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Ingersoll Rand Security Technologies Limited

Directors' report
for the year ended 31 December 2010

The directors present their annual report and the audited financial statements of the Company for the year
ended 31 December 2010

Business review and principal activities

The Company 1s engaged with the production, specification and supply of a wide range of branded
architectural products for the building industry, principally in non-ferrous metal and plastic Thus 1s classed as
one segment of the business

Despite the challenging economic chimate that was expenienced in 2010 the Company continued to hold and
grow 1ts market share 1n its core areas while maintaming its gross profit margins by continuing ts tight control
over costs The directors are confident that the company 15 1n a position to respond when the market recovers

Business review

The Company made an operating loss of £36 4 million (loss 2009 £1 8 mullion) Loss on ordinary activities
before tax for the year 1s £37 3 mullion (loss 2009 £1 3 mihon), and after taxation charge of £8 4 mullion
(2009 credit £0 7 muilion), loss for the year amounts to £28 9 mullion (loss 2009 £0 6 million)

Prior to | December 2010, the Company paid an amount of £5 3 mullion to the Ingersoli-Rand Holdings
Limuted Retirement Benefits Plan (1974) (2009 £5 3 mullion) of which the Company 15 a part of The payment
related to the plan for funding the current deficait In December 2010, the company took on the Company’s
share of the hiability of the scheme within the statutory accounts leading to a further recognition, and one off
exceptional item, of £35 5 mullion

During the year the company also purchased the business, assets and undertaking of Interflex Time & Access
Limuted The Interflex Tume & Access business has been merged within continuing trade of Ingersoll Rand
Secunty Technologies Limited going forward

The directors have continued to nutigate reduction 1 volume by keeping tight control of costs and were able to
maintain operaticn profitability

The directors believe that the Company has exited the year in a strong position and will be able to react to
obtain market share and to grow 1its current product areas

The Ingersoll Rand brand name and the Company’s excellent customer relationships and reputation for quality
has enabled the Company to grow 1ts market share during the year and this 1s set to continue into 2011

Key performance indicators (KPIs)

Given the straightforward nature of the business, the Company’s directors are of the opimon that analysis using
KPIs 1s not necessary for an understanding of the development, performance or position of the business

Dividends
No dividends have been paid or declared for 2010 (2009 £mil)
Research and development

The Company continues to invest in research and development of new products and technology to mantamn its
competitive advantage over 1ts competitors  All costs are charged to the profit and loss account at the ume
they are incurred




Ingersoll Rand Security Technologies Limited

Directors' report
for the year ended 31 December 2010 (continued)

Future outlook

The company continues to drive efficiencies where possible utilizing tools such as Lean Six Sigma and
engages 1deas for improvement from all employees The business and will continue with 1its current strategy for
increased sales and market share

Principal rnisks and uncertainties
The management of the business and the execution of the Company’s strategy are subject to a number of nisks

The key business nisks and uncertainties affecting the Company are considered to relate to compeution from
both natonal and independent manufacturers/distnbutors, employee retention and new technologies The
Company’s stralegy for combating these risks 1s to continually invest in research and development of new
technology and product innovations together with investing 1n employees and mawntaimng an excellent
working environment

Financial risk management policies and objectives

The Company’s operations expose 1t to a number of financial nsks that include price nisk, credit nsk, hquidity
risk, interest rate nsk and cash flow nisk Given the size of the Company, the directors have not delegated the
responsibility of monitoring financial nsk management to a sub-commuttee of the board The policies set by the
board of directors are implemented by the Company’s finance department as required

Price risk

The Company 1s exposed to commodity price nisk as a result of 1ts operations However, given the size of the
Company’s operations, the costs of actively managing exposure to commodity price nsk exceed any potential
benefits The directors will revisit the appropriateness of this policy should the Company's operations change
in size or nature The Company has no exposure to equity securities price risk as it holds no listed or other
equity investments

Credit rnisk

The Company has implemented policies that require appropnate credit checks on potential customers before
sales are made Often new customers are given cash accounts, then rmugrate to credit accounts once a payment
history 15 established The Company uses third party online credit evaluations as well as Companies House
mformation, including latest financial statement submussions

Liquicity risk

The Company actively manages its working capital requirements to ensure 1t has sufficient funds for 1ts
operations The Company has actively reduced 1ts stock holding over the last year to free cash locked in
inventory, this together with continued monitoring of cash collection on receivables and the Company’s cash
rich situation has mutigated any hquidity nsk - The requirement for medium to long term debt finance will be
reviewed by the board of directors based on the Company’s forecast requirements

Interest vate and cash flow risk

The Company has both interest bearing assets and interest bearing habilities The Company has a policy of
mamntaining short term deposits and cash balances at a level sufficient to fund 1ts operations The directors will
revisit the appropriateness of this policy should the Company’s operations or cash balances change 1n size or
nature
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Directors’ report
for the year ended 31 December 2010 (continued)

Directors

The following have been directors of the Company during the year and up to the date of signing the financial
statements

J D Stanley
C J Crampton
P Mares {(appointed 12 January 2011)

Charitable donations
Contributions were made to chanities 1n the year to the value of £300 (2009 £ml)
Employment policies

The Company 1s commutted to employment policies, which follow best practice, based on equal opportumties
for all employees, irespective of sex, race, colour, disability or martal status  The Company grves full and
fair consideration to applications for employment from disabled persons, having regard to their particular
aptitudes and abilines Appropriate arrangements are made for the continued employment and training, career
development and promotion of disabled persons employed by the Company If members of staff become
disabled the Company continues employment, exther in the same or an alternative position, with appropnate
retraining being given 1f necessary

Employee involvement

The Company systematically provides employees with information on matters of concern to them, consulting
them or their representatives regularly, so that their views can be taken into account when making decisions
that are likely to affect their interests

The Company encourages the mvolvement of employee's by means of regular monthly calls where employees
are free to raise questions and voice comments to the directors and management of the Company on any 1ssue
they feel relevant The Company also holds annual conferences with all of its employees where there 1s a
review of the current and prior year’s performance together with future goals and objectives of the business
Employees are also free to ask any questions and comment direct to the directors of the Company in small
informal groups

The Company also holds biannually reviews for each employee with their direct manager Thus forum 1s used
to address any 1ssues and concerns from the employee and from the Company and 1s also used to help 1dentify
and encourage individual growth and development of the employee as well as 1dentify any traming needs that
the Company can accommodate

The Company operates an employee engagement survey each year to gather feedback and recommendations
from employees and the directors of the business then review these findings and authorise any appropriate
action to be taken

Statement of directors’ responsibilities in respect of the Annual Report and the financial statements

The directors are responsible for preparng the Directors’ Report and the financial statements 1n accordance
with applicable law and regulations




Ingersoll Rand Security Technologies Limited

Directors' report
for the year ended 31 December 2010 (continued)

Statement of directors’ responsibilities in respect of the Annual Report and the financial statements
{continued)

Company law requires the directors to prepare financial statements for each financial year Under that law the
directors have prepared the financial statements 1n accordance with Umted Kingdom Generally Accepted
Accounting Practice (Umited Kingdom Accounting Standards and applicable law) Under Company law the
directors must not approve the financial statements unless they are sausfied 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 smtable accounting policies and then apply them consistently,
e make judgements and accounting estimates that are reasonable and prudent,

» state whether applicable UK Accounting Standards have been followed, subject to any matenal
departures disclosed and explained in the financial statements,

e  prepare the financial statements on the going concern basis unless 1t 1s nappropnate to presume that
the Company will continue 1n business

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

Statement of disclosure of information to auditors

In accordance with Section 418 of the Compames Act 2006, directors’ reports shall mclude a statement, in the
case of each director 1 office at the date the directors’ report 1s approved, that

e so far as the director 1s aware, there 1s no relevant audit informanion of which the Company’s auditors
are unaware, and

o he has taken all the steps that he ought to have taken as a director m order to make himself aware of
any relevant audit information and to establish that the Company’s auditors are aware of that
information

Independent auditors

The Company’s auditors PricewaterhouseCoopers LLP have expressed their willingness to continue n office
and a resolution for their appointment has been proposed at the annual general meeting

By order of the board

CIC’):&:@SQOH

CJ Crampton
Director
30 September 2011
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Ingersoll Rand Security Technologies Limited

Independent auditors' report to the members of Ingersoll Rand Security
Technologies Limited

We have audited the financial statements of Ingersoll Rand Secunty Technologies Limuted for the year ended
31 December 2010 which compnise of the Profit and Loss account, the Balance Sheet, the Statement of Total
Recogmised Gains and Losses, Reconcilhation of Movements in Total Shareholders’ Funds and the related
notes The financial reporting framework that has been applied in their preparation 1s applicable law and
Umited Kingdom Accounting Standards (United Kingdom Generally Accepted Accounting Practice)

As explained more fully in the Directors’ Responsibilities Staternent set out on page 4 and 5 the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and fair
view Our responsibility 1s to audit and express an opimon on the financial statements 1n accordance with
applicable law and International Standards on Auditing (UK and Ireland) Those standards require us 1o
comply with the Auditing Practices Board’s Ethucal Standards for Auditors

This report, ncluding the opinions, has been prepared for and only for the company’s members as a body 1n
accordance with Chapter 3 of Part 16 of the Compames 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 persen to whom
this report 18 shown or into whose hands 1t may come save where expressly agreed by our prior ¢consent in
wriiing

Scope of the audit of the financial statements

An audit involves obtaimng evidence about the amounts and disclosures 1n the financial statements sufficient
to give reasonable assurance that the financial statements are free from matenal msstatement, whether caused
by fraud or error This includes an assessment of whether the accounting policies are appropnate to the
company’s circumstances and have been consistently applied and adequately disclosed, the reasonableness of
sigmificant accounting estimates made by the directors, and the overall presentation of the financial statements
In addition, we read all the financia! and non-financial information 1n the financial statements to identify
matenal inconsistencies with the audited financial statements 1f we become aware of any apparent material
misstatements or inconsistencies we consider the implications for our report

Opimon on financial statements

In our opinion the financial statements

e give a true and fair view of the state of the company’s affairs as at 31 December 2010 and of 1ts loss for
the year then ended,

¢ have been properly prepared in accordance with Umted Kingdom Generally Accepted Accounting
Practice, and

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

Opimon on other matter preseribed by the Compames Act 2006

In our opinton the information given 1n the Directors’ report for the financial year for whuch the financial
statements are prepared 15 consistent with the financal statements
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Independent auditors' report to the members of Ingersoll Rand Security
Technologies Limited (continued)

Matters on which we are required to report by exception

We have nothing to report in respect of the following matters where the Compares Act 2006 requires us to
report to you 1f, 1n our opinion
e adequate accounting records have not been kept, or returns adequate for our audit have not been received
from branches not visited by us, or
the financial statements are not 1n agreement with the accounting records and returns, or
certain disclosures of directors’ remuneration specified by law are not made, or
we have not recerved all the information and explanations we requure for our audit

Stephen Hale (Semor Statutory Auditor)

For and on behalf of PricewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors
Bimungham

30 September 2011




Ingersoll Rand Security Technologies Limited

Profit and loss account
for the year ended 31 December 2010

2010 2009

Note £'m £'m
Turnover 2 50.5 504
Net operating expenses — excluding exceptional 1tems 3 (51.4) (522)
Exceptional operating expenses 3 (35.5) -
Total operating expenses 3 (86.9) {52 2)
Operating loss 3 (36.4) (18
Amounts written off investments 12 (0.8) -
Interest receivable and sumilar income 4 - 05
Other finance expenses 5 (0.1) -
Loss on ordmary activities before taxation 7 37.3) (13)
Tax on loss on ordinary activities 8 8.4 07
Loss for the financial year 19 (28.9) (0 6)

All activaties duning 2010 and 2009 have been denved from continuing operations

The Company has no recogmised gains and losses other than those disclosed 1n the profit and loss account

above, therefore no separate statement of total recognised gams and losses has been presented

There are no differences between the loss on ordinary activities before taxation and the loss for the financial

year stated above and thewr hustoric cost equivalents




Ingersoll Rand Security Technologies Limited

Balance sheet
as at 31 December 2010

2010 2009
Note £m £'m
Fixed assets
Tangible assets 11 22 23
Investments 12 16.4 158
18.6 181
Current assets
Stock 13 3.9 44
Debtors 14 135.8 118 4
Cash at bank and in hand 56.8 34 8
196.5 1576
Creditors - amounts falling due within one year 15 (109.6) (104 5)
Net current assets 86.9 531
Total assets less current habilities 105.5 712
Creditors - amounts falhng due after more than one year 15 (15.8) (15 8)
Provisions for habilities 16 0.8) 06)
Net assets excluding pension hability 88.9 54 8
Pension liability (net of related deferred tax) 10 (14.2) -
Net assets including pension hability 74.7 54 8
Capital and reserves
Called up share captal 18 322 322
Share premium account 19 55.0 100
Revaluation reserve 19 27 27
Capital redemption reserve 19 0.9 09
Profit and loss account 19 (16.1) g0
Total shareholders’ funds 74.7 548

The financial statements on pages 8 to 31 were approved by the board of directors on 30 September 2011 and

were signed on its behalf by

oS e~

CJ Crampton — Director
Ingersoll Rand Secunity Technologies Limited (Registered Number, 29131)

e mmm




Ingersoll Rand Security Technologies Limited

Statement of total recognised gains and losses
for the year ended 31 December 2010

2010 2009
Note £'m £f'm
Loss for the financial year 19 (28.9) (0 6)
Actuarial gain on pension scheme 10 5.2 -
Movement on deferred tax relating to pension deficit (1.4) -
Total recogmsed losses relating to the year (25.1) (06)




Ingersoll Rand Security Technologies Limited

Reconciliation of movements in shareholders’ funds

for the year ended 31 December 2010

2010

2009
Note £'m £'m
Loss for the financial year 19 (28.9) {0 6)
Increase 1n share premium 19 45.0
Actuarnial gain on pension scheme 10 5.2 -
Deferred tax effect of actuanal gain (1.4) -
Net additions / (reduction) to shareholders’ funds 19.9 {06)
Opening shareholders’ funds 54.8 554
74.7 548

Closing total shareholders’ funds
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Ingersoll Rand Security Technologies Limited

Notes to the financial statements
for the year ended 31 December 2010 - R

1 Accounting policies

Basis of accounting

The Company’s financial statements are prepared on the going concern basis under the historical cost
convention modified to mclude certain assets at a valuation and 1n accordance with the Companies Act 2006
and applicable accounting standards m the Umted Kingdom A summary of the principal accounting policies,
which have been applied consistently, 1s set out below

By virtue of Section 401 of the Company’s Act 2006, the Company 1s exempt from submutting Group
accounts Consohdated accounts are prepared by the ultimate holding company, Ingersoll-Rand Plc Copties of
consolidated accounts may be obtamned as detailed 1 note 23

Cash flow statement

The Company has not prepared a cash flow statement as 1ts cash flows for the year will be included in the
consohdated cash flow statement of its ultimate parent Company, Ingersoll-Rand Ple, 1n accordance with FRS
Number } (Revised 1996)

Foreign currencies

All transactions denorunated 1n foreign currencies are translated into Sterhing at the actual rate of exchange
ruling on the date of the transaction Monetary assets and habilities, including long term hiabihities, in foreign
currencies are translated into sterling at rates of exchange ruling at the balance sheet date  All exchange
differences arising are dealt wath m the profit and loss account

Turnover

Turnover represents the amounts receivable for the provision of goods and services falling within the
Company's ordmary activities, excluding value added tax Turnover 1s recognised upon delivery of goods and
services 1o customers

Leased assets

When fixed assets are financed by leasing agreements which give nghts approximating to ownership the assets
are treated as if they had been purchased and the capital element of the leasing commutments 1s shown as
obligations under finance leases The rentals payable are apportioned between 1nterest which 1s charged to the
profit and loss account, and capital, which reduces the outstanding obligations Operating lease rentals are
charged to the profit and loss account on a straight-lime basis over the term of the lease

Provisioning policy

Provisions are recogmised on the balance sheet when the Company has a present, legal or constructive
obligation as a result of a past event and 1t 1s probable that an outflow of economc benefits will be required to
settle the obligation

These provisions are measured at the present value of the expenditure expected to be required to settle the
obligation using a pre-tax rate that reflects current market assessments of the time value of money and the risks
specific to the obligation




Ingersoll Rand Security Technologies Limited

Notes to the financial statements
for the year ended 31 December 2010 (continued)

1 Accounting policies (continued)
Depreciation of tangible fixed assets

Tangible fixed assets are stated at hustoric purchase cost less accumulated depreciation and where appropriate a
provision for impairment 15 made

The histonc cost includes the onginal purchase price of the asset and the cost attributable to bringing the asset
to 1ts working condition for 1its intended use

Depreciation is provided on all tangible fixed assets on a straight-line basis to write off the cost of those assets
over therr estimated useful lives The principal rates of depreciation are as foliows

Freehold buildings 2%
Plant and equipment 10% - 33 75%

Fixed asset investments

Shares mn subsidiary undertakings are stated at thewr underlying net asset value determined under these
accounting policies

Impairment

At each balance sheet date the Company reviews the carrying amount of its tangible fixed assets to determine
whether there are any indicators of impairment If indicators of impaument exist then the recoverable amount
of an asset 1s estimated and 1f this 1s less than its carrying amount, the difference 1s recogmsed 1n the profit and
loss account as an impairment loss

Stock

Stock 15 valued at the lower of standard cost, which 1s updated from latest records/price hsts and estimated net
realisable value Cost of fimished goods and work 1n progress comprises materials, direct labour and an
appropnate proportion of overhead expenses Net realisable value 1s the prnice at which stocks can be sold in the
normal course of business after allowing for the costs of realisation Provisions are made, where necessary, for
obsolete, slow moving and defective stocks

Deferred taxation

Deferred tax 1s recogmsed m respect of all iming differences that have onginated but not reversed at the
balance sheet date, where transactions or events that result n an obligation to pay more tax in the future or a
right to pay less tax n the future have occurred at the balance sheet date

A net deferred tax asset 1s recogmsed as recoverable and therefore recognised only when, on the basis of all
available evidence, 1t can be regarded as more likely than not that there will be sutable taxable profits against
which to recover carned forward tax losses and from which the future reversal of underlying timing differences
can be deducted

Deferred tax 1s measured at the average tax rates that are expected to apply 1n the periods 1 which the timing
differences are expected to reverse, based on tax rates and laws that have been enacted or substantively enacted
by the balance sheet date Deferred tax 1s measured on an undiscounted basis

Research and development

Expenditure on research and development is charged to the profit and loss account 1n the financial year in
which 1t 15 incurred

Acquisition of trade and assets

On 31 December 2010 the Company acquired the trade and assets of 1ts subsidiary undertaking, Interflex Time
& Access Limited The transaction met the ¢cniteria of a group reconstruction under FRS 6 *Acquisitions and
Mergers’and has been accounted for under merger accounting principles  Accordingly the assets and habilities
acquired are included at acquisition at the book values at which they were previously held

13




Ingersoll Rand Security Technologies Limited

Notes to the financial statements
for the year ended 31 December 2010 (continued)

1 Accounting policies (continued)
Pension costs

The Cornpany operates two pension schemes which are held 1n the name of Ingersoll-Rand Holdings
Retirement Benefits Plan

A defined contribution pension scheme 1s operated and 15 open to new employees The contributions of which
are charged to the Company’s profit and loss account 1n the year i respect of which they become payable

The Company 1s a member of a group defined benefit scheme which 1s closed to new employees As explained
further 1n Note 10, the Company accounted for this scheme as a defined contribution scheme until 1 December
2010 From this date the basis of responsibility and future funding for the assets and liabilities of the scheme
was agreed, which enabled a reasonable basis for determuning the share of the assets and liabilities attnbutable
to the Company Accordingly, from this date the company has accounted for the scheme as a defined benefit
scheme and the imitial recogmition of the net pension deficit at that date and the associated deferred tax asset
has been recogrised 1n the profit and loss account for the year

Under defined benefit scheme accounting, the amounts charged to operating profit are the current service costs,
excluding the costs of servicing the investments, and gains and losses on settlements and curtailments They
are included within staff costs and charged or credited to the statutory profit and loss account headings to
which they relate Past service costs are recogmsed immedately i the profit and loss account 1f the benefits
have vested If the benefits have not vested immediately the costs are recognised over the period unul vesting
occurs The interest cost, the cost of servicing the investments and the expected return on assets are shown as a
net amount of other finance costs or credits adjacent to interest Actuarial gains and losses are recogmsed
immediately n the statement of total recogmsed gains and losses

The assets of the scheme are held separately from those of the company, in separate trustee admunistered funds
Pension scheme assets are measured at fair value and liabilities are measured on an actuanal basis using the
projected unmit method and discounted at a rate equivalent to the current rate of return on a high quality
corporate bond of equivalent currency and term to the scheme habilities The actuarial valuations are obtained
at least trienmially and are updated at each balance sheet date

The resulting defined asset or liability, net of the related deferred taxation, 1s presented separately after other
net assets on the face of the balance sheet

2 Turnover

Turnover by destination 2010 2009
£'m £m
Umted Kingdom 38.8 423
Rest of the World 11.7 81
50.5 504

A men

-

- an



Ingersoll Rand Security Technologies Limited

Notes to the financial statements
for the year ended 31 December 2010 (continued)

3 Operating loss

2010 2009

£'m £'m
Turnover 50.5 504
Cost of sales (37.0) (380)
Gross profit 13.5 124
Distribution costs (4.8) (4 8)
Admunistrative expenses (including exceptional costs) (45.1) (94)
Operating loss (36.4) (13

Exceptional costs of £35 5 mullion have been mcurred relating to the recognition of the Company’s share of the

pension scheme deficit at 1 December 2010, as detailed further in Note 10

4 Interest receivable and similar income

2010

£'m

2009

£'m

Interest receivable from group undertakings

Interest recervable (external)

01

04

Net interest recetvable

05

Interest recervable (external) comprises thurd party interest received from the Company’s bank relating to 1ts

cash deposits held

5§ Other finance expenses

2010 2009
£m £'m
Other finance expenses 0.1 -

Other finance expenses comprises of the interest costs relating to the pension scheme, less the expected return

on pension scheme assets (Note 10)




Ingersoll Rand Security Technologies Limited

Notes to the financial statements
for the year ended 31 December 2010 (continued)

6 Acquisition of trade and assets

Dunng the year the Company acquired the share capital of Interflex Time & Access Limuted (‘Interflex”)
from a fellow subsidiary undertaking for €1 The Company also acquired from the group undertaking a
receivable from Interflex at agreed value of £1 4 mullion The Company subsequently waived thas loan to
Interflex and the amount has been included 1n the cost of Investment of the subsidiary

As at 31 December 2010 the Company acquired the trade, assets and undertaking of Interflex at book value
and has accounted for this combination using merger accounting

The net assets transferred were as below

£m
Fixed assets -
Stock 01
Accounts receivable 02
Cash at bank and 1 hand 01
Accounts payable {02)
Deferred taxation 04
Net assets 06




Ingersoll Rand Security Technologies Limited

Notes to the financial statements
for the year ended 31 December 2010 (continued)

7 Loss on ordinary activities before taxation

2010 2009

£'m £m
Loss on ordinary activities before taxation 1s stated after charging
Depreciation of tangible fixed assets — owned assets (note 11) 0.1 02
Auditor’s remuneration — audi services 0.1 01
Research and development 1.0 09
Pension costs under defined contribution scheme accounting (note 10) 5.9 59
Operating lease rentals — plant and machmery 0.6 05
Operating lease rentals — other 0.9 10
Foreign exchange loss 0.2 01

Tax on loss on ordinary activities

2010 2009

£'m £'m
Current tax at 28% (2009: 28%)
UK corporation tax on loss of the pernod - -
Adjustments 1n respect of prior periods - on
Total current year tax - on
Deferred tax.
Current year (8.1) omn
Adjustments 1n respect of prior periods (0.3) 01
Total deferred tax credit (note 17) (8.4) 06)
Tax on profit on ordinary activities (8.4) 0N

Deferred tax for the current year has been recogmised 1n respect of origmation and reversal of ming

differences during the year




Ingersoll Rand Security Technologies Limited

Notes to the financial statements
for the year ended 31 December 2010 (continued)

8 Tax on loss on ordinary activities (continued)

The tax assessed for the year 1s ligher (2009 hugher) than the standard rate of corporation tax in the UK of
28% (2009 28%) The differences are explained below

2010 2009
£'m £'m

Reconcihation of actual tax (credit)/charge to expected tax charge
Loss on ordinary activities before taxation (37.3) (13)
Expected tax charge at 28% (2009 28%) (10.4) (03
Effects of
Expenses not deductible for tax purposes 0.3 -
Other timung differences 8.6 09
Capital allowances mn excess of depreciation (0.2) (02)
Losses camed forward 1.7 -
Adjustments 1 respect of prior periods - 01
Group relief surrendered for no consideration - (04)
Corporation tax (credit) for the year - on

The Finance (No 2) Act 2010 reduced the main rate of corporation tax from 28 per cent to 27 per cent from 1
April 2011 On 23 March 2011, the Chancellor announced further reductions to 26 per cent i the man rate of
corporation tax from 1 April 2011 and to 25 per cent from 1 April 2012, and these reductions were legislated
by the Finance Act 2011 Further reductions in the rate by 1 per cent per annum to 23 per cent by 1 Apnl 2014
have also been announced Other than the reduction to 27 per cent, the changes had not been substantnvely
enacted at the balance sheet date and, therefore, are not included 1n these financial statements

If the changes enacted 1n the Finance Act 2011 had been enacted at the balance sheet date, the effect would be
to reduce the deferred tax asset of £4 2m at 31 December 2010 by approximately £0 3m and the unrecogmsed
potential deferred tax asset of £7 1m by approximately £0 5m Of this £0 3m decrease 1n the deferred tax asset,
£0 15m would be due to the reduction 1n the corporation tax rate from 27 per cent to 26 per cent with effect
from 1 Apnl 2011, and £0 15m would be due to the reduction 1n the corporation tax rate from 26 per cent to 25
per cent with effect from 1 April 2012

The proposed reductions of the man rate of corporation tax by 1 per cent per year to 23 per cent by 1 Apnl
2014 are expected to be enacted separately each year The overall effect of the further changes from 25 per cent
to 23 per cent, if these applied to the deferred tax asset at 31 December 2010, would be to reduce the deferred
tax asset by approximately £0 3m (being £0 15m recogrised in 2012 and £0 15m recogmised mn 2013) These
changes would also reduce the unrecogmsed potential deferred tax asset at 31 December 2010 by
approximately £0 Sm.




Ingersoll Rand Security Technologies Limited

Notes to the financial statements
for the year ended 31 December 2010 (continued)

9 Directors and employees

2010 2009
£'m £'m
Wages and salanes 10.2 110
Social security costs 1.0 10
Other pension costs (note 10) -  defined contribution scheme 53 59
- Imnal recogmtion of prior service liability 355 -
- Cument service cost 0.1 -
52.1 179

Monthly average number of persons employed by the Company during the year including directors on

service contracts:

Number Number
Hourly paid 121 143
Other 205 223
326 366

Directors’ emoluments:
2010 2009
£°'m £'m
Aggregate emoluments 0.3 02

Highest paid director:

2010 2009
£'m £'m
Apggregate emoluments 0.2 01

No directors have contributions accruing under a defined contribution scheme (2009 ml) One director (2009
one) has retirement benefits accrumg under a defined benefit scheme One director exercised share options n

the ultimate parent undertaking during the year (2009 none) Disclosures relating to share option

arrangements are not included as they are not material




Ingersoll Rand Security Technologies Limited

Notes to the financial statements
for the year ended 31 December 2010 (continued)

10 Pension Scheme
The Company participates 1n the Ingersoll-Rand Holdings Limited Retirement Benefits Plan

Ths 15 a funded defined benefit scheme providmg benefits for Ingersoll-Rand employees 1n the UK This fund
1s closed to all new employees, however they are ehgible to join a defined contribution scheme Contnbutions
are based on pension costs across the UK group as a whole and actuarial information in relation to the scheme
1n prior years 15 given in the accounts of Ingersoll-Rand European Sales Limuted

Following the merger of the Company’s pension scheme into the Ingersoll-Rand Holdings Limited Retirement
Benefits plan in 2004, the Company has accounted for the plan until 1 December 2010 as if 1t were a defined
contribution scheme The Company accounted for the ptan as a defined contribution scheme until then as 1t
was not possible to identify the Company’s share of the assets and liabilittes of the scheme (note 1)

From 1 December 2010, the Company agreed with the other remaining participant of the pensien scheme,
Ingersoll-Rand European Sales Limted, the basis of responsibility and future funding for the assets and
habilities of the scheme, which enabled a reasonable basis for determining the share of the assets and habilities
attributable to the Company Accordingly, from this date the Company has accounted for the scheme as a
defined benefit scheme, and the imtial recogmtion of the net pension deficit at that date (£35 5m) and the
associated deferred tax asset has been recognised 1n the profit and loss account for the year

Prior to 1 December 2010, the company continued to account for payments to the pension scheme as defined
contribution scheme contributions These mcluded a lump sum payment of £5 3m (2009 £5 9m) These
payments {together with a further sum of £11mullion made post 1 December 2010) were made as the fund 1s 1n
deficit and 1s part of a plan agreed with the Trustees to improve funding It 15 considered that the Company
will continue to make payments

The defined benefit pension scheme 1s in deficit at the 2010 year end A deficit on the pension scheme of
£19 5m (prior to any associated deferred tax asset) existed at the year end Thuas pension hability, as detailed
below, 1s calculated using the value of the scheme’s habihities at 5 Apnil 2010 and updated to 31 December
2010 by a qualified actuary using the following assumptions

Financial assumptions: 2010
Rate of mcrease n salanes 4.75%
Rate of increase n pensions in payment 3.50%
Discount rate 5.50%
Inflation 3.50%
Expected return on assets 5.75%

Assumptions regarding future mortality are set based on advice from published statistics and experience The
mortality assumptions are based on standard mortality tables which allow for future mortality improvements
The life expectancy n years for 2 member aged 65 15 as follows

20%0

Years

Male 22.3
Female 24.4

20




Ingersoll Rand Security Technologies Limited

Notes to the financial statements
for the year ended 31 December 2010 (continued)

10 Pensions (continued)

Change in Projected Benefit Obligation (PBO)

2010
£'m
Benefit obligation, beginmng of year -
Recognition of obligation at 1 December 2010 183.3
Current service cost 0.1
Interest cost 0.8
Actuanal (gain)/loss -
Gross benefits paid (0.6)
Benefit obltgation, end of year 183.6
Change 1n Plan Assets:
2010
£'m
Fair value, beginning of year -
Recognition of asset at 1 December 2010 147.8
Expected return 0.7
Actuanial gain/(loss) 5.2
Employer contnbution 11.0
Gross benefits paid (0.6)
Farir value of plan assets, end of year 164 1
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Ingersoll Rand Security Technologies Limited

Notes to the financial statements
for the year ended 31 December 2010 (continued)

10 Pensions (continued)

The assets i the scheme and expected return on assets were

2019

£'m

Equities 72.8
Bonds 78.2
Cash 11.6
Property 1.5
Total assets at market value 164.1
Actuanal liabilihes (183.6)
Total deficit 1n the plan (19.5)
Related deferred tax asset 53

Net pension hiability (14.2)
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Ingersoll Rand Security Technologies Limited

Notes to the financial statements
for the year ended 31 December 2010 (continued)

10 Pensions (continued)

2010
£m

Analysis of the amount that has been charged to operating profit:
Current service cost 0.1
Total operating charge 0.1
Analysis of the amount that has been charged to other finance expense:
Expected return on pension scheme assets 07
Interest on penston scheme hiabihties (0.8)
Net expense (0.1)
Analysis of amount that has been recognised 1n the statement of total
recogmised gains and losses (‘STRGL’)
Actual return less expected return on pension scheme assets 5.2
Changes 1n assumptions underlying the present value of the scheme habilities -
Actuanal gain recogmsed i the STRGL 5.2
Cumulative amount recogmsed at the end of the year 5.2
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Ingersoll Rand Security Technologies Limited

Notes to the financial statements
for the year ended 31 December 2010 (continued)

10 Pensions (continued)

History of experience gains and losses:

2010

£'m
Fair value of assets 164.1
Projected benefit obligation (183.6)
Funded status (19.5)
Difference between expected and actual return on Plan assets 5.2
% of plan assets at end of period 31%

Expenence (losses)/gaims arising on Plan habihties

% of plan liabihties at end of period

The values of the assets at 31 December 2010 and earlier have been taken as at mid-value

The Company expects to contribute 23 3% of active members® pensionable salanes over 2011, which wll

continue 1n subsequent years together with additional annual contribution of £8 5m from 2012 to 2017
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Ingersoll Rand Security Technologies Limited

Notes to the financial statements

for the year ended 31 December 2010 (continued)

11 Tangible assets

Freehold Plant and
properties equipment Total
£'m £m £'m

Cost
At 1 January 2010 26 25 51
Disposals - (04) (04)
At 31 December 2010 2.6 21 4.7
Accumulated depreciation
At 1 January 2010 07 21 28
Charge for the year - 01 01
Disposals - (0 4) 04
At 31 December 2010 0.7 1.8 2.5
Net book value
At 31 December 2010 1.9 0.3 2.2
At 31 December 2009 1.9 04 2.3

The cost of freehold land not depreciated 1s £0 7 mullion (2009 £0 7 mulhon)

25




Ingersoll Rand Security Technologies Limited

Notes to the financial statements

for the year ended 31 December 2010 (continued)

12 Investments

The principal subsichary undertaking which 15 100% owned 1s NT Group Properties Limited, a company

incorporated in England and Wales

A complete list of subsidiaries can be found 1n the Company’s annual return

Shares Loans Total
£'m £m £°'m

Cost or valuation
As at 1 January 2010 566 13 579
Addition 14 - 14
At 31 December 2010 58.0 1.3 59.3
Provision for dimunution in value
As at 1 January 2010 (40 8) (13) (42 1)
Charge for the year (08) - (0 8)
At 31 December 2010 {41.6) (1.3) (42.9)
Net book value
At 31 December 2010 16.4 - 164
At 31 December 2009 158 - 15.8

The directors believe that the carrying value of the investments 1s supported by their underlying assets due to

all the subsidianes being dormant, and this 1s considered a reatistic market value

If the mmvestments 1n shares of subsidiary undertakings had not been stated at a ret asset value they would have

been included at the following amounts

2010 2009

£'m £'m
Histoncal cost 55.3 539
Amounts written off (41.6) (40 8)

13.7

131
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Ingersoll Rand Security Technologies Limited

Notes to the financial statements
for the year ended 31 December 2010 (continued)

13 Stock
2010 2009
£'m £m
Raw matenals and consumables 1.1 14
Work-1n-progress 0.6 06
Firushed goods 2.2 24
3.9 44
There 15 no significant difference in value between finished goods and their replacement costs
14 Debtors
2010 2009
£'m £'m
Amounts falling due within one year:
Trade debtors 10.2 87
Amounts owed by fellow subsidiary undertakings 120.9 106 8
Deferred tax (note 17) 4.2 21
Other debtors - 04
Prepayments and accrued income 0.5 04
135.8 1184

Included 1in amounts owed by fellow subsidiary undertakings and amounts owed by parent undertakings are
loans to various related compames which are repayable on demand The interest charged on these loans varies

from1 1%to 1 2%
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Ingersoll Rand Security Technologies Limited

Notes to the financial statements
for the year ended 31 December 2010 (continued)

15 Creditors

2010 2009
£'m £'m
Amounts falling due within one year:

Trade creditors 28 25
Amounts owed to fellow subsidiary undertakings 102.4 98 5
Other taxation and social securnity payable 0.7 07
Accruals and deferred income 37 28
109.6 104 5

Amounts falling due after more than one year:
Amounts owed to subsidiary undertakings 15.8 158

The Company has several unsecured loans from other related compames which are part of the Ingersoll Rand
Group The directors consider that these loans are not expected to be paid 1n the foreseeable future and do not
attract interest
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Ingersoll Rand Security Technologies Limited

Notes to the financial statements
for the year ended 31 December 2010 (continued)

16 Provisions for liabilities

Onerous

leases

£'m
At 1 January 2010 06
Charged during the year 02
At 31 December 2010 0.8

Provisions have been made for the expected costs ansing from onerous leases on properties no longer occupied
by the Company The provision 1s based on the lease costs that are not covered by expected rental income over
the period of the lease terms, which range up to 15 years

17 Deferred taxation

The deferred taxation asset comprises 2010 2009
- £'m £'m
Accelerated capital allowances 0.4 04
Short term uming differences 3.1 14
Trading losses 0.3 03
Deferred tax asset 3z 21
2010 2009
£'m £'m
Opening deferred tax asset 21 15
Ansing on transfer of business (note 6) 04 -
) Amount relating to FRS17 6.7) -
Amounts credited to profit and loss account (note &) 84 06
Closing deferred tax asset (note 14) 4.2 21

In addition to the above, a deferred tax asset of approximately £1 7million 1n respect of trading losses and

£5 Smlhon (2009 £5 7 mullion} 1n respect of advance corporation tax recoverable 1s available in the Company
~- for relief against future UK profits This has not been recogmised as 1t 1s not expected to reverse 1n the

foreseeable future
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Ingersoll Rand Security Technologies Limited

Notes to the financial statements

for the year ended 31 December 2010 (continued)

18 Called up share capital

Ordmnary
Shares of
25p each £'m
Authorised
At 1 January 2010 and 31 December 2010 172,186,496 43.0
Allotted and fully paid up
At 1 January 2010 and 31 December 2010 128,994,880 322
19 Reserves
Share Capital Profit and
premuum  Revaluation redemption loss account
account reserve reserve
£'m £m £'m £'m
At 1 January 2010 100 27 09 90
Premmum 1ssued during the
year to parent 450 - - -
Loss for the financial year - - - (28 9)
Actuartal gain on pension
scheme (net of related
deferred tax) - - - 38
At 31 December 2010 55.0 2.7 0.9 (16.1)

In December 2010, additional share premuum of £45 rmullion was paid to the company No additional shares

were 1ssued
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Notes to the financial statements
for the year ended 31 December 2010 (continued)

20 Financial commitments

Land and Land and
bmldings Other buildings Other
2010 2010 2009 2009
£'m £'m £'m £'m

Annuval commutments under non — cancellable operating leases
whuch expire

Within one year 01 01 - 02
Between two and five years 03 05 03 09
After five years 03 - 18 -

0.7 0.6 2.1 1.1

Other commutments relate to car leasing

21 Dividends
No dividends have been paid or declared for 2010 (2009 £mil)

22 Related party transactions

The Company 1s exempt from the requremnent to disclose interactions with group compames where the group
shareholding 1s wholly owned in accordance with the terms of FRS 8 Related party transactions The
Company’s ummediate parent and ultumate parent undertakings are detailed 1 note 23

23 Parent Company and controlling party

On 12 May 2009, Ingersoll-Rand Holdings Limited transferred 1ts entire shareholdings in the Company to
Ingersoll-Rand Investments Limited which became the Company’s parent company from that date Ingersoll-
Rand Investments Limated 15 a company registered in England and Wales Copies of the immediate parent
undertaking’s financial statements may be obtained from Companies House, Crown Way, Cardiff, CF14 3UZ

The Company’s ultimate parent company and ultimate controlling party 1s Ingersoll-Rand Ple, a company
incorporated 1n Dubhn, Ireland Thus is the largest and smallest group to consohdate these financial statements
Copies of the consolidated financial statements may be obtained from The Corporate Secretary, Ingersoll-Rand
Plc, 170/175 Lakeview Dnive, Aurside Business Park, Swords, Co Dublin, Ireland
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