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Pyronjx Limited
Strategic report

The directors present their Strategic Report for the year ended 31 December 2017.

Principal activity and review of the business

The principal activity of the company is the design, manufacture and marketing of a range of products for the security market.
The profit and loss account for the year is set out on page 10.

The Company sales have performed well in the UK but export markets have been impacted by the world economic
* climate remaining volatile. Performance and growth in the UK has remained very good despite the economic and
political uncertainty over the last year. Overall margin has been impacted by exchange rate fluctuations in both the
USD and Euro currencies. Increases in the overhead base to allow for future expansion have been ahead of the increases
in expected turnover which has detrimentally impacted the results for the current year.

Whilst intruder security market remains highly competmve the Directors are optimistic that the Company is well .
positioned to develop its market position.

The Directors do not recommend the payment of a dividend (2016: £402k).

Key performance indicators

The Company’s directors believe that the key performance indicators to assess and manage the trading performance -
of the Company are revenue and gross margin. The comparison of these KPIs against both prior year and budget are
key for the directors to understand the progress of the Company when undertaking strategic planning,.

KPI 2017 ' 1.2016 : ‘ Analysis -

Revenue £27,369,000 £27,900,000 Revenue has decreased

‘ : by £531,000 (1.9%) due
to challenging export
markets whilst the UK
has continued to grow.

Gross margin 30.85% 38.61% Gross margin has
' ' : decreased by 7.76% due
partly to exchange rate.
“effects increasing costs
and new absorption
costing to follow
Hikvision Group rules.

Principal risks and uncertainties ' ‘

The Company operates both in the UK and global markets and manages the risks inherent in its activities. External
risk factors include political and economic conditions, actions of competltors the effect of legislation or other -
" regulatory action, credit risk, business continuity, environmental risks, exchange rates and litigation. Internal risks
: include investment risk with new products and projects, control failure risk and inability to supply. The Company ‘
seeks to manage exposure to all forms of risk where practicable, and to transfer risk to insurers where cost effective.



Py.ronix Limited
Strategic report

Futuré developments

The directors éxpect the general level of activity to increase significantly over the coming years as the Pyronix
Intruder brand looks to fully exploit the global distribution network of Hikvision, arid investment in research and
development leads to a more extensive and comprehensive product portfolio focused on both residential and
professional customiers in both new and existing markets around the world.

J S Herrera
Director
25 September 2018



Pyronix 'Limited
Directors’ report

The directors present their annual.report on the affairs of Pyronix Limited (‘the Company’), together with the
financial statements and auditor’s report, for the year ended 31 December 2017.

The Company’s principal activity, performance in the year and future developments are set out within the Strategic
Report on page 2. Details of any significant events since the balance sheet date are contamed in note 21 to the
financial statements.

Directors

The directors, who served throughout the year except as noted, and up to the date of the signing of this report, were as
follows: .

J S Herrera

C S Herdman

V Filianov

G Dodd

A G Allen (Re51gned 27% September 2017)
J Zh1

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. :

Going concern

The directors confirm their belief it is appropriate to use the going concern basis of preparation for the financial
statements. ' '

In forming their opinion as to being a going concern, the directors have considered the reliance the Company pface on
the ability of Hangzhoq Hikvision Digital Technology Co Ltd to provide financial support to the Company.

The Board of the Group prepare cash flow forecasts based upon its aséumptions which include particulaf
consideration to key risks and uncertainties, areas of growth and the availability of working capital and borrowings.

Financial risk management objectives and policies

The Company uses a limited number of financial instruments as part of its financial risk management. It is exposed to
the usual credit risk and cash flow risk associated with selling on credit and manages this through credit control
procedures. The nature of its financial instruments means that they are not subject to significant price risk or liquidity
risk. -

A



Pyronix Limited
Directors’ report (continued)

Auditor »
Each of the persons who is a director at the daté of approval of this report confirms that:

e 5o far as the director is aware, there is no relevant audit information of which the Company's auditor is unaware;
and

o the director has taken all the steps that he/she ought to have taken as a director in order to make himself/herself
aware of any relevant audit information and to establish that the Company's auditor is aware of that information.

This confirmation is given and should be interpreted in accordance with the provisions of s418 of the Companies Act
2006.

Deloitte LLP have expressed their willingness to continue in office as auditor and appropriate arrangerfxents have
been put in place for them to be deemed reappointed as auditor in the absence of'an Annual General Meeting.

Approved by the Board and signed on its behalf by:

J S Herrera
Director ,
25 September 2018 -



Pyronix Limited
Directors’ respo'nsibilities statement '

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

Company law requires the directors to prepare financial statements for each financial year. Under that law the
directors have elected to prepare the financial statements in accordance with United Kingdom Generally Accepted
_Accounting Practice (United Kingdom Accounting Standards and applicable law), including FRS 102 “The Financial
Reporting Standard applicable in the UK and Republic of Ireland”. Under company law the directors must not
approve the financial statements unless they are satisfied that they give a true and fair view of the state of affairs of -
the Company and of the profit or loss of the Company for that period.

In preparing these financial statements, the directors are required to:
e  select suitable accounting policies and then apply them consistently;
o . make judgements and accounting estimates that are reasonable and prudent;

o  state whether applicable UK Accounting Standards have been followed, snbject to any material departures
disclosed and explained in the financial statements; and

e  prepare the financial statements on the going concern basis unless it is inappropriate to presume that the
Company will continue in business.

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

The directors are responsible for the maintenance and integrity of the corporate and financial information included on
the Company’s website. Legislation in the United Kingdom governing the preparation and dissemination of financial
statements may differ from legislation in'other jurisdictions. - ; ' :



Indépendent auditor’s report to the members of Pyronix Limited

Report on the audit of the financial statements

Opinion
_In our opinion the financial statements of Pyronix Limited (the ‘company’):

e give a true and fair view of the state of the company s affairs as at 31 December 2017 and of its loss for the -
' -year then ended;

e .have been properly prepared in accordance with United ngdom Generally Accepted Accounting Practlce
including Financial Reporting Standard 102 “The Financial Reportlng Standard applicable in the UK and
Republic of Ireland”; and

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

We have audited the financial statements which comprise:

the profit and loss account;

the balance sheet;

the statement of changes in equity; and
the related notes 1 to 22.

The financial 4re‘port'ing framework that has been applied in their preparation is applicable law and United Kingdom
Accounting Standards, including Financial Reporting Standard 102 “The Financial Reporting Standard applicable in
the UK and Republic of Ireland” (United Kingdom Generally. Accepted Accg)untmg Practice).

Basis for opinion .

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable
law. Our responsibilities under those standards are further described in the auditor's responsibilities for the audit of
the financial statements section of our report.

We are independent of the company in accordance with the ethical requirements that are relevant to our audit of the
financial statements in the UK, including the Financial Reporting Council’s (the ‘FRC’s’) Ethical Standard, and we
have fulfilled our other ethical responsibilities in accordance with these requirements. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

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

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

e the directors have not disclosed in the financial statements any identified material uncertainties that may
cast significant doubt about the company’s ability to continue to adopt the going concern basis of
accounting for a period of at least twelve months from the date when the financial statements are
authorised for issue. :

We have nothing to report-in respect of these matters. -

Other information

The directors are responsible for-the other information. The other information comprises the information included in
the annual report, other than the financial statements and our auditor’s report thereon. Our opinion on the financial
statements does not cover the other information and, except to the extent otherwise explicitly stated in our report, we
do not express any form of assurance conclusion thereon.



Independent auditor’s report to the members of Pyronix Limited

" In connection with our audit of the financial statements, our responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the financial statements or our
knowledge obtained in the audit or otherwise appears to be materially misstated. If we identify such material
inconsistencies or apparent material misstatements, we are required to determine whether there is a material
misstatement in the financial statements or a material misstatement of the other information. If, based on the work we
have performed, we conclude that there is a material mlsstatement of this other information, we are required to report
that fact. -

We have nothing to report in respect of these matters.
Responsibilities of directors

As explained more fully in the directors’ respon51b111t1es statement, the directors are responsible for the preparation
of the financial statements and for being satisfied that they give a true and fair view, and for such internal control as
the directors determine is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for éssessing the company’s. ability to continue as

a going concern, disclosing, as applicable, matters related to going concern and using the going concern basis of

accounting unless the directors either inténd to liquidate the company or to cease operatlons or have no realistic
alternative but to do so. -

Auditor’s responsibilities for the audit of the financial statements °

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with
ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and
are considered material if, individually or in the aggregate, they could reasonably be expected to influence the
economic decisions of users taken on the basis of these financial statements.

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

Report on other legal and regulatory requirements

Opinions on other matters prescribed by the Companies Act 2006
In our opinion, based on the work undertaken in the course of the audit:

e the information given in the strategic report and the directors’ report for the financial year for which the
financial statements are prepared is consistent with the financial statements; and ‘

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

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

N



Independent auditor’s report to the members of Pyronix Limited

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

e adequate accounting records have not been kept, or returns adequate for our audit have not been recelved
from branches not visited by us; or
"the financial statements are not in agreement with the accounting records and retums or’
certain disclosures of directors’ remuneration specified by law are not made; or
we have not received all the information and explanations we require for our audit. -

‘We have nothing to report in respect of these matters.
Use of our report

This report is made solely to the company’s members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Our audit work has been undertaken so that we might state to the company’s members those
matters we are required to state to them in an auditor’s report and for no other purpose. To the fullest extent
permitted by law, we do not accept or assume responsibility to anyone other than the company and the company’s
members as a body, for our audit work, for this report, or for the opinions we have formed

/%/@w/ﬂ/e’f

Matthew Hughes ACA Bsc (Hons) (Senior statutory audltor)
For and on behalf of Deloitte LLP

Statutory Auditor

Leeds, United Kingdom

26 September 2018



Pyronix Limited

Profit and ldss account |
For the year ended 31 December 2017

. ' Note

Turnover , ' 3"
Cost of sales '

Gross profit

-Distribution costs

Administrative expenses

Exceptional costs

Other operating income

Operating (loss)/ profit

Finance costs (net) ' - 4
(Loss)/profit on ordinary activities before taxation 5
Tax on (loss)/profit on ordinary activities’ . v 8

(Loss)/profit for the financial year attrlbutable to the
equity shareholders of the Company

Statement of other comprehensive income

2016

(2,905)

2017
£2000 £000
27,369 27,900
(18,926)  (17,129)
8,443 10,771
(360) (307)
(11,764) (8,900)
- (319)
1290 116
G391) - 1,361
(124) (105)
3,515) 1,256
610 (132)
1,124

There were no other items of income and expendirﬁre for either year other than those stated in the Profit'and Loss

account. Accordingly a statement of Other Comprehensive Income is not presented.

The accompanying notes form an integral part of the financial statements.

-0



Pyronix Limited:

Balance sheet
As at 31 December 2017

Fixed assets
Intangible assets
Tangible assets

Current assets

Stocks

Debtors

Cash at bank and in hand

Creditors: amounts falling due within one year
. Net current (liabilities)/assets

Total assets less current liabilities

Creditors: amounts falling due after more than one year

Provisions for liabilities

Net assets

Capital and reserves

Called-up share capital
- Share premium account

Capital redemption reserve

Revaluation reserve

Retained earnings .

Shareholder’s funds

Note

10
11

12
13

14

15

16

17

2017 2016
£2000 £000
4,921 5,006
4,921 15,006

11,362 5,591
7,969 5,855
618 998
19,949 12,444
(23,030)  (12,432)
(3,081) 12
1,840 5,018
(99) (322)

- (50) .

1,741 4,646
13 33

6 6

447 447
529 546
726 3,614
1,741 4,646

The financial statements of Pyromx Limited (registered number 01996478) were approved by the board of directors
and authorlsed for issue on 25 September 2018. The accompanying notes form an integral part of the financial

statements They were signed on its behalf by:

J S Herrera Director -

25 Septembcr 2018
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Pyronix Limited

Statement of changes in equity

As at 31 December 2017
Called-up " -
share Share Capital
capital premium redemption Revaluation Retained

(note 18) account reserve reserve earnings Total
) £000 £000 £°000 £000 4 £000 £000
" At 1 January 2016 . 33 6 447 562 - 2,474 3,522
Profit for the financial year - - - - o 1,124 1,124

Total comprehensive :

-income - - : - . - : 1,124 - 1,124
Transfer of realised profits - - - (16) 16 -
At 31 December 2016 33 6 447 546 - 3,614 4,646
Loss for the financial year - - _ - : - (2,905) (2,905)
Total comprehensive . :

expense : - - - - (2,905) (2,905)
Transfer of realised profits - " - an 17 -
At 31 December 2017 A 33 6 . ' 447 529 726 1,741

12



Pyronix Limited -

Notes to the financial statements (continued)
For the year ended 31 December 2017

f

1. Accountmg policies

The principal accounting policies are summarised below. They have all been applied consistently throughout the year
and to the preceding year.

General information and basis of accounting

Pyronin Limited.(‘the Company’) is a private company limited by shares incorporated in the United Kingdom under
the Companies Act. The address of the registered office is given on page 1. The nature of the Company’s operations
and its principal activities are set out in the Strategic report on pages 2 to 3.

The financial statements have been prepared under the historical cost convention, modified to include certain items at
fair value, and in accordance with Flnanc1al Reporting Standard 102 (FRS 102) issued by the Financial Reporting
Council.

The functional currency of the Company is considered to be pounds" sterling because that is the currency of the
primary economic environment in which the Company operates. '

The Company meets the definition of a qualifying entity under FRS 102 and has therefore taken advantage of the
disclosure exemptions available to it in respect of its separate financial statements. The Company is consolidated in
the financial statements of its parent, Secure Holdings Limited, which may be obtained from the address in note 23.
Exemptions have been taken in these separate Company financial statements in relation to share-based payments,
financial instruments, presentation of a cash flow statement and remuneration of key management personnel.

The company has taken exemption from preparing group financial statements as it is included in consolidated
financial statements for a larger group which are drawn up as full consolidated audited financial statements which are
filed at Companies House. These financial statements present information about the company as an individual
undertaking and not about its group.

Gomg concern

The Company’s business activities, together w1th the factors likely to affect its future development, performance and
position are set out in the strateglc report. ’

The Company’s forecasts and pro_;ec_tlons, taking account of reasonably possible changes in trading performance, show
that the Company should be able to operate within the level of its current facility. In forming their opinion as to being
a going concern, the directors have considered the reliance the Company place on the ability of Hangzhou Hikvision
~ Digital Technology Co Ltd to provide financial support to the Company. The Board of the Group prepare cash flow
forecasts based upon its assumptions which include particular consideration to key risks and uncertainties, areas of
growth and the availability of working capital and borrowmgs

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

Intangible assets — goodwill

The excess of the fair value of the consideration paid to acquire new busmesses over the fair value of the net
separable assets at the date of acquisition is capitalised and amortised over its useful economic life of 20 years.

Intangible assets - other

Amortisation is provided on intangible assets so as to write off the cost, less any estimated residual value, over their
useful life as follows: :

Asset class Amortisation method and rate
Acquired intellectual property rights Straight-line 3 - 15 years
Development costs Life of the project '

13



Pyronix Limited

‘Notes to the financial statements (continued)
For the year ended 31 December 2017

1. Accounting policies (continued)
Tangible fixed assets

Tangible fixed assets and other intangible fixed assets are stated in the Balance Sheet at cost, less any subsequent
accumulated depreciation or amortisation and subsequent accumulated impairment losses.

The cost of tangible fixed assets and other intangible fixed assets includes directly attributable incremental costs
incurred in their acquisition and installation.

Depreciation is calculated so as to write off the cost or valuation of tangible fixed assets less their estimated residual
value, on a straight-line basis over the expected useful economic lives of the assets concerned. The principal lives
used for this purpose are:

Asset class : Amortisation method and rate
Buildings , . ‘ Straight-line 20 - 40 years
Plant and machinery ) Straight-line 5 - 7 years
Motor vehicles Straight-line 3 years
Fixtures and fittings ' Straight-line 3 years
Stocks '

Stocks are stated at the lower of cost and estimated selling price less costs to complete and sell. Cost is determined
using the first-in, first-out (FIFO) method.

The cost of finished goods and work in progress comprises direct materials and, where applicable, direct labour costs.
and those overheads that have been incurred in bringing the inventories to their present location and condition. At
each reporting date, stocks are assessed for impairment. If stocks are impaired, the carrying amount is reduced to its
selling price less costs to complete and sell; the impairment loss is recognised immediately in profit or loss.

Taxation

Current tax, including UK corporation tax and foreign tax, is provided at amounts expected to be paid (or recovered)
using the tax rates and laws that have been enacted or substantively enacted by the balance sheet date.

Deferred tax is recognised in respect of all timing differences that have originated but not reversed at the balance
sheet date where transactions or events that result in an obligation to pay more tax in the future or a right to pay less
tax in the future have occurred at the balance sheet date. Timing differences are differences between the Company's
taxable profits and its results as stated in the financial statements that arise from the inclusion of gains and losses i in
tax assessments in periods different from those in which they are recognised in the financial statements.

Unrelieved tax losses and other deferred tax assets are recognised only to the extent that, on the ba51s of all available
evidence, it can be regarded as more likely than not that there will be suitable taxable profits from which the future
reversal of the underlying timing dlfferences can be deducted.

Deferred tax liabilities are recognised for timing differences arising from investments in subsidiaries and associates,
except where the Company is able to control the reversal of the timing difference and it is probable that it will not
reverse in the foreseeable future.

Deferred tax is measured using the tax rates and laws that have been enacted or substantively enacted by the balance
sheet date that are expected to apply to the reversal of the timing difference. Deferred tax relating to non-depreciable
property, plant and equipment measured using the revaluation model and investment property is measured using the
tax rates and allowances that apply to sale of the asset. In other cases, the measurenient of deferred tax habllmes and
assets reflects the tax consequences that would follow from the manner in which the Group expects, at the end of the
reporting period, to recover or settle the carrying amount of its assets and liabilities.

14



Pyronix Limited

Notes to the financial statements (continued)
For the year ended 31 December 2017

| Accounting policies (continued)
Taxation (continued)

Where items recognised in other comprehensive income or equity are chargeable to or deductible for tax purposes, the
resulting current or deferred tax expense or income is presented in the same component of comprehenswe income or
equity as the transaction or other event that resulted in the tax expense or income. :

Current tax assets and liabilities are offset only when there is a legally enforceable right to set off the amounts and the
Company intends either to settle on a net basis or to realise the asset and settle the liability simultaneously.

Deferred tax assets and liabilities are offset only if: a) the Company has a legally enforceable right to set off current
tax assets against current tax liabilities; and b) the deferred tax.assets and deferred tax liabilities relate to income taxes
levied by the same taxation authority on either the same taxable entity or different taxable entities which intend either
to settle current tax liabilities and assets on a net basis, or to realise the assets and settle the liabilities simultaneously,
in each future perlod in which-significant amounts of deferred tax liabilities or assets are expected to be settled or
recovered.

Financial mstruments (continued)

Financial assets and financial liabilities are recognised when the Company becomes a party to the contractual
provisions of the instrument.

Financial liabilities and equity instruments are classified according to the substance of the contractual arrangements
entered into. An equity instrument is any contract that evidences a residual interest in the assets of the Company after
deducting all of its liabilities.

(i) Financial assets and liabilities

All financial assets and liabilities are initially measured at transaction price (including transaction costs), except for
" those financial assets classified as at fair value through profit or loss, which are initially measured at fair value (which
-is normally the transaction price excluding transactjon costs), unless the arrangement constitutes a financing
transaction. If an arrangement constitutes a financing transaction, the financial asset or financial liability is measured
at the present value of the future payments discounted at a market rate of interest for a similar debt instrument.

Financial assets and liabilities are only offset in the statement of financial position when, and only when there exists a
legally enforceable right to set off the recognised amounts and the Company intends either to settle on a net basis, or
to realise the asset and settle the liability simultaneously.

Debt instruments Wthh meet the following conditions are subsequently measured at amomsed cost using the
effective interest method:

(@  The contractual return to the holder is (i) a fixed amount; (ii) a positive fixed rate or a positive variable rate; or
(iii) a combination of a positive or a negative fixed rate and a positive variable rate.

(b)  The contract may provide for repayments of the principal or the return to the holder (but not both) to be linked
to a single relevant obseérvable index of general price inflation of the currency in which the debt instrument is
denominated, provided such links are not leveraged. :

(¢)  The contract may provide for a determinable variation of the return to the holder during the life of the .
instrument, provided that (i) the new rate satisfies condition (a) and the variation is not contingent on future events
other than (1) a change of a contractual variable rate; (2) to protect the holder against credit deterioration of the issuer;
(3) changes in levies applied by a central bank or arising from changes in relevant taxation or law; or (ii) the new rate
is a market rate of interest and satisfies condition (a).

(d) - There is no contractual provision that could, by its terms, result in the holder losing the principal amount or
any interest attributable to the current period or prior periods.

(e)  Contractual provisions that permit the issuer to prepay a debt instrument or permit the holder to put it back to
the issuer before maturity are not contingent on future events, other than to protect the holder against the credit
deterioration of the issuer or a change in control of the issuer, or to protect the holder or issuer against changes in
levies applied by a central bank or arising from changes in relevant taxation or law.

15



Pyronix Limited

Notes to the financial statements (contihued)
For the year ended 31 December 2017

® Contractual provisions may permit the extension of the term of the debt instrument, provided that the return to
the holder and any other contractual provisions applicable during the extended term satisfy the conditions of

- paragraphs (a) to (c).

Debt instruments that are claSsiﬁed as payable or receivable within one year on initial recognition and which meet the A
above conditions are measured at the undiscounted amount of the cash or other consideration expected to be paid or
received, net of impairment.

With the exception of some hedging mstruments other debt instruments not meeting these conditions are measured at
fair value through profit or loss.

Commitments to make and receive loans which meet the conditions mentioned above are measured at cost (which
may be nil) less impairment.

Financial assets are derecognised when and only when a) the contractual rights to the cash flows from the financial
asset expire or are settled, b) the Company transfers to another party substantially all of the risks and rewards of
ownership of the financial asset, or ¢) the Company, despite having retained some, but not all significant risks and
rewards of ownership, has transferred control of the asset to another party.

Financial liabilities are derecognised only when the obligation specified in the contract is dischafged, cancelled or
expires.

(i)  Investments

Investments in non-convertible preference shares and non-puttable ordinary or preference shares (where shares are
publicly traded or their fair value is reliably measurable) are measured at fair value through profit or loss. Where fair
value cannot be measured reliably, investments are measured at cost less impairment.

Investments in subsidiaries and associates are measured at cost léss impairment. For investments in subsidiaries
acquired for consideration including the issue of shares qualifying for merger relief, cost is measured by reference to
the nominal va]ue of the shares issued plus fair value of other consideration. Any premium is ignored.

-(111) - Equity instruments

Equity instruments issued by the Company are recorded at the fair value of cash or other resources received or
receivable, net of direct issue costs. '

Turnover

Turnover comprises the fair value of the consideration received or receivable for the sale of goods and provision of
services in the ordinary course of the company's activities. Turnover is shown net of sales/value added tax, returns,
rebates and discounts and after eliminating sales within the company.

Employee benefits

Contributions to defined contribution plans are reco'gnised as employee benefit expense when they are due. If
contribution payments exceed the contribution due for service, the excess is recognised as a prepayment.

Foreign currency

Transactions in foreign currencies are initially recorded at the functional currency rate prevailing at the date of the

" transaction. Monetary assets and liabilities denominated in foreign currencies are retranslated into the respective
functional currency of the entity at the rates prevailing on the reporting period date. Non-monetary items carried at
fair value that.are denommated in foreign currencies are retranslated at the rates prevailing on the initial transaction
dates.

!

Non-monetary items measured in terms of historical cost in a foreign currency are not retranslated.

16



Pyronix Limited

Notes to the financial statements (continued)
For the year ended 31 December 2017

1. Accounting policies (continued)
Leases
" The Company as lessee

Leases are classified as finance leases whenever the terms of the lease transfer substantially all the risks and rewards
of ownership to the lessee.

Assets held under finance leases are recognised at the lower of their fair value at inception of the lease and the present
value of the minimum lease payments. These assets are depreciated on a straight-line basis over the shorter of the
useful life of the asset and the lease term. The corresponding liability to the lessor is included in the Balance Sheet as
a finance lease obllgatron

.

Lease payments are apportioned between finance costs in the Profit and Loss Account and reduction of the lease
obligation so as to achieve a constant periodic rate of interest on the remaining balance of the liability.

Costs in respect of operating leases are charged on a straight-line basis over the lease term.

Borrowing costs N
_ Interest-bearing borrowings are initially recorded at fair value, net of transaction costs. Interest-bearing borrowings
are subsequently carried at amortised cost, with the difference between the proceeds, net of transaction costs, and the
amount due on redemption bemg recognised as a charge to the Profit and Loss Account over the period of the relevant
borrowing.

Interest expense is recognised on the ba51s of the effective interest method and is included in interest payable and
- similar charges

Borrowings are classified as current liabilities unless the company has an uncondmonal nght to defer settlement of
the liability for at least twelve months after the reportmg date
Government grants

Grants that do not impose specified future performance-related conditions are recognised in income when the grant
proceeds are received or receivable. Grants that impose specified future performance-related conditions are

" recognised in income only when the performance-related conditions are met. Grants received before the revenue
recognition criteria are satisfied are recognised as a liability.

Investments. ’ . ‘ !

Investments in equity shares which are publicly traded or where the fair value can be measured reliably are initially
measured at fair value, with changes in fair value recognised in profit or loss. Investments in equity shares which are
not publicly traded and where fair value cannot be measured reliably are measured at cost less |mpa1rment

Research and development

Research and development costs are written off as incurred, with the exceptlon of externally incurred-expenditure on

certain major new product developments where the outcome of these projects is assessed as being reasonably certain

as regards viability and technically feasibility. Such expenditure is capltallsed and amortised over the expected useful
life of the project.
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Pyronix Limited

Notes to the financial statements (continued)
For the year ended 31 December 2017

2. Critical accounting judgements and key sources of estimation uncertainty

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

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised if the revision affects only that perlod or in the period of the
rev151on and future periods if the revision affects both current and future perlods

Critical judgements in applying the Company’s accountmg policies

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

Revenue recognition

Turnover is stated net of VAT and trade discounts and is recognised when the significant risks and rewards are
considered to have beén transferred to the buyer. Turnover from the sale of goods is recognised when the goods are
physically delivered to the customer. Turnover from the supply of services represents the value of services provided
under contracts to the extent that there is a right to consideration and is recorded at the fair value of the consideration
received or receivable. Where a contract has only been partially completed at the balance sheet date turnover
represents the fair value of the service provided to date based on the stage of completion of the contract activity at the
balance sheet date. Where payments are received from customers in advance of services provided, the amounts are
recorded as deferred income and included as part of creditors due within one year. )

Key source of estimation uncertainty

Inventory valuation: Inventory is carried in the financial statements at the lower of cost and net realisable
value. Cost includes product purchase price and associated inward transportation costs. Net realisable value is based
on estimated selling price less further costs incurred to disposal.

The Directors have used their knowledge and experience of the industry in determining the level and rates of
provisioning required to calculate the appropriate inventory carrying values. Sales in the industry vary with changes
in consumer demand. As a result, there is a risk that the cost of inventory exceeds its net realisable value or could
become obsolete. Management calculate the inventory provision on the basis of the ageing profile of what is in stock
and anticipated sales levels. Adjustments are made where appropriate based on directors’ knowledge and experlence
to calculate the appropriate inventory carrying values. .

3. Turnover

No geogréphical split of turnover is disclosed as the directors are of the opinion that such disclosure would be
seriously prejudicial to the interests of the company. All revenue is derived from sale of goods.

18



Pyronix Limited

Notes to the financial statements (continued)
For the year ended 31 December 2017

4. Fihaﬁce costs (net)
Interest on bank borrowings

Finance lease charges
Interest on group borrowings

2017 2016
£2000 £2000
36 92

7 12

81 1
124 105
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Pyronix Limited

Notes to the financial statements (continued)
For the year ended 31 December 2017

5. (Loss)/profit on ordinary activities before taxation

Profit on ordinary activities before taxation is stated after chargihg/(crediting):

Depreciation of owned assets (see note 11) .
Depreciation of assets held under finance lease and hire purchase
" Operating leases - land and buildings
" Operating leases — other
Profit on sale of tangible fixed assets
Amortisation (see note 10) .
Impairment of intangible assets (see note 10)
Foreign currency (gains)/losses
Cost of stock recognised as an expense

2017
£000

662

83
111
100

12

(441)
18,484

2016
£000

511
94
21
74
(14)
22
319
110
14,540

The impairment of intangible assets arose as a result of the decision to dissolve the c_ompény that the goodwill related
to. Impairments and reversal of impairments of fixed assets and intangible assets are included in administrative

expenses.

Fees payable to Deloitte LLP and its associates for audit services to the company were £24k. Fees payable for non-
audit services to the company are not required to be disclosed because the consolidated financial statements of the

parent company are required to disclose such fees on a consolidated basis.

6; Staff numbers and costs ‘

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

" Management
Production and sales ‘
Administration and support

Their aggregate remuneration comprised:

Wages and salaries
Social security costs
Pension costs (see note 20)

2017 2016
Number Number
8 7
229 193
24 17
261 217
( .
2017 2016
£°000 £°000
6,670 6,110
646 580
369 328
7,685

7,018
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Pyronix Limited

Notes to the financial statements (continued)
For the year ended 31 December 2017 -

7. Directors’ remuneration and transactions

The directors' femunération for the year was as follows:

-

Remuneration (including benefits in kind)
Company contributions to money purchase pension schemes

4 Ve

During the year the number of directors who were
receiving benefits and share incentives was as follows:
Are accruing benefits under money purchase pension scheme

Remuneration of the highest paid director:
Remuneration )
Company contributions to defined benefit pension schemes

8. Tax on (loss)/profit on ordinary activities

The tax charge/(credit) compﬁses:

Current tax on (loss)/profit on ordinary activities
UK corporation tax

Adjustments in respect of prior years
UK corporation tax

Total current tax

Deferred tax
Origination and reversal of timing differences

Total deferred tax (see note 17)\'

Total tax on (loss)/profit on ordinary activities -

2017 2016

£000 . £000

606 574

197 173

803 747

2017 2016

Number Number

6 6

2017 2016

‘£2000 £000

Y127 111

42 42

169 153

2017 2016

£000 £000

- (115)

- (115)

@7 - 262

@7 147

(583) (15)

(583) (15)
(610)

132
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- Pyronix Limited

Notes to the financial statements (continued)
For the year ended 31 December 2017

8. . Tax on (loss)profit on ordinary aétivities (continued)

The average standard rate of tax applied to reported profit on ordinary activities is 19.25 per cent (2016: 20 per cent).
As a result of the change in the UK corporation tax rate from 20% to 19% effective from 1 April 2017, substantively
enacted on 26 October 2015, and from 19% to 17% effective from 1 April 2020, substantively enacted on 6
September 2016, deferred tax balances at the year-end have been measured at 17% (2016 17%) being the rate at
which timing differences are expected to reverse.

The difference between the total tax charge/(credit) shown above and the amount calculated by applying the average
standard rate of UK corporation tax to the profit before tax is as follows:

2017 2016
_ £000 .  £000
(LOss)/Proﬁt on ordinary activities before tax . (3,515) 1,256
Tax on profit on ordinary activities at the average standard ,
UK corporatlon tax rate of 19.25 per cent (2016: 20 per ' (676) 251
cent) . ‘
Effects of: ' .
Effect of expense not deductible in determining taxable : . . 56 130
profit (tax loss)
Tax increase (decrease) from effect of adjustment in research : : (5 87
and development tax credit ' ' v
Relief for research and development expenditure S (144)
Other differences ’ ) (18)
Total tax (credit)/charge for the year | . (610) 132

There are tax losses carried forward of approximately £3,303k (2016: £129k).

9.. Share-based j)ayments

On 7 August 2015 the parent company granted an option to one of the company's employees to acqmre 2 656
ordinary shares of £1 each in the parent company at an exercise price of £1 per share.

The option is exercisable in whole or in part on the earlier of the acquisition of the entire issued share capital of the
parent company or the sale of the whole or substantially the whole of the business undertaking and assets of the
Group or the listing of the parent company's shares on the LSE or other recognised investment exchange or the tenth
anniversary of the grant. '

There are no performance conditions attached to the share options.

On 19 May 2016 upon the acquisition of the company, all share options were exercised. This resulted in 2,656
ordinary shares of £1 each exercised at a price of £1 per share.
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- Pyronix Limited

Notes to the financial statements (continued)
For the year ended 31 December 2017

10. - Intangible fixed assets

Intellectual DeVelopnient

Total

Goodwill property - costs
! £000 £000 £000 £°000
Cost - :
At 1 January 2017 and 31 December 2017 590 84 532 1,206
Amortisation :
At 1 January 2017 and 31 December 2017 - 590 84 532 © 1,206

Net book value
At 31 December 2017 ) -

At 31 December 2016 ) ' -

“The aggregate amount of research and development expenditure recognised as an expense during the year is £2,813k

(2016: £1,934K).

11.  Tangible fixed assets '

Land and Plant énd

Fixtures Motor

" buildings - machinery and fittings vehicles Total

£000 £000 £000 £000 £°000

Cost o ’

At 1 January 2017 4,109 2,565 1,227 201 8,102

Additions - 8 - 126 528 - 662

Disposals ’ ' - ) (253) (32) (287)

Transfer 16 (240) 224 - -

At 31 December 2017 y, 4,133 2,449 1,726 ' 169 8,477
Depreciation :

-At 1 January 2017 : 321 1,764 824 187 3,096
Charge for the year 159 - 246 329 11 745
Disposals ' - - (253) (32) (285)
Transfer 1 (106) 105 - -
At 31 December 2017 - 481 1,904 1,005 (166 3,556
Net book value . : .

At 31 December 2017 3,652 - - 545 721 - 3 4,921
At 31 December 2016 3,788 801 403 14 5,006

/
- Within land and buildings are long leasehold land and buildings with a cost and accumulated depreciation at the
beginning of the year of £233,258 (2016: £233,258) and £49,051 (2016: £39,840) respectively. The depreciation
charge for the year was £9,250 (2016: £9,210) giving accumulated depreciation at the end of the year of £58,301

(2016: £49,051).

All other amounts within land and buildings relate to freehold land and buildings.
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Pyronix Limited

Notes to the financial statements (continued)
For the year ended 31 December 2017

11.  Tangible fixed assets (continued)
i.  Assets held under finance leases

" Leased assets included above:

Land and Plant and Fixtures Motor
buildings machinery and fittings vehicles Total
£°000 £°000 £000 . £°000 : £°000
Net book value ) ' ’ .
- At 31 December 2017 - 58 63 178 2 . 301
At 31 December 2016 ' . 66 103 - 13 12 ’ 194
12.  Stocks
2017 2016
£°000 £000
Raw materials ’ o 3,177 1,049
Work in progress A ' . 1,207 862
- Finished goods 6,978 3,680
11,362 5,591

[y

Stock is held at the lower of cost and recoverable amount. Book value is deemed to be equal to replacement cost.

13.  Debtors
2017 2016
£000 £000
Amounts falling due within one year: ‘
Trade debtors . . 4 . 4618 5,184
Amounts due from group undertakings 1,492 . S
Other réceivables ‘ ‘ ) ' 710 104
Corporation tax . ' 285 115
Deferred tax (note 16) =~ ‘ _ 567 -
Other taxes ' 223 112
Prepayments and accrued income A - ' 74 340
7,969 5,855
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- Pyronix Limited

Notes to the financial statements (continued)
For the year ended 31 December 2017

14.  Creditors: amounts falling due within one year

2017 . 2016
£000 £°000
Trade creditors ' 4,396 5,323
Bank loans and overdrafts ' ’ _ - 90 1,853
Obligations under finance lease and hire purchase contracts 119 114
Amounts due to group undertakings ’ ' 14,125 3,621
Other taxes and social security . 197 " 158
Other creditors ) ‘ : 9 47
Accruals and deferred income » - 4,094 1,316
‘{ 23,030 12,432
The Company has granted a floating charge on ifs assets to secure bank overdrafts of £nil (2016: £50,356).
Accruals and deferred income due within one year include £174,182 (2016: £290,303) deferred grant.
15.  Creditors: amounts falling due after more than one year
2017 2016
, ~ £000 £°000
Bank loans and overdrafts . 3 92
Obligations under finance lease and hire purchase contracts - : 96 56
Accruals and deferred income : - 174
99 322

Accruals and deferred income due after one year include £nil (2016: £174k) deferred grant. -
The company has two bank loans ‘ '

The first loan is a chattel mortgage repayable in 11 monthly instalments of £7k. Interest is calculated at a ﬁxed rate of

4.75%.

The second loan is a chattel mortgage repayable in 14 monthly instalments of £1k. Interest is calculated at a ﬁxed rate

of 4%.

Bank loans and borrowings are secured by a fixed and floating charge over the land and buildings, certain of the book

debts, stock, plant and machmery, and also a life insurance policy in the name of a director.

Finance leases and hlre purchase creditors are secured on the assets concerned.

The company has cross guarantees in place in respect of bank borrowings and overdrafts with two other group
companies. At 31 December 2017 the contingent liability in respect of these borrowings amounted to £nil (2016:

-£nil).
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Pyronix Limited

Notes to the financial statements (continued)
For the year ended 31 December 2017

15.  Creditors: amounts falling due after more than one year (continued)

Borrowings are repayable as follows: _

Bank loans and overdrafts
Between one and two years
Between two and five years

On demand or within one year

Finance leases
Between one and two years
Between two and five years

On demand or within one year

Total borrowings including finance léases

Between one and two years
Between two and five years

On demand or within one year

16.  Provisions for liabilities -

At 1 January 2017 (liability)
Charged to profit and loss account
-RDEC withholding

Adjustment for change in tax rate_

At 31 December 2017 (asset) '

2017 2016
" £°000 £°000
3 89

- 3

90 1,853

- 93 1,945
96 56
119 114
215 170
99 145

- 3
209 1,967
. 3_0,8 2,115
Déferred
taxation

£

50

(594)

(34

11

(567)
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Pyronix Limited

Notes to the financial statements (continued)
- For the year ended 31 December 2017 g

16.  Provisions for liabilities (continued) K : i
Deferred tax

Deferred tax is provided as follows:

2017 2016
£°000 £000
Difference between accurr{ulated depreciation and ’
amortisation and capital allowances . 65 98 .
Other timing differences . - ) (26) (24)
R&D expenditure credit . . : - (53)
Tax losses available : S (553) (24)
Deferred tax (asset)/liability O . - (567) 50

Deferred tax assets and liabilities are offset only where the Company has a.legally enforceable right to do so and
- “where the assets and liabilities relate to income taxes levied by the same taxation authority on the same taxable entlty

or another entlty w1thm the Company.

17.  Called-up share capital and reserves

2017 2016
£000 £000

Allotted, called up and fully paid shares
21,425 Ordinary shares of £1 each 21 21
12,051 Convertible 'A' ordinary shares of £1 each 12 12
33 33

The ordinary shares carry no right to fixed income.

The Company’s other reserves are as follows:

- The share premium account reserve contains the premlum arising on issue of equnty shares, net of issue expenses.

The retained earnings represents cumulative profits or losses net of dividends paid.and.other adjustments.

The revaluation reserve represents the cumulative effect of revaluations of freehold land and buildings which were

revalued on transition to FRS102 as a onetime revaluation, representing deemed cost.

The capital redemption reserve relates to repurchase of company shares and is treat as non-distributable.
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Notes to the financial statements (continued)
For the year ended 31 December 2017

18.  Financial commitments
Capital commitments

Capital commitments are as follows:

: . ' . : 2017 2016 °
' : £000 £000
Contracted for but not provided for
- other : A : ' 59 308"
59 308
Operating leases
Total future minimum lease payments under non-cancellable operating leases are as follows:
' 2017 2016
£°000 £000
Land and Other Land and Other
buildings buildings
- within one year 162 102 ‘ 19 - 52
- between one and five years . ' 548 - 113 - 48
- After five years T 44 - : - -
754 - 215 : 19 100

19. Emplo‘yee benefits
Defined contribution schemes

The compaﬁy operates a defined contribution pension scheme. The pension cost charge for the year represents
contributions payable by the company to the scheme and amounted to £369,294 (2016' £328,326).

- Contributions totallmg £102,366 (2016: £45,424) were payable to the scheme at the end of the year and are included
in creditors.

20.  Subsequent events

There have been no subsequeni events since the balance sheet date.

21. Related party transactions

The Company has taken advantage of the.exemption granted in section 33 of Financial Reportmg Standards not to
disclose related party transactions with other wholly owned group companies.

There, were no other.related party transactions.
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Notes to the financial statements (continued)
For the year ended 31 December 2017

22.  Controlling party

The company’s ultimate parent undertaking, controlling party and parent undertaking of the largest group in which
the financial statements for the company are consolidated is Hangzhou Hikvision Digital Technology Co Ltd,
incorporated in China. For financial information, reference is made to public shareholder information available from
_ Hangzhou Hikvision Digital Technology Co Ltd.

Secure Holdings Limited registered in the UK is the parent undertaking of the smallest group in which the financial
statements of the company are consolidated. Copies of the financial statements may be obtained from Companies
House, Cardiff, CF4 3UZ. "

~ The immediate parent is'Secure Holdings Limited.
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