried out at the end of each reporting
period. Remeasurement comprising actuarial gains and losses, the effect of the asset ceiling (if applicable)
and the retum on scheme assets (excluding interest) are recognised immediately in the balance sheet
-with a charge or credit to the statement of other comprehensive income'in the period in which they occur.
Remeasurement recorded in the statement of other comprehensive income is not recycled. Past service-
cost is recognised in profit or loss in the period of scheme amendment. Net-interest is calculated by
applying a discount rate to the net defined benefit liabliity or asset. Defined benefit costs are split into
three categories: .

- current service cost, past-service cost and gains and.Iosses on curtailments and eettlemente; -
net-interest expense or income; and |

- remeasurement.

The company presents the first two components ef defined benefit costs INithin adminlstrative-expenses

(see note 6) in the income statement. Curtailments gains and losses are accounted for as past-service

cost. Remeasurements are recorded in the statement of other.comprehensive income.

- Net-interest expense or income is 'recognised' within finance costs (eee note 4).
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UTC Fire & Security UK Limited
Notes to the financial statements

For‘the year ended 31 December 2018

1. Accounting Policles (continued)

Forelgn currency

The financial statements are presented in pounds sterling, which is the currency of the primary economic -

-envuronment in which the Company operates (its functlonal currency).

Transactlons 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 balarice

sheet date are reported at the rates of exchange prevalling at that date. Non-mdnetary 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 except for:

-+ exchange dlfferences on foreign currency borros)vmgs relating to assets under constructroh for-future
* productive use, which are included in the cost of those assets when they are regarded as an’

adjustment to interest costs on those foreign currency borrowings; and

-+ exchange differences on transactlons entered into to hedge certain forelgn currency risks (see below -

under financiatl instruments).

Leases
The company as lessee

Assets held under finance leases and other similar contracts, which confer rights and obligations similar
to those attached to owned assets, are capitalised as tangible fixed assets and are depreciated over the
shorter of the lease terms and their useful lives. The capital elements of future lease obligations are
recorded as liabilities, while the interest elements are charged to the profit and loss account éver the

period of the leases to produce a constant rate of charge on the balance of capital repayments..

outstanding. Hire purchase transactlons are dealt with similarly, except that assets are depreclated over
their useful lives. .

Rentals under operating Iea‘ses are charged on a straight-line basis over the lease term, even if the
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.
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UTC Fire & Security UK Limited
Notes to the financial statements

' For the year ended 31 December 2018

1. Accountlng Policies (contlnued) .
; Flnanclal instruments

A financial instrument is any contract that gives rise to a fi nanclal 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 sheet when 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 ﬁnancnal assets at initial
recogmtion : -

,Flnancial assets at fair value through profit or Ioss or at fair value through other comprehens:ve ’
income

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

. Equnty securities which are not held for trading, and Wthh the company has |rrevocably 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 pnncapal and interest and the objectlve of the
company’s business model is achteved both by collecting contractual cash flows and selling financial
-assets | :

Financial Aassets at amortised cost

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

. the contractual terms give rise to cash flows that are solely payments of principal and interest.
Financlal assets at fair value through profit and loss

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

. equlty investments for which the entity has not elected to recognise fair value gains and losses through
OClI.

Impairment of financial assets
Assets carried ét amortised cost

The company assesses, at the end of each reporting period, whether there is objectlve evidence that a
financial asset or group of financial assets is impaired. :
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UTC Fire & Security UK Limited
Notes tothe financial statements

For the year ended 31 December 2018

1. Accounting Policies (continued)
Trade and other ret:elvab_les

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
noncurrent assets. o

* 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 measuririg expected.credit losses which uses a
lifetime expected loss ailowance 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. -

Credltors

-Credltors are obhgations to pay for goods or services that have been acquired in the ordlnary course of
. business from supplles

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

Borrowings

Borrowings are recognised initiaily 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 i income statement over the period of the borrowmgs using
the effective interest method

Borrowing costs
Ali borrowing costs are recognised in profit or loss In the period in which they are jncurred.
Provisions

Provisions are recognised when the company has a present obligation (legal or constrdctive) 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 a third party, a receivable is recognised as an asset if it is virtually certain that reimbursement will be
received and the amount of the receivable can be measured rellably

Provisions are discounted where the lmpact of discounting is material.
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UTC Fire & Security UK Limited
Notes to the financial statements

For the year-ended 31 December 2018

2. Crltlcal Accounﬂng Judgements and Key Sources of Estlmatlon 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: Thé éstimates and associated assumptions are
based on historical experience and other factors that are considered to be relevant. Actual results may
differ from these estimates. 4

. The estimates and underlylng assumptions are reviewed en"an ongoing basls. 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 penods if the revusmn affects both current and future
periods. . .

 Critical judgements in applying the company s accounting pollcies

The directors believe the fol!owmg to be the critical judgements, apart from those mvolvnng estimations
(which are dealt with separately below), that the dlrectors have made in the process of applylng the
Company's accounting policies. -

~ Key sources of estimation uncertainty

The key assumptions concerning the future, and other key sources of estimation uncertalnty atthe balance
" sheet date, that have a significant risk of causing a material adjustment tothe carrying amounts of assets
and liabilities within the next financial year, are discussed be!ow . :

Useful economic lives of propenles, plant and equipment

The annual depremahon charge for property, plant and eqmpment is sensitive to changes in eshmated
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. Seé note 12 for the carrying amount for the
property plant and equipment, and note 1 for the useful economic lives for each class of assets.

Impalrment of Trade Recelvables

- The company makes an estimate of the recoverable value of trade and other debtors. When assessing
impairment of trade and other recewables management considers factors including the credit rating of the
receivable, the age profile of the receivable and historic experience. See riote 14 for the net carrylng
amount of the receivables and the associated impairment provlsmn

Defined Benefit Pension Scheme

The company has an obllgahon to pay pension benefits to certain employees. The costs of these benefits
and the present value of the obligations depend on a number of factors, including: life expectancy, salary-
increases, asset valuations and the discount rate on corporate bonds. Management estimates these
factors in determining the net pension obligation in the balance sheet. The assumptions reflect historical
experience and current trends. See note 18 for the disclosures of the defined benefit scheme.
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UTC Fire & Security UK Limited
Notes to the financial statements 2018

For the year ended 31 December 2018

2. - Critlcal Accounting- Judgements and Key Sources of Estlmatlon Uncertainty (contlnued)

‘Goo&wlll and Intangible assets

The company establlshes a reliable estimate of the useful life of goodwnll and mtanglble assets arising on -

busmess combinations. This estimate is based on a variety of factors'such as the expected useful life of
the cash generating units to which the goodwill is attributed, any legal, regulatory or contractual provisions
that can limit useful life and assumptlons that market parttcnpants would consider in respect of slmilar
businesses.

Goodwill was tested for impairment using the 5 year cash flow forecast with terminal value at the end. The

revenue forecast used a 2% increase. and profit was adjusted to the profit margin of 4.5 %, which is

. consistent with recent performance. The result of the impairment test was. an excess of £ 731,000 and
therefore no impairment of goodw:ll has been prowded for. .

3. Revenue

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

2018 2017
£'000 £'000
COntInning operations . . |
Sales of goods - ' - 11,691 13,384
' : ‘ . 11,691~ 13,384
An analysis of the Company’s revenue by class of business is set out below:
2018 - 2017
'£'000 £000
Revenue: - : . L
~ Electronic security v 11,691 13,384
' - 11,691 13,384
An anatyeis of the Co.mpany's‘revenue by geographical rnarket is set out below:
' : : o : 2018 2017
£'000 £'000
Revenue: ' :
United Kingdom o ~ 11,691 13384
‘ ' 11,691 13,384
4. Finance income . ' . ' S . 2018 2017
. £'000 - £'000
Interest receivable from group companies . - ' 127
Netfinance income on post retirement benefits - : 81 68

81 198
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~ UTC Fire & Security UK Limited
Notes to the financial statements 2018

‘For the year ended 31 December 2018

5.  Finance Costs . o
- 2018 2017
£000 £000
Interest payab|e to group companles ’ o (51) N (39)
Exchange Ioss on foreign currency borrowings Iess deposrts (net)' (10) (1)
’ (61 - (40)
6. Profit Before Taxation
Profit before taxation is stated after charging: '_ . ' _ 2018 2017
. . : . . : £'000 - £’000~ )
Net foreign exchange losses - included in Finance Costs - 10 1
Depreciation of tangible fixed assets: : - o :
- owned ’ : . : 14 25
Pension scheme administrative costs _ - ' 427 285
Operating lease charges ' - . . - 304 234

Staff costs (see note 8) 3454 - 3,336

7.' " Auditors’ Remuneratlon

Fees payable to PncewaterhouseCoopers LLP for the audlt of the companys annual financial statement
were £7,000 (2017: £6,220). :

Fees payable to PncewaterhouseCoopers LLP for non-audit services to the company were £nil (2017
£nil). .
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'UTC Fire & Security UK Limited
" Notes to the financial -statemén'tsv
For the year ended 31 December 2018

8. Staff Costs _

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

2018

2017
Number Number
Sales S .23 23
Administration 23 23
46 46

The'ir aggregate remuneration corﬁprised:
2018 - 2017
£'000 £'000
Wages and salaries . 2,707 2,784
Social security costs 320 318
. Other pension costs (see note 18) 427 234
- . 3,454 3,336

A 'Other pension costs’ includes only those items included within operating coéts. ltems reported elsewhere

have been excluded. T

9.  'Directors’ Remuneration and Transactions

2017

2018
£000 £'000
Directors’ remuneration
'Er’nolume‘nts _ S 67 144
Company contributions to money purchase pension schemes 3. 10
> : ‘ 70 154
2018 2017
Number Number -
The ndmber of directors who: ,
1 1

Are members of a pension scheme
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UTC Fire & Security UK Limited
Notes to the finar;cial étatements ,

For the year ended 31 December 2018

10.  Tax on Profit

Tax ei_&pense included in profit or loss: . . :
' 12018 2017

" £'000 £'000
Current tax .
UK corporation tax on profits for the year 4
Adjustr;ments in re#pe_ct of prior years . ) _
UK corporation tax - B . B : 26 = —
Total current tax _— : . . - 87 —
Total tax on profit - T Y 4 —

- The.charge for the year can be reconciled to the profit in the statement of comprehensive income as
follows: i . ' ' o .

2018 2017

£'000 £000
Profit before tax . S ‘388 - 623
Tax on profit at standard UK corporaiion tax rate of 19.00% (2017: 19.25%) 74 120
Effects of: A
Expenses not deductible for tax purposes " — .- (21)
Group relief . . . ’ —- . (53)
Amounts not recognised o - . (33) (46)
Adjustments to tax charge in respect of prior years 26 —

Total tax charge for the year | ' - ' - 67 —

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%.
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UTC Fire & Security, UK Limited
Notes to‘-the ﬁAnaAnciaI statemen‘tis
For the year ended31 Decemb_er 2018
10.  Tax on Profit (continued) - ‘
-. Un;rrovlded deferred taxation ‘

The Company has not recognlsed a deferred tax asset of £282 580 (2017: deferred tax asset £239 000)
due to uncertaintieés over the timing and nature of future taxable profi ts : :

The unprovided deferred taxation assets/(llabllltles) are set out below: . :
' ‘ 2018 2017

£'000 £'000

 Retirement benefit obligations _ o E L @r)y o (573)
Contribution to pension - i . v 528 528
Tax losses o : o ‘ - 163 214

Accelerated-tax depreciation - - - 61 70
Deferred tax asset . o o . . 281 239
11.  Intangible Assets . = . ' : <

' ’ . Goodwill

A , £'000
Cost _ , '

.At 1 January 2018 , C : 6,636
At 31 December 2018 : ‘ ' 6,636
Net book value _ .

At 31 December 2018 o ' ' ' 6,636

At 31 December 2017 . ’ . 4 6,636

Goodwill was reviewed for |mpamnent The result of the |mpa|rment test was an excess compared to the
goodwill net book value, hence the goodwill was not |mpa|red "

The company does not amortise goodwill in accordance with the requirements of IFRS as applied under - -
FRS 101. Instead an annual impairment test is performed and-any impairment that is identified is
recognised in the income statement. The non-amortisation of goodwill conflicts with paragraph 22 of
Schedule 1 to The Large and Medium-sized Companies and Groups (Accounts and Reports) Regulations
- 2008 (S1 2008/410), which requires acquired goodwill to be written off over its useful economic life. As
* such, the non-amortisation of goodwill is a departure, for the overriding purpose of giving a true and fair
view, from the requirement of paragraph 22 of Schedule 1 to the Regulatlons

It is not possnble to quantify the effect of the departure from the Companies Act, because a finite life for
the goodwill has not been identified. However, the effect of amortising over a useful life of 10 years would
be a charge of £0.7 million (2017: £0.7 million) against operating profit and a reduction of £0.7 million
(2017: £0.7 million) in the carrying value of- goodwnll in the balance sheet
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UTC Fire & Security UK Limited

Notes to the financial statements

For the year ended 31 December 2018

12. Property, Plant and Equipment

Plant and ‘ Total
machinery ' C
: £'000 £000
Cost
At 1 January 2018 479 479
Additions 9 9
At 31 December 2018 88 488
Accumulated depreciation
" At1 January 2018 444 444
Depreciation 14 14
At 31 December 2018 458 458
Net book value
At 31 December 2018 30 30
At 31 December 2017 . .35 35
13.  Inventories 2018 2017 -
£'000 £'000
Finished goods and goods for resale 273 282
. “ ' 273 282

In the opinion of the dlrectors there is no material dlfference between the net book value and replacement

cost of stocks at 31 December 2018 and 31 December 2017.

14. Debtors

Amounts falling due within one year:

2018

2017
“£'000 £'000
Trade recelvables ) 1,658 - 2,611
Amounts owed by group undertakings 509 1,085
Other receivables 41 39
Prepayments and accrued income 13 49
2,221 3,784

- Trade receivables are stated after provision for impainnent of £27,552 (2017: £11,744).

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

are repayable on demand.
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For the year ended 31 December 2018

15.  Creditors Amounts Falling Due Within One Year

2018 2017 .
£'000 ‘£'000
‘Bank loans and overdrafts R N ' — 4
Trade creditors - o o . 63 30
" Amounts owed to group undertaklngs ’ ' . - 4,306 5,798
Other taxation and social security : : . 320 558
Accruals and deferred income 4‘ S 537 898
Income Tax payable . o , : 67 —
' S ' ' : 5,293

7,288.

Included in amounts owed to group undertakings is £4,169,898 (2017: £4,451 502) which is unsecured
incurs Interest .1.0% (2017 1.0%), has no fixed date of repayment and is repayable an demand.
Remaining amounts are unsecured interest free, have no fixed date of repayment and are repayable on

demand.

16. 'Called Up Share Capltai

Ordinary shares

2018 2017
S - £'000 £'000
Allotted and fully-paid o .
5,501,001 (2017: 5,501,001) ordinary shares of £1 (2017: £1) each 5,501 5,501
'5,501 5,501

17. Flhanciél COmmitmeh'ts

At the balance sheet date, the company had outstandmg commitments for future minimum lease payments-

under non- cancellable operating Ieases which fall due as follows:

2017

2018
£'000 £'000
. Within one year - ’ o e 78 78
Between two and five years . S ‘ 67 145

: : - — 135

223
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UTC Fire & Security UK Limited
Notes to the financial statements

For the year ended 31 December 2018

18.  Retirement Benefit Schemes

Defined benefit schemes

The company had a defined benefit scheme UTC (UK) Pension Scheme for qualifying employees. The
defined benefit scheme is administered by a separate fund that is legally.separated from the company.
The trustees of the pension fund are required by law to act in the interest of the fund and of all relevant
stakeholders in the scheme. The trustees of the pension fund are responsible for the investment policy
with regard to the assets of the fund. The'scheme is closed to new members and open for future accruals .

Under the Kidde Section, the majority of employees are entitied to post—retlrement 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 gross pay in the tax year prior to the effective
date, excluding bonusés and commvssuons for that tax year plus an average of bonuses and commissions
over three tax years

The scheme typically exposes the company to actuarial rieks s"uch as: investment risk, interest rete risk,
- longevity risk and salary risk. The risk relating to benefits to be paid to the dependents of scheme members
is re-insured by an external insurance company.

Asset volatlllty The present value of the defined beneﬁt scheme liability is calculated using a
discount rate determined by reference to high quality corporate bond yields;
if the retum on scheme asset is below this rate, this could lead to deterioration
" “lin the Scheme's funding level, all other things being equal. Currently the
scheme has a relatively balanced investment in equity securities, debt
instruments and real estate. Due to the long-term nature of the scheme
liabilities, the trustees of the pension fund consider it appropriate that a
reasonable portion of the scheme assets should be invested in equity
securities and in real estate to leverage the expected return generated by the
-fund. :

) Chenge in bond ylelds  |A decrease in the bond interest rate will increase the scheme Inablllty but this
. could be expected to be partially offset by an increase in the return on the {
scheme’s debt investments.

Life expectancy » . |The present value of the defined benefit scheme liability is calculated by
reference to the best estimate of the mortality of scheme participants both
during and after their employment. An increase in the life expectancy of the
scheme participants will increase the scheme's liability. .

Salary risk The p‘reserit value of the defined benefit scheme liabillty is calculated by
‘ reference to the future salaries of scheme participants. As such, an increase
in the salary of the scheme participants will increase the scheme’s liability.

Inflation risk * | The pension obligations-are linked to inflation, and higher inflation will lead to
’ higher liabilities (although, in most cases, caps on the level of inflationary
increases are in place to protect the scheme against extreme Inflation).
Elements of the-scheme's assets are either unaffected by (fixed -interest
bonds) or loosely correlated with (equities) inflation, meaning that an increase
in inflation could also lead to a deterioration in the funding position. .

No other post-retirement benet~ ts are provided to these employees

‘A full actuanal valuation of the UTC (UK) Pension Scheme as at 31 December 2015 was made by Barnett
Waddingham, an independent firm of actuaries, using the projected unit methed. Full actuarial valuations
of the scheme are carried out every three years. This valuation was updated as at 31 December 2018 by
Willis Towers Watson, another independent firm of actuaries. The present value of the defined benefit
liability, and the related current service cost and past service cost, were measured using the projected unit
credit method. :
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18.  Retirement Benefit Schemes.(continued)

The liability and asset figures, as well as benefit payments and- expenses have been allocated to each
employer by percentage liability based on the pension membership census data as at 31 December 2017.
This allocates the liabilities to the relevant company that the pension member Is associated with. The
employee contributions and service cost were allocated using the census data, but only the current
employees at the time of the census who are members of the pension scheme were included.

Employer contributions for 2018 have been allocated in accordance with the actual split of contributions
paid by each employer.

The pnncipal assumptlons used for the purposes of the actuarial valuations were as follows:

2018 - 2017
% n %
" Key assumptions used: . : . . S
Discount rate(s) : : ‘ o 2.76% © 2.50%
- Expected rate(s) of salary increase ) . - . 3.00% - . 3.00%
Rate of inflation : ’ . . . 2.25% 2.25%
Expected rate of increase of pens:ons in payment 1.95%-3.00% 1.95%-3.00%
* Average Iongevnty at age 65 for current pensuoners (years)" _ ’ )
Male . ¢ 21.2 211
Femals - 23.7 237
Average longevity at age 45 for current employees (future pensioners)
(years)* v ' . .
Male . : ' 22,6 . 228
Female : ‘ 25.2 256

* Based on standard mohality table with modifications to reflect expected changes in mortality.

A Amounts recognised in income in respect of these defined benefit schemes are as follows:
' 2018 2017

‘ £000  £000
Service and-Administrative Cost ' '
Current Sew!ce cost _ . 257 179
Past service cost - : o : . 114 -
Administration cost _ 56 : 55°
Interest income : ) ~(81) . {68)
: ' ' 346 166

Of the expense (servlce and administration cost) for the year £nit (2017: £nil) has been included in the
income statement as cost of sales and £427,000 (2017: £234,000) has been included In administrative
- expenses. The net interest income has. been included within finance income (see note 4). The
remeasurement of the net defined benefit liability is included in the statement of other comprehensive
income.
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18. Retirement Beneﬂt Schemes (coﬁtinued') _

The amount Included in the balance sheet arising from the company‘s obligat!ons in respect of its defined

* benefit retirement benefit schemes is as follows:

2018 2017
£'000 £'000
Present value of defined benefit obligations - A A (22,767)  (22,458)
Fair value of scheme assets 25,540 25,830
Funded status . - ' ' 2,773 3372
-Net asset arising from defined beneﬂt obligatlon ’ ' L 2,773 3,372
Movements in the present value of deﬁned beneﬁt obhgatnons inthe year were as: follows
o 2018 2017
£0000  £000
Opening defined benefit obligation ' _ (22,458)  (22,024)
Current service-cost *~ C - ' o (257) -(179)
Past service cost _ _ (114) —
Interest cost : ' o o (550) (581)
Remeasurement gams

Actuarial gains and losses ansing from changes in demographic :

assumptions ' . 133 —

Actuarial gains and losses arising from changes in ﬁnancnal 9 4ﬁ (595)

assumptions . ) )

Actuarial gains and losses arising from experience adjustments (1,871) —
Benefits paid ’ . : ' : . 1,410 921
Closing defined benefit obllgatlon . (22,767)  (22,458) .

Movements in the fair value of scheme assets in the year were as follows:
‘ ' ' ’ 2018 2017
£'000 £'000
' Opening fair value of scheme assets e - 25,830 24,657
Interest income . ' ' 631 " 649
Remeasurement gains/(losses): ' -

The return on scheme assets (excluding amounts included in net

interest expense) . _ 296 1,249
Contributions from the employer : ‘249 251
Benefits pald ' : ,  (1,410) (921)
Administrative costs paid - S _ (56) (55)
Closing fair value of scheme assets - 25,540 25,830
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18.  Retirement Benefit Schemes (continued)

. The major categories and fair values of scheme assets at the end of the reporting year for each category '
are as follows .

2018 . 2017

£000  £000
Cash and cash equivalents _ - S 630 3410
Equity instruments : o - 5,363 5,295
Debtinstruments o o 1,723 8,679
Property - - S - . 766 .. 672
Other . R : L .© 6998 . 7775

Total : ' — ' 25,540 25.830.

The actual 'retum'on scheme assets was £296,000 (2017: E1-.249,0(_)0).

The value of the assets of the UTC (UK) Pension Scheme as at 31 December 2018 have been epporiioned
to each of the business entities in accordance with their share of the total scheme defined benefit
obligations as at 31 December 2018. ‘ ' '

Signiﬁcent actuarial assumptions for the determination of the d'e'ﬂned benefit obligation are discount rate,
expected salary increase and mortality. The sensitivity analyses below have been determined based on

" _reasonably possible changes of the respective assumptlons occurring at the end of the reporting period,

while holding all other assumptrons constant

Impact on defined benefit obligation

. Changein Increase in Decrease in assumption
- . : assumption i .
Discount rate ' : ' 0.1% Decrease by 2.0%  Increase by 2.0%
Salary growth rate 1.0% increase by 1.0%  Decrease by 1.0% -
 Price inflation : o 0.1%  Increase by 1.0%  Decrease by 1.0%
Life expectancy . 1 year Increase by 4. 0%  Decrease by 4.0%

The sensitivity analysis presented above may-not be representative of the actual change in the defined
benefit obligation as it is unlikely that the change in assumptlons would occur in isolation of one another
as some of the assumptlons may be correlated. . :

In presentmg the above sensitivity analysis, the present value of the defined benefi t obllgatlon has been
calculated using the projected unit credit method at the end of the reporting period, which is the same as
that applied in calculating the defined benefit obligation liability recognlsed in the statement of fi nancual
position. .

There was no change in the methods and assumptlons used in preparing the sensrtlwty analysis from prior .-
years. -

" The Company expects to make a contnbutron of £256 000 (2018 £249 000) to the defined benefit scheme
durlng the next financial year ,
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19.  Contingént Liabilitles
The Company is party to a UTC group revolvmg credlt facllity W|th its relatlonshlp bankers.

The Company has no other contingent liabilities at 31 December 2018 (2017 £ ml)

20. Subsequent Events

There have been no signif‘rcant events since the balance sheet date.

‘21, Controlling Party
The company’s immediate parenf undertaking Is Kidde UK.

. “The company's ultimate parent undertaking and contro!llng party is United Technologles Corporatlon a
company lncorporated in the Unrted States of America.

United Technologles Corporahon is the smallest and largest group to consolidate these fi nancral
statements. :

- Copies of the Unlted Technologles Corporatlon group financial statements are publicly avallable and can
" be obtained from www. utc.com ' .
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