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RESIDEO TECHNOLOGIES, INC.
PART I.
Item 1.

Business

In this Annual Report on Form 10-K, unless the context otherwise dictates, references to “Resideo”, “the Company”, “we,” “us” or “our” means
Resideo Technologies, Inc. and its consolidated subsidiaries.
This Annual Report includes industry and market data that we obtained from various third-party industry and market data sources. While we believe
the projections of the industry sources referenced in this Annual Report are reasonable, forecasts based upon such data involve inherent uncertainties, and actual
results are subject to change based upon various factors beyond our control. All such industry data is available publicly or for purchase and was not commissioned
specifically for us. While we are not aware of any misstatements regarding any market, industry or similar data presented herein, forecasts based upon such data
involve inherent uncertainties, and actual results regarding the subject matter of such forecasts are subject to change based upon various factors, including those
beyond our control and those discussed under the headings “Risk Factors” and “Cautionary Statement Concerning Forward-Looking Statements” in this Annual
Report.
Separation from Honeywell
The Company was incorporated in Delaware on April 24, 2018. We separated from Honeywell International Inc. (“Honeywell”) on October 29, 2018,
becoming an independent publicly traded company as a result of a pro rata distribution of our common stock to shareholders of Honeywell (the “Spin-Off”). The
Spin-Off is further described in Note 1. Organization, Operations and Basis of Presentation of Notes to the Consolidated and Combined Financial Statements
included in Item 8 of this Form 10-K.
Description of Business
Resideo is a leading global provider of critical comfort, residential thermal solutions and security solutions primarily in residential environments. We
manage our business operations through two segments, Products & Solutions and ADI Global Distribution, which contributed 43.6% and 56.4%, respectively, of
our net revenue for the year ended December 31, 2019. In addition, Products & Solutions sold $312 million to ADI Global Distribution for the year ended
December 31, 2019. The Products & Solutions segment offerings consist of solutions in Comfort, Residential Thermal Solutions (“RTS”) and Security categories
and include temperature and humidity control, thermal, water and air solutions as well as security panels, sensors, peripherals, wire and cable, communications
devices, video cameras, awareness solutions, cloud infrastructure, installation and maintenance tools and related software. Our ADI Global Distribution business is
the leading wholesale distributor of security and low-voltage electronic and security products which include intrusion and smart home, fire, video surveillance,
access control, power, audio and video, Pro AV, networking, communications, wire and cable, enterprise connectivity and structured wiring.
Our critical comfort, residential thermal and security solutions have a presence in over 150 million homes globally. Our products benefit from the
trusted, well-established Honeywell Home brand. Over 15 million systems are installed in homes annually, allowing us to launch innovative technologies and
services at scale. Included in our Products & Solutions segment are traditional products, as well as connected products, which we define as any device with the
capability to be monitored or controlled from a remote location by an end-user or service provider. Approximately 6.7 million of our customers are connected via
our software solutions, providing access to control, monitoring and alerts, and we have approximately 35 million installed sensors generating more than 400 billion
data transmissions annually. Our broad portfolio of innovative products is delivered through a comprehensive network of over 110,000 professional contractors,
more than 3,000 distributors and over 1,200 original equipment manufacturers (“OEMs”), as well as major retailers and online merchants.
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Our ADI Global Distribution business is the leading wholesale distributor of low-voltage security products and is independently recognized for
superior customer service. Through over 200 stocking locations in 17 countries, ADI Global Distribution distributes more than 350,000 products from over 1,000
manufacturers to a customer base of over 100,000 contractors. We believe this global footprint gives us distinct scale and network advantages in our core products
over our competitors. Further, we believe our customers derive great value from the advice and recommendations of our knowledgeable design specialists, allowing
our customers to better meet the technical and systems integration expertise requirements to install and service professional security systems. We continue to be a
leader in the industry with value-added services including presales system design, 24/7 order pick-up, and the selective introduction of new product categories such
as professional audio-visual. Additionally, ADI Global Distribution has long been an important channel to market for our security products, providing a level of
end-customer intimacy that drives our ability to develop successful new products at an accelerated rate and insights into current market trends that help us quickly
adapt our product portfolio to meet evolving customer needs. Similarly, ADI Global Distribution is an important channel to market for third-party manufacturers,
whose products represent a significant majority of ADI Global Distribution’s net revenue.
Addressable Markets and Competition
Products & Solutions
The addressable market for Comfort and RTS solutions is analyzed by IHS Markit (Information Handling Services, “IHS”), Navigant Consulting,
Building Services Research and Information Association (“BSRIA”), and BRG Enterprise Solutions. Based on our analysis of these sources, we believe that the
addressable market is approximately $8 billion for Comfort and approximately $3 billion for RTS in annual sales for 2020 in the markets and geographies that we
compete in. The addressable market for Security solutions is analyzed by IHS and based on our analysis of this source, we believe that the addressable market is
approximately $6 billion in annual sales for 2020 in the markets and geographies that we compete in, which includes security monitoring services and remote video
services.
Some examples of the product categories that we compete in include: Comfort – thermostats, humidity controls, air filters, thermostatic radiator valves,
backflow preventers, etc.; RTS – gas valves, ignition controls, air pressure switches, etc.; and Security – security panels, cellular communicators, motion sensors,
smoke & carbon monoxide sensors, etc.
Our industries and markets are highly competitive. In our Products & Solutions segment we compete with global, national, regional and local providers
for our products, services and solutions, including established manufacturers, distributors and service providers, as well as new entrants, in particular in connected
home and smart products.
Our Security, Comfort and RTS solutions are generally installed professionally, and our channel partners rely on our high-quality OEM parts for repair
and remodel services to meet their customers’ needs. We believe our relationship and investment into the professional channel is one of the key differentiating
factors to allow us to compete more effectively over our competitors. We also have long-standing relationships with important OEMs.
ADI Global Distribution
Based on IHS, we estimate that the global addressable market for the distribution of security and low-voltage products (which include intrusion and
smart home, fire, video surveillance, access control, power, audio and video, Pro AV, networking, communications, wire and cable, enterprise connectivity and
structured wiring) is approximately $22 billion in annual sales for 2020 in the markets and geographies in which we participate.
Examples of select product categories we distribute via ADI Global Distribution include video surveillance, intrusion systems, access control, fire and
life safety systems, professional audio-visual systems, and networking products, etc.
In our ADI Global Distribution segment, we compete against manufacturer direct sales, other distributors and other sellers, including retail and ecommerce.
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The most significant competitive factors we face are product and service innovation, our reputation and the reputation of our brands, sales and
marketing programs, product performance, quality of product training and events, product availability, speed and accuracy of delivery, service and price, technical
support, credit availability and product reliability and warranty. In addition to current competitive factors, there may be new market entrants with non-traditional
business and customer service models or disruptive technologies and products, resulting in increased competition and changing industry dynamics.
Materials and Suppliers
Purchased materials in our manufacture of products include copper, steel, aluminum, plastics, printed circuit boards, semiconductors and passive
electronics. Purchased materials cover a wide range of supplier value-add, from raw materials and single components to subassemblies and complete finished
goods, and there are considerable expenditures on both commercial off-the-shelf and make-to-print items. Although execution of material substitutions or supplier
changes may be resource intensive, alternatives usually exist in the event that a supplier becomes unable to provide material. Unforeseen shortages and supply
disruptions occur from time to time but are typically manageable such that adverse impact to customers can be avoided. Raw material price fluctuations, the ability
of key suppliers to meet quality and delivery requirements, and catastrophic events can increase the cost of our products and services, and impact our ability to meet
commitments to customers.
Inventory
Our inventory levels vary by distribution channel. We typically maintain approximately three to six weeks of inventory for retail distribution and two
to four weeks of inventory for professional installers, distributors and OEMs. In addition, ADI Global Distribution operates over 200 stocking locations globally
and is contractually obligated to maintain four weeks of inventory for certain customers.
Customers
The end-users for our products are residential and commercial consumers throughout the world. We reach these end-users through sales to professional
installers and OEMs, and through retail distribution including e-commerce. The global end-user customer base for the Products & Solutions segment includes over
150 million homes globally and greater than 15 million systems installed in homes annually. Our products and solutions are carried by major distributors in our
relevant industries across North America and Western Europe, including our ADI Global Distribution business. We also have relationships with over 1,200 OEMs.
In the distribution segment, ADI Global Distribution has a customer base of over 100,000 contractors and covers a variety of product categories
comprising over 350,000 products from over 1,000 leading manufacturers.
Regulatory and Environmental Compliance
We are subject to various federal, state, local and foreign government requirements relating to the protection of the environment. We believe that, as a
general matter, our policies, practices and procedures are properly designed to prevent unreasonable risk of environmental damage and personal injury and that our
handling, manufacture, use and disposal of hazardous substances are in accordance with environmental and safety laws and regulations. However, mainly because
of past operations and operations of predecessor companies, we, like other companies engaged in similar businesses, have incurred and will continue to incur and
manage remedial response and voluntary cleanup costs for site contamination. Lawsuits, claims and costs involving environmental matters may arise in the future.
As of December 31, 2019, we have recorded a liability for environmental investigation and remediation of approximately $22 million related to sites
owned and operated by Resideo (“Resideo Sites”). We do not currently possess sufficient information to reasonably estimate the amounts of environmental
liabilities to be recorded upon future completion of studies, litigation or settlements, and we cannot determine either the timing or the amount of the ultimate costs
associated with environmental matters, which could be material to our consolidated and combined results of operations and operating cash flows in the periods
recognized or paid. However, considering our past experience and existing reserves, we do not expect that environmental matters will have a material adverse effect
on our consolidated and combined financial position.
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Furthermore, we are required to indemnify Honeywell in amounts equal to 90% of payments, which include amounts billed, with respect to certain
environmental claims, remediation and, to the extent arising after the Spin-Off, hazardous exposure or toxic tort claims, in each case including consequential
damages in respect of specified Honeywell properties contaminated through historical business operations prior to the Spin-Off (“Honeywell Sites”), including the
legal and other costs of defending and resolving such liabilities, less 90% of Honeywell’s net insurance receipts relating to such liabilities, and less 90% of the net
proceeds received by Honeywell in connection with (i) affirmative claims relating to such liabilities, (ii) contributions by other parties relating to such liabilities and
(iii) certain property sales. As of December 31, 2019, we have recorded a liability of approximately $585 million in relation to our reimbursement obligation to
Honeywell under the Honeywell Reimbursement Agreement. See Note 19. Commitments and Contingencies of Notes to Consolidated and Combined Financial
Statements for a description of the material terms thereof.
Employees
As of December 31, 2019, we employ approximately 13,000 employees. Of this total, approximately 10.1% of our employees were covered by
collective bargaining agreements and represented worldwide by numerous unions and works councils. We believe that our relations with our employees and labor
unions have generally been good.
Seasonality
Our business experiences a moderate level of seasonality. Sales activity is generally highest during the early winter months, with the highest sales at
the end of the fourth quarter and into the first quarter in the majority of our geographical markets.
Backlog
In general, we do not manufacture our products against a backlog of orders and do not consider backlog to be a significant indicator of the level of
future sales activity. Therefore, we believe that backlog information is not material to understanding our overall business and should not be considered a reliable
indicator of our ability to achieve any particular level of revenue or financial return.
Research and Development and Intellectual Property
We have software centers of excellence in Austin, Texas and Bengaluru and Madurai, India. In addition, our laboratories are certified to meet various
industry standards, such as through UL, enabling us to test products internally. We also have a user experience design group that consists of researchers and product
and user experience designers across three primary studios in Austin, Texas; Golden Valley, Minnesota; and Bengaluru, India. As of December 31, 2019, we
employed over 1,100 engineers.
Our deep domain expertise, proprietary technology and brands are protected by a combination of patents, trademarks, copyrights, trade secrets, nondisclosure agreements and contractual provisions. We own approximately 3,000 worldwide active patents and pending patent applications to protect our research
and development investments in new products and services. We have and will continue to protect our products and technology by asserting our intellectual property
rights against third-party infringers. See Note 19. Commitments and Contingencies of Notes to Consolidated and Combined Financial Statements for more
information.
Segments
We manage our business operations through two segments, Products & Solutions and ADI Global Distribution. The Products & Solutions segment
offerings include our Comfort, RTS, and Security products, which, consistent with our industry, has a higher gross and operating margin profile in comparison to
the ADI Global Distribution segment.
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Products & Solutions
We estimate that our net revenue generated from our Products & Solutions segment is primarily from residential end-markets. Included in our Products
& Solutions segment are traditional products, as well as connected products, which we define as any device with the capability to be monitored or controlled from a
remote location by an end-user or service provider. Products & Solutions consist of solutions in the following Comfort, RTS and Security categories:
•

•

•

Comfort: Our Comfort solutions have historically been marketed and sold primarily under the Honeywell brand, and following the Spin-Off, these
products and solutions are now marketed and sold under the Honeywell Home brand. These solutions include home products, services and technologies
including:
○
Temperature and Humidity Control Solutions: Products to control air conditioners and heating equipment, thermostats and zoning devices,
control panels, dampers and actuators.
○
Water Solutions: Products to control hydronic heating, cooling, and potable water solutions, including control panels, zone valves, balancing
valves, thermostatic radiator valves, temperature valves, floor temperature sensors and accessories, pressure regulators, backflow preventers and
potable water care products to filter, clean and soften water.
○
Air Solutions: Products to control air quality, such as whole home humidifiers and dehumidifiers, air filters, air purification and odor control
solutions and ventilation systems and controls.
○
Software Solutions: Global software platforms and mobile applications that provide contractors and consumers with access to services such as
demand response, energy management, auto-replenishment services and predictive appliance diagnostics.
RTS: Our RTS solutions have historically been marketed and sold under the Honeywell Home brand as part of our portfolio. These solutions include:
○
Boiler Products: Solutions that provide safe and efficient combustion for standard and high efficiency Boiler Systems. Key technology in gas
adaptivity, gas pre-mix, and diagnostics used in critical components such as gas valves, electronic and ignition controls.
○
Gas Storage Water Heating Solutions: Solutions that provide safe and efficient combustion for Water Heating Systems. Key technology in gas
pressure regulation, set-point control, and temperature accuracy used in critical components such as gas valves, electronic and ignition controls.
○
Ducted Solutions: Solutions that provide safe and efficient combustion for Warm Air Furnaces. Key technology in ignition, gas pressure
regulation, fan control, and system monitoring used in critical components such as air pressure switches, gas valves and ignition controls.
○
Thermal Adjacency Solutions: Solutions that provide safe and efficient combustion for other gas burning appliances. Key technology in gas
ignition and gas pressure regulation used in critical components such as air pressure switches, gas valves, electronic and ignition controls for use
in Agricultural heaters, Commercial Cooking gas appliances, Pool heaters, Unit and Duct heaters. In addition, agricultural heaters, equipped with
our gas valve, electronic and ignition control.
Security: Our Security solutions are sold under the Honeywell Home and various OEM brands. They include professionally-installed and monitored
intrusion and life safety detection and alarm systems, as well as self-installed and self-monitored awareness solutions including:
○
Security Panels: Product solutions that communicate with sensors that receive event or condition signals and send those signals to a monitoring
station and cloud infrastructure.
○
Sensors: Product solutions that detect intrusion (for example, motion, opening of doors and windows and breaking of glass), smoke, carbon
monoxide and water and transmit a signal to a security panel.
○
Peripherals: Accessory solutions that interact with security systems, such as keypads and key-fobs.
○
Wire and Cable: Low voltage electrical wiring and category cable.
○
Software Solutions: Global software platforms and mobile applications that provide contractors and consumers with access to services such as
alarm monitoring, communication, automation and video services. In addition, we provide our contractors with data analytics tools, through our
AlarmNet 360 software suite.
○
Communications: Solutions that transmit notifications and security information from security systems to monitoring stations, such as cellular
radios and internet and telephone line communicators.
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○
○

○
○

Video Cameras: Battery-operated indoor and outdoor video motion viewers that detect motion and enable live “look-in” remotely, and Wi -Fi
cameras for indoor and outdoor use.
Awareness: Self-installed and self-monitored systems that include a home gateway/hub, cameras and awareness sensors to detect motion and
sounds, opening and closing of doors, entry and exit of known users of the system (facial recognition) and provide alerts to the user via a mobile
app.
Cloud Infrastructure: Network operating center that routes signals between home and monitoring station and enables secured, remote data
transmissions.
Installation and Maintenance: Software tools and applications to enable security contractors to install, program and maintain security systems.

ADI Global Distribution
ADI Global Distribution is the leading wholesale distributor of security and low-voltage electronics products, which include security, safety and audiovisual products and related accessories. These products, which are commonly referred to as “low-voltage”, are traditionally defined as products operating at or
below 24 volts. According to IHS data, ADI Global Distribution has the leading global market share in security equipment distribution. ADI Global Distribution
operates through a distribution network of over 200 stocking locations throughout the world, delivering to over 100,000 contractors.
Through ADI Global Distribution, we distribute a broad selection of our products as well as third-party products to meet customer needs, including:
•

•

Security products
○
Video Surveillance: Internet protocol and high-definition analog cameras, recording and storage devices, video management and analytics
software, and related system accessories.
○
Intrusion: Residential and commercial alarm systems, keypads, detection and sensing devices, alarm communication equipment, and related
systems accessories.
○
Access Control: Access control panels and software, readers, credentials, locking hardware, gate control, intercoms and related system
accessories.
Other products
○
Fire and Life Safety: Fire alarm control panels, fire detection equipment, fire notification equipment, manual call points/stations and related
system accessories.
○
Wire, networking and professional audio-visual systems.

In addition to our own Security products, which make up 13% of total ADI Global Distribution product line revenue, ADI Global Distribution
distributes products from industry-leading manufacturers and also carries a line of private label products. We sell these products to contractors that service nonresidential and residential end-users. Management estimates that in 2019 approximately two-thirds of ADI Global Distribution net revenue were attributed to nonresidential end markets and one-third to residential end markets.
Other Information
Our Annual Report on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K and any amendments to those reports are available
free of charge on our website (www.resideo.com) under the heading Investors (see SEC Filings) immediately after they are filed with, or furnished to, the SEC. All
of the reports that we file or furnish with the SEC are also available on the SEC’s website at www.sec.gov. In addition, in this Form 10-K, we incorporate by
reference certain information from parts of our Proxy Statement for the 2020 Annual Meeting of Stockholders and which will also be available free of charge on
our website. Information contained on, or connected to, our website does not and will not constitute part of this Form 10-K.
We are a Delaware corporation incorporated on April 24, 2018. Our principal executive offices are located at 901 E. 6th Street, Austin, Texas 78702.
Our telephone number is (512) 726-3500. Our website address is www.resideo.com.
We disclose public information to investors, the media and others interested in our Company through a variety of means, including our investor
relations website (https://investor.resideo.com), press releases, SEC filings, blogs, public conference calls and presentations, webcasts and social media, in order to
achieve broad, non-exclusionary distribution of information to the public. We use these channels to communicate with our stockholders
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and the public about our Company, our products, solutions and other issues. It is possible that the information we post on social media could be deemed to be
material information. We encourage investors, the media and others interested in our Company to review the information we post on our website and the social
media channels listed below. The list of social media channels we use may be updated from time to time on our investor relations website.
The Company’s News Page (https://www.resideo.com/news)
The Company’s Facebook Page (www.facebook.com/resideo)
The Company’s Twitter Feed (https://twitter.com/resideo)
The Company’s LinkedIn Feed (https://www.linkedin.com/company/resideo1/)
References to our website and other social media channels are made as inactive textual references and information contained on them is not
incorporated by reference into this Annual Report.
Item 1A.

Risk Factors

Cautionary Statement Concerning Forward-Looking Statements
This Form 10-K contains “forward-looking statements” that involve risks and uncertainties. These statements can be identified by the fact that they do
not relate strictly to historical or current facts, but rather are based on current expectations, estimates, assumptions and projections about our industries and our
business and financial results. Forward-looking statements often include words such as “anticipates,” “estimates,” “expects,” “projects,” “forecasts,” “intends,”
“plans,” “continues,” “believes,” “may,” “will,” “goals” and words and terms of similar substance in connection with discussions of future operating or financial
performance. As with any projection or forecast, forward-looking statements are inherently susceptible to uncertainty and changes in circumstances. Our actual
results may vary materially from those expressed or implied in our forward-looking statements. Accordingly, undue reliance should not be placed on any forwardlooking statement made by us or on our behalf. Although we believe that the forward-looking statements contained in this Form 10-K are based on reasonable
assumptions, you should be aware that many factors could affect our actual financial results or results of operations and could cause actual results to differ
materially from those in such forward-looking statements, including but not limited to:
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

limited operating history as an independent, publicly traded company and unreliability of historical pre-Spin-Off combined financial information as an
indicator of our future results;
the level of competition from other companies in our markets and segments, as well as in new markets and emerging markets;
ability to successfully develop new technologies and introduce new products;
inability to attract and retain new leadership personnel, including the CEO and CFO and to manage successfully through leadership transitions;
inability to recruit and retain qualified personnel;
changes in prevailing global and regional economic conditions;
natural disasters or inclement or hazardous weather conditions, including, but not limited to cold weather, flooding, tornadoes and the physical impacts
of climate change;
fluctuation in financial results due to seasonal nature of portions of our business;
failure to achieve and maintain a high level of product and service quality;
dependence upon investment in information technology;
failure or inability to comply with relevant data privacy legislation or regulations, including the European Union’s General Data Protection Regulation
and the California Consumer Privacy Act ;
technical difficulties or failures;
work stoppages, other disruptions, or the need to relocate any of our facilities;
economic, political, regulatory, foreign exchange and other risks of international operations, including the impact of tariffs and the recently negotiated
USMCA, which, when legislatively approved by each of the U.S., Mexico and Canada, will serve to replace NAFTA;
changes in legislation or government regulations or policies;
our growth strategy is dependent on expanding our distribution business;
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•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

inability to obtain necessary product components, production equipment or replacement parts;
the significant failure or inability to comply with the specifications and manufacturing requirements of our OEM customers;
inability to implement and execute on actions to achieve the expected results from our operational and financial review disclosed in connection with
our 2019 third-quarter results;
the possibility that our goodwill or other intangible assets become impaired;
increases or decreases to the inventory levels maintained by our customers;
difficulty collecting receivables;
the failure to protect our intellectual property or allegations that we have infringed the intellectual property of others;
our inability to maintain intellectual property agreements;
our inability to service our indebtedness;
the failure to increase productivity through sustainable operational improvements;
inability to grow successfully through future acquisitions;
the operational constraints and financial distress of third parties;
changes in the price and availability of raw materials that we use to produce our products;
labor disputes;
our ability to borrow funds and access capital markets;
the amount of our obligations and nature of our contractual restrictions pursuant to, and disputes that have or may hereafter arise under, the Honeywell
Reimbursement Agreement and the other agreements we entered into with Honeywell in connection with the Spin-Off;
our reliance on Honeywell for the Honeywell Home trademark;
potential material environmental liabilities;
our inability to fully comply with data privacy laws and regulations;
potential material losses and costs as a result of warranty claims, including product recalls, and product liability actions that may be brought against us;
potential business and other disruption due to cyber security threats or concerns;
potential material litigation matters, including the shareholder litigation described in this Form 10-K;
unforeseen U.S. federal income tax and foreign tax liabilities;
U.S. federal income tax reform;
the inception or suspension in the future of any dividend program; and
certain factors discussed elsewhere in this Form 10-K.

These and other factors are more fully discussed in the “Risk Factors” and “Management’s Discussion and Analysis of Financial Condition and Results
of Operations” sections and elsewhere in this Form 10-K. These risks could cause actual results to differ materially from those implied by forward-looking
statements in this Form 10-K. Even if our results of operations, financial condition and liquidity and the development of the industry in which we operate are
consistent with the forward-looking statements contained in this Form 10-K, those results or developments may not be indicative of results or developments in
subsequent periods.
Any forward-looking statements made by us in this Form 10-K speak only as of the date on which they are made. We are under no obligation to, and
expressly disclaim any obligation to, update or alter our forward-looking statements, whether as a result of new information, subsequent events or otherwise.
Risk Factors
You should carefully consider all of the information in this Form 10-K and each of the risks described below, which we believe are the principal risks
that we face. Some of the risks relate to our business, others to the Spin-Off. Some risks relate principally to the securities markets and ownership of our common
stock.
Any of the following risks, as well as other risks not currently known to us or that we currently consider immaterial, could materially and adversely
affect our business, financial condition, results of operations and cash flows and the actual outcome of matters as to which forward-looking statements are made in
this Form 10-K.
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The following risk factors are not necessarily presented in order of relative importance and should not be considered to represent a complete set of all
potential risks that could affect us.
Risks Relating to Our Business
We have limited operating history as an independent, publicly traded company, and our historical consolidated and combined financial information for the
periods prior to the Spin-Off is not necessarily representative of the results we would have achieved as an independent, publicly traded company and may not be
a reliable indicator of our future results.
We derived the historical combined financial information for periods prior to the Spin-Off included in this Form 10-K from Honeywell’s consolidated
financial statements, and this information does not necessarily reflect the results of operations and financial position we would have achieved as an independent,
publicly traded company during the periods presented, or those that we will achieve in the future.
We operate in highly competitive markets.
We operate in highly competitive markets and compete directly with global, national, regional and local providers of our products, services and
solutions including manufacturers, distributors, service providers, retailers and online commerce providers. The most significant competitive factors we face are
product and service innovation, reputation of our Company and brands, sales and marketing programs, product performance, quality of product training and events,
product availability, speed and accuracy of delivery, service and price, technical support, furnishing of customer credit and product reliability and warranty, with
the relative importance of these factors varying among our segments and products. In addition to current competitive factors, there may be new market entrants with
non-traditional business and customer service models or disruptive technologies and products, resulting in increased competition and changing business dynamics.
See “Risks Relating to Our Business—The market for connected home solutions is fragmented, highly competitive, continually evolving and subject to disruptive
technologies.” Existing or future competitors may seek to gain or retain market share by reducing prices, and we may be required to lower prices or may lose
business, which could adversely affect our business, financial condition, results of operations and cash flows. Also, to the extent that we do not meet changing
customer preferences or demands or other market changes, or if one or more of our competitors introduces new products, becomes more successful with private
label products, online offerings or establishes exclusive supply relationships, our ability to attract and retain customers could be adversely affected. For example, in
the third quarter of 2019, and continuing through the fourth quarter, we experienced lower sales of our non-connected thermostats due in part to a pre-Spin-Off
cutover from the prior generation of non-connected thermostats to the T-Series line which resulted in loss of sales of certain thermostats to competition.
We also have long-standing relationships with customers whose business models may be subject to the risks articulated above. For example, changes in
the security system market, such as a shift away from subscription monitoring services, could adversely impact certain of our large customers or cause them to
change their business models in ways that adversely impact our business and cash flows. As new market entrants emerge there can be no guarantee that we will be
successful in developing customer relationships with them, or that such relationships will be as mutually beneficial as our current relationships. Furthermore, if new
technologies or business models become ascendant in our customers’ markets our relationships and service commitments with incumbent businesses may become a
disadvantage.
To remain competitive, we will need to invest continually in product development, marketing, customer service and support, manufacturing and our
distribution networks. We may not have sufficient resources to continue to make such investments and we may be unable to maintain our competitive position. In
addition, we anticipate that we may have to reduce the prices of some of our products or solutions to stay competitive, potentially resulting in a reduction in the
profit margin for, and inventory valuation of, these products. It is possible that competitive pressures resulting from consolidation, including customers taking
manufacturing or distribution in house, moving to a competitor and consolidation among our customers, could affect our growth and profit margins. In addition,
competitors in certain high-growth regions may have lower costs than we do due to lower local labor costs and favorable government regulation. Countries in high
growth regions may have differing codes and standards impacting the cost of doing business and may have fewer protections for, or offer less ability to utilize,
existing intellectual property. We may not be able to compete effectively with new competitors from such regions. Existing or future competitors also may seek to
compete with us for acquisitions, which could have the effect of increasing the price for, and reducing the number of, suitable acquisitions.
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Our competitors may have more substantial resources than we do.
Our current and potential competitors may have greater resources, access to capital, including greater research and development or sales and marketing
funds, more customers, and more advanced technology platforms, particularly with our products and services in connected services and in new geographic regions.
Many of our competitors may be able to develop offerings that have alternate income streams such as data and advertising revenue which we may not have, and
therefore may be able to offer their service products for a lower price or for free and offset any business losses with profits from the rest of their broad product
portfolios. Some of our competitors may also be able to deliver their service solutions more quickly to market than we can by capitalizing on technology developed
in connection with their substantial existing service models. In addition, some of our competitors have significant bases of customer adoption in other services and
in online content, which they could use as a competitive advantage in the growing connected home solutions services market or otherwise in our product or
distribution businesses. New entrants into the wholesale distribution business or products business could include companies with significant presence in residential
environments and could put us at a competitive disadvantage if they enter the market. Current and future competitive pressures may cause us to reduce our prices or
lose market share, or could negatively affect our cash flow, all of which could have an adverse effect on our business, financial condition, results of operations and
cash flows.
The market for connected home solutions is fragmented, highly competitive, continually evolving and subject to disruptive technologies.
The market for connected home solutions is fragmented, highly competitive, continually evolving and subject to disruptive technologies. Cable and
telecommunications companies actively focusing on competing in connected home solutions and expanding into the monitored security space, and the recent
expansion by large technology companies into connected home solutions, could result in pricing pressure, a shift in customer preferences towards the services of
these companies and a reduction in our market share. New market entrants with non-traditional business and customer service models or disruptive technologies
and products could result in increased competition and changing business dynamics. Continued pricing pressure from these competitors or other new entrants,
failure to successfully partner with these companies or failure to achieve pricing based on competitive advantages could prevent us from maintaining competitive
price points for our products and services, resulting in loss of customers or in our inability to attract new customers and have an adverse effect on our business,
financial condition, results of operations and cash flows. Based on these or other factors described herein, we may not be able to grow our connected home
solutions business as anticipated.
Competition in the distribution business is significant.
If end customers of our distribution business are not convinced of the reputation of our Company and brands and of our ability to compete on product
performance, quality of product training and events, product availability, speed and accuracy of delivery, service and price, technical support, credit availability and
product reliability and warranty, we could lose business, which could have an adverse effect on our business, financial condition, results of operations and cash
flows. In addition, most of our products are available from several sources and our customers tend to have relationships with several distributors. Furthermore, if
retail outlets, including online commerce or big box stores were to increase their participation in wholesale distribution markets, or if buying patterns for our
products become more retail or e-commerce based through these outlets, we may not be able to effectively compete, which could have an adverse effect on our
business, financial condition, results of operations and cash flows. Consolidation and entry of larger players via acquisition of companies in our industry can
increase competition. Also, other sources of competition are buying groups that consolidate purchasing power, which if successful could have an adverse effect of
our business, financial condition, results of operations and cash flows. The security industry is undergoing consolidation as many residential and commerciallyfocused companies combine to leverage product and vertical market expertise and expand their service footprint. In recent years, this trend of consolidation has
accelerated, and many of our customers have combined with companies with whom we have little or no prior relationship. In addition, if manufacturers of products
sold through our distribution business increase their direct-to-customer or retail distribution, it could have an adverse effect on our business, financial condition,
results of operations and cash flows.
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Growth of the retail market and e-commerce market could adversely affect our business.
Our solutions are primarily sold through a network of professional contractors, distributors, OEMs, retailers and online merchants. Growth of the retail
market, including the self-installed or do-it-yourself retail markets and e-commerce markets could affect our business by attracting new competitors, some of whom
may be larger and have more resources than we do. In addition, growth of these retail markets relative to the professional installation markets may negatively
impact our margins, which could negatively affect our cash flow and have an adverse effect on our business, financial condition and results of operations and cash
flows.
Technology in our markets is changing rapidly and our future results and growth are largely dependent upon our ability to develop new technologies and
introduce new products that achieve market acceptance.
Technology in our markets is in a continuing and often rapid state of change as new technologies and enhancements to existing technologies continue
to be introduced both in our traditional and connected product markets. There is increasing customer demand for connected home solutions and the development of
new technologies as well as increasing emphasis on product efficiency in our traditional products. Our future results depend upon a number of factors, including our
ability to (i) identify emerging technological trends, (ii) develop and maintain competitive products, in part by adding innovative features that differentiate our
products from those of our competitors and prevent commoditization of our products, (iii) grow our market share, (iv) develop, manufacture and bring compelling
new products to market quickly and cost-effectively, (v) find and effectively partner with and continue to partner with home connected device platforms and (vi)
attract, develop and retain individuals with the requisite technical expertise and understanding of customers’ needs to develop new technologies and introduce new
products.
We can offer no assurance that we will be able to keep pace with technological developments, nor that we will achieve commercial success with any
new products introduced to market. It is also possible that one or more of our competitors could develop a significant technical advantage or breakthrough that
allows them to provide additional or superior products or services, or to lower their price for similar products or services, that could put us at a competitive
disadvantage. Our inability to predict the growth of and respond in a timely way to customer preferences and other developments could have an adverse effect on
our business, financial condition, results of operations and cash flows.
Our customer service model has historically been based largely around individualized product support, primarily through telephone communications.
Although this allows a high degree of personalized and interactive dialogue, it differs from the highly scalable and rapid electronic response systems utilized by
technology companies that operate in or may enter our markets. As such, we may be disadvantaged in terms of cost and overall customer satisfaction if we are
unable to successfully adapt our support model to changes in customer expectations for our products.
Our connected solutions platform allows for integration and connection to third-party solutions and for application designs. This interoperability is
designed to reduce the barriers to using our software and panels with different devices but could also have the effect of encouraging competitors to produce devices
that operate on our platform, which could lower sales of our products. Adoption rates of our connected home solutions will also depend on a number of factors,
including development of competitive and attractive products and the cost to customers of installation of new solutions or upgrade or renovation from older
connected platforms or products. In addition to our application products, we rely on third-party designers to create applications connecting our products to other
platforms. If developers choose not to develop on our system, the accessibility of our solutions across other systems, devices and platforms might not expand in line
with our competitors.
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In addition, if we are unable to effectively protect our trade secreted or proprietary technology from third parties or other competitors that may have
access to our technology through our open architecture model, our business and competitive position may be harmed.
We expect that the growth of our business may depend on our development of new technologies in response to legislation and regulation related to
efficiency standards, safety, privacy and security and environmental concerns. Agreement on legislation and regulation may be slow and implementation of any
such reforms may take many years. As a result, any growth related to solutions that are responsive to such reforms may be delayed.
Our connected solutions and other products and services rely on enabling technology, connectivity, software and intellectual property that in certain instances
we do not own or control.
Our operations depend upon third-party technologies, software and intellectual property. Additionally, our connected solutions and our security
monitoring services may be accessed through the Internet and using connectivity infrastructures (for example, 4G, LTE, 5G and other wireless technologies) and
cloud-based technologies. We rely on cloud service providers, cellular and other telecommunications and network providers to communicate signals to and from
customers using our connected solution applications in a timely, cost-efficient and consistent manner.
The failure of one or more of these providers or technologies to transmit and communicate signals in a timely manner could affect our ability to
provide services to our customers or for our connected solution products to work as designed. There can be no assurance that third-party telecommunications and
network providers and signal-processing centers will continue to transmit and communicate signals to or from our third-party providers and the monitoring stations
without disruption. Any such disruption, particularly one of a prolonged duration, could have an adverse effect on our business, financial condition, results of
operations and cash flows. In addition, failure to renew contracts with existing providers or licensors of technology, software, intellectual property or connectivity
solutions, or to contract with other providers or licensors on commercially acceptable terms or at all may adversely impact our business, financial condition, results
of operations and cash flows.
We have experienced significant management turnover and need to retain key management personnel.
Our Board is conducting a search for a new Chief Executive Officer and a new Chief Financial Officer. In December 2019, we announced that the
Board was conducting a search for a successor for our Chief Executive Officer. Our current Chief Executive Officer, Michael Nefkens, has agreed to remain with
the company until his successor is appointed, subject to his right to leave the company sooner on at least 60 days advance notice. In November 2019, we announced
the termination of employment of our former Chief Financial Officer, and the appointment of an Interim Chief Financial Officer. In January 2020, the Board
appointed Sach Sankpal as our new President of Products & Solutions, at which time Niccolo de Masi who previously served as President of Products & Solutions
and Chief Innovative Officer continued to be our Chief Innovation Officer, but he ceased to be an executive officer. In some cases, we are required to pay
significant amounts of severance in connection with these management terminations and transitions. Transitions in senior executive leadership can adversely affect
relationships with our clients, suppliers, and employees, make it difficult to attract and retain talent and disrupt execution of our strategy and our efforts to enhance
our operations. In addition, the absence of permanent leaders in the Chief Executive Officer and Chief Financial Officer roles can pose challenges in planning for
the future. In addition, we must successfully integrate any new management personnel whom we hire within our organization in order to achieve our operating
objectives. Changes in other key management positions may temporarily affect our financial performance and results of operations as the new management
becomes familiar with our business. Accordingly, our future financial performance will depend to a significant extent on our ability to motivate and retain key
management personnel.
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We depend on the recruitment and retention of qualified personnel, and our failure to attract and retain such personnel could adversely affect our business,
financial condition, results of operations and cash flows.
Due to the complex nature of our business, our future performance is highly dependent upon the continued services of our employees and management
who have significant industry expertise, including our engineering and design personnel and trained sales force. Our performance is also dependent on the
development of additional personnel and the hiring of new qualified engineering, design, manufacturing, marketing, sales and management personnel for our
operations. Competition for qualified personnel in our markets is intense, and we may not be successful in attracting or retaining qualified personnel. The loss of
key employees, our inability to attract new qualified employees or adequately train employees, or the delay in hiring key personnel could negatively affect our
business, financial condition, results of operations and cash flows.
Market and economic conditions may adversely affect the economic conditions of our customers, demand for our products and services and our results of
operations.
As a global provider of Comfort, RTS and Security products, services and technologies for the home, as well as a worldwide wholesale distributor of
security and low-voltage electronics products, our business is affected by the performance of the global new and repair and remodel construction industry. Our
markets are sensitive to changes in the regions in which we operate and are also influenced by cyclical factors such as interest rates, inflation, availability of
financing, consumer spending habits and confidence, employment rates and other macroeconomic factors over which we have no control, and which could
adversely affect our business, financial condition, results of operations and cash flows. For example, downward changes in the housing market would be expected
to depress sales to professional contractors and result in substantially all of our professional contractor and OEM customers lowering production schedules, which
would have a direct impact on our business, financial condition, results of operations and cash flows.
Our sales are also affected by fluctuations in demand for Internet-connected devices. If the market for connected home solutions grows more slowly
than anticipated, whether as a result of unfavorable economic conditions, uncertain geopolitical environments, budgetary constraints of our consumers or other
factors, we may not be able to increase our revenue and earnings.
Portions of our revenue and cash flow are seasonal, which could cause our financial results and liquidity to fluctuate.
A portion of our revenue is seasonal, which impacts the comparison of our financial condition and results of operations on a quarter-by-quarter basis.
Sales activity is generally highest during the early winter months, with the highest sales at the end of the fourth quarter and into the first quarter in the majority of
our geographical markets.
Global climate change could negatively affect our business.
Responses to climate change may cause a shift away from fossil fuels to alternative power sources. Many of our thermal solutions are designed for
application with oil and gas systems. A shift away from fossil fuels could affect our OEM customers’ business and result in a loss of business for them and for us. If
we fail to adapt our solutions to alternative power sources, it could have an adverse effect on our business, financial condition, results of operations and cash flows.
Cooler than normal summers and warmer than normal winters may depress our sales. In addition, stable temperatures may result in less wear and tear
on cooling and heating equipment which may depress Comfort and RTS sales. Demand for our products and our services, particularly our products and solutions
geared toward the home construction repair and remodel industry, including our Comfort and RTS businesses, is seasonal and strongly affected by the weather.
Cooler than normal summers depress our sales of replacement controls for heating, ventilation, cooling and water heating equipment in certain larger markets.
Similarly, warmer than normal winters have the same effect on our heating products and services. For example, in the third quarter of 2019, we experienced lower
sales of our RTS products due in part to weather that slowed housing construction earlier in the year and a relatively mild start to the heating season. Increased
public awareness and concern regarding global climate change have led to our development of social responsibility, sustainability and other business policies,
which in some instances are more restrictive than current laws and regulations. In light of the current regulatory environment, we also face uncertainty with respect
to future climate change initiatives, including regional and/or federal requirements to reduce greenhouse gas emissions.
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Moreover, climate change itself creates financial risk to our business. Unseasonable weather conditions may impact the availability and cost of
materials needed for manufacturing and increase insurance and other operating costs and, especially in the case of disruptions at our ADI Global Distribution stores,
our ability to make sales during the pendency of site closures. These factors may influence our decisions to construct new facilities or maintain existing facilities in
areas that are prone to physical climate risks. We could also face indirect financial risks passed through the supply chain, and process disruptions due to physical
climate changes could result in price modifications for our products and the resources needed to produce them.
We could be adversely affected by any violations of the U.S. Foreign Corrupt Practices Act (“FCPA”), the U.K. Bribery Act, and other foreign anti-bribery
laws.
We are subject to the U.S. Foreign Corrupt Practices Act (“FCPA”) and other laws that prohibit improper payments or offers of payments to foreign
government officials and political parties for the purpose of obtaining or retaining business or otherwise securing an improper business advantage. We do business
and may do additional business in the future in countries and regions in which we may face, directly or indirectly, corrupt demands by officials. We face the risk of
unauthorized payments or offers of payments by one of our employees, contractors or consultants. Our existing safeguards and any future improvements may prove
to be less than effective in preventing such unauthorized payments, and our employees and consultants may engage in conduct for which we might be held
responsible. Any such violation, even if prohibited by our policies, could subject us and such persons to criminal and/or substantial civil penalties or other
sanctions, which could have a material adverse effect on our business, financial condition, cash flows, and reputation.
If our goodwill or intangible assets become impaired, we may be required to record a significant charge to earnings.
We test, at least annually, the carrying value of goodwill for impairment, as discussed in Note 2 of the Notes to the Consolidated and Combined
Financial Statements included in the 2019 Annual Report on Form 10-K. The estimates and assumptions about future results of operations and cash flows made in
connection with the impairment testing could differ from future actual results of operations and cash flows. If the assumptions used in our analysis are not realized
or if there was an adverse change in facts and circumstances, it is possible that an impairment charge may need to be recorded in the future. Specifically, the fair
value of our Products & Solutions reporting unit, with goodwill of approximately $2,004 million, exceeded its carrying value by 10% and therefore is highly
sensitive to adverse changes in the facts and circumstances that could result in a possible future impairment. If the fair value of the Company’s reporting units falls
below its carrying amount because of reduced operating performance, market declines, changes in the discount rate, or other conditions, charges for impairment
may be necessary. Any such charges may have a material negative impact on our results of operations. There were no impairment charges taken during the years
ended 2019, 2018, and 2017.
Failure to achieve and maintain a high level of product and service quality could damage our image with customers and negatively impact our results.
Product and service quality issues could result in a negative impact on customer confidence in our Company and our brand image. If our product and
service offerings do not meet applicable safety standards or our customers’ expectations regarding safety or quality, we could experience lost sales and increased
costs and be exposed to legal, financial and reputational risks. Actual, potential or perceived product safety concerns could expose us to litigation as well as
government enforcement action. In addition, in the event that any of our products fail to perform as expected, we may face direct exposure to warranty and product
liability claims or may be required to participate in a government or self-imposed recall involving such products which could result in costly product recalls and
other liabilities. As a result, our reputation as a manufacturer and distributor of high-quality products and services could suffer and impact customer loyalty.
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We maintain strict quality controls and procedures, including the testing of raw materials and safety testing of selected finished products. However, we
cannot be certain that our testing will reveal latent defects in our products or the materials from which they are made, which may not become apparent until after
the products have been sold into the market. We also cannot be certain that our suppliers will always eliminate latent defects in products we purchase from them.
Accordingly, there is a risk that product defects will occur, which could require a product recall. Product recalls can be expensive to implement, and, if a product
recall occurs during the product’s warranty period, we may be required to replace the defective product. In addition, a product recall may damage our relationship
with our customers which may result in a loss of market share.
In many jurisdictions, product liability claims are not limited to any specified amount of recovery. If any such claims or contribution requests exceed
our available insurance or if there is a product recall, there could be an adverse impact on our results of operations. In addition, a recall claim could require us to
review our entire product portfolio to assess whether similar issues are present in other product lines, which could result in significant disruption to our business and
could have a further adverse impact on our business, financial condition, results of operations and cash flows. We cannot assure you that we will not experience any
material warranty or product liability claim losses in the future or that we will not incur significant costs to defend such claims. There can be no assurance that we
will have adequate reserves to cover any recalls, repair and replacement costs. Our customers that are not end-users of our products, including our OEM customers,
may face similar claims or be obliged to conduct recalls of their own, which could result in lost business to us, or these customers may seek contribution from us for
defects.
Our business is dependent upon substantial investment in information technology.
The efficient operation of our business requires substantial investment in technology infrastructure systems, including enterprise resource planning
(“ERP”) systems, supply chain management systems, digital commerce systems and connected solutions platforms. The inability to fund, acquire and implement
these systems may impact our ability to respond effectively to changing customer expectations, manage our business, scale our solutions effectively or impact our
customer service levels, which may put us at a competitive disadvantage and negatively impact our financial results. Repeated or prolonged interruptions of service,
due to problems with our systems or third- party technologies, whether or not in our control, could have a significant negative impact on our reputation and our
ability to sell products and services.
We are highly dependent upon a variety of internal computer and telecommunication systems to operate our business. In order to support our continued
operational ability and growth, we must maintain and continuously upgrade our ERP and other information systems, which are critical to our operational,
accounting and financial functions. Failure to properly or adequately invest in and maintain these systems could result in the diversion of management’s attention
and resources and could materially adversely affect our results of operations and impact our ability to efficiently manage our business. Our existing information
systems may become obsolete, requiring us to transition our systems to a new platform. Such a transition would be time consuming and costly and would require
management resources in excess of those we currently have.
Further, as we are dependent upon our ability to gather and promptly transmit accurate information to key decision makers, our business, results of
operations, financial condition and cash flows may be adversely affected if our information systems do not allow us to transmit accurate information, even for a
short period. Failure to properly or adequately address these issues could impact our ability to perform necessary business operations, which could adversely affect
our reputation, competitive position, business, results of operations, financial condition and cash flows.
We must attract and retain qualified people to operate our systems, expand and improve them, integrate new programs effectively with our existing
programs, and convert to new systems efficiently when required. Any disruption to our business due to such issues, or an increase in our costs to cover these issues
that is greater than what we have anticipated, could have an adverse effect on business, financial condition, results of operations and cash flows. Our customers rely
increasingly on our electronic ordering and information systems as a source for product information, including availability and pricing. There can be no assurance
that our systems will not fail or experience disruptions, and any significant failure or disruption of these systems could prevent us from making sales, ordering and
delivering products and otherwise conducting our business. Many of our customers use our website to check real-time product availability, see their customized
pricing and place orders, and to access our connected solution platforms. Any material disruption of our website, our connected solution applications, or the Internet
in general could impair our order processing or prevent our manufacturers and customers from accessing information and cause us to lose business or damage our
reputation.
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Risks associated with data privacy issues, including evolving laws and regulations and associated compliance efforts, could adversely affect our business,
financial condition, results of operations and cash flows.
Our business depends on the processing of data (some of which contains personal data and protected health information), including the transfer of data
between our affiliated entities, to and from our business partners and customers, and with third-party service providers. The laws and regulations relating to
personal data constantly evolve, as federal, state and foreign governments continue to adopt new measures addressing data privacy and processing (including
collection, storage, transfer, disposal and use) of personal data. Moreover, the interpretation and application of many existing or recently enacted privacy and data
protection laws and regulations in the European Union, the U.S. and elsewhere are uncertain and fluid, and it is possible that such laws and regulations may be
interpreted or applied in a manner that is inconsistent with our existing data management practices or the features of our products and services. Any such new laws
or regulations, any changes to existing laws and regulations and any such interpretation or application may affect demand for our products and services, impact our
ability to effectively transfer data across borders in support of our business operations, or increase the cost of providing our products and services. Additionally, any
actual or perceived breach of such laws or regulations may subject us to claims and may lead to administrative, civil or criminal liability, as well as reputational
harm to us or our employees. We could also be required to fundamentally change our business activities and practices, or modify our products and services, which
could have an adverse effect on our business, financial condition, results of operations and cash flows.
In the U.S., various laws and regulations apply to the collection, processing, transfer, disposal, unauthorized disclosure and security of personal data.
For example, data protection laws passed by most states within the U.S. require notification to users when there is a security breach for personal data. Additionally,
the Federal Trade Commission (“FTC”) and many state attorneys general are interpreting federal and state consumer protection laws as imposing standards for the
online collection, use, transfer and security of personal data. In particular, our privacy policy and other statements we publish provide promises and assurances
about privacy and security that could subject us to potential regulatory action or other liabilities if such statements are found to be deceptive or misrepresentative of
our privacy and data security practices. The U.S. Congress and state legislatures, along with federal regulatory authorities have recently increased their attention to
matters concerning personal data, and this may result in new legislation which could increase the cost of compliance.
In California, some of our operations are subject to the California Consumer Privacy Act of 2018 (CCPA) which came into force in 2020. CCPA grants
California residents new individual data privacy rights and imposes new obligations on our business, including enhanced transparency and security obligations. The
CCPA envisages significant fines and allows for class actions to be brought that may have an adverse effect on our business, financial condition, results of
operations and cash flows in the event of a security breach or other contravention of the CCPA’s obligations. We must dedicate financial resources and
management time to ensure ongoing compliance, particularly as the interpretation and application of the CCPA becomes clearer. As such, there can be no assurance
that the measures we have taken for the purposes of compliance will be successful in preventing breach of the CCPA.
Other U.S. states are in the process of passing similar privacy legislation which may require us to further change our business practices. Sector-specific
laws such as Illinois’ Biometric Information Privacy Act of 2008 and California’s IoT Security Law of 2018 also affect how we can market and maintain our
products and the associated costs of development and support.
In addition to government regulation, privacy advocacy and industry groups may propose new and different self-regulatory standards that either legally
or contractually apply to us or our customers.
In the European Union, some of our operations are subject to the European Union’s General Data Protection Regulation (“GDPR”), which took effect
May 25, 2018. The GDPR introduced a number of new obligations for subject companies and we will continue dedicating financial resources and management time
to GDPR compliance in the future. The GDPR also provides that supervisory authorities in the European Union may impose administrative fines for certain
infringements of the GDPR of up to EUR 20,000,000 or 4% of a company’s total, worldwide, annual turnover of the preceding financial year, whichever is higher.
Individuals who have suffered damage as a result of a subject company’s non-compliance with the GDPR also have the right to seek compensation from such
company. Given the breadth of the GDPR, compliance with its requirements is likely to
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continue to require significant expenditure of resources on an ongoing basis, and there can be no assurance that the measures we have taken for the purposes of
compliance will be successful in preventing breach of the GDPR. Given the potential fines, liabilities and damage to our reputation in the event of an actual or
perceived breach of the GDPR, such a breach may have an adverse effect on our business, financial condition, results of operations and cash flows.
Outside of the U.S. and the European Union, many jurisdictions (including Russia and China) have adopted or are adopting new data privacy laws that
may impose further onerous compliance requirements, such as data localization, which prohibits companies from storing outside the jurisdiction data relating to
resident individuals. The proliferation of such laws within the jurisdictions in which we operate may result in conflicting and contradictory requirements,
particularly in relation to evolving technologies. Any failure to successfully navigate the changing regulatory landscape could result in legal liability or impairment
to our reputation in the marketplace, which could have a material adverse effect on our business, financial condition, results of operations and cash flows.
Privacy-related claims or lawsuits initiated by governmental bodies, customers or other third parties, whether meritorious or not, could be time
consuming, result in costly regulatory proceedings, litigation, penalties and fines, or require us to change our business practices, sometimes in expensive ways, or
other potential liabilities. Unfavorable publicity regarding our privacy practices could injure our reputation, harm our ability to keep existing customers or attract
new customers or otherwise adversely affect our business, assets, revenue, brands and reputation which may have an adverse effect on our business, financial
condition, results of operations and cash flows.
Cyber or other security incidents, could disrupt our internal systems causing service failures, disrupt our business operations, result in the loss of critical and
confidential information, and adversely impact our reputation, our business, financial condition, results of operations and cash flows. Our connected products
potentially expose our business to cybersecurity threats.
We create, deploy and maintain information technology (“IT”) and engineering systems, some of which involve sensitive information, including
personal data, trade secrets and other proprietary information. In addition, our connected products potentially expose our business to cybersecurity threats. As a
result, we are subject to systems, service or product failures, not only resulting from our own failures or the failures of third-party service providers, natural
disasters, power shortages or terrorist attacks, but also from exposure to cyber or other security threats. Most of the jurisdictions in which we operate have laws and
regulations relating to data security and protection of information. See “Risks Relating to Our Business—Risks associated with data privacy issues, including
evolving laws and regulations and associated compliance efforts, could adversely affect our business, financial condition, results of operations and cash flows.” In
preparation for our exit from the Transition Services Agreement (“TSA”) with Honeywell, we are taking proactive measures to implement our own independent
cybersecurity capabilities and operational model based upon risk prioritization. Additionally, we have certain measures to protect our information systems and
products against unauthorized access and disclosure of personal information and of our confidential information and trade secrets and confidential information and
trade secrets belonging to our customers. However, there is no assurance that the security measures we have put in place will be effective in every case.
Global cybersecurity threats and incidents can range from uncoordinated individual attempts to gain unauthorized access to IT, payment and other
systems to sophisticated and targeted measures known as advanced persistent threats directed at us, our products, our customers, vendors and/or our third-party
service providers, including cloud providers and Honeywell arising out of its provision of IT services under the TSA, which extends through April 2020. There has
been an increase in the frequency and sophistication of cyber and other security threats we face, and our customers are increasingly requiring cyber and other
security protections and standards in our products, and we may incur additional costs to comply with such demands. We have experienced, and expect to continue
to experience, these types of threats and incidents.
We sell security and life safety solutions, which are designed to secure the safety of our subscribers and their residences or commercial properties. If
these solutions fail for any reason, including due to defects in our software, a carrier outage, a failure of our network operating center, a failure on the part of one of
our service provider partners, user error or cybersecurity incident, we could be subject to liability and reputational damage for such failures and our business could
suffer.
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We seek to deploy comprehensive measures to deter, prevent, detect, respond to and mitigate these threats, including identity and access controls, data
protection, vulnerability assessments, product software designs that we believe are less susceptible to cyber-attacks, security and operational monitoring of our IT
networks and systems and maintenance of backup and protective systems. Despite these efforts, cyber and other security incidents, depending on their nature and
scope, could potentially result in the misappropriation, destruction, corruption, misuse or unavailability of personal data, company assets, critical data and
confidential or proprietary information (our own or that of third parties), product failure and the disruption of business operations. Moreover, employee error or
malfeasance, faulty password management or other intentional or inadvertent non-compliance with our security protocols and policies subject us to breaches of our
information systems. Our efforts to protect our company data and the information we receive may also be unsuccessful due to software “bugs,” system errors or
other technical deficiencies, or vulnerabilities of our vendors and service providers. Cyber and other security incidents aimed at the software embedded in our
products could lead to third-party claims that our product failures have caused a similar range of damages to our customers, and this risk is enhanced by the
increasingly connected nature of our products.
The potential consequences of a material cyber or other security incident include financial loss, reputational damage, negative media coverage,
litigation with third parties, including class-action litigation, regulatory investigations or actions, theft of intellectual property, fines, diminution in the value of our
investment in research, development and engineering, and increased cyber and other security protection and remediation costs due to the increasing sophistication
and proliferation of threats, which in turn could adversely affect our competitiveness, business, financial condition, results of operations and cash flows. In addition
to any costs resulting from contract performance or required corrective action, these incidents could generate increased costs or loss of revenue if our customers
choose to postpone or cancel previously scheduled orders or decide not to renew any of our existing contracts. Breaches in security could also result in a negative
impact for our customers and thus affect our relations with our customers, injure our reputation and harm our ability to keep existing customers and to attract new
customers. Some jurisdictions have enacted laws requiring companies to notify individuals of data security breaches involving certain types of personal data. Such
mandatory disclosures could lead to negative publicity and may cause our current and prospective customers to lose confidence in the effectiveness of our data
security measures.
We have cybersecurity insurance (subject to specified retentions or deductibles) related to a breach event covering expenses for items such as
notification, credit monitoring, investigation, crisis management, public relations and legal advice. We also maintain product liability insurance (subject to specified
retentions or deductibles) that may cover certain physical damage or third-party injuries caused by potential cybersecurity incidents associated with our products.
However, damages, fines and claims arising from such incidents may not be covered or may exceed the amount of any insurance available or may not be insurable.
We could incur significant costs in protecting our data centers, servers, applications, and cloud environments against, or remediating, security
vulnerabilities or breaches and cyber-attacks. Additionally, the costs related to cyber or other security incidents may not be fully insured or indemnified by other
means. The successful assertion of a large claim against us with respect to a cyber or other security incident could seriously harm our business. Even if not
successful, these claims could result in significant legal and other costs and may be a distraction to our management and harm our customer relationships and
reputation.
The failure of our network operations centers and data backup systems could put our users at risk.
Many of our solutions operate with a hosted architecture, and we update our solutions regularly while our solutions are operating. If our solutions
and/or upgrades fail to operate properly, our solutions could stop functioning for a period of time, which could put our users at risk. Our ability to keep our business
operating is highly dependent on the proper and efficient operation of our network operations centers and data backup systems. Although our network operations
centers have back-up computer and power systems, if there is a catastrophic event, adverse weather conditions, natural disaster, terrorist attack, security breach or
other extraordinary event, we may be unable to provide our subscribers with uninterrupted monitoring service. Furthermore, because data backup systems are
susceptible to malfunctions and interruptions (including those due to equipment damage, power outages, human error, computer viruses, computer hacking, data
corruption and a range of other hardware, software and network problems), we cannot guarantee that we will not experience data backup failures in the future. A
significant or large-scale security breach, malfunction or interruption of our network operations centers or data backup systems could adversely affect our ability to
keep our operations running efficiently. If a malfunction or security breach results in a wider or sustained disruption, it could have an adverse effect on our
reputation, business, financial condition, results
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of operations or cash flows. See “Risks Relating to Our Business—Internal system or service failures, including as a result of cyber or other security incidents,
could disrupt business operations, result in the loss of critical and confidential information, and adversely impact our reputation, our business, financial condition,
results of operations and cash flows. Our connected products potentially expose our business to cybersecurity threats.”
Disruptions, or the need to relocate any of our facilities, could significantly disrupt our business.
We manufacture many products at single-location production facilities and rely on certain suppliers who also may concentrate production in single
locations. A disruption, including work stoppage, supply chain failures, natural disasters, weather-related disruptions, or other disruptions at one or more of our
production facilities could have adverse effects on our business, financial condition, results of operations and cash flows. Moreover, due to unforeseen
circumstances or factors beyond our control, we may be forced to relocate our operations from one or more of our existing facilities to new facilities and may incur
substantial costs, experience program delays and sacrifice proximity to customers and geographic markets as a result, potentially for an extended period of time.
Any significant interruption in production at one or more of these facilities could negatively impact our ability to deliver our products to our customers.
A significant disruption in the supply of a key component due to a work stoppage or other disruption at one of our suppliers or any other supplier could
impact our ability to make timely deliveries to our customers and, accordingly, have an adverse effect on our business, financial condition, results of operations and
cash flows. Where a manufacturer halts production because of another supplier failing to deliver on time, or as a result of a work stoppage or other disruption, it is
unlikely we will be fully compensated, if at all.
We rely on certain suppliers of materials and components for our products.
Certain of the materials and components for products we manufacture and those manufactured on our behalf are supplied by single or limited source
suppliers. Our business, results of operations, financial condition and cash flows could be adversely affected by disruptions in supply from our third-party suppliers,
whether from supply chain disruptions or if suppliers lack sufficient quality control or if there are significant changes in their financial or business condition or
otherwise. See “Business—Materials and Suppliers.”
If our third-party suppliers and manufacturers fail to deliver materials, products, parts and components of sufficient quality on time and at reasonable
prices, we could have difficulties fulfilling our orders or stocking our distribution centers on similar terms or at all, sales and profits could decline, and our
commercial reputation could be damaged. Our ability to manage inventory and meet delivery requirements may be constrained by our suppliers’ inability to scale
production and adjust delivery of long-lead-time products during times of volatile demand. Our inability to fill our supply needs would jeopardize our ability to
fulfill obligations which could, in turn, result in reduced sales and profits, contract penalties or terminations, and damage to customer relationships.
Certain of our suppliers provide us with cloud-based services which we rely on to support our products and solutions and serve our customers and
consumers. These types of relationships with cloud-based service providers are expected to increase over time. If their services fail, the operation and maintenance
of our products and solutions, installed based as well as new sales, may be adversely impacted.
If we fail to adequately assess the creditworthiness and operational reliability of existing or future suppliers, if there is any unanticipated deterioration
in their creditworthiness and operational reliability, or if our suppliers do not perform or adhere to our existing or future contractual arrangements, any resulting
inability to otherwise obtain the supplies or our inability to enforce the terms of the contract or seek other remedies could have an adverse effect on our financial
condition and results of operations and could cause us to incur significant liabilities.
We obtain many of the products for our ADI Global Distribution business from third parties.
Most of the low-voltage products we distribute through our ADI Global Distribution business are manufactured by third parties. As a result,
terminations of supply or services agreements or a change in terms or conditions of sale from one or more of our key manufacturers could negatively affect our
operating margins, net revenue or the level of capital required to fund our operations. We have standard distribution contracts with our manufacturers which are
subject to renegotiation or non-renewal. Our dependence on third-party manufacturers leaves us vulnerable to having an inadequate supply of demanded products,
price increases, late deliveries and poor product quality.
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Our ability to obtain particular products or product lines in the required quantities and our ability to fulfill customer orders on a timely basis is critical
to our success. Our manufacturers have experienced product supply shortages from time to time due to the inability of certain of their suppliers to supply certain
products on a timely basis. As a result, we have experienced, and may in the future continue to experience, short-term shortages of specific products. We cannot
provide any assurances that manufacturers will be able to maintain an adequate supply of products to fulfill all of our customer orders on a timely basis. Our
reputation, sales and profitability may suffer if manufacturers are not able to provide us with an adequate supply of products to fulfill our customer orders on a
timely basis or if we cannot otherwise obtain particular products or product lines.
Manufacturers who currently distribute their products through us may decide to shift to or substantially increase their existing distribution with other
distributors, their own dealer networks, or directly to resellers or end-users. Increasingly, our manufacturers are combining, leaving us with fewer alternative
sources. This could result in more intense competition as distributors strive to secure distribution rights with these manufacturers, which could have an adverse
impact on our business, financial condition, results of operations and cash flows. If we are unable to maintain an adequate supply of products, or if manufacturers
do not regularly invest in, introduce to us, and/or make new products available to us for distribution, our net revenue and gross profit could suffer considerably.
Raw material price fluctuations, the ability of key suppliers to meet quality and delivery requirements, or catastrophic events can increase the cost of our
products and services, impact our ability to meet commitments to customers and cause us to incur significant liabilities.
The cost and availability of raw materials (such as copper, steel, aluminum, plastics, printed circuit boards, semiconductors and passive electronics) is a
key factor in the cost of our products. Our inability to offset material price inflation through increased prices to customers, formula or long-term fixed price
contracts with suppliers, productivity actions or through commodity hedges could adversely affect our business, financial condition, results of operations and cash
flows. Supply interruptions could arise from shortages of raw materials, effects of economic, political or financial market conditions on a supplier’s operations,
labor disputes or weather conditions affecting products or shipments, transportation disruptions, information system disruptions, health issues or epidemics causing
disruptions, or other reasons beyond our control.
The profitability of our business is also dependent upon the efficiency of our supply chain. An inefficient or ineffective supply chain strategy or
operations could increase operational costs, reduce profit margins and adversely affect our business, financial condition, results of operations and cash flows. Short
or long-term capacity constraints or financial distress at any point in our supply chain could disrupt our operations and adversely affect our financial performance,
particularly when the affected suppliers and manufacturers are the sole sources of products that we require or that have unique capabilities, or when our customers
have directed us to use those specific suppliers and manufacturers. We incur significant freight expenses related to the purchase of products for distribution and
fluctuations in fuel costs may cause us to incur additional expense.
We are subject to the economic, political, health, epidemic, regulatory, foreign exchange and other risks of international operations.
Our international revenues are approximately 31% of our net revenue for the year ended December 31, 2019. Our international geographic footprint
subjects us to many risks including: exchange control regulations; wage and price controls; antitrust/competition and environmental regulations; employment
regulations; foreign investment laws; monetary and fiscal policies and protectionist measures that may prohibit acquisitions or joint ventures, establish local content
requirements, or impact trade volumes; import, export and other trade restrictions (such as embargoes); violations by our employees of anti-corruption laws (despite
our efforts to mitigate these risks); changes in regulations regarding transactions with state-owned enterprises; nationalization of private enterprises; natural and
man-made disasters, hazards and losses; backlash from foreign labor organizations related to our restructuring actions; violence, civil and labor unrest; acts of
terrorism; health epidemics; and our ability to hire and maintain qualified staff and maintain the safety of our employees in these regions. For more information on
our international footprint, see “Item 2. Properties.” Additionally, certain of the markets in which we operate have adopted increasingly strict data privacy and data
protection requirements or may require local storage and processing of data or similar requirements. See “Risks Relating to Our Business —Risks associated with
data privacy issues, including evolving laws and regulations and associated compliance efforts, could adversely affect our business, financial condition, results of
operations and cash flows.”
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Instabilities and uncertainties arising from the global geopolitical environment can negatively impact our business. The implementation of more
restrictive trade policies or the renegotiation of existing trade agreements in the U.S. or other countries where we sell or manufacture large quantities of products
and services or procure supplies and other materials incorporated into our products could negatively impact our business results of operations, cash flows and
financial condition. For example, a government’s adoption of “buy national” policies or retaliation by another government against such policies, such as tariffs or
quotas, could have a negative impact on our results of operations.
Tariffs, sanctions and other barriers to trade could adversely affect the business of our customers and suppliers, which could in turn negatively impact
our net revenue and results of operations. For example, Chinese sanctions have remained in place for the majority of our products in the Products & Solutions
segment, with mitigations in place to reduce the impact. The U.K. officially left the E.U. on January 31, 2020 with an agreement which includes a transition period
currently expiring December 31, 2020. During the transition period no impact is expected on trade (business as usual as the movement of products between the
U.K. and the E.U. remains in free circulation, with import and export declarations not implemented). These and other instabilities and uncertainties arising from the
global geopolitical environment, along with the cost of compliance with increasingly complex and often conflicting regulations worldwide, can impair our
flexibility in modifying product, marketing, pricing or other strategies for growing our businesses, as well as our ability to improve productivity and maintain
acceptable operating margins.
Our global operations and supply chain which is supported by partners located around the world could be impacted by health and public safety issues,
e.g. Coronavirus, and could have a material impact on demand for our products and solutions, our business operations in the impacted regions, and supplies to other
regions.
As a result of our global presence, a portion of our net revenue are denominated in currencies other than the U.S. Dollar, whereas a significant amount
of our payment obligations, including pursuant to the Honeywell Reimbursement Agreement and Tax Matters Agreement are denominated in U.S. Dollars, which
exposes us to foreign exchange risk. We monitor and may seek to reduce such risk through hedging activities; however, foreign exchange hedging activities bear a
financial cost and may not always be available to us or be successful in eliminating such volatility. Finally, we generate significant amounts of cash outside of the
United States that is invested with financial and non-financial counterparties. While we employ comprehensive controls regarding global cash management to guard
against cash or investment loss and to ensure our ability to fund our operations and commitments, a material disruption to the counterparties with whom we transact
business could expose us to financial loss.
We operate in many high-growth regions that require modifications to our products based on local building codes, regulations, standards, certifications
and other factors, which may impact our cost to serve and profitability as we continue our penetration into these regions.
We operate in regulated markets.
Many of our products, technologies and services, in particular products implicating life safety, are subject to regulatory agency oversight, such as the
U.S. Consumer Product Safety Commission, the FTC, the Federal Communications Commission (“FCC”), the U.S. Environmental Protection Agency, the
European Union’s CE mark (“CE”), the European Community directive “Waste Electrical and Electronic Equipment Directive” (“WEEE Directive”), the regulation
Registration, Evaluation, Authorization and Restriction of Chemicals (“REACH”), the Gulf Mark standard for low-voltage electric products required in Gulf
Member States (“G Mark”), the EurAsian Conformity Mark for member countries of Customs Union (“EAC”), the China Compulsory Certification (“CCC”) and
the Regulatory Compliance Mark for Australia which may contribute to our compliance expenses. Many state regulators, such as the California Department of
Toxic Substances Control, also have an impact on our markets. For example, 23 states have specific mercury thermostat regulations which require business
compliance due to decades of sales of thermostats containing mercury. Mandatory collection requirements, penalties and federal legislation can have an impact on
the expense. It is also important that our products comply with various third-party standards, such as those of UL.
In addition, the FCC repealed net neutrality rules in 2018. We do not yet know the impact it may have on our business. Less favorable treatment of
traffic from our services or higher charges to customers by broadband service providers for using our products and services could cause us to lose existing
subscribers, impair our ability to attract new subscribers and adversely affect our business, financial condition, results of operations and cash flows.
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Further, third-party vendors that may be contracted by the Company may be subject to extensive regulation in the markets where we operate or may
expand in the future. For example, the FTC and the FCC have issued regulations that place restrictions on, among other things, making unsolicited telephone calls
to residential and wireless telephone subscribers using “automatic telephone dialing systems” or prerecorded or artificial voice messages, and/or making
telemarketing calls to residential telephone numbers on the National Do Not Call Registry. We require third-party vendors to comply with these laws and
regulations. If such third parties were to take actions in violation of these laws, we could be exposed to claims, including by government regulators, arising out of
such actions. In addition, changes in the applicable laws, regulations and technology affecting telecommunication services could require us to change the way we
operate, which could increase costs or otherwise disrupt our operations, which in turn could adversely affect our business, financial condition, results of operations
and cash flows.
Some local governments impose assessments, fines, penalties and limitations on either customers or companies for false alarms. Certain municipalities
have adopted ordinances under which both permit and alarm dispatch fees are charged directly to companies. Service providers generally pass these charges on to
customers but may not be able to collect if customers are unwilling or unable to pay them, and this may require the service provider to suspend or terminate service
and as a result adversely affect our business, financial condition, results of operations and cash flows. Furthermore, our customers may elect to terminate or not
renew services if assessments, fines, or penalties for false alarms become significant. If more local governments were to impose assessments, fines or penalties or
requirements for response such as video verification, it could adversely affect our customer base, business, financial condition, results of operations and cash flows.
The net revenue and margins of our business are directly impacted by government regulations, including safety, performance and product certification
regulations, particularly those driven by customer demands and national approvals, as well as changes in trade agreements and environmental and energy efficiency
standards. Growth within emerging markets may be adversely impacted by the inability to acquire and retain qualified employees where local employment law
mandates may be restrictive.
Part of our growth strategy is dependent on expanding our distribution business.
Part of our growth strategy is to expand our geographic footprint and to increase the types and number of products sold through ADI Global
Distribution. Our ability to open new ADI Global Distribution locations in both existing and new markets could be affected by local regulations and the availability
of suitable real estate. We may not be able to acquire from manufacturers certain product lines that we are interested in adding to our distribution business, and if
we are able to add products, they may not result in sales as expected and may not be profitable. If we are unable to execute on any part of our growth strategy, our
business, financial condition, results of operations and cash flows could be adversely affected.
Our profitability and results of operations may be adversely affected by a significant failure or inability to comply with the specifications and manufacturing
requirements of our OEM customers.
We generally have to qualify, and are required to maintain our status, as a supplier for each of our OEM customers. This is a lengthy process that
involves the inspection and approval by a customer of our engineering, documentation, manufacturing and quality control procedures before that customer will
place volume orders. If we are successful in qualifying, there is no assurance that any OEM will purchase products from us. Given the length of this qualification
process, the risk that our business, results of operations and financial condition would be adversely affected by the loss of, or any reduction in orders by, any of our
significant OEM customers is increased. Accordingly, the success of our business depends on OEMs continuing to outsource the manufacturing of critical products
to us. It would be difficult to replace lost revenue resulting from the loss of, or the reduction, cancellation or delay in purchase orders by, any one of these
customers, whether due to their decision to not continue to outsource all or a portion of their critical parts for their capital equipment, their moving their business to
our competitors or otherwise. A significant failure or inability to comply with customer specifications and manufacturing requirements or delays or other problems
with existing or new products (including program launch difficulties) could result in financial penalties, cancelled orders, increased costs, loss of sales, loss of
customers or potential breaches of customer contracts, which could have an adverse effect on our profitability and results of operations. We have in the past lost
business from OEM customers who have taken the manufacturing of our products in-house or moved business to our competitors. If we are unable to replace
revenue from lost OEM
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customers it could have an adverse impact on our financial position, results of operation and cash flows. In addition, if we are unable to obtain additional business
from OEMs the potential growth of our business results could be adversely affected. In some instances, such a move away from our company happens over time
due to the lengthy qualification process our OEM customers employ.
We may not be able to retain or expand relationships with certain large customers.
A number of our customers are large and contribute significantly to our net revenue and operating income. Consolidation or change of control,
particularly among our OEM customers, or a decision by any one or more of our customers to outsource all or most manufacturing work to a single equipment
manufacturer, may continue to concentrate our business in a limited number of customers and expose us to increased risks relating to dependence on a smaller
number of customers. By virtue of our largest customers’ size and the significant portion of revenue that we derive from them, they are able to exert significant
influence in the negotiation of our commercial agreements and the conduct of our business with them. Furthermore, there is significant consolidation of companies
focused on security products, and we have had customers combine both with customers with whom we have had a prior relationship with, as well as those with
whom we have little or no prior relationship, putting us at risk of loss of sales. If we are unable to retain and expand our business with these large customers on
favorable terms, our business, financial condition, results of operations and cash flows will be adversely affected.
We have credit exposure to our customers.
Any adverse trends in our customers’ businesses could cause us to suffer credit losses. As is customary in our markets, we extend credit to our
customers. A portion of our customers are small contractors with inconsistent cash flow. As such, they rely on us to provide their businesses with credit and to carry
specified inventory to support their operations. We may be unable to collect on receivables if our customers experience decreases in demand for their products and
services, do not manage their businesses adequately, or otherwise become less able to pay due to adverse economic conditions or refinancing events. While we
evaluate our customers’ qualifications for credit and monitor our extensions of credit, these efforts cannot prevent all credit losses, and credit losses negatively
impact our performance. In addition, for financial reporting purposes, we establish reserves based on our historical experience of credit losses. To the extent that
our credit losses exceed those reserves, our financial performance will be negatively impacted beyond what is expected. If there is deterioration in the collectability
of our receivables, or we fail to take other actions to adequately mitigate such credit risk, our earnings and cash flows, could deteriorate. In addition, if we are
unable to extend credit to our customers, we may experience loss of certain contracts or business.
Extending credit to international customers involves additional risks. It is often more difficult to evaluate credit of a customer or obtain credit
protections in our international operations. Also, credit cycles and collection periods are typically longer in our international operations. We are also subject to
credit risk associated with customer concentration. If one or more of our largest customers were to become bankrupt or insolvent, or otherwise were unable to pay
for our products, we may incur significant write-offs of accounts that may have an adverse effect on our business, financial condition, results of operations and cash
flows. As a result of these factors and other challenges in extending credit to international customers, we generally face greater credit risk from sales internationally
compared to domestic sales.
Failure to protect our intellectual property could adversely affect our business, financial condition and results of operations and cash flows.
We rely on a combination of patents, copyrights, trademarks, trade names, trade secrets and other proprietary rights, as well as contractual
arrangements, including licenses, to establish, maintain and protect our intellectual property rights. Effective intellectual property protection may not be available in
every country in which we do business. We may not be able to acquire or maintain appropriate registered or unregistered intellectual property in all countries in
which we do business. Companies that license intellectual property we own or use, especially, the Honeywell Home brand, also may take actions that diminish the
value of our intellectual property or harm our reputation.
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Our intellectual property rights may not be sufficient to permit us to take advantage of some business opportunities. As a result, we may be required to
change our plans or acquire the necessary intellectual property rights, which could be costly. Furthermore, our ability to enforce our intellectual property rights in
emerging markets may be limited by legal or practical considerations that have not historically affected our business in markets with more established intellectual
property protection systems.
The protection of our intellectual property may be expensive and time consuming. There can be no assurance that the steps we take to maintain and
protect our intellectual property will be adequate, or that third parties will not infringe, circumvent, misappropriate or violate our intellectual property. If our efforts
to protect our intellectual property are not adequate, the value of our goods and services may be harmed, which could have an adverse effect on our business,
financial condition, results of operations and cash flows. Any impairment of our intellectual property, including due to changes in U.S. or worldwide intellectual
property laws or the absence of effective legal protection or enforcement measures, could adversely impact our business, financial condition, results of operations
and cash flows.
We may incur material losses and costs as a result of intellectual property infringement actions that may be brought against us.
We are, and may in the future be, subject to legal proceedings in various venues regarding alleged infringement by us of the intellectual property rights
of third parties. In addition, our customer agreements can require us to indemnify the customer for infringement. Such claims, whether they are meritorious or not,
may result in the expenditure of significant financial and managerial resources, injunctions against us, the payment of damages, and/or the entry into royalty or
licensing agreements on unfavorable terms. These risks have been amplified by the increase in third parties whose sole or primary business is to assert such claims.
Furthermore, the publicity we may receive as a result of such proceedings may damage our reputation and adversely impact our existing customer relationships and
our ability to develop new business.
We cannot assure you that we will not experience any material intellectual property claim losses in the future or that we will not incur significant costs
to defend such claims.
Failure to increase productivity through sustainable operational improvements, as well as an inability to successfully execute restructuring projects or to
effectively manage our workforce, may reduce our profitability or adversely impact our businesses.
Our profitability and margin growth are dependent upon our ability to drive sustainable improvements. In addition, we seek productivity and cost
savings benefits through restructuring and other projects, such as consolidation of manufacturing facilities, transitions to cost-competitive regions, workforce
reductions, product line rationalizations and other cost-saving initiatives. Risks associated with these actions include delays in execution of the planned initiatives,
additional unexpected costs, asset impairments, realization of fewer than estimated productivity improvements and adverse effects on employee morale. We may
not realize the full operational or financial benefits we expect and the recognition of these benefits may be delayed and these actions may potentially disrupt our
operations. In addition, organizational changes, attrition, labor relations difficulties, or workforce stoppage could have an adverse effect on our business, reputation,
financial condition, results of operations and cash flows.
We can provide no assurance that the operational and financial review we are conducting will result in the effects we are expecting.
In the third quarter of 2019, and continuing through the fourth quarter, we experienced lower sales and lower margins than we expected in our Product
& Solutions segment. As a result, we are conducting a comprehensive operational and financial review of our business. There can be no assurance that this review
will appropriately identify the actions we need to take, or that we will be able to implement action, in a manner that will resolve the issues we have identified or
achieve the results we are forecasting. In addition, uncertainty around the review could lead to disruption in our business, including our relationships with our
customers, suppliers and employees.
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We may not be able to successfully acquire and integrate other products, technologies or businesses or realize the anticipated benefits of acquisitions.
We actively evaluate acquisitions and strategic investments in products or technologies and businesses that could complement or expand our business
or otherwise offer growth or cost-saving opportunities. From time to time, we may enter into letters of intent with companies with which we are negotiating for
potential acquisitions or investments, or as to which we are conducting due diligence. An investment in, or acquisition of, complementary businesses, products or
technologies in the future could materially decrease the amount of our available cash or require us to seek additional equity or debt financing. We may not be
successful in negotiating the terms of any potential acquisition, conducting thorough due diligence, financing the acquisition or effectively integrating the acquired
business, product or technology into our existing business and operations. Our due diligence may fail to identify all of the problems, liabilities or other
shortcomings or challenges of an acquired business, product or technology, including issues related to intellectual property, product quality or product architecture,
regulatory compliance practices, revenue recognition or other accounting practices or employee or customer issues.
In connection with any acquisitions we complete, we may have difficulty integrating the acquired business, may not achieve the synergies or other
benefits we expected to achieve, and we may incur unanticipated expenses, write-downs, impairment charges or unforeseen liabilities that could negatively affect
our business, financial condition, results of operations and cash flows. Further, contemplating or completing an acquisition and integrating an acquired product or
technology or business could divert management and employee time and resources from other matters.
Our operations require substantial capital and we may not be able to obtain additional capital that we need in the future on favorable terms or at all.
We may require additional capital in the future to finance our growth and development, upgrade and improve our manufacturing capabilities,
implement further marketing and sales activities, fund ongoing research and development activities, satisfy regulatory and environmental compliance obligations
and national approvals requirements, satisfy obligations under the Honeywell Reimbursement Agreement, and meet general working capital needs. Our capital
requirements will depend on many factors, including acceptance of and demand for our solutions, the extent to which we invest in new technology and research and
development projects and the status and timing of these developments. If our access to capital were to become constrained significantly, or if costs of capital
increased significantly, due to lowered credit ratings, prevailing business conditions, the volatility of the capital markets or other factors, our business, financial
condition, results of operations and cash flows could be adversely affected.
We are responsible for obtaining and maintaining sufficient working capital and other funds to satisfy our cash requirements, and debt or equity
financing may not be available to us on terms we find acceptable, if at all. Even if we are able to obtain financing or access the capital markets, incurring additional
debt may significantly increase our interest expense and financial leverage, and our level of indebtedness could restrict our ability to fund future development and
acquisition activities. Also, regardless of the terms of our debt or equity financing, our agreements and obligations under the Tax Matters Agreement that address
compliance with Section 355 of the Internal Revenue Code of 1986, as amended (the “Code”), may limit our ability to issue stock. See Note 19. Commitments and
Contingencies of Notes to Consolidated and Combined Financial Statements for more information. We believe that we have adequate capital resources to meet our
projected operating needs, capital expenditures and other cash requirements, including payments to Honeywell under the Honeywell Reimbursement Agreement.
However, we may need additional capital resources in the future and if we are unable to obtain sufficient resources for our operating needs, capital expenditures and
other cash requirements for any reason, our business, financial condition and results of operations could be adversely affected. See “—Risks Relating to the SpinOff—We may be unable to make, on a timely or cost-effective basis, the changes necessary to operate as an independent, publicly traded company, and we may
experience increased costs.”
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We are subject to risks associated with the Honeywell Reimbursement Agreement, pursuant to which we are required to make substantial cash payments to
Honeywell, measured in substantial part by reference to estimates by Honeywell of certain of its liabilities.
In connection with the Spin-Off, we entered into the Honeywell Reimbursement Agreement (as defined below), pursuant to which we have an
obligation to make cash payments to Honeywell in amounts equal to 90% of payments, which include amounts billed (“payments”), with respect to certain
environmental claims, remediation and hazardous exposure or toxic tort claims, in each case including consequential damages (the “liabilities”) in respect of the
Honeywell Sites, including the legal and other costs of defending and resolving such liabilities, less 90% of Honeywell’s net insurance receipts relating to such
liabilities, and less 90% of the net proceeds received by Honeywell in connection with (i) affirmative claims relating to such liabilities, (ii) contributions by other
parties relating to such liabilities and (iii) certain property sales (the “recoveries”). The amount payable by us in respect of such liabilities arising in any given year
is subject to a cap of $140 million (exclusive of any late payment fees up to 5% per annum). Payments in respect of the liabilities arising in a given year are made
quarterly throughout such year on the basis of an estimate of the liabilities and recoveries provided by Honeywell. Following the end of any such year, Honeywell
provides us with a calculation of the amount of payments and the recoveries received. Subject to the aforementioned cap, if the amount of payments (net of
recoveries) is greater than the previously provided estimate, we pay Honeywell the amount of such difference (the “true-up payment”) and, if the amount of the
previously provided estimate is greater than the amount of payments (net of recoveries), we will receive a credit in the amount of such difference that will be
applied to future payments. If a true-up payment exceeds $30 million, such true-up payment will be made in eight equal installments, payable on a monthly basis on
and following the date the true-up payment is due.
For example, if in any given year, Honeywell’s estimated annual payments that are within the scope of the Honeywell Reimbursement Agreement
totaled $140 million, and if Honeywell’s estimated associated recoveries totaled $20 million, then our quarterly payment obligations in respect of that year would
be 90% of the net amount (or $108 million) divided by four, or $27 million. If, for such year, Honeywell’s annual payments actually totaled $165 million, and if
Honeywell’s associated recoveries actually totaled $10 million, our additional true-up payment obligation in respect of that year would be 90% of the net amount
(or $139.5 million) minus the sum of our quarterly payments, or $108 million, resulting in an aggregate payment in respect of such year of $31.5 million, which,
because it exceeds $30 million, would be made in eight equal installments, payable on the true-up date and on a monthly basis following the date the true-up
payment is due. However, if in any given year, Honeywell’s estimated annual payments totaled $175 million, and the estimated associated recoveries totaled $5
million, then our quarterly payment obligations in respect of that year would be capped at $35 million even though 90% of the net amount (or $153 million) divided
by four is higher at $38.25 million, resulting in an aggregate maximum payment for such year equal to the cap of $140 million (regardless of whether or not actual
liabilities (net of recoveries) exceeded the previously provided estimates).
Honeywell’s environmental claim and remediation payments in respect of the Honeywell Sites for the years 2019, 2018 and 2017, including any legal
fees, were approximately $258 million, $179 million and $200 million, respectively, and Honeywell’s associated receipts for insurance and amounts received by
Honeywell in connection with affirmative claims, contributions and property sales for 2019, 2018 and 2017 were approximately $94 million, $0 million, and $2
million, respectively. At December 31, 2019 we have recorded a liability to Honeywell of approximately $585 million in relation to our environmental obligation to
Honeywell under the Honeywell Reimbursement Agreement.
In the event that Honeywell completes a transfer to a third party in respect of a portion of the remediation liabilities that are within the scope of the
Honeywell Reimbursement Agreement, we will be obligated to pay 90% of the amount paid or payable by Honeywell in connection with such liability transfer, less
any applicable recoveries. Amounts payable in respect of liability transfers for any given year are paid in the year following the year in which they occur, at the
time that the true-up payment is made. If the amounts payable in respect of a liability transfer, together with any true-up payment, exceeds $30 million, such
amounts will be made in eight equal installments, payable on the true-up date and on a monthly basis following the date the true-up payment is due. While any
amount in respect of a liability transfer is outstanding, the annual payment by us to Honeywell will be first allocated towards the liabilities described above relating
to environmental claims, remediation, hazardous exposure and toxic tort claims arising outside of the scope of the liability transfer, and then towards the liability
transfer payment. The
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amount payable by us in respect of (i) any such liability transfers and (ii) the liabilities described above relating to environmental claims, remediation, hazardous
exposure and toxic tort claims arising in any given year, is subject to a cap of $140 million (exclusive of any late payment fees up to 5% per annum). The liability
transfer amount for the 2019 year was approximately $8 million.
The scope of our current environmental remediation obligations subject to the Honeywell Reimbursement Agreement currently relates to
approximately 230 sites or groups of sites that are undergoing environmental remediation under U.S. federal or state law and agency oversight for contamination
associated with Honeywell historical business operations. The ongoing environmental remediation is designed to address contaminants at upland and sediment
sites, which include, among others, metals, organic compounds and polychlorinated biphenyls, through a variety of methods, which include, among others,
excavation, capping, in-situ stabilization, groundwater treatment and dredging. In addition, our obligations subject to the Honeywell Reimbursement Agreement
will include certain liability with respect to (i) hazardous exposure or toxic tort claims associated with the Honeywell Sites that arise after the Spin-Off, if any, (ii)
currently unidentified releases of hazardous substances at or associated with the Honeywell Sites, (iii) other environmental claims associated with the Honeywell
Sites and (iv) consequential damages.
Payment amounts under the Honeywell Reimbursement Agreement will be deferred to the extent that the payment thereof would cause a specified
event of default under certain indebtedness, including our principal credit agreement, or cause us to not be compliant with certain financial covenants in certain
indebtedness, including our principal credit agreement on a pro forma basis, including the maximum total leverage ratio (ratio of debt to EBITDA, which excludes
any amounts owed to Honeywell under the Honeywell Reimbursement Agreement), and the minimum interest coverage ratio. A 5% late payment fee will accrue on
all amounts that are not otherwise entitled to be deferred under the terms of the Honeywell Reimbursement Agreement, without prejudice to any other rights that
Honeywell may have for late payments. In each calendar quarter, our ability to pay dividends and repurchase capital stock in such calendar quarter will be restricted
until any amounts payable under the Honeywell Reimbursement Agreement in such quarter (including any deferred payment amounts) are paid to Honeywell and
we will be required to use available restricted payment capacity under our debt agreements to make payments in respect of any such deferred amounts. Payment of
deferred amounts and certain other amounts could cause the amount we are required to pay under the Honeywell Reimbursement Agreement in respect of liabilities
arising in any given calendar year to exceed $140 million (exclusive of any late payment fees up to 5% per annum). All amounts payable under the Honeywell
Reimbursement Agreement are guaranteed by certain of our subsidiaries that act as guarantors under our principal credit agreement, subject to certain exceptions.
Under the Honeywell Reimbursement Agreement, we are subject to certain of the affirmative and negative covenants to which we are subject under our principal
credit agreement. Further, pursuant to the Honeywell Reimbursement Agreement, our ability to (i) amend or enter into waivers under our principal credit agreement
or our indenture, (ii) enter into another credit agreement or our indenture or make amendments or waivers thereto, or (iii) enter into or amend or waive any
provisions under other agreements, in each case, in a manner that would adversely affect the rights of Honeywell under the Honeywell Reimbursement Agreement,
will be subject to Honeywell’s prior written consent. This consent right will significantly limit our ability to engage in many types of significant transactions on
favorable terms (or at all), including, but not limited to, equity and debt financings, liability management transactions, refinancing transactions, mergers,
acquisitions, joint ventures and other strategic transactions. Please see “Risks Relating to the Spin-Off—We have certain business conflicts of interest with
Honeywell with respect to our past and ongoing relationships. In addition, the agreements that we entered into with Honeywell in connection with the Spin-Off
may impose significant restrictions on us and our subsidiaries and limit our ability to engage in actions that may be in our long-term best interests, and we may
from time to time have disputes with Honeywell under such agreements that could have a material impact on our business and operations.”
The Honeywell Reimbursement Agreement may have material adverse effects on our liquidity and cash flows and on our results of operations,
regardless of whether we experience a decline in net revenue. The Honeywell Reimbursement Agreement may also require us to accrue significant long-term
liabilities on our consolidated balance sheet, the amounts of which will be dependent on factors outside our control, including Honeywell’s responsibility to manage
and determine the outcomes of claims underlying the liabilities. This may have a significant negative impact on the calculation of key financial ratios and other
metrics that are important to investors, rating agencies and securities analysts in evaluating our creditworthiness and the value of our securities. Accordingly, our
access to capital to fund our operations may be materially adversely affected and the value of your investment in our company may decline. The Honeywell
Reimbursement Agreement also includes other obligations that may impose significant operating and financial restrictions on us and our subsidiaries and limit our
ability to engage in actions that may be in our long-term best interests.
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Although we will have access to information regarding these liabilities as we may reasonably request for certain purposes, as well as the ability to
participate in periodic standing meetings with Honeywell’s remediation management team responsible for management of the underlying claims, including outside
litigation or environmental counsel if necessary, the payment obligations under the Honeywell Reimbursement Agreement relate to legal proceedings and
remediation efforts that we will not control, and we accordingly do not expect to be able to make definitive decisions regarding settlements or other outcomes that
could influence our potential related exposure.
Our operations and the prior operations of predecessor companies expose us to the risk of material environmental liabilities.
We are subject to potentially material liabilities related to the investigation and cleanup of environmental hazards and to claims of personal injuries or
property damages that may arise from hazardous substance releases and exposures. These liabilities arise out of our current and past operations and the operations
and properties of predecessor companies (including off site waste disposal). We entered into the Honeywell Reimbursement Agreement, pursuant to which we have
an obligation to make cash payments to Honeywell related to certain of Honeywell’s environmental-related liabilities. See “Risks Relating to Our Business—We
are subject to risks associated with the Honeywell Reimbursement Agreement, pursuant to which we will be required to make substantial cash payments to
Honeywell, measured in substantial part by reference to estimates by Honeywell of certain of its liabilities.”
We are also subject to potentially material liabilities related to the compliance of Resideo Sites with the requirements of various federal, state, local and
foreign governments that regulate the discharge of materials into the environment and the generation, handling, storage, treatment and disposal of and exposure to
hazardous substances. We believe that, as a general matter, our policies, practices and procedures are properly designed to prevent unreasonable risk of
environmental damage and personal injury and that our handling, manufacture, use and disposal of hazardous substances are in accordance with environmental and
safety laws and regulations. However, if we are found to be in violation of these laws and regulations, we may be subject to substantial fines, criminal sanctions,
trade restrictions, product recalls, public exposure and be required to install costly equipment or make operational changes to achieve compliance with such laws
and regulations.
In addition, changes in laws, regulations or government enforcement of policies concerning the environment, the discovery of previously unknown
contamination or new technology or information related to individual contaminated sites, the establishment of stricter state or federal toxicity standards with respect
to certain contaminants, or the imposition of new clean-up requirements or remedial techniques, could require us to incur additional currently unanticipated costs in
the future that would have a negative effect on our business, financial condition, results of operations and cash flows.
We cannot predict with certainty the outcome of litigation matters, government proceedings and other contingencies and uncertainties.
In the ordinary course of business, we may make certain commitments, including representations, warranties and indemnities relating to current and
past operations, including those related to divested businesses, and issue guarantees of third-party obligations. We are also subject to various lawsuits,
investigations and disputes arising out of the conduct of our business, including matters relating to commercial transactions, government contracts, product liability,
prior acquisitions and divestitures, employee benefit plans, intellectual property, and environmental, health and safety matters. In particular, between November 8,
2019 and January 7, 2020, four separate purported class action complaints were filed in the United States District Court for the District of Minnesota against
Resideo, its current chief executive officer, its former chief financial officer and/or Honeywell. These complaints allege, among other things, that the defendants
(or some of them) made false and misleading statements (including prior to the spin-off from Honeywell) regarding, among other things, Resideo’s business,
performance, the efficiency of its supply chain, operational and administrative issues resulting from the spin-off from Honeywell, and the financial guidance
regarding 2019. The court consolidated the pending actions into a single proceeding styled In re Resideo Technologies, Inc. Securities Litigation, 19-cv-02889 and
appointed co-lead plaintiffs and co-lead plaintiff’s counsel. The lead plaintiffs’ deadline to file an amended, consolidated complaint is March 27, 2020. In addition,
we are and could, in the future, face additional legal proceedings and investigations and inquiries by governmental agencies relating to these or similar matters.
We are unable to predict how long such proceedings, in particular the purported class action lawsuits, will continue, but we anticipate that we may
incur significant costs in connection with some or all of these matters and that these proceedings and any related matters may result in a substantial distraction of
management’s time. Our
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potential liabilities are subject to change over time due to new developments, changes in settlement strategy or the impact of evidentiary requirements, and we may
become subject to or be required to pay damage awards or settlements that could have an adverse effect on our business, financial condition, results of operations
and cash flows. If we were required to make payments, such payments could be significant and could exceed the amounts we have accrued with respect thereto,
adversely affecting our business, financial condition, results of operations and cash flows. While we maintain or may otherwise have access to insurance for certain
risks, the amount of our insurance coverage may not be adequate to cover the total amount of all insured claims and liabilities and we may have to satisfy insurance
retentions. The incurrence of significant liabilities for which there is no or insufficient insurance coverage (or where there is available insurance but high retention
levels) could adversely affect our liquidity and financial condition, results of operations and cash flows.
Our business could be negatively affected as a result of the actions of activist or hostile stockholders.
Our business could be negatively affected as a result of stockholder activism, which could cause us to incur significant expense, hinder execution of
our business strategy, and impact the trading value of our securities. Stockholder activism, which could take many forms or arise in a variety of situations, has been
increasing in publicly traded companies in recent years and we are subject to the risks associated with such activism. Stockholder activism, including potential
proxy contests, requires significant time and attention by management and the Board, potentially interfering with our ability to execute our strategic plan.
Additionally, such stockholder activism could give rise to perceived uncertainties as to our future direction, adversely affect our relationships with key executives
and business partners and make it more difficult to attract and retain qualified personnel. Also, we may be required to incur significant legal fees and other expenses
related to activist stockholder matters. Any of these impacts could materially and adversely affect our business and operating results. Further, the market price of
our common stock could be subject to significant fluctuation or otherwise be adversely affected by the events, risks and uncertainties described in this “Risk
Factors” section.
Our effective tax rate will be affected by factors including changes in tax rules, and in the interpretation and application of those rules, in the countries in
which we operate.
Our future results of operations could be adversely affected by changes in the effective tax rate as a result of a change in the mix of earnings in
countries with differing statutory tax rates, changes in tax laws, regulations and judicial rulings (or changes in the interpretation thereof), changes in generally
accepted accounting principles, changes in the valuation of deferred tax assets and liabilities, changes in the amount of earnings permanently reinvested offshore,
the results of audits and examinations of previously filed tax returns and continuing assessments of our tax exposures and various other governmental enforcement
initiatives. Our tax expense includes estimates of tax reserves and reflects other estimates and assumptions, including assessments of our future earnings which
could impact the valuation of our deferred tax assets. Changes in tax laws or regulations, including multi-jurisdictional changes enacted in response to the
guidelines provided by the Organization for Economic Co-operation and Development to address base erosion and profit shifting will increase tax uncertainty and
may adversely impact our provision for income taxes. As noted under “—Risks Relating to Our Business—We are subject to risks associated with the Honeywell
Reimbursement Agreement, pursuant to which we will be required to make substantial cash payments to Honeywell, measured by reference to estimates by
Honeywell of certain of its liabilities.”
U.S. federal income tax reform could adversely affect us.
On December 22, 2017, the President of the United States signed into law H.R. 1, originally known as the “Tax Cuts and Jobs Act”, hereafter referred
to as “U.S. Tax Reform”. Since the passing of U.S. Tax Reform, additional guidance in the form of notices and proposed regulations which interpret various aspects
of U.S. Tax Reform have been issued. As of the filing of this document, additional guidance is expected. Changes could be made to the proposed regulations as
they become finalized, future legislation could be enacted, more regulations and notices could be issued, all of which may impact our financial results. We will
continue to monitor all of these changes and will reflect the impact as appropriate in future financial statements. Many state and local tax jurisdictions are still
determining how they will interpret elements of U.S. Tax Reform. Final state and local governments’ conformity, legislation and guidance relating to U.S. Tax
Reform may impact our financial results.
We may be required to make significant cash contributions to our defined benefit pension plans.
We sponsor defined benefit pension plans under which certain eligible Company employees will earn pension benefits. We have plans in several
countries including the U.S. The Federal Pension Protection Act of 2006,
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which is generally applicable to U.S. qualified defined benefit pension plans, generally requires that qualified defined benefit pension plans maintain certain
capitalization levels. Changes in discount rates and actual asset returns different than our anticipated asset returns can result in significant non-cash actuarial gains
or losses. With regard to cash pension contributions, funding requirements for our pension plans are largely dependent upon interest rates, actual investment returns
on pension assets and the impact of legislative or regulatory changes related to pension funding obligations. Our pension plan contributions may be material and
could adversely impact our financial condition, cash flow and results of operations. We plan to make pension plan contributions during 2020 and in future periods
sufficient to satisfy funding requirements.
Risks Related to the Spin-Off
Completion of the Spin-Off was conditioned on Honeywell’s receipt of separate written opinions from Cleary Gottlieb Steen & Hamilton LLP and
KPMG LLP to the effect that the Spin-Off should qualify for non-recognition of gain and loss under Section 355 and related provisions of the Code.
The opinions do not address any U.S. state or local or foreign tax consequences of the Spin-Off. The opinions assume that the Spin-Off was completed
according to the terms of the Separation and Distribution Agreement and rely on the facts as stated in the Separation and Distribution Agreement, the Tax Matters
Agreement, the other ancillary agreements and documents. In addition, the opinions are based on certain representations as to factual matters from, and certain
covenants by, Honeywell and us. The opinions cannot be relied on if any of the assumptions, representations or covenants are incorrect, incomplete or inaccurate or
are violated in any material respect.
The opinions are not binding on the Internal Revenue Service (the “IRS”) or the courts, and there can be no assurance that the IRS or a court will not
take a contrary position. If the conclusions expressed in the opinions are challenged by the IRS, and if the IRS prevails in such challenge, the tax consequences of
the Spin-Off could be materially less favorable. Honeywell did not as part of the Spin-Off request a ruling from the IRS regarding the U.S. federal income tax
consequences of the Spin-Off.
If the distribution made in connection with the Spin-Off were determined not to qualify for non-recognition of gain or loss under Section 355 and
related provisions of the Code, then a U.S. Holder who received our common stock in the Spin-Off generally would be treated as receiving a distribution in an
amount equal to the fair market value of our common stock received. The distribution would be treated as: (1) a taxable dividend to the extent of the holder’s pro
rata share of Honeywell’s current or accumulated earnings and profits; (2) a reduction in the holder’s basis (but not below zero) in Honeywell common stock to the
extent the amount received exceeds the holder’s share of Honeywell’s earnings and profits; and (3) taxable gain from the exchange of Honeywell common stock to
the extent the amount received exceeds the sum of the holder’s share of Honeywell’s earnings and profits and its basis in its Honeywell common stock.
We agreed in the Tax Matters Agreement not to take actions that could affect Honeywell’s tax treatment. The need to comply with these provisions of the Tax
Matters Agreement could reduce our strategic and operating flexibility. If we fail to comply with them, or breach representations or covenants made in the Tax
Matters Agreement or in connection with the receipt of the tax opinion, we could incur material indemnification obligations to Honeywell, which could
adversely affect our business, financial condition, results of operations and cash flows.
If one or more persons acquire a 50% or greater interest (measured by vote or value) in the stock of Honeywell or Resideo, directly or indirectly
(including through acquisitions of stock after the completion of the Transactions), as part of a plan or series of related transactions that includes the Spin-Off, then
the Spin-Off would be taxable to Honeywell, but not to Honeywell stockholders. Current law generally creates a presumption that any direct or indirect acquisition
of stock of Honeywell or Resideo within two years before or after the Spin-Off is part of a plan that includes the Spin-Off, although the parties may be able to rebut
that presumption in certain circumstances. The process for determining whether an acquisition is part of a plan under these rules is complex, inherently factual in
nature, and subject to a comprehensive analysis of the facts and circumstances of the particular case. We have entered into covenants not to engage in specified
transactions for two years after the Spin-Off without Honeywell’s prior consent (which Honeywell may grant or withhold in its sole discretion),and have agreed to
indemnify Honeywell for any costs that it may incur as a result of our failure to comply with those covenants. These
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obligations may limit our ability to pursue strategic transactions or engage in new business or other transactions, such as a share repurchase program, that may
maximize the value of our business, and may discourage or delay a strategic transaction that our shareholders may consider favorable, including limiting our ability
to use our equity to raise capital or fund acquisitions, and may otherwise impact our ability to implement structural or business changes as an outgrowth of the
comprehensive financial and operational review announced connection with our third quarter 2019 earnings results. Any payments required under these obligations
could be significant and could materially adversely affect our business, financial condition, results of operations and cash flows.
We are subject to numerous restrictions to preserve the non-recognition treatment of the Spin-Off, which may reduce our strategic and operating flexibility.
We are subject to covenants in the Tax Matters Agreement and indemnification obligations that address compliance with Section 355 of the Code and
are intended to preserve the tax-free nature of the Spin-Off. These covenants include certain restrictions on our activity for a period of two years following the SpinOff, unless Honeywell gives its consent for us to take a restricted action, which Honeywell is permitted to grant or withhold at its sole discretion. These covenants
and indemnification obligations may limit our ability to pursue strategic transactions or engage in new businesses or other transactions that may maximize the value
of our business and might discourage or delay a strategic transaction that our stockholders may consider favorable.
We may be unable to make, on a timely or cost-effective basis, the changes necessary to operate as an independent, publicly traded company, and we may
experience increased costs after the Spin-Off.
Honeywell currently provides certain transitional corporate services under agreements with us. These services do not include every service that we
received from Honeywell while we were part of Honeywell, and Honeywell is only obligated to provide the transition services for limited periods described in the
agreements. We rely on Honeywell to satisfy its performance and payment obligations under any transition services agreements and other agreements related to the
Spin-Off, and if Honeywell does not satisfy such obligations, we could incur operational difficulties or losses.
Our ability to position and market ourselves as a provider of connected home technology could be adversely affected by our loss of access to
Honeywell’s development platforms. If we fail to obtain the quality of services necessary to operate effectively or incur greater costs in obtaining these services,
our business, financial condition, results of operations and cash flows may be adversely affected.
As we build our information technology infrastructure and transition our data to our own systems, we could incur substantial additional costs and experience
temporary business interruptions, and our accounting and other management systems and resources may not be adequately prepared to meet the financial
reporting and other requirements to which we will be subject following the Spin-Off.
Following the Spin-Off, we installed and implemented information technology infrastructure to support certain of our business functions, including
payment systems, ERP systems, accounting and reporting, manufacturing process control, customer service, inventory control and distribution. Such transition must
also comply with applicable personal data privacy laws. See “Risks Relating to Our Business—Risks associated with data privacy issues, including evolving laws
and regulations and associated compliance efforts, could adversely affect our business, financial condition, results of operations and cash flows.” If we are unable to
transition effectively, we may incur temporary interruptions in business operations. Any delay in implementing, or operational interruptions suffered while
implementing, our new information technology infrastructure could disrupt our business and have an adverse effect on our business, financial condition, results of
operations and cash flows.
In addition, if we are unable to replicate or transition certain systems, our ability to comply with regulatory requirements could be impaired. We are
subject to reporting and other obligations under the U.S. Securities and Exchange Act of 1934, as amended (the “Exchange Act”). Beginning with this required
Annual Report on Form 10-K, we comply with Section 404 of the Sarbanes Oxley Act of 2002, as amended (the “Sarbanes Oxley Act”), which requires annual
management assessments of the effectiveness of our internal control over financial reporting and a report by our independent registered public accounting firm
addressing whether we maintained effective internal controls over financial reporting.
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The Exchange Act requires that we file annual, quarterly and current reports with respect to our business and financial condition. Under the Sarbanes
Oxley Act, we are required to maintain effective disclosure controls and procedures and internal controls over financial reporting. Any failure to achieve and
maintain effective internal controls could have an adverse effect on our business, financial condition, results of operations and cash flow. See “—Risks Relating to
Our Common Stock and the Securities Market.”
We incurred indebtedness in connection with the Spin-Off, and our leverage could adversely affect our business, financial condition and results of operations.
In connection with the Spin-Off, we incurred indebtedness in an aggregate principal amount of approximately $1,225 million in the form of senior
secured term loans and senior unsecured notes, the net proceeds of which were used by the Company to (i) repay intercompany indebtedness to Honeywell or a
subsidiary of Honeywell of approximately $1.2 billion, (ii) to pay fees, costs and expenses related to the senior notes offering and the senior credit facilities and (iii)
for general corporate purposes. We also entered into a revolving credit facility to be used for our working capital and other cash needs in an aggregate principal
amount of $350 million.
We are responsible for obtaining and maintaining sufficient working capital and other funds to satisfy our cash requirements. After the Spin-Off, our
access to and cost of debt financing are different than it would have been as a part of Honeywell. Differences in access to and cost of debt financing may result in
differences in the interest rate charged to us on financings, as well as the amount of indebtedness, types of financing structures and debt markets that may be
available to us.
We amended our principal credit agreement on November 26, 2019 (the “Amendment”) to, among other things, revise our covenant leverage ratio
thresholds and related definitions in light of our 2019 financial performance and in a manner that was intended to give us greater flexibility, including in relation to
anticipated restructuring activities that may implemented as part of the financial and operational review or otherwise.
Our ability to make payments on and to refinance our indebtedness, including the debt incurred in connection with the Spin-Off, as well as any future
debt that we may incur, will depend on our ability to generate cash in the future from operations, financings or asset sales. Our ability to generate cash is subject to
general economic, financial, competitive, legislative, regulatory and other factors that are beyond our control, as well as the risk factors set forth herein.
The terms of our indebtedness restrict our current and future operations, particularly our ability to incur debt that we may need to fund initiatives in response
to changes in our business, the industries in which we operate, the economy and governmental regulations.
The terms of the indebtedness include a number of restrictive covenants that impose significant operating and financial restrictions on us and our
subsidiaries and limit our ability to engage in actions that may be in our long-term best interests. These may restrict our and our subsidiaries’ ability to take some or
all of the following actions:
•
•
•
•
•
•
•
•
•
•
•
•

incur or guarantee additional indebtedness or sell disqualified or preferred stock;
pay dividends on, make distributions in respect of, repurchase or redeem capital stock;
make investments or acquisitions;
sell, transfer or otherwise dispose of certain assets;
create liens;
enter into sale/leaseback transactions;
enter into agreements restricting the ability to pay dividends or make other intercompany transfers;
consolidate, merge, sell or otherwise dispose of all or substantially all of our or our subsidiaries’ assets;
enter into transactions with affiliates;
prepay, repurchase or redeem certain kinds of indebtedness;
issue or sell stock of our subsidiaries; and/or
significantly change the nature of our business.
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On October 25, 2018, we entered into a credit agreement, which provides for (i) a seven-year senior secured first-lien term B loan facility in an
aggregate principal amount of $475 million (the “Term B Facility”); (ii) a five-year senior secured first-lien term A loan facility in an aggregate principal amount of
$350 million (the “Term A Facility” and, together with the Term B Facility, the “Term Loan Facilities”); and (iii) a five-year senior secured first-lien revolving
credit facility in an aggregate principal amount of $350 million (the “Revolving Credit Facility” and, together with the Term Loan Facilities, the “Senior Credit
Facilities”). The Senior Credit Facilities currently use LIBOR as a benchmark for establishing the interest rate. LIBOR is the subject of recent proposals for reform.
These reforms and other pressures may cause LIBOR to disappear entirely or to perform differently than in the past. The consequences of these developments with
respect to LIBOR cannot be entirely predicted but could result in an increase in the cost of our variable rate debt, which could adversely affect our financial
condition and results of operations.
Furthermore, we have pledged our assets as collateral as security for our repayment obligations in respect of certain indebtedness and we are required
to abide by certain financial and operational covenants. Our ability to comply with such covenants and restrictions may be affected by events beyond our control,
including prevailing economic, financial and industry conditions. If market or other economic conditions deteriorate, our ability to comply with these covenants
may be impaired. A breach of any of these covenants, if applicable, could result in an event of default under the terms of this indebtedness. If an event of default
occurred, the lenders would have the right to accelerate the repayment of such debt, and the event of default or acceleration could result in the acceleration of the
repayment of any other debt to which a cross-default or cross-acceleration provision applies. We might not have, or be able to obtain, sufficient funds to make these
accelerated payments, and lenders could then proceed against any collateral. Any subsequent replacement of the agreements governing such indebtedness, or any
new indebtedness could have similar or greater restrictions. The occurrence and ramifications of an event of default could adversely affect our business, financial
condition, results of operations and cash flows. Moreover, as a result of all of these restrictions, we may be limited in how we conduct our business and pursue our
strategy, unable to raise additional debt financing to operate during general economic or business downturns or unable to compete effectively or to take advantage
of new business opportunities.
The commercial and credit environment may adversely affect our access to capital.
Our ability to issue debt or enter into other financing arrangements on acceptable terms could be adversely affected if there is a material decline in the
demand for our products or in the solvency of our customers or suppliers or if there are other significantly unfavorable changes in economic conditions. Volatility
in the world financial markets could increase borrowing costs or affect our ability to access the capital markets. These conditions may adversely affect our ability to
obtain targeted credit ratings.
We have certain business conflicts of interest with Honeywell with respect to our past and ongoing relationships. In addition, the agreements that we entered
into with Honeywell in connection with the Spin-Off may impose significant restrictions on us and our subsidiaries and limit our ability to engage in actions
that may be in our long-term best interests, and we may from time to time have disputes with Honeywell under such agreements that could have a material
impact on our business and operations.
Conflicts of interest may or have arisen with Honeywell in a number of areas relating to our past and ongoing relationships, including:
•
•
•
•
•

labor, tax, employee benefit, indemnification and other matters arising from our separation from Honeywell;
intellectual property matters;
employee recruiting and retention;
interpretations of contractual arrangements; and
business combinations involving our Company.

We may not be able to resolve any potential conflicts, and, even if we do so, the resolution may be less favorable to us than if we were dealing with a
party other than our former parent company.
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The agreements that we entered into with Honeywell in connection with the Spin-Off may impose significant restrictions on us and our subsidiaries and
limit our ability to engage in actions that may be in our long-term best interests. As described in more detail elsewhere in this Annual Report on Form 10-K, the
Honeywell Reimbursement Agreement and the Tax Matters Agreement may impose material restrictions on our business and operations, including limitations or
impediments on our ability to separate or otherwise divest businesses and modify or waive the terms of certain agreements in a manner that would adversely affect
the rights of Honeywell under the Honeywell Reimbursement Agreement. In addition, we and Honeywell entered into a 40-year Trademark License Agreement
(the “Trademark Agreement”) that authorizes us to use certain of Honeywell’s trademarks in the operation of our business for the advertising, sale and distribution
of certain licensed products. The Trademark Agreement is terminable by Honeywell under certain circumstances, including if we fail to comply with all material
obligations, including the payment obligations, set forth in the Honeywell Reimbursement Agreement. The Trademark Agreement also automatically terminates
upon the occurrence of a change of control of Resideo that is not approved by Honeywell, and automatically terminates as to any subsidiary of Resideo upon it
ceasing to be a wholly-owned subsidiary of Resideo. Any termination of the Trademark Agreement could have a material adverse effect on our business, financial
condition, cash flows, and reputation. In addition, the provisions of the Trademark Agreement in respect of a change of control of Resideo or the sale of any
interests in any subsidiary of Resideo may impact our ability to enter into transactions that are otherwise in the best interests of our stockholders.
We and Honeywell also may from time to time have disputes under the agreements and related exhibits entered into in connection with the Spin-Off.
For example, the Honeywell Reimbursement Agreement incorporates certain of the affirmative and negative covenants contained in our principal credit agreement.
Resideo believes that amendments to the principal credit agreement that do not adversely affect the rights of Honeywell under the Honeywell Reimbursement
Agreement automatically apply to and amend the corresponding provisions of the Honeywell Reimbursement Agreement. Honeywell has informed us that it does
not agree with this interpretation and has asserted that amendments to the provisions of the principal credit agreement are not incorporated into the Honeywell
reimbursement agreement unless Honeywell has provided its consent. In particular, Honeywell has asserted that the amendment to the consolidated total leverage
ratio and related terms under our principal credit agreement, which became effective on November 26, 2019 (the “Amendment”), do not automatically amend and
apply to the corresponding provisions incorporated into the Honeywell Reimbursement Agreement. We were in compliance with the pre- and post-Amendment
maximum consolidated total leverage ratio covenant under the Honeywell Reimbursement Agreement for the period ending December 31, 2019, but if Honeywell’s
position is determined to be valid and if we fail to comply with the pre-Amendment maximum consolidated total leverage ratio in future periods that could result in
Honeywell asserting a default under the Honeywell Reimbursement Agreement
Certain of our directors and employees may have actual or potential conflicts of interest because of their financial interests in Honeywell.
Because of their former positions with Honeywell, certain of our executive officers and directors, including the chairman of the Board, own equity
interests in Honeywell. Continuing ownership of Honeywell shares and equity awards could create, or appear to create, potential conflicts of interest if our
Company and Honeywell face decisions that could have implications for both our Company and Honeywell.
Risks Relating to Our Common Stock and the Securities Market
No market for our common stock existed prior to the Spin-Off and our stock price has fluctuated and may continue to fluctuate significantly.
There was no public market for our common stock prior to the Spin-Off. Following the Spin-Off, the market price of our common stock has fluctuated
and may continue to fluctuate widely. This could be the result of many factors, some of which may be beyond our control, including.
•
•
•
•

actual or anticipated fluctuations in our results of operations or earnings guidance due to factors related to our business;
success or failure of our business strategies;
competition and industry capacity;
changes in interest rates and other factors that affect earnings and cash flow;
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•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

our level of indebtedness, our ability to make payments on or service our indebtedness and our ability to obtain financing as needed;
our indemnification obligations to Honeywell;
our ability to retain and recruit qualified personnel;
our ability to recruit and retain a new CEO and CFO;
our quarterly or annual earnings, or those of other companies in our industry;
announcements by us or our competitors of significant acquisitions or dispositions;
changes in accounting standards, policies, guidance, interpretations or principles;
changes in earnings estimates by securities analysts or our ability to meet those estimates;
the operating and stock price performance of other comparable companies;
investor perception of our Company and our industry;
overall market fluctuations unrelated to our operating performance;
results from any material litigation or government investigation, including the shareholder litigation filed in the fourth quarter of 2019 and related
government investigation;
changes in laws and regulations (including tax laws and regulations) affecting our business;
changes in capital gains taxes and taxes on dividends affecting stockholders; and
general economic conditions and other external factors.
Our stock could sustain periods of low trading volume, which would amplify the effect of the above factors on our stock’s price volatility.

Our ability to pay cash dividends to our stockholders is subject to the discretion of our Board and may be limited by the terms of our indebtedness and the
Honeywell Reimbursement Agreement; there is no guarantee we will initiate dividends, or that once initiated, that we will continue paying dividends.
We have never declared or paid any cash dividends on our common stock and we currently do not intend to pay cash dividends. We currently expect to
retain any future earnings to fund the operation and expansion of our business and restructuring activities associated with the financial and operational review
announced in connection with our third quarter earnings results, and payback debt obligations. The Board’s decision regarding any future payment of dividends will
depend on the consideration of many factors, including our financial condition, earnings, sufficiency of distributable reserves, opportunities to retain future earnings
for use in the operation of our business and to fund future growth, capital requirements, debt service obligations, obligations under the Honeywell Reimbursement
Agreement, legal requirements, regulatory constraints and other factors that the Board deems relevant. Additionally, the terms of the indebtedness we incurred in
connection with the Spin-Off, obligations under the Honeywell Reimbursement Agreement and other amounts owed to Honeywell under the Transition Services,
Tax Matters, Employee Matters, Trademark License and Patent Cross-License Agreements, will limit our ability to pay cash dividends.
Stockholder’s percentage ownership in our Company may be diluted in the future.
A stockholder’s percentage ownership in our Company may be diluted in the future because of common stock-based equity awards that we have
granted and expect to grant in the future to our directors, officers and other employees. Prior to completion of the Spin-Off, we approved the 2018 Stock Incentive
Plan of Resideo Technologies, Inc. and its Affiliates, as may be amended from time to time (the “Stock Incentive Plan”) for the benefit of certain of our current and
future employees and other service providers, as well as an equity plan for our non-employee directors. In addition, we may issue equity as all or part of the
consideration paid for acquisitions and strategic investments that we may make in the future or as necessary to finance our ongoing operations.
In addition, our Amended and Restated Certificate of Incorporation authorizes us to issue, without the approval of our stockholders, one or more
classes or series of preferred stock having such designation, powers, preferences and relative, participating, optional and other special rights, including preferences
over our common stock with respect to dividends and distributions, as our Board may generally determine. The terms of one or more classes or series of preferred
stock could dilute the voting power or reduce the value of our common stock. For example, we could grant the holders of preferred stock the right to elect some
number of the members of our Board in all events or upon the happening of specified events, or the right to veto specified transactions. Similarly, the repurchase or
redemption rights or liquidation preferences that we could assign to holders of preferred stock could affect the residual value of our common stock.
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From time to time, we may opportunistically evaluate and pursue acquisition opportunities, including acquisitions for which the consideration thereof
may consist partially or entirely of newly issued shares of our common stock and, therefore, such transactions, if consummated, would dilute the voting power
and/or reduce the value of our common stock.
Certain provisions in our Amended and Restated Certificate of Incorporation and Amended and Restated Bylaws and Delaware law may discourage takeovers.
Several provisions of our Amended and Restated Certificate of Incorporation, Amended and Restated Bylaws and Delaware law may discourage, delay
or prevent a merger or acquisition. These include, among others, provisions that:
•
•
•
•
•

provide for staggered terms for directors on our board for a period following the Spin-Off;
do not permit our stockholders to act by written consent and require that stockholder action must take place at an annual or special meeting of our
stockholders, in each case except as such rights may otherwise be provided to holders of preferred stock;
establish advance notice requirements for stockholder nominations and proposals;
limit the persons who may call special meetings of stockholders; and
limit our ability to enter into business combination transactions.

These and other provisions of our Amended and Restated Certificate of Incorporation, Amended and Restated Bylaws and Delaware law may
discourage, delay or prevent certain types of transactions involving an actual or a threatened acquisition or change in control of our Company, including unsolicited
takeover attempts, even though the transaction may offer our stockholders the opportunity to sell their shares of our common stock at a price above the prevailing
market price.
Our Amended and Restated Certificate of Incorporation designates the courts of the State of Delaware as the sole and exclusive forum for certain types of
actions and proceedings that may be initiated by our stockholders, which could limit our stockholders’ ability to obtain a favorable judicial forum for disputes
with us or our directors, officers or other employees.
Our Amended and Restated Certificate of Incorporation provides that, in all cases to the fullest extent permitted by law, unless we consent in writing to
the selection of an alternative forum, the Court of Chancery located within the State of Delaware will be the sole and exclusive forum for any derivative action or
proceeding brought on behalf of us, any action asserting a claim of breach of a fiduciary duty owed by any director, officer or other employee or stockholder of our
Company to the Company or our Company’s stockholders, any action asserting a claim arising pursuant to the Delaware General Corporate Law (“DGCL”) or as to
which the DGCL confers jurisdiction on the Court of Chancery located in the State of Delaware or any action asserting a claim governed by the internal affairs
doctrine or any other action asserting an “internal corporate claim” as that term is defined in Section 115 of the DGCL. However, if the Court of Chancery within
the State of Delaware does not have jurisdiction, the action may be brought in any other state or federal court located within the State of Delaware. Any person or
entity purchasing or otherwise acquiring or holding any interest in shares of our capital stock will be deemed to have notice of and to have consented to these
provisions. This provision may limit a stockholder’s ability to bring a claim in a judicial forum that it finds favorable for disputes with us or our directors, officers
or other employees, which may discourage such lawsuits. Alternatively, if a court were to find this provision of our Amended and Restated Certificate of
Incorporation inapplicable to, or unenforceable in respect of, one or more of the specified types of actions or proceedings, we may incur additional costs associated
with resolving such matters in other jurisdictions.
If we fail to maintain proper and effective internal controls, our ability to produce accurate and timely financial statements could be impaired and investors’
views of us could be harmed.
The Sarbanes-Oxley Act requires, among other things, that we maintain effective internal control over financial reporting and disclosure controls and
procedures. If we are not able to comply with the requirements of Section 404 in a timely manner, or if we or our independent registered public accounting firm
identify deficiencies in our internal control over financial reporting that are deemed to be material weaknesses, the market price of shares of common stock could
decline and we could be subject to sanctions or investigations by the U.S. Securities and Exchange Commission (the “SEC”) or other regulatory authorities, which
would require additional financial and management resources.
38

RESIDEO TECHNOLOGIES, INC.
Our ability to successfully implement our business plan and comply with Section 404 requires us to be able to prepare timely and accurate financial
statements. Any delay in the implementation of, or disruption in the transition to, new or enhanced systems, procedures or controls, may cause our operations to
suffer, and we may be unable to conclude that our internal control over financial reporting is effective and to obtain an unqualified report on internal controls from
our auditors as required under Section 404 of the Sarbanes-Oxley Act. Moreover, we cannot be certain that these measures would ensure that we implement and
maintain adequate controls over our financial processes and reporting in the future. Even if we were to conclude, and our auditors were to concur, that our internal
control over financial reporting provided reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with GAAP, because of its inherent limitations, internal control over financial reporting might not prevent or detect fraud or misstatements.
This, in turn, could have an adverse impact on trading prices for our shares of common stock, and could adversely affect our ability to access the capital markets.
See “—Risks Relating to the Spin-Off—As we build our information technology infrastructure and transition our data to our own systems, we could incur
substantial additional costs and experience temporary business interruptions, and our accounting and other management systems and resources may not be
adequately prepared to meet the financial reporting and other requirements to which we are subject following the Spin-Off.”
Item 1B.

Unresolved Staff Comments.
None.

Item 2.

Properties
Our corporate headquarters is located in Austin, Texas.

The Products & Solutions segment owns or leases 17 manufacturing sites. ADI Global Distribution owns or leases 200 stocking locations. There are
also 62 other sites owned or leased, including offices and 5 warehouses shared by both segments, and engineering and lab sites used by the Products & Solutions
segment. The following table shows the regional distribution of these sites:

Americas
148

Sites

Asia
Pacific

EMEA
6

India
112

18

We also lease or sub-lease one manufacturing site, nine other sites, including offices, engineering, and lab sites and two warehouses from Honeywell.
Twenty warehouses are operated by third parties. In addition, Honeywell leases or subleases four manufacturing sites and three other sites, including offices and
engineering sites, from us. Honeywell is expected to use certain limited space in certain of our facilities under one or more services agreements.
For information on the lease by our ADI Global Distribution business of an administrative office building in Melville, New York, from Honeywell see
Item 13. Certain Relationships and Related Transactions, and Director Independence, in this Form 10-K.
We believe our properties are adequate and suitable for our business as presently conducted and are adequately maintained.
Item 3.

Legal Proceedings

We are subject to various lawsuits, investigations and disputes arising out of the conduct of our business, including matters relating to commercial
transactions, government contracts, product liability, prior acquisitions and divestitures, employee matters, intellectual property, and environmental, health and
safety matters. We recognize a liability for any contingency that is probable of occurrence and reasonably estimable. We continually assess the likelihood of
adverse judgments of outcomes in these matters, as well as potential ranges of possible losses (taking into consideration any insurance recoveries), based on a
careful analysis of each matter with the assistance of outside legal counsel and, if applicable, other experts. We do not currently believe that such matters are
material to our results of operations.
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In connection with our entry into the Honeywell Reimbursement Agreement, we will be required to make payments to Honeywell in amounts equal to
90% of payments, which include amounts billed, with respect to certain environmental claims, remediation and, to the extent arising after the Spin-Off, hazardous
exposure or toxic tort claims, in each case including consequential damages in respect of Honeywell properties contaminated through historical business operations,
including the legal and other costs of defending and resolving such liabilities, less 90% of Honeywell’s net insurance receipts relating to such liabilities, and less
90% of the net proceeds received by Honeywell in connection with (i) affirmative claims relating to such liabilities, (ii) contributions by other parties relating to
such liabilities and (iii) certain property sales. See Note 19. Commitments and Contingencies of Notes to Consolidated and Combined Financial Statements.
Between November 8, 2019 and January 7, 2020, four separate purported class action complaints alleging violations of the federal securities laws were
filed against the Company, the Company’s CEO Michael Nefkens, and the Company’s former CFO Joseph Ragan, in the United States District Court for the
District of Minnesota (the “Minnesota Court”).
On November 8, 2019, the St. Clair County Employees’ Retirement System filed a purported class action complaint in the Minnesota Court styled St.
Clair County Employees’ Retirement System v. Resideo Technologies, et. al, 19-cv-02863 (D. Minn Nov. 8, 2020) (the “St. Clair Action”). The St. Clair Action
purports to assert claims on behalf of a class of persons who purchased the Company’s stock between October 29, 2018 and October 22, 2019. It claims that the
Company, Mr. Nefkens, and Mr. Ragan made false and misleading statements regarding, among other things, the Company’s performance, the efficiency of its
supply chain, and that it was ahead of schedule in resolving operational and administrative issues resulting from the Spin-Off. It alleges that the Company’s
financial guidance lacked a reasonable basis and the Company was not on track to make its 2019 earnings guidance. The St. Clair Action asserts claims under
section 10b-5 and section 20 of the Exchange Act.
On November 12, 2019, the Hollywood Firefighters’ Pension Fund filed a purported class action complaint in the Minnesota Court styled Hollywood
Firefighters’ Pension Fund v. Resideo Technologies, et. al, 19-cv-2889 (D. Minn Nov. 12, 2019) (the “Hollywood Action”). The Hollywood Action contains
similar allegations and claims to those set forth in the St. Clair Action and purports to be asserted on behalf of a plaintiff class that purchased Company stock
between October 10, 2018 and October 22, 2019.
On December 20, 2019, the Frampton Living Trust filed a purported class action complaint in the Minnesota Court styled Frampton Living Trust v.
Resideo Technologies, et. al, 19-cv-3133 (D. Minn Dec. 20, 2019) (the “Frampton Action”). The Frampton Action contains similar allegations and claims to those
set forth in the previous complaints and purports to be asserted on behalf of a plaintiff class that purchased Company stock between October 10, 2018 and October
22, 2019.
On January 7, 2020, a group of institutional investors, including the Gabelli Asset Fund, filed a purported class action complaint in the Minnesota
Court styled The Gabelli Asset Fund, et. al v. Resideo Technologies, et. al, 20-cv-00094 (D. Minn Jan. 7, 2020) (the “Gabelli Action”). The Gabelli Action
contains similar allegations and claims to those set forth in the previous complaints and purports to be asserted on behalf of a plaintiff class that purchased
Company stock between October 15, 2018 and October 22, 2019. The Gabelli Action also asserts purported claims based on Honeywell’s pre-spin conduct and
statements and names Honeywell as a defendant.
On January 27, 2020, the Minnesota Court granted an order on a stipulation addressing the various motions for consolidation and appointment of lead
plaintiff and lead counsel in the pending actions. By this ruling, the court consolidated the pending actions into a single proceeding styled In re Resideo
Technologies, Inc. Securities Litigation, 19-cv-02889. The court also appointed co-lead plaintiffs and co-lead plaintiffs counsel. The lead plaintiffs’ deadline to file
an amended, consolidated complaint is March 27, 2020.
Item 4.

Mine Safety Disclosures
Not applicable.
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PART II.
Item 5.

Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities

Our common stock is traded on the New York Stock Exchange under the symbol “REZI”. On February 21, 2020, there were 39,291 holders of record
of our common stock and the closing price of our common stock on the New York Stock Exchange was $10.08 per share. As of February 21, 2020, 122,936,579
shares of our Common Stock and 0 shares of our preferred stock were outstanding.
As described in Item 1, on October 29, 2018, Honeywell completed the separation of Resideo Technologies, Inc. Following the Spin-Off, our
authorized capital stock consisted of 700,000,000 shares of common stock, par value $0.001 per share, and 100,000,000 shares of preferred stock, par value $0.001
per share. The Spin-Off is further described in Note 1 to the Consolidated and Combined Financial Statements included in Item 8. of this Form 10-K.
Dividends
We have never declared or paid any cash dividends on our common stock and we currently do not intend to pay cash dividends. We currently expect to
retain any future earnings to fund the operation and expansion of our business and pay back debt obligations. The Board’s decision regarding any future payment of
dividends will depend on the consideration of many factors, including our financial condition, earnings, sufficiency of distributable reserves, opportunities to retain
future earnings for use in the operation of our business and to fund future growth, capital requirements, debt service obligations, obligations under the Honeywell
Reimbursement Agreement, legal requirements, regulatory constraints and other factors that the Board deems relevant. Additionally, the terms of the indebtedness
we incurred in connection with the Spin-Off, obligations under the Honeywell Reimbursement Agreement and other amounts owed to Honeywell under the
Transition Services, Tax Matters, Employee Matters, Trademark License and Patent Cross-License Agreements, will limit our ability to pay cash dividends.
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Stock Performance Graph
The following graph shows a comparison through December 31, 2019 of the cumulative total returns for (i) our common stock, (ii) the S&P MidCap
400 Total Return Index and (iii) the S&P 400 Industrials assuming an initial investment of $100 on the Spin-Off date and reinvestment of all dividends. The returns
in the graph are not intended to forecast or be indicative of possible future performance of our common stock.

Item 6.

Selected Financial Data

Selected Historical Consolidated and Combined Financial Data
The following tables present certain selected historical consolidated and combined financial information as of and for each of the years in the five-year
period ended December 31, 2019. The selected historical consolidated and combined financial data as of December 31, 2019 and 2018, and for each of the years in
the three-year period ended December 31, 2019 are derived from our historical audited Consolidated and Combined Financial Statements included elsewhere in this
Annual Report. The selected historical combined financial data as of December 31, 2017 and 2016 and for the year ended December 31, 2016 are derived from our
historical audited Combined Financial Statements not included in this Annual Report. The selected historical combined financial data as of and for the year ended
December 31, 2015, is derived from our historical unaudited combined financial statements not included in this Annual Report.
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The selected historical consolidated and combined financial data presented below should be read in conjunction with Item 7. “Management’s
Discussion and Analysis of Financial Condition and Results of Operations” and our historical Consolidated and Combined Financial Statements and the
accompanying Notes thereto included elsewhere in this Annual Report. For each of the periods presented, our business was wholly owned by Honeywell through
October 29, 2018. The financial information included herein may not necessarily reflect our financial position, results of operations and cash flows in the future or
what our financial position, results of operations and cash flows would have been had we been an independent, publicly traded company during the periods
presented. In addition, for periods prior to our Spin-Off, our historical consolidated and combined financial information does not reflect changes that we have
experienced as a result of our separation from Honeywell, including changes in the financing, operations, cost structure and personnel needs of our business.
Further, the historical consolidated and combined financial information includes allocations of certain Honeywell corporate expenses, as described in Note 5 .
Related Party Transactions with Honeywell of the Notes to Consolidated and Combined Financial Statements. We believe the assumptions and methodologies
underlying the allocation of these expenses are reasonable. However, such expenses may not be indicative of the actual level of expenses that we would have
incurred if we had operated as an independent, publicly traded company or of the costs expected to be incurred in the future.
Years Ended December 31,
2018
2017
2016
(Dollars in millions except share and per share data)

2019
Selected Statement of Operations Information:
Net Revenue
Net income (loss) (1)
Selected Balance Sheet Information at Year-End:
Total assets
Long-term obligations
Total liabilities
Total equity
Earnings (Loss) Per Common Share (1)
Basic:
Diluted:
Weighted Average Common Shares (in thousands) (2)
Basic:
Diluted:
1)
2)

2015

$

4,988
36

$

4,827
405

$

4,519 $
(394)

4,455
177

$

4,154
147

$

5,128
2,032
3,526
1,602

$

4,972
1,950
3,439
1,533

$

4,473
723
1,870
2,603

$

4,294
338
1,420
2,874

$

4,096
335
1,377
2,719

$

0.29
0.29

$

3.31
3.30

$

(3.22) $
(3.22)

1.44
1.44

$

1.20
1.20

122,722
123,238

122,499
122,624

122,499
122,499

122,499
122,499

122,499
122,499

Net income (loss) attributable to Resideo and Earnings (Loss) Per Common Share for 2018 and 2017 were impacted by U.S. Tax Reform; see Note 9. Income
Taxes of Notes to Consolidated and Combined Financial Statements for further details.
On October 29, 2018, the date of consummation of the Spin-Off, 122,498,794 shares of our Common Stock were distributed to Honeywell stockholders of
record as of October 16, 2018. Basic and Diluted Earnings (Loss) Per Common Share for all periods prior to the Spin-Off reflect the number of distributed
shares, or 122,498,794 shares. For the 2018 year to date calculations, these shares are treated as issued and outstanding from January 1, 2015 for purposes of
calculating historical basic earnings per share. No dividends have been paid from October 29, 2018 through December 31, 2019.
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Item 7.

Management’s Discussion and Analysis of Financial Condition and Results of Operations
(Dollars in millions, except per share amounts)

The following Management’s Discussion and Analysis of Financial Condition and Results of Operations is intended to help you understand the results
of operations and financial condition of Resideo Technologies, Inc. and its consolidated subsidiaries (“Resideo” or “the Company”, “we”, “us” or “our”) for the
three years ended December 31, 2019 and should be read in conjunction with the Consolidated and Combined Financial Statements and the notes thereto contained
elsewhere in this Form 10-K.
Overview and Business Trends
We are a leading global provider of products, software solutions and technologies that help homeowners stay connected and in control of their comfort,
security and energy use. We manage our business operations through two segments, Products & Solutions and ADI Global Distribution. Our Products & Solutions
segment consists of solutions in Comfort, Residential Thermal Solutions (“RTS”) and Security categories and includes temperature and humidity control, thermal,
water and air solutions as well as security panels, sensors, peripherals, wire and cable, communications devices, video cameras, awareness solutions, cloud
infrastructure, installation and maintenance tools and related software. Our ADI Global Distribution business is the leading wholesale distributor of low-voltage
electronic and security products which include intrusion and smart home, fire, video surveillance, access control, power, audio and video, Pro AV, networking,
communications, wire and cable, enterprise connectivity and structured wiring.
Our Chief Operating Decision Maker evaluates segment performance based on Segment Adjusted EBITDA. Segment Adjusted EBITDA is defined as
segment net income before income taxes, net interest expense (income), depreciation and amortization plus or minus environmental expense, Honeywell
Reimbursement Agreement expense, stock compensation expense, restructuring charges, other expense, net and other costs not directly relating to future ongoing
business of the segments, such as Spin-Off related costs and consulting fees related to restructuring programs.
We evaluate our results of operations on both an as reported and constant currency basis. The constant currency presentation, which is a non-GAAP
financial measure, excludes the impact of fluctuations in foreign currency exchange rates. We believe providing constant currency information provides valuable
supplemental information regarding our results of operations, thereby facilitating period-over-period comparisons of the Company’s business performance and is
consistent with how management evaluates the Company’s performance. We calculate constant currency percentages by converting both our prior period local
currency financial results and current period local currency financial results at a fixed exchange rate and comparing these adjusted amounts. These metrics should
be considered in addition to, and not as replacements for, the most comparable measure in accordance with accounting principles generally accepted in the United
States of America (“U.S. GAAP”). They should be read in connection with our financial statements presented in accordance with U.S. GAAP.
Our financial performance is influenced by several macro factors such as repair and remodeling activity, residential and non-residential construction,
employment rates, and overall macro environment.
During 2019, the Products & Solutions segment experienced flat revenue compared to 2018, with mixed results in the lines of businesses. Security
maintained strong growth throughout the year, while Comfort and RTS results decelerated in the second half of the year. Segment adjusted EBITDA was impacted
by negative product and channel mix, inventory write-downs, and high product rebates from a contract entered into prior to Spin-Off. The RTS business
experienced a slowdown across large original equipment manufacturers (“OEMs”) customers, which included impacts due to recent regulatory changes. The
Comfort business revenue declines were primarily due to lower thermostat sales.
Our ADI Global Distribution business has been further aided by increasing contractor needs for training and technical expertise and increasing demand
for same-day ordering. Throughout 2019, the ADI Global Distribution business continued its strong performance, achieving constant currency growth across all
regions and expansion in top product lines. ADI Global Distribution accelerated the adoption of digital tools, which is reflected in strong e-commerce growth. ADI
Global Distribution continued to expand its footprint, including recent opening and remodeling of branches in Eastern Europe.
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Current Period Highlights
Net revenues increased $161 million in 2019 compared to 2018, primarily due to increased volume and price partially offset by foreign exchange
translation. Gross profit as a percent of net revenues decreased to 24%, or $176 million, compared to 28% in 2018. The primary drivers to the decrease in gross
profit percentage were a 200 bps impact from sales mix changes, 100 bps impact from material and labor inflation and fixed production costs which include
inventory write-downs, and 100 bps impact from headquarter allocations previously classified in selling, general and administrative expense in the period prior to
the Spin-Off. Net income for 2019 was $36 million compared to $405 million for 2018, which included an income tax benefit of $301 million.
Selling, general and administrative expenses increased by $59 million in 2019 compared to 2018. The increase was driven by Spin-Off related costs,
license fees associated with the Trademark License Agreement, restructuring costs, labor cost inflation, legal expenses and impact of acquisitions totaling $146
million. These increases were partially offset by the impact of headquarter cost allocations previously classified in selling, general and administrative expense in the
period prior to the Spin-Off, foreign currency translation, and miscellaneous cost reductions totaling $87 million.
We ended 2019 with $122 million in cash and cash equivalents. Net cash provided by operating activities was $23 million for the year. At December
31, 2019, accounts receivable were $817 million and inventories were $671 million.
Recent Developments
Operational and Financial Review
On October 22, 2019, we announced the commencement of a comprehensive operational and financial review focused on product cost and gross
margin improvement, and general and administrative expenses simplification. The review is being overseen by the Strategic and Operational Committee of the
board, comprised of independent directors. We have retained industry-recognized experts in supply chain optimization and organizational excellence to assist in the
review.
Basis of Presentation
Prior to becoming an independent publicly traded company (the “Spin-Off”) on October 29, 2018, our historical financial statements were prepared on
a stand-alone combined basis and were derived from the consolidated financial statements and accounting records of Honeywell. Accordingly, for periods prior to
October 29, 2018, our financial statements are presented on a combined basis and for the periods subsequent to October 29, 2018 are presented on a consolidated
basis (collectively, the historical financial statements for all periods presented are referred to as “Consolidated and Combined Financial Statements”). The
Consolidated and Combined Financial Statements have been prepared in accordance with U.S. GAAP. The historical combined financial information prior to the
Spin-Off may not be indicative of our future performance and does not necessarily reflect what our consolidated and combined results of operations, financial
condition and cash flows would have been had we operated as a separate, publicly traded company during the periods presented, particularly because of changes
that we have experienced and may continue to experience as a result of our separation from Honeywell, including changes in the financing, cash management,
operations, cost structure and personnel needs of our Company.
The Combined Financial Statements prior to the Spin-Off include certain assets and liabilities that were held at the Honeywell corporate level but were
specifically identifiable or otherwise attributable to us. Additionally, Honeywell historically provided certain services, such as legal, accounting, information
technology, human resources and other infrastructure support, on our behalf. The costs of these services were allocated to us on the basis of the proportion of net
revenue. Actual costs that would have been incurred if we had been a stand-alone company for the entire period being presented would depend on multiple factors,
including organizational structure and strategic decisions made in various areas, including information technology and infrastructure. Both we and Honeywell
consider the basis on which the expenses were allocated during the period before the Spin-Off to be a reasonable reflection of the utilization of services provided to
or the benefits received by us during the periods presented.
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Since the completion of the Spin-Off, we have incurred and expect to continue to incur expenditures consisting of employee-related costs, costs to start
up certain stand-alone functions and information technology systems and other one-time transaction related costs. Recurring stand-alone costs include establishing
the internal audit, treasury, investor relations, tax and corporate secretary functions as well as the annual expenses associated with running an independent publicly
traded company including listing fees, compensation of non-employee directors, related board of director fees and other fees and expenses related to insurance,
legal and external audit.
Prior to Spin-Off, our environmental expenses for specified Honeywell properties contaminated through historical business operations (“Honeywell
Sites”) now subject to the Honeywell Reimbursement Agreement were reported within other expense, net in our Consolidated and Combined Statement of
Operations, which reflect an estimated liability for resolution of pending and future environmental-related liabilities. Prior to the Spin-Off, this estimated liability
was calculated as if we were responsible for 100% of the environmental-liability payments associated with certain sites. See Environmental Matters and Honeywell
Reimbursement Agreement in Note 19. Commitments and Contingencies of Notes to Consolidated and Combined Financial Statements for additional information.
Components of Operating Results
Our fiscal year ends on December 31. The key elements of our operating results include:
Net Revenue
We manage our global business operations through two reportable segments, Products & Solutions and ADI Global Distribution:
Products & Solutions. We generate the majority of our Products & Solutions net revenue primarily from residential end-markets. Our Products &
Solutions segment includes traditional products, as well as connected products, which we define as any device with the capability to be monitored or controlled
from a remote location by an end-user or service provider. Our products are sold through a network of distributors (e.g. HVAC, Plumbing, Security, Electrical),
OEMs, and service providers such as HVAC contractors, security dealers and plumbers including our ADI Global Distribution business. We also sell some
products via retail and online channels.
ADI Global Distribution. We generate revenue through the distribution of low-voltage electronic and security products that are delivered through a
comprehensive network of professional contractors, distributors and OEMs, as well as major retailers and online merchants. In addition to our own Security
products, ADI Global Distribution distributes products from industry-leading manufacturers, and ADI Global Distribution also carries a line of private label
products. We sell these products to contractors that service non-residential and residential end-users. 13% of ADI Global Distribution’s net revenue is supplied by
our Products & Solutions Segment. Management estimates that in 2019 approximately two-thirds of ADI Global Distribution’s net revenue was attributed to nonresidential end markets and one-third to residential end markets.
Cost of Goods Sold
Products & Solutions: Cost of goods sold includes costs associated with raw materials, assembly, shipping and handling of those products; costs of
personnel-related expenses, including pension benefits, and equipment associated with manufacturing support, logistics and quality assurance; costs of certain
intangible assets; and costs of research and development. Research and development expense consists primarily of support to existing customers with installed base
and enhancements and improvements to existing products, as well as development of new products and product applications.
ADI Global Distribution: Cost of goods sold consists primarily of inventory-related costs and includes labor and personnel-related expenses.
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Selling, General and Administrative Expense
Selling, general and administrative expense includes trademark royalty expenses, sales incentives and commissions, professional fees, legal fees,
promotional and advertising expenses, and personnel-related expenses, including stock compensation expense and pension benefits. In addition, prior to the SpinOff, our selling, general and administrative expense included an allocated portion of general corporate expenses.
Other Expense, Net
Other expense, net consists primarily of Honeywell Reimbursement Agreement expenses (partially offset by certain reductions) for certain
environmental claims related to approximately 230 sites or groups of sites that are undergoing environmental remediation under U.S. federal or state law and
agency oversight for contamination associated with Honeywell historical business operations. Prior to the Spin-Off, other expense, net also included the
environmental expenses related to these same sites. For further information see the “Honeywell Reimbursement Agreement” and “Environmental Matters” sections
of this Management’s Discussion and Analysis of Financial Condition and Results of Operations.
Interest Expense
Interest expense consists of interest on our short and long-term obligations, including our senior notes, term credit facility, and revolving credit facility.
Interest expense on our obligations includes contractual interest, amortization of the debt discount and amortization of deferred financing costs.
Tax Expense
Provision for income taxes includes both domestic and foreign income taxes at the applicable tax rates adjusted for U.S. taxation of foreign earnings
and other non-deductible expenses, research and development tax credits and other permanent differences.
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Results of Operations for the Years Ended December 31, 2019, 2018 and 2017
The following table sets forth our selected consolidated and combined statement of operations for the periods presented:
Consolidated and Combined Statement of Operations
(Dollars in millions except share and per share data)

2019
Net revenue
Cost of goods sold
Gross profit
Selling, general and administrative expenses
Operating profit
Other expense, net
Interest expense
Income before taxes
Tax expense (benefit)
Net income (loss)

$

$

Weighted Average Number of Common Shares Outstanding (in thousands)
Basic
Diluted
Earnings (Loss) Per Share
Basic
Diluted

Years Ended December 31,
2018
4,988
$
4,827
$
3,798
3,461
1,190
1,366
932
873
258
493
118
369
69
20
71
104
35
(301)
36
$
405
$

122,722
123,238
$
$

0.29
0.29

2017
4,519
3,203
1,316
871
445
279
166
560
(394)

122,499
122,624
$
$

3.31
3.30

122,499
122,499
$
$

(3.22)
(3.22)

Net Revenue

2019
Net revenue
% change compared with prior period

$

Years Ended December 31,
2018
4,988
$
4,827
$
3%
7%

2017
4,519

The change in net revenue compared to prior period is attributable to the following:
2019
Volume
Price
Foreign currency translation
% change compared with prior period

2018
3%
2%
(2%)
3%

4%
2%
1%
7%

A discussion of net revenue by segment can be found in the Review of Business Segments section of this Management’s Discussion and Analysis of
Financial Condition and Results of Operations.
Cost of Goods Sold

2019
Cost of goods sold
% change compared with prior period
Gross profit percentage

$

Years Ended December 31,
2018
3,798
$
3,461
$
10%
8%
24%
28%

2017
3,203
29%
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2019 compared with 2018
Cost of goods sold for 2019 was $3,798 million, an increase of $337 million, or 10%, from $3,461 million in 2018. This $337 million increase in cost
of goods sold was primarily driven by higher revenue in the ADI Global Distribution segment, material and labor inflation and increased production costs including
inventory write-downs, changes in sales mix, headquarter allocations previously classified in selling, general and administrative expense in the period prior to the
Spin-Off, restructuring costs and Spin-Off related costs totaling $416 million. The increased costs were partially offset by foreign currency translation and savings
in other miscellaneous costs of goods sold totaling $79 million.
The primary drivers to the decrease in gross profit percentage were a 200 basis points (“bps”) impact from changes in sales mix, 100 bps impact from
material and labor inflation and fixed production costs, and 100 bps impact from headquarter allocations previously classified in selling, general and administrative
expense in the period prior to the Spin-Off.
2018 compared with 2017
Cost of goods sold for 2018 was $3,461 million, an increase of $258 million, or 8%, from $3,203 million in 2017. This increase in cost of goods sold
was primarily driven by higher revenue in both the ADI Global Distribution and Products & Solutions segments, foreign currency translation, material and labor
inflation, and changes in sales mix totaling $258 million.
The decrease in gross profit percentage was primarily driven by a 200 bps impact of net direct material and labor inflation partially offset by 100 bps
impact from higher sales prices.
Selling, General and Administrative Expense

2019
Selling, general and administrative expense
% of revenue

$

Years Ended December 31,
2018
932
$
873
$
19%
18%

2017
871
19%

2019 compared with 2018
Selling, general and administrative expense for 2019 was $932 million, an increase of $59 million, from $873 million in 2018. The increase was driven
by Spin-Off related costs, license fees associated with the Trademark License Agreement, restructuring costs, labor cost inflation, legal expenses, and impact of
acquisitions totaling $146 million. These increases were partially offset by headquarter cost allocation now partially classified in cost of goods sold, foreign
currency translation, and miscellaneous cost reductions totaling $87 million.
2018 compared with 2017
Selling, general and administrative expense for 2018 was $873 million, essentially flat from $871 million in 2017. The increase was driven by the
impact of foreign currency translation totaling $10 million and offset by savings attributed to restructuring actions taken and lower selling costs of $8 million.
Other Expense, Net

2019
Other expense, net

$

Years Ended December 31,
2018
118
$
369
$

2017
279
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2019 compared with 2018
Other expense, net for 2019 was $118 million, a decrease of $251 million from $369 million in 2018. The decrease is mainly due to lower
environmental remediation expense, now subject and presented as Honeywell Reimbursement Agreement expense subsequent to the Spin-Off.
2018 compared with 2017
Other expense, net for 2018 was $369 million, an increase of $90 million from $279 million in 2017. This increase mainly relates to the cost of certain
environmental remediation expense.
Tax Expense (Benefit)

2019
Tax expense (benefit)
Effective tax rate

$

Years Ended December 31,
2018
35
$
(301)
$
48.6%
(289%)

2017
560
337%

2019 compared with 2018
The effective tax rate increased in 2019 compared to 2018. The increase in effective tax rate was primarily attributable to tax benefits generated in
2018 related to the internal restructuring of Resideo’s business in advance of its anticipated Spin-Off, currency impacts on withholding taxes on undistributed
foreign earnings, and adjustments to the provisional tax amount related to U.S. Tax Reform, partially offset by decreases in tax expense related to Global Intangible
Low Taxed Income (“GILTI”) and non-deductible expenses.
Non-deductible expenses had a material impact which increased the current effective tax rate by 31.5% and management estimates non-deductible
expenses will have a material impact on the future effective tax rate.
2018 compared with 2017
The effective tax rate decreased in 2018 compared to 2017. The decrease was primarily due to tax benefits attributable to the internal restructuring of
our business in advance of its anticipated Spin-Off, adjustments to the provisional tax amount related to U.S. Tax Reform, adjustments to income tax reserves,
partially offset by tax expense related to GILTI.
On December 22, 2017, the U.S. enacted H.R.1, formerly known as the Tax Cuts and Jobs Act (“TCJA”), that instituted fundamental changes to the
taxation of multinational corporations. The TCJA includes changes to the taxation of foreign earnings by implementing a dividend exemption system, expansion of
the current anti-deferral rules, a minimum tax on low-taxed foreign earnings and new measures to deter base erosion. The TCJA also imposed a one-time
mandatory transition tax on the historical earnings of foreign affiliates and implemented a territorial-style tax system. Changes to the TCJA provisional charges
recorded upon enactment were the primary driver of the decrease in the effective tax rate in 2018. Non-deductible expenses had a material impact on the current
effective tax rate and management estimates non-deductible expenses will have a material impact on the future effective tax rate.
Review of Business Segments
Products & Solutions

Total revenue
Less: Intersegment revenue
External revenue
Segment Adjusted EBITDA

$

$

2019
2,487
312
2,175
314

$

$

2018
2,474
305
2,169
460

% Change

$
0%
(32)% $

2017
2,379
337
2,042
409

% Change

6%
12%
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2019 vs. 2018
Segment
Adjusted
Revenue
EBITDA
(%)
(%)
2%
(29)%
0%
(1)%
(2)%
(2)%
0%
(32)%

Factors Contributing to Period-Over-Period Change
Constant currency growth (decline)
Acquisitions
Foreign currency translation
Total % change

2018 vs. 2017
Segment
Adjusted
Revenue
EBITDA
(%)
(%)
5%
0%
1%
6%

10%
0%
2%
12%

2019 compared with 2018
Products & Solutions revenue remained flat driven primarily by the Security business and the first quarter launch of a new residential intrusion security
platform, offset by softness in Comfort and RTS product lines. Segment Adjusted EBITDA declined from $460 million to $314 million, or 32%. Segment Adjusted
EBITDA was negatively impacted by $181 million from unfavorable product and channel mix, inventory variances, production cost increases including inventory
write-downs, high product rebates from a contract entered into prior to the Spin-Off, license fee paid to Honeywell associated with the Trademark License
Agreement, and impact of acquisitions. These negative impacts were partially offset by $35 million of profit from increased selling prices, material productivity,
and miscellaneous cost reductions.
2018 compared with 2017
Products & Solutions revenue increased by 6% primarily due to an increase in external sales volume and higher prices in the Comfort and RTS product
lines, and the impact of favorable currency translation. Segment Adjusted EBITDA increased from $409 million to $460 million, or 12%. Segment Adjusted
EBITDA was positively impacted $72 million by volume growth, higher prices, and favorable currency translation. These positive impacts were partially offset by
$21 million of inflation net of productivity and adverse product mix.
ADI Global Distribution

External revenue
Segment Adjusted EBITDA

Factors Contributing to Period-Over-Period Change
Constant currency growth
Foreign currency translation
Total % change

$
$

2019
2,813
188

$
$

2018
2,658
164

% Change

2019 vs. 2018
Segment
Adjusted
Revenue
EBITDA
(%)
(%)
7%
16%
(1)%
(1)%
6%
15%

6% $
15% $

2017
2,477
143

% Change

7%
15%

2018 vs. 2017
Segment
Adjusted
Revenue
EBITDA
(%)
(%)
6%
15%
1%
0%
7%
15%
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2019 compared with 2018
ADI Global Distribution revenue increased 6% on a reported basis, and 7% on a constant currency basis. ADI Global Distribution segment constant
currency performance was driven by increased sales volume growth across all regions. Segment Adjusted EBITDA increased from $164 million to $188 million, or
15%. This increase was due to increased volume and productivity, net of inflation which was partially offset by unfavorable foreign exchange rates.
2018 compared with 2017
ADI Global Distribution revenue increased by 7% primarily due to volume growth across all of our key geographic markets. Segment Adjusted
EBITDA increased from $143 million to $164 million, or by 15%. This increase was due to increased volume, and productivity, net of inflation.
Restructuring Charges
During the second quarter of 2019, management began a restructuring plan to reduce operating costs and better align our workforce with the needs of
the business going forward. These restructuring actions generated incremental pre-tax savings of $15 million in 2019 compared with 2018 principally from planned
workforce reductions. Cash spending related to our restructuring actions was $31 million for the year ended December 31, 2019 and was funded through operating
cash flows.
Net restructuring and related expenses were $37 million, $5 million and $23 million for December 31, 2019, 2018 and 2017, respectively, primarily
related to severance.
For further discussion of restructuring activities, refer to Note 7. Restructuring Charges of Notes to Consolidated and Combined Financial Statements.
Capital Resources and Liquidity
Our liquidity is primarily dependent on our ability to continue to generate positive cash flows from operations. Additional liquidity may also be
provided through access to the financial capital markets and a committed global credit facility. The following is a summary of our liquidity position:
•
As of December 31, 2019, total cash and cash equivalents were $122 million, of which 74% were held by foreign subsidiaries. At December 31, 2019,
there were no borrowings and no letters of credit issued under our $350 million Credit Facility.
•
Historically, we have delivered positive cash flows from operations. Operating cash flows from continuing operations were $23 million, $462 million
and $37 million for the three years ended December 31, 2019, 2018 and 2017, respectively.
Liquidity
Our future capital requirements will depend on many factors, including the rate of sales growth, market acceptance of our products, the timing and
extent of research and development projects, potential acquisitions of companies or technologies and the expansion of our sales and marketing activities. We
believe our existing cash, cash equivalents and credit under our credit facilities are sufficient to meet our capital requirements through at least the next 12 months,
although we could be required, or could elect, to seek additional funding prior to that time. We may enter into acquisitions or strategic arrangements in the future
which also could require us to seek additional equity or debt financing.
Credit Agreement
On October 25, 2018, we entered into a credit agreement (the “Credit Agreement”), which provides for (i) a seven-year senior secured first-lien term B
loan facility in an aggregate principal amount of $475 million (the “Term B Facility”); (ii) a five-year senior secured first-lien term A loan facility in an aggregate
principal amount of $350 million (the “Term A Facility” and, together with the Term B Facility, the “Term Loans or “Term Loan Facilities”); and (iii) a five-year
senior secured first-lien revolving credit facility in an aggregate principal amount of $350 million (the “Revolving Credit Facility” and, together with the Term
Loan Facilities, the “Senior Credit Facilities”).
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We incurred indebtedness under the Term Loan Facilities in an aggregate principal amount of approximately $825 million on October 25, 2018, and relied on the
Revolving Credit Facility to support working capital needs during the remainder of 2018. As of December 31, 2019, there were no borrowings and no Letters of
Credit outstanding under the Revolving Credit Facility.
We are obligated to make quarterly principal payments throughout the term of the Term Loan Facilities according to the amortization provisions in the
Credit Agreement. During 2019 we made payments of $22 million. In addition to paying interest on outstanding borrowings under the Revolving Credit Facility,
we are required to pay a quarterly commitment fee based on the unused portion of the Revolving Credit Facility. Borrowings under the Credit Agreement can be
prepaid at our option without premium or penalty other than a 1.00% prepayment premium that may be payable in connection with certain repricing transactions
within a certain period of time after the closing date. Up to $75 million may be utilized under the Revolving Credit Facility for the issuance of letters of credit to the
Company or any of our subsidiaries. Letters of credit are available for issuance under the Credit Agreement on terms and conditions customary for financings of
this kind, which issuances will reduce the available funds under the Revolving Credit Facility.
The Senior Credit Facilities are subject to an interest rate and interest period which we will elect. If we choose to make a base rate borrowing on an
overnight basis, the interest rate will be based on the highest of (1) the rate of interest last quoted by The Wall Street Journal as the “prime rate” in the United
States, (2) the greater of the federal funds effective rate and the overnight bank funding rate, plus 0.5% and (3) the one month adjusted LIBOR rate, plus 1.00% per
annum. If we choose to make a LIBOR borrowing on a one, two, three or six-month basis, the interest rate will be based on an adjusted LIBOR rate (which shall
not be less than zero) based on the interest period for the borrowing. The applicable margin for the Term B Facility is currently 2.25% per annum (for LIBOR
loans) and 1.25% per annum (for base rate loans). The applicable margin for each of the Term A Facility and the Revolving Credit Facility varies from 2.25% per
annum to 1.75% per annum (for LIBOR loans) and 1.25% to 0.75% per annum (for base rate loans) based on our leverage ratio. Accordingly, the interest rates for
the Senior Credit Facilities will fluctuate during the term of the Credit Agreement based on changes in the base rate, LIBOR or future changes in our leverage ratio.
Interest payments with respect to the borrowings are required either on a quarterly basis (for base rate loans) or at the end of each interest period (for LIBOR loans)
or, if the duration of the applicable interest period exceeds three months, then every three months.
The Credit Agreement contains certain affirmative and negative covenants customary for financings of this type that, among other things, limit our and
our subsidiaries’ ability to incur additional indebtedness or liens, to dispose of assets, to make certain fundamental changes, enter into restrictive agreements, to
make certain investments, loans, advances, guarantees and acquisitions, to prepay certain indebtedness and to pay dividends, to make other distributions or
redemptions/repurchases, in respect of our and our subsidiaries’ equity interests, to engage in transactions with affiliates or amend certain material documents. In
addition, the Credit Agreement also contains financial maintenance and coverage covenants. The Credit Agreement contains customary events of default, including
with respect to a failure to make payments under the Senior Credit Facilities, cross-default, certain bankruptcy and insolvency events and customary change of
control events.
All obligations under the Senior Credit Facilities are or will be unconditionally guaranteed jointly and severally, by: (a) our Company and (b)
substantially all of the direct and indirect wholly owned subsidiaries of our Company that are organized under the laws of the United States, any state thereof or the
District of Columbia (collectively, the “Guarantors”). The Guarantors entered into a guarantee under the Credit Agreement concurrently with the effectiveness of
the Credit Agreement. Subject to certain limitations, the Senior Credit Facilities are or will be secured on a first priority basis by: (x) a perfected security interest in
the equity interests of each direct subsidiary of the Company and each Guarantor under the Senior Credit Facilities (subject to certain customary exceptions) and (y)
perfected, security interests in, and mortgages on, substantially all tangible and intangible personal property and material real property of the Company and each of
the Guarantors under the Senior Credit Facilities, subject, in each case, to certain exceptions. The Company and the Guarantors entered into security documents
concurrently with effectiveness of the Credit Agreement.
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In 2018, we incurred approximately $16 million in debt issuance costs related to the Term Loans and $5 million in costs related to the Revolving Credit
Facility. The debt issuance costs associated with the Term Loans were recorded as a reduction of the principal balance of the debt, and the Revolving Credit Facility
costs were capitalized in Other assets. The issuance costs are being amortized through Interest expense for the duration of each respective debt facility.
On November 26, 2019, the Company entered into a First Amendment to the Credit Agreement (the “Credit Agreement Amendment”). The Credit
Agreement Amendment amended the Credit Agreement to, among other things: (i) increase the levels of the maximum consolidated total leverage ratio under the
Credit Agreement, to not greater than 5.25 to 1.00 for the quarter ended December 31, 2019, with step-downs to 4.75 to 1.00 starting in the quarter ending
December 31, 2020, 4.25 to 1.00 starting in the quarter ending December 31, 2021, and 3.75 to 1.00 starting in the quarter ending December 31, 2022; (ii) increase
each applicable interest rate margin on loans outstanding after the first amendment effective date by 25 basis points per annum, to 2.25% per annum (for LIBOR
loans) and 1.25% per annum (for alternate base rate “ABR” loans) in respect of the Term B Loan Facility, and based on our leverage ratio, from 2.25% per annum
to 1.75% per annum (for LIBOR loans) and 1.25% to 0.75% per annum (for ABR loans) for the Term A Loan Facility and the Revolving Credit Facility; and (iii)
modify the defined terms “Consolidated EBITDA” and “Pro Forma Basis” set forth in the Credit Agreement. In connection with the Credit Agreement
Amendment, the Company incurred costs of approximately $4 million. The Term Loan costs were recorded as a reduction of the principal balance of the debt and
the Revolving Credit Facility costs were capitalized in Other assets.
Senior Notes
In October of 2018, we issued $400 million in principal amount of 6.125% senior unsecured notes due in 2026 (the "Senior Notes"). The Senior Notes
guarantees are unsecured senior debt obligations of the Senior Notes guarantors. The net proceeds from the borrowings under the Senior Credit Facilities and the
offering of the Senior Notes were used as part of financing the Spin-Off.
In 2018, we incurred approximately $8 million in debt issuance costs related to the Senior Notes. The debt issuance costs associated with the Senior
Notes are recorded as a reduction of the principal balance of the debt.
The interest expense for the Senior Notes and Credit Agreement during the year ended December 31, 2019 and 2018 was $69 million and $13 million,
respectively, which includes the amortization of debt issuance cost and debt discounts.
Honeywell Reimbursement Agreement
In connection with the Spin-Off, we entered into the Honeywell Reimbursement Agreement, pursuant to which we have an obligation to make cash
payments to Honeywell International Inc. (“Honeywell”) in amounts equal to 90% of payments, which include amounts billed (“payments”), with respect to certain
environmental claims, remediation and, following the Spin-Off, hazardous exposure or toxic tort claims, in each case including consequential damages (the
“liabilities”) in respect of the Honeywell Sites, including the legal and other costs of defending and resolving such liabilities, less 90% of Honeywell’s net insurance
receipts relating to such liabilities, and less 90% of the net proceeds received by Honeywell in connection with (i) affirmative claims relating to such liabilities, (ii)
contributions by other parties relating to such liabilities and (iii) certain property sales (the “recoveries”). The amount payable by us in respect of such liabilities
arising in any given year is subject to a cap of $140 million (exclusive of any late payment fees up to 5% per annum). Payments in respect of the liabilities arising
in a given year will be made quarterly throughout such year on the basis of an estimate of the liabilities and recoveries provided by Honeywell. Following the end
of any such year, Honeywell will provide us with a calculation of the amount of payments and the recoveries actually received. Subject to the aforementioned cap,
if the amount of payments (net of recoveries) is greater than the previously provided estimate, we will pay Honeywell the amount of such difference (the “true-up
payment”) and, if the amount of the previously provided estimate is greater than the amount of payments (net of recoveries), we will receive a credit in the amount
of such difference that will be applied to future payments. If a true-up payment exceeds $30 million, such true-up payment will be made in equal installments,
payable on a monthly basis following the date the true-up payment is due.
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In addition to the sites under the Honeywell Reimbursement Agreement, we have environmental expense related to sites owned and operated by
Resideo (“Resideo Sites”). Prior to the Spin-Off, both of these expenses were combined and were presented as environmental expense. Expenses for environmental
matters deemed probable and reasonably estimable were $323 million for the period from January 1, 2018 through October 29, 2018 and $282 million in 2017.
Subsequent to the Spin-Off, environmental expense was $2 million for 2019 and $17 million for the period October 30, 2018 through December 31,
2018 and Honeywell Reimbursement Agreement expense was $108 million for 2019 and $49 million for the period October 30, 2018 through December 31, 2018.
See Note 19. Commitments and Contingencies of Notes to Consolidated and Combined Financial Statements for further discussion.
Cash Flow Summary for the Years Ended December 31, 2019, 2018 and 2017
Our cash flows from operating, investing and financing activities for the years ended December 31, 2019, 2018 and 2017, as reflected in the audited
Consolidated and Combined Financial Statements are summarized as follows:

2019
Cash provided by (used for):
Operating activities
Investing activities
Financing activities
Effect of exchange rate changes on cash
Net (decrease) increase in cash and cash equivalents

$

$

Years Ended December 31,
2018
23
(112)
(53)
(1)
(143)

$

$

462
(74)
(167)
(12)
209

$

$

2017
37
(51)
21
2
9

2019 compared with 2018
Cash provided by operating activities for 2019 decreased by $439 million, due to lower net income of $369 million and a decrease in accounts payable
and accruals, which includes the Honeywell Reimbursement Agreement liability of $553 million, offset by a favorable change in $298 million in deferred taxes and
a $197 million reduction in inventory and accounts receivable.
Cash used for investing activities for 2019 increased by $38 million, primarily due to an increase of $17 million cash paid for acquisitions, an increase
of $14 million cash paid for capital expenditures, and a decrease of $7 million in proceeds received related to amounts due from related parties.
Cash used for financing activities for 2019 decreased by $114 million. The decrease in usage was primarily due to the Spin-Off. Cash used for 2019
primarily consisted of $22 million of repayment of long-term debt and $24 million of non-operating obligations from Honeywell, net. Cash used for financing
activities in 2018 primarily consisted of a $1.4 billion distribution to Honeywell in connection with the Spin-Off partially offset by $1.2 billion in proceeds received
on long-term debt.
2018 compared with 2017
Cash provided by operating activities for 2018 increased by $425 million, primarily due to higher payments for income taxes of approximately $233
million in 2017 due to expenses related to U.S. Tax Reform. Cash from operating activities also increased due to a decrease in net working capital driven primarily
by an increase in accounts payable due to timing of payments under our Transition Services Agreement (“TSA”) with Honeywell, partially offset by an increase in
inventory related to new product lines and increased sales.
Cash used for investing activities increased by $23 million, primarily due to an increase in expenditures on property, plant and equipment and software
related to becoming an independent company.
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Cash used for financing activities increased by $188 million. The increase in usage was primarily due to a $1.4 billion distribution to Honeywell in
connection with Spin-Off partially offset by $1.2 billion in proceeds received on long-term debt.
Contractual Obligations and Probable Liability Payments
Following is a summary of our significant contractual obligations and probable liability payments at December 31, 2019:

Total (1)
Long-term debt (2)
Interest payments on long-term debt (3)
Honeywell Reimbursement Agreement payments (4)
Estimated environmental liability payments (5)
Minimum operating lease payments
Purchase obligations (6)

$

$
1)
2)
3)
4)

5)
6)

1,203
335
585
22
166
554
2,865

$

$

Payments by Period
20212020
2022
(Dollars in millions)
22 $
97 $
60
114
140
280
3
3
38
64
286
260
549 $
818 $

20232024

Thereafter
237
96
165
3
34
8
543

$

$

847
65
13
30
955

The table excludes tax liability payments, including those for unrecognized tax benefits. See Note 9. Income Taxes of Notes to Consolidated and Combined
Financial Statements.
Assumes all long-term debt is outstanding until scheduled maturity.
Interest payments are estimated based on the interest rate applicable as of December 31, 2019.
In connection with the Spin-Off, we entered into the Honeywell Reimbursement Agreement with Honeywell. As of December 31, 2019, $585 million was
deemed probable and reasonably estimable, however, it is possible we could pay $140 million per year (exclusive of any late payment fees up to 5% per
annum) until the earlier of: (1) December 31, 2043; or (2) December 31 of the third consecutive year during which the annual reimbursement obligation
(including in respect of deferred payment amounts) has been less than $25 million. For further discussion on the Honeywell Reimbursement Agreement refer
to Note 19. Commitments and Contingencies of Notes to Consolidated and Combined Financial Statements.
Represents estimated environmental liability payments for sites which we own and are directly responsible for.
Purchase obligations are entered into with various vendors in the normal course of business and are consistent with our expected requirements.

Capital Expenditures
We believe our capital spending in recent years has been sufficient to maintain efficient production capacity, to implement important product and
process redesigns and to expand capacity to meet increased demand. Productivity projects have freed up capacity in our manufacturing facilities and are expected to
continue to do so. We expect to continue investing to expand and modernize our existing facilities and to create capacity for new product development. Capital
expenditures for 2020 are expected to be $70 million to $80 million excluding any potential capital expenditures related to the operational and financial review.

Off-Balance Sheet Arrangements
We do not engage in any off-balance sheet financial arrangements that have or are reasonably likely to have a material current or future effect on our
financial condition, changes in financial condition, net revenue or expenses, results of operations, liquidity, capital expenditures or capital resources.
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Critical Accounting Policies
The preparation of our Consolidated and Combined Financial Statements in accordance with generally accepted accounting principles is based on the
selection and application of accounting policies that require us to make significant estimates and assumptions about the effects of matters that are inherently
uncertain. We consider the accounting policies discussed below to be critical to the understanding of our Consolidated and Combined Financial Statements. Actual
results could differ from our estimates and assumptions, and any such differences could be material to our Consolidated and Combined Financial Statements.
Revenue — Product and service revenues are recognized when or as the Company transfers control of the promised products or services to the
customer, in an amount the Company expects to receive in exchange for transferring goods or providing services. Each distinct performance obligation within a
contract is identified, and a contract’s transaction price is then allocated to each distinct performance obligation and recognized as revenue when, or as, the
performance obligation is satisfied.
In the sale of products, the terms of a contract or the historical business practice can give rise to variable consideration due to, but not limited to,
discounts, bonuses, and the right of return. The Company estimates variable consideration at the most likely amount that will be received from customers and
reduces revenues recognized accordingly. The Company includes estimated amounts in the transaction price to the extent it is probable that a significant reversal of
cumulative revenue recognized will not occur when the uncertainty associated with the variable consideration is resolved. The estimates of variable consideration
and determination of whether to include estimated amounts in the transaction price are based largely on an assessment of our anticipated performance and all
information (historical, current and forecasted) that is reasonably available to the Company.
Environmental — We accrue costs related to environmental matters for our Resideo Sites for which we are directly responsible when it is probable
that we have incurred a liability related to a contaminated site and the amount can be reasonably estimated. Environmental-related expenses are for our owned sites
presented within Cost of goods sold for operating sites in the Consolidated and Combined Statement of Operations. Prior to the Spin-Off, Honeywell Sites now
under the Honeywell Reimbursement Agreement were presented within Other expense. For additional information, see Note 19. Commitments and Contingencies
of Notes to Consolidated and Combined Financial Statements included herein for additional detail.
Honeywell Reimbursement Agreement — In connection with the Spin-Off, we entered into the Honeywell Reimbursement Agreement, pursuant to
which we have an obligation to make cash payments to Honeywell in amounts equal to 90% of payments, which include amounts billed, with respect to certain
environmental claims, remediation and, to the extent arising after the Spin-Off, hazardous exposure or toxic tort claims, in each case, including consequential
damages (the “liabilities”) in respect of the Honeywell Sites, including the legal and other costs of defending and resolving such liabilities, less 90% of Honeywell’s
net insurance receipts relating to such liabilities, and less 90% of the net proceeds received by Honeywell in connection with (i) affirmative claims relating to such
liabilities, (ii) contributions by other parties relating to such liabilities and (iii) certain property sales. The amount payable by us in respect of such liabilities arising
in any given year is subject to a cap of $140 million (exclusive of any late payment fees up to 5% per annum).
Through the Honeywell Reimbursement Agreement, we are subject to a number of environmental claims, remediation and, to the extent arising after
the Spin-Off, hazardous exposure or toxic tort claims. We continually assess the likelihood of any adverse judgments or outcomes related to the Honeywell
Reimbursement Agreement, as well as potential amounts or ranges of probable losses, and recognize a liability, if any, for these contingencies based on a thorough
analysis of each matter with the assistance of outside legal counsel and Honeywell, and, if applicable, other experts. Such analysis includes making judgments
concerning matters such as the costs associated with environmental matters, the outcome of negotiations, the number and cost of pending and future claims related
to the sites covered by the Honeywell Reimbursement Agreement, and the impact of evidentiary requirements. Because most contingencies are resolved over long
periods of time, we do not currently possess sufficient information to reasonably estimate the amounts of the Honeywell Reimbursement Agreement liabilities to be
recorded upon future completion of studies, litigations or settlements, and neither the timing nor the amount of the ultimate costs associated with environmental
matters can be determined. Expenses related to the indemnification are presented within Other expense, net in the Consolidated and Combined Statement of
Operations. See Note 19. Commitments and Contingencies of Notes to Consolidated and Combined Financial Statements for a discussion of management’s
judgment applied in the recognition and measurement of our environmental liabilities.
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Goodwill — We perform goodwill impairment testing annually on October 1st of each year or more frequently if indicators of potential impairment
exist. The goodwill impairment test is performed at the reporting unit level. We have two reporting units, Products & Solutions and ADI Global Distribution. In
determining if goodwill is impaired, we compare the fair value of a reporting unit with its carrying amount and recognize an impairment charge for the amount by
which the carrying amount exceeds the reporting unit’s fair value provided the loss recognized does not exceed the total amount of goodwill allocated to that
reporting unit.
For the 2019 annual impairment test, we determined the fair value of each reporting unit using a weighting of fair values derived from the income
approach and the market approach. Under the income approach, we calculate the fair value of a reporting unit based on the present value of estimated future cash
flows. Cash flow projections are based on management’s estimates of operating results, taking into consideration industry and market conditions. The discount rate
used is based on the weighted-average cost of capital adjusted for the relevant risk associated with business-specific characteristics and the uncertainty related to the
business’s ability to execute on the projected cash flows. The terminal value is estimated using a constant growth method which requires an assumption about the
expected long-term growth rate. The estimates are based on historical data and experience, industry projections, economic conditions, and management’s
expectations. Under the market approach, we estimate the fair value based on market multiples of cash flow and earnings derived from comparable publicly traded
companies with similar operating and investment characteristics as the reporting unit and considering a reasonable control premium. Due to the inherent uncertainty
involved in making these estimates, actual results could differ from those estimates.
We believe the estimates and assumptions used in the calculations are reasonable. However, if there was an adverse change in the facts and
circumstances, then an impairment charge may be necessary in the future. Specifically, the fair value of our Products & Solutions reporting unit, with goodwill of
approximately $2,004 million, exceeded its carrying value by 10% and therefore is highly sensitive to adverse changes in the facts and circumstances that could
result in a possible future impairment. Should the fair value of the Company’s reporting units fall below its carrying amount because of reduced operating
performance, market declines, changes in the discount rate, or other conditions, charges for impairment may be necessary. The Company monitors its reporting
units to determine if there is an indicator of potential impairment.
Income Taxes — Our provision for income tax expense is based on our income, the statutory tax rates and other provisions of the tax laws applicable
to us in each of the various jurisdictions in which we conduct business. These laws are complex, and their application to our facts is at times open to interpretation.
The process of determining our consolidated and combined income tax expense includes significant judgments and estimates, including judgments regarding the
interpretation of those laws. Our provision for income taxes and our deferred tax assets and liabilities incorporate those judgments and estimates and reflect
management’s best estimate of current and future income taxes to be paid.
Deferred tax assets and liabilities relate to temporary differences between the financial reporting and income tax bases of our assets and liabilities, as
well as the impact of tax loss carryforwards or carrybacks. Deferred income tax expense or benefit represents the expected increase or decrease to future tax
payments as these temporary differences reverse over time. Deferred tax assets are specific to the jurisdiction in which they arise and are recognized subject to
management’s judgment that realization of those assets is “more likely than not.” In making decisions regarding our ability to realize tax assets, we evaluate all
positive and negative evidence, including projected future taxable income, taxable income in carryback periods, expected reversal of deferred tax liabilities, and the
implementation of available tax planning strategies.
Significant judgment is required in evaluating tax positions. We establish additional reserves for income taxes when, despite the belief that tax
positions are fully supportable, there remain certain positions that do not meet the minimum recognition threshold. The approach for evaluating certain and
uncertain tax positions is defined by the authoritative guidance which determines when a tax position is more likely than not to be sustained upon examination by
the applicable taxing authority. In the normal course of business, we are examined by various federal, state and foreign tax authorities. We regularly assess the
potential outcomes of these examinations and any future examinations for the current or prior years in determining the adequacy of our provision for income taxes.
We continually assess the likelihood and amount of potential adjustments and adjust the income tax provision, the current tax liability and deferred taxes in the
period in which the facts that give rise to a change in estimate become known.
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Pension — We have defined benefit plans covering certain employees. The benefits are accrued over the employees’ service periods. We use actuarial
methods and assumptions in the valuation of defined benefit obligations and the determination of net periodic pension income or expense. Differences between
actual and expected results or changes in the value of defined benefit obligations and plan assets, if any, are not recognized in earnings as they occur but rather
systematically over subsequent periods when net actuarial gains or losses are in excess of 10% of the greater of the fair value of plan assets or the plan’s projected
benefit obligation.
A 25 basis point increase in the discount rate would result in a decrease of approximately $6.4 million to the net periodic benefit cost for 2019, while a
25 basis point decrease in the discount rate would result in an increase of approximately $7.9 million. The resulting impact on the pension benefit obligation would
be a decrease of $18.7 million and an increase of $20.6 million, respectively.
Other Matters
Litigation, Environmental Matters and the Honeywell Reimbursement Agreement
See Note 19. Commitments and Contingencies of Notes to Consolidated and Combined Financial Statements for a discussion of environmental and
other litigation matters.
Recent Accounting Pronouncements
See Note 2. Summary of Significant Accounting Policies of Notes to Consolidated and Combined Financial Statements for a discussion of recent
accounting pronouncements.
Item 7A.

Quantitative and Qualitative Disclosures About Market Risk

We are exposed to market risk from foreign currency exchange rates and interest rates, which could affect operating results, financial position and cash
flows. We manage our exposure to these market risks through our regular operating and financing activities and, when appropriate, through the use of derivative
financial instruments.
Interest Rate Risk
As of December 31, 2019, $803 million of our total debt of $1,203 million carried variable interest rates, including the effect of pay variable interest
rate swaps, if any. The fair market values of our fixed-rate financial instruments are sensitive to changes in interest rates. At December 31, 2019, an increase or
decrease of 100 basis points on our Term Loans would have approximately an $8 million impact on our annual interest expense on long-term debt.
Foreign Currency Exchange Rate Risk
We are exposed to market risks from changes in currency exchange rates. While we primarily transact with customers in the U.S. Dollar, we also
transact in foreign currencies, primarily including the Euro, British Pound, Canadian Dollar, and Czech Koruna. These exposures may impact total assets, liabilities,
future earnings and/or operating cash flows. Our exposure to market risk for changes in foreign currency exchange rates arises from transactions arising from
international trade, foreign currency denominated monetary assets and liabilities, and international financing activities between subsidiaries. We rely primarily on
natural offsets to address our exposures and may supplement this approach from time to time by entering into forward and option hedging contracts. As of
December 31, 2019, we have no outstanding hedging arrangements.
Commodity Price Risk
While we are exposed to commodity price risk, we attempt to pass through significant changes in component and raw material costs to our customers
based on the contractual terms of our arrangements. In limited situations, we may not be fully compensated for such changes in costs.
Item 8.

Financial Statements and Supplementary Data
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Shareholders and the Board of Directors of Resideo Technologies, Inc.
Opinion on Internal Control over Financial Reporting
We have audited the internal control over financial reporting of Resideo Technologies, Inc. (the “Company”) as of December 31, 2019, based on criteria
established in Internal Control — Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO). In
our opinion, the Company maintained, in all material respects, effective internal control over financial reporting as of December 31, 2019, based on criteria
established in Internal Control — Integrated Framework (2013) issued by COSO.
We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States) (PCAOB), the consolidated financial
statements as of and for the year ended December 31, 2019, of the Company and our report dated February 27, 2020, expressed an unqualified opinion on those
consolidated financial statements and included explanatory paragraphs relating to expense allocations for certain corporate functions historically provided by
Honeywell International, Inc. and the Company's adoption of Accounting Standards Update No. 2016-02, Leases (Topic 842).
Basis for Opinion
The Company’s management is responsible for maintaining effective internal control over financial reporting and for its assessment of the effectiveness of internal
control over financial reporting, included in the accompanying Management's Report on Internal Control over Financial Reporting. Our responsibility is to express
an opinion on the Company’s internal control over financial reporting based on our audit. We are a public accounting firm registered with the PCAOB and are
required to be independent with respect to the Company in accordance with the U.S. federal securities laws and the applicable rules and regulations of the Securities
and Exchange Commission and the PCAOB.
We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether effective internal control over financial reporting was maintained in all material respects. Our audit included obtaining an understanding of internal
control over financial reporting, assessing the risk that a material weakness exists, testing and evaluating the design and operating effectiveness of internal control
based on the assessed risk, and performing such other procedures as we considered necessary in the circumstances. We believe that our audit provides a reasonable
basis for our opinion.
Definition and Limitations of Internal Control over Financial Reporting
A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with accounting principles generally accepted in the United States of America. A company’s
internal control over financial reporting includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately
and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable assurance that transactions are recorded as necessary to
permit preparation of financial statements in accordance with generally accepted accounting principles, and that receipts and expenditures of the company are being
made only in accordance with authorizations of management and directors of the company; and (3) provide reasonable assurance regarding prevention or timely
detection of unauthorized acquisition, use, or disposition of the company’s assets that could have a material effect on the financial statements.
Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become
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inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.
/s/ Deloitte & Touche LLP
Minneapolis Minnesota
February 27, 2020
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the shareholders and the Board of Directors of Resideo Technologies, Inc.
Opinion on the Financial Statements
We have audited the accompanying consolidated balance sheets of Resideo Technologies, Inc. (the "Company") as of December 31, 2019 and 2018, the related
consolidated and combined statements of operations, comprehensive income (loss), cash flows, and equity, for each of the three years in the period ended
December 31, 2019, and the related notes (collectively referred to as the "financial statements"). In our opinion, the financial statements present fairly, in all
material respects, the financial position of the Company as of December 31, 2019 and 2018, and the results of its operations and its cash flows for each of the three
years in the period ended December 31, 2019, in conformity with accounting principles generally accepted in the United States of America.
We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States) (PCAOB), the Company's internal
control over financial reporting as of December 31, 2019, based on criteria established in Internal Control — Integrated Framework (2013) issued by the
Committee of Sponsoring Organizations of the Treadway Commission and our report dated February 27, 2020, expressed an unqualified opinion on the Company's
internal control over financial reporting.
Emphasis of a Matter
As described in Note 1 to the financial statements, prior to the Spin-Off, the accompanying financial statements were derived from the separate records maintained
by Honeywell International, Inc. ("Honeywell"). The financial statements also include expense allocations for certain corporate functions historically provided by
Honeywell. These allocations may not be reflective of the actual expense that would have been incurred had the Company operated as a separate entity apart from
Honeywell. A summary of transactions with related parties is included in Note 5 to the financial statements.
Change in Accounting Principle
As discussed in Note 2 to the financial statements, the Company adopted ASU No. 2016-02, Leases (Topic 842), effective January 1, 2019, and applied the changes
prospectively as of the adoption date.
Basis for Opinion
These financial statements are the responsibility of the Company's management. Our responsibility is to express an opinion on the Company's financial statements
based on our audits. We are a public accounting firm registered with the PCAOB and are required to be independent with respect to the Company in accordance
with the U.S. federal securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.
We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and perform the audits to obtain reasonable
assurance about whether the financial statements are free of material misstatement, whether due to error or fraud. Our audits included performing procedures to
assess the risks of material misstatement of the financial statements, whether due to error or fraud, and performing procedures that respond to those risks. Such
procedures included examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements. Our audits also included evaluating the
accounting principles used and significant estimates made by management, as well as evaluating the overall presentation of the financial statements. We believe
that our audits provide a reasonable basis for our opinion.

62

Critical Audit Matters
The critical audit matters communicated below are matters arising from the current-period audit of the financial statements that were communicated or required to
be communicated to the audit committee and that (1) relate to accounts or disclosures that are material to the financial statements and (2) involved our especially
challenging, subjective, or complex judgments. The communication of critical audit matters does not alter in any way our opinion on the financial statements, taken
as a whole, and we are not, by communicating the critical audit matters below, providing separate opinions on the critical audit matters or on the accounts or
disclosures to which they relate.
Honeywell Reimbursement Agreement — Refer to Note 19 to the financial statements
Critical Audit Matter Description
In connection with the Spin-Off, the Company entered into the Honeywell Reimbursement Agreement (the “Reimbursement Agreement”), pursuant to which the
Company has an obligation to make cash payments to Honeywell with respect to certain environmental claims associated with specified properties contaminated
through historical business operations. The Company’s obligation is equal to 90% of payments for certain Honeywell environmental liability payments, less 90% of
Honeywell's net insurance receipts plus certain other recoveries relating to such liabilities, as defined by the Reimbursement Agreement. The amount payable by the
Company under this agreement is subject to an annual limit of $140 million.
The Company records its obligation under the Reimbursement Agreement based on the underlying environmental remediation liabilities of Honeywell which are
recorded when a remediation liability is determined to be probable and the related costs can be reasonably estimated. The determination of the amount of future
costs associated with environmental remediation requires judgments and estimates by management. Furthermore, information the Company uses to evaluate the
estimates is obtained from Honeywell under the terms of the Reimbursement Agreement.
Given the subjectivity in estimating the remediation costs for environmental matters and judgments made by management related to those estimates, performing
audit procedures to evaluate the reasonableness of management’s estimates and assumptions, requires a high degree of auditor judgment.
How the Critical Audit Matter Was Addressed in the Audit
Our audit procedures related to the Company’s obligation under the Reimbursement Agreement and evaluation of the Company’s evidence supporting its estimates
included the following, among others:
•

We tested the effectiveness of controls related to remediation costs for environmental matters, including management’s controls over the recording of and
changes to the liability for the Company’s obligations under the Reimbursement Agreement.

•

We read the Reimbursement Agreement and evaluated the Company’s compliance with it to the extent it has the potential to affect the Company’s related
liability.

•

We performed searches of third-party sources to identify potential liabilities related to the specified sites that may not have been included in the estimates.

•

We tested the completeness and accuracy of the recognition of its liability for obligations under the Reimbursement Agreement through the following
procedures:
-

For a selection of incremental charges to the Honeywell Environmental liability (increases), we obtained supporting documentation related to the
sufficiency of the liability from management, including but not limited to regulatory records of decision, feasibility studies, and third-party
engineering estimates.
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-

For a selection of payments related to the Honeywell Environmental liability (decreases), we obtained supporting documentation related to the
original invoice and proof of payment.

-

We made inquiries of internal and external legal counsel regarding environmental matters.

-

We monitored external news sources and conducted a public domain search to assess the completeness of the liabilities.

Goodwill - Refer to Note 13 to the financial statements
Critical Audit Matter Description
The Company’s evaluation of goodwill for impairment involves the comparison of the fair value of each reporting unit to its carrying value. The Company
determines the fair value of its reporting units using income and market approaches. The determination of the fair value using an income approach involves the use
of a discounted cash flow model that requires management to make estimates and assumptions related to future revenues and expenses, projected capital
expenditures, changes in working capital cash flows, long-term growth rates, and discount rates. The determination of the fair value using the market approach
requires management to make assumptions related to earnings before interest, taxes, depreciation, and amortization (EBITDA) multiples. The goodwill balance was
$2,642 million as of December 31, 2019, of which $2,006 million related to the Products and Solutions reporting unit. The fair value of the Products and Solutions
reporting unit exceeded its carrying value by 10% as of the measurement date and, therefore, no impairment was recognized.
Given the judgments made by management to estimate the fair value of the Products and Solutions reporting units and the difference between their fair value and
carrying value, performing audit procedures to evaluate the reasonableness of management’s estimates and assumptions related to forecasts of future revenues and
expenses, projected capital expenditures, changes in working capital cash flow, EBITDA multiples, as well as the selection of the long-term growth rate and
discount rate, required a high degree of auditor judgment and an increased extent of effort, including the need to involve our fair value specialists.
How the Critical Audit Matter Was Addressed in the Audit
Our audit procedures related estimates and assumptions for certain reporting units included the following, among others:
•

We tested the effectiveness of controls over management’s goodwill impairment evaluation, including those over the forecasts of future revenues and
expenses, projected capital expenditures, changes in working capital cash flow, EBITDA multiples, and the selection of the long-term growth rate and
discount rate.

•

We evaluated management’s ability to accurately forecast future revenues and operating expenses, capital expenditures, and working capital needs by
comparing actual results to management’s historical forecasts.

•

We evaluated the reasonableness of management’s forecasts by comparing the forecasts to (1) historical results, (2) internal communications to management
and the Board of Directors, and (3) forecasted information included in Company press releases, analyst and industry reports for the Company and companies
in its peer group.

•

With the assistance of our fair value specialists, we evaluated the EBITDA multiples used in estimating fair value, including testing the underlying source
information and mathematical accuracy of the calculations, and comparing the multiples selected by management to its guideline peer companies.

•

With the assistance of our fair value specialists, we evaluated the discount rate, including testing the underlying source information and the mathematical
accuracy of the calculations, and developing a range of independent estimates and comparing those to the discount rate selected by management.
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•

With the assistance of our fair value specialists, we evaluated the long-term growth rate by comparing management’s selected long-term growth rate to
external data and a range of independent estimates.

/s/ Deloitte & Touche LLP
Minneapolis, Minnesota
February 27, 2020
We have served as the Company's auditor since 2018.
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CONSOLIDATED AND COMBINED STATEMENT OF OPERATIONS
(Dollars in millions except share and per share data)

2019
Net revenue
Cost of goods sold
Gross profit
Selling, general and administrative expenses
Operating profit
Other expense, net
Interest expense
Income before taxes
Tax expense (benefit)
Net income (loss)
Weighted Average Number of Common Shares Outstanding (in thousands)
Basic
Diluted
Earnings (Loss) Per Share
Basic
Diluted

$

$

Years Ended December 31,
2018
4,988
$
4,827
$
3,798
3,461
1,190
1,366
932
873
258
493
118
369
69
20
71
104
35
(301)
36
$
405
$

122,722
123,238
$
$

0.29
0.29

122,499
122,624
$
$

3.31
3.30

2017
4,519
3,203
1,316
871
445
279
166
560
(394)
122,499
122,499

$
$

(3.22)
(3.22)

The Notes to Consolidated and Combined Financial Statements are an integral part of this statement.
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CONSOLIDATED AND COMBINED
STATEMENT OF COMPREHENSIVE INCOME (LOSS)
(Dollars in millions except share and per share data)

$

Years Ended December 31,
2018
36
$
405
$

$

(2)
(3)
(5)
31

2019
Net income (loss)
Other comprehensive income (loss), net of tax
Foreign exchange translation adjustment
Pension actuarial loss
Total other comprehensive income (loss), net of tax
Comprehensive income (loss)

$

(77)
(7)
(84)
321

$

2017
(394)
69
69
(325)

The Notes to Consolidated and Combined Financial Statements are an integral part of this statement.
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CONSOLIDATED BALANCE SHEET
(Dollars in millions, shares in thousands)
December 31,
2019
ASSETS
Current assets:
Cash and cash equivalents
Accounts receivables – net
Inventories – net
Other current assets
Total current assets
Property, plant and equipment – net
Goodwill
Other intangible assets – net
Other assets
Total assets
LIABILITIES
Current liabilities:
Accounts payable
Current maturities of long-term debt
Accrued liabilities
Total current liabilities
Long-term debt
Obligations payable to Honeywell
Other liabilities
COMMITMENTS AND CONTINGENCIES (Note 19)
EQUITY
Common stock, $0.001 par value, 700,000 shares authorized, 123,488 and 122,873 shares issued and outstanding
as of December 31, 2019, 122,967 and 122,499 shares issued and outstanding as of December 31, 2018,
respectively
Additional paid-in capital
Treasury stock, at cost
Retained earnings
Accumulated other comprehensive (loss)
Total equity
Total liabilities and equity

$

$

$

$

2018

122
817
671
175
1,785
316
2,642
127
258
5,128

$

920
22
552
1,494
1,158
594
280

$

1,761
(3)
38
(194)
1,602
5,128

$

$

265
821
628
95
1,809
300
2,634
133
96
4,972

964
22
503
1,489
1,179
629
142

1,720
2
(189)
1,533
4,972

The Notes to Consolidated and Combined Financial Statements are an integral part of this statement.
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CONSOLIDATED AND COMBINED STATEMENT OF CASH FLOW
(Dollars in millions except share and per share data)

2019
Cash flows provided by operating activities:
Net income (loss)
Adjustments to reconcile net income (loss) to net cash provided by operating activities:
Depreciation and amortization
Restructuring charges, net of payments
Stock compensation expense
Deferred income taxes
Other
Changes in assets and liabilities:
Accounts receivables
Inventories – net
Other current assets
Other assets
Accounts payable
Accrued liabilities
Obligations payable to Honeywell
Other liabilities
Net cash provided by operating activities
Cash flows used for investing activities:
Expenditures for property, plant, equipment and software
Cash paid for acquisitions, net of cash acquired
Other
Net cash used for investing activities
Cash flows (used for) provided by financing activities:
Proceeds from long-term debt
Payment of debt facility issuance and modification costs
Repayment of long-term debt
Distribution to Honeywell in connection with Spin-Off
Net increase in invested equity
Non-operating obligations from Honeywell, net
Other
Net cash (used for) provided by financing activities
Effect of foreign exchange rate changes on cash and cash equivalents
Net (decrease) increase in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period
Supplemental cash flow information:
Interest paid
Income taxes paid (net of refunds)
Capital expenditures in accounts payable

$

Years Ended December 31,
2018
36

$

405

$

2017
(394)

80
6
25
(25)
18

66
(4)
20
(323)
22

67
6
16
297
19

7
(44)
(53)
(15)
(38)
22
(35)
39
23

(62)
(172)
(27)
(4)
231
65
24
221
462

(31)
(17)
(17)
11
(5)
85
37

(95)
(17)
(112)

(81)
7
(74)

(51)
(51)

$

(4)
(22)
(24)
(3)
(53)
(1)
(143)
265
122

$

1,225
(29)
(1,415)
39
26
(13)
(167)
(12)
209
56
265

$
$
$

72
86
16

$
$
$

28
23

$

19
2
21
2
9
47
56

$
$
$

261
14

The Notes to Consolidated and Combined Financial Statements are an integral part of this statement.
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Balance at December 31, 2016
Net loss
Other comprehensive income, net of tax
Change in invested equity
Balance at December 31, 2017
Net income
Other comprehensive (loss), net of tax
Change in invested equity
Issuance of common stock and
reclassification of invested equity
Stock-based compensation
Other
Balance at December 31, 2018
Net income
Other comprehensive (loss), net of tax
Issuance of common stock, net of shares
withheld for employee taxes
Stock-based compensation
Adjustments due to Spin-Off
Balance at December 31, 2019

Common
Shares
-

Treasury
Shares
-

122,499
122,499
-

468
468
-

374
122,873

147
615

-

Additional
PaidIn Capital
$
-

-

-

-

(3)
(3)

Common
Stock
$

$

Treasury
Stock
-

$

$

$

Retained
Earnings
2
-

Invested
Equity
$
3,043
(394)
54
2,703
403
(1,398)

1,713
4
3
1,720
-

2
36
-

(1,708)
-

25
16
1,761

38

$

$

$

-

Accumulated
Other
Comprehensive
Loss

$

$

(169)
69
(100)
(84)
-

Total
Equity
$ 2,874
(394)
69
54
2,603
405
(84)
(1,398)

(5)
(189)
(5)

4
3
1,533
36
(5)

(194)

(3)
25
16
1,602

$

The Notes to Consolidated and Combined Financial Statements are an integral part of this statement.
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Note 1. Organization, Operations and Basis of Presentation
Business Description
Resideo Technologies, Inc. (“Resideo” or “the Company”), is a global provider of products, software, solutions and technologies that help homeowners
stay connected and in control of their comfort, security and energy use. The Company is a leader in the home heating, ventilation and air conditioning controls and
security markets, and a leading global distributor of low-voltage electronic and security products.
Separation from Honeywell
The Company was incorporated in Delaware on April 24, 2018. The Company separated from Honeywell International Inc. (“Honeywell”) on October
29, 2018, becoming an independent publicly traded company as a result of a pro rata distribution of the Company’s common stock to shareholders of Honeywell
(the “Spin-Off”). On October 29, 2018, Honeywell’s shareholders of record as of October 16, 2018 (“Record Date”) received one share of the Company’s common
stock, par value $0.001 per share, for every six shares of Honeywell’s common stock, par value $1.00 per share, held as of the Record Date, and cash for any
fractional shares of the Company’s common stock. The Company began trading “regular way” under the ticker symbol “REZI” on the New York Stock Exchange
on October 29, 2018.
In connection with the separation, Resideo and Honeywell entered into a Honeywell Reimbursement Agreement (as defined in Note 19. Commitments
and Contingencies), a Separation and Distribution Agreement, an Employee Matters Agreement, a Tax Matters Agreement, a Transition Services Agreement, a
Trademark License Agreement and a Patent Cross-License Agreement. The agreements govern the relationship between Resideo and Honeywell following the
separation and provide for the allocation of various assets, liabilities, rights and obligations. These agreements also include arrangements for transition services to
be provided by Honeywell to Resideo and by Resideo to Honeywell.
Basis of Presentation
Prior to the Spin-Off, the Company’s historical financial statements were prepared on a stand-alone combined basis and were derived from the
consolidated financial statements and accounting records of Honeywell. Accordingly, for periods prior to October 29, 2018, these financial statements are presented
on a combined basis and for the periods subsequent to October 29, 2018 are presented on a consolidated basis (collectively, the historical financial statements for all
periods presented are referred to as “Consolidated and Combined Financial Statements”). The Consolidated and Combined Financial Statements have been
prepared in accordance with accounting principles generally accepted in the United States of America (“U.S. GAAP”).
All intracompany transactions have been eliminated for all periods presented. As described in Note 5. Related Party Transactions with Honeywell, all
significant transactions between the Company and Honeywell occurring prior to the Spin-Off have been included in these Consolidated and Combined Financial
Statements.
While the Company was owned by Honeywell, a centralized approach to cash management and financing was used. Prior to the consummation of the
Spin-Off, the majority of the Company’s cash was transferred to Honeywell daily and Honeywell funded the Company’s operating and investing activities as
needed.
The Combined Financial Statements prior to the Spin-Off include certain assets and liabilities that have historically been held at Honeywell corporate
level but were specifically identifiable or otherwise attributable to the Company. The cash and cash equivalents held by Honeywell at the corporate level were not
specifically identifiable to the Company and therefore were not attributed for any of the periods presented. Honeywell third-party debt and the related interest
expense were not allocated for any of the periods presented as Honeywell’s borrowings were not directly attributable to the company. In periods subsequent to the
Spin-Off, we have made and may continue to make adjustments to balances transferred at the Spin-Off, including adjustments to the classification of assets or
liabilities transferred. Any such adjustments are recorded directly to equity in Adjustments due to the Spin-Off and are considered immaterial.
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Prior to the Spin-Off, Honeywell provided certain services, such as legal, accounting, information technology, human resources and other infrastructure
support, on behalf of the Company. The cost of these services has been allocated to the Company on the basis of the proportion of net revenue. The Company and
Honeywell consider these allocations to be a reasonable reflection of the benefits received by the Company. However, the financial information presented in these
Consolidated and Combined Financial Statements may not reflect the consolidated and combined financial position, operating results and cash flows of the
Company had the Company been a separate stand-alone entity during the periods presented. Actual costs that would have been incurred if the Company had been a
stand-alone company would depend on multiple factors, including organizational structure and strategic decisions made in various areas, including information
technology and infrastructure. Both Resideo and Honeywell consider the basis on which the expenses have been allocated to be a reasonable reflection of the
utilization of services provided to or the benefits received by the Company during the periods presented. After the Spin-Off, a number of the above services have
continued under a Transition Service Agreement with Honeywell, which the Company expenses as incurred based on the contractual pricing terms.
Note 2. Summary of Significant Accounting Policies
Accounting Principles—The financial statements and accompanying notes are prepared in accordance with U.S. GAAP. The following is a description
of Resideo’s significant accounting policies.
Principles of Consolidation—The Consolidated and Combined Financial Statements include the accounts of Resideo Technologies, Inc. and all of its
subsidiaries in which a controlling interest is maintained. All intercompany transactions and balances are eliminated in consolidation.
Cash and Cash Equivalents—Cash and cash equivalents include cash on hand and highly liquid investments having an original maturity of three
months or less.
Accounts Receivables and Allowance for Doubtful Accounts—Trade accounts receivable are recorded at the invoiced amount as a result of
transactions with customers. The Company maintains allowances for doubtful accounts for estimated losses as a result of customers’ inability to make required
payments. The Company estimates anticipated losses from doubtful accounts based on days past due as measured from the contractual due date and historical
collection history. The Company also takes into consideration changes in economic conditions that may not be reflected in historical trends, for example customers
in bankruptcy, liquidation or reorganization. Receivables are written-off against the allowance for doubtful accounts when they are determined to be uncollectible.
Such determination includes analysis and consideration of the particular conditions of the account, including time intervals since last collection, customer
performance against agreed upon payment plans, solvency of customer and any bankruptcy proceedings.
Inventories—Inventories in the Products & Solutions business are stated at the lower of cost or net realizable value, determined on a first-in, first-out
basis, including direct material costs and direct and indirect manufacturing costs, or net realizable value. Inventories in the ADI Global Distribution business are
stated at average cost. Reserves are maintained for obsolete, inactive and surplus items.
Property, Plant and Equipment—Property, plant and equipment are recorded at cost, less accumulated depreciation. For financial reporting, the
straight-line method of depreciation is used over the estimated useful lives of 10 to 50 years for buildings and improvements, 3 to 16 years for machinery and
equipment and 3 to 10 years for tooling equipment.
Goodwill—The Company performs goodwill impairment testing annually, on October 1st of each year or more frequently if indicators of potential
impairment exist. The goodwill impairment test is performed at the reporting unit level. The Company has two reporting units, Products & Solutions and ADI
Global Distribution. The Company performs its goodwill impairment test by comparing the fair value of a reporting unit with its carrying amount and recognize an
impairment charge for the amount by which the carrying amount exceeds the reporting unit’s fair value provided the loss recognized does not exceed the total
amount of goodwill allocated to that reporting unit.

72

RESIDEO TECHNOLOGIES, INC.
NOTES TO CONSOLIDATED AND COMBINED FINANCIAL STATEMENTS
(Dollars in millions, unless otherwise noted)
Determining the fair value of a reporting unit involves the use of significant estimates and assumptions. For the 2019 annual impairment test, the
Company used a weighting of fair values derived from the income approach and market approach. Under the income approach, the Company calculates the fair
value of a reporting unit based on the present value of estimated future cash flows. The income approach requires the exercise of significant judgment, including
judgment about the amount and timing of expected future cash flows, assumed terminal value and appropriate discount rates. Under the market approach, the
Company utilizes the public company guideline method. As a corroborative source of information, the Company reconciles the estimated fair value of its reporting
units to within a reasonable range of its market capitalization, which includes an assumed control premium to verify the reasonableness of the fair value of its
reporting units.
The Company believes the estimates and assumptions used in the calculations are reasonable. However, if there was an adverse change in the facts and
circumstances, then an impairment charge may be necessary in the future. Specifically, the fair value of our Products reporting unit, with goodwill of approximately
$2,004 million, exceeded its carrying value by 10% and therefore is highly sensitive to adverse changes in the facts and circumstances that could result in a possible
future impairment. Should the fair value of the Company’s reporting units fall below its carrying amount because of reduced operating performance, market
declines, changes in the discount rate, or other conditions, charges for impairment may be necessary. The Company monitors its reporting units to determine if there
is an indicator of potential impairment.
Other Intangible Assets and Long-lived Assets—Other intangible assets with determinable lives consist of customer lists, technology, patents and
trademarks and software intangibles and are amortized over their estimated useful lives, ranging from 3 to 15 years. They are reviewed for impairment whenever
events or circumstances indicate that the carrying amount of the assets may not be recoverable. Recoverability of long-lived assets are measured by comparison of
the carrying amount of the asset to the future undiscounted cash flows the asset is expected to generate. If the asset is considered to be impaired, the amount of any
impairment is measured as the difference between the carrying value and the fair value of the impaired asset.
Warranties and Guarantees—Expected warranty costs for products sold are recognized based on an estimate of the amount that eventually will be
required to settle such obligations. These accruals are based on factors such as past experience, length of the warranty and various other considerations. Costs of
product recalls, which may include the cost of the product being replaced as well as the customer’s cost of the recall, including labor to remove and replace the
recalled part, are accrued as part of the warranty accrual at the time an obligation becomes probable and can be reasonably estimated. These estimates are adjusted
from time to time based on facts and circumstances that impact the status of existing claims.
Leases—Effective January 1, 2019, arrangements containing leases are evaluated as an operating or finance lease at lease inception. For operating
leases, the Company recognizes an operating right-of-use asset and operating lease liability at lease commencement based on the present value of lease payments
over the lease term.
Since an implicit rate of return is not readily determinable for the Company's leases, an incremental borrowing rate is used in determining the present
value of lease payments and is calculated based on information available at the lease commencement date. The incremental borrowing rate is determined using a
portfolio approach based on the rate of interest the Company would have to pay to borrow funds on a collateralized basis over a similar term. The Company
references a market yield curve consistent with the Company's credit rating which is risk-adjusted to approximate a collateralized rate in the currency of the lease.
These rates are updated on a quarterly basis for measurement of new lease obligations. Most leases include renewal options; however, generally it is not reasonably
certain that these options will be exercised at lease commencement. Lease expense is recognized on a straight-line basis over the lease term. Leases with an initial
term of 12 months or less are not recognized on the Company’s balance sheet. The Company does not separate lease and non-lease components for its real estate
and automobile leases.
Revenue Recognition—Product and service revenues are recognized when or as the Company transfers control of the promised products or services to
the customer. Revenue is measured as the amount of consideration the Company expects to receive in exchange for transferring goods or providing services.
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In the sale of products, the terms of a contract or the historical business practice can give rise to variable consideration due to, but not limited to,
discounts and bonuses. The Company estimates variable consideration at the most likely amount that will be received from customers and reduce revenues
recognized accordingly. The Company includes estimated amounts in the transaction price to the extent it is probable that a significant reversal of cumulative
revenue recognized will not occur when the uncertainty associated with the variable consideration is resolved. The estimates of variable consideration and
determination of whether to include estimated amounts in the transaction price are based largely on an assessment of our anticipated performance and all
information (historical, current and forecasted) that is reasonably available to the Company.
The Company adopted the revenue recognition standard ASC 606 as of January 1, 2018 (see Note 6. Revenue Recognition). Prior to adoption, product
and service revenues were recognized when there was evidence of a sales agreement, delivery of goods had occurred or services had been rendered, the sales price
was fixed or determinable, and the collectability of revenue was reasonably assured. Service sales, principally representing network subscription services, were
recognized over the contractual period or as services were rendered. Revenues from contracts with multiple element arrangements were recognized as each element
was earned based on the relative fair value of each element provided the delivered elements had value to customers on a stand-alone basis. Amounts allocated to
each element were based on its objectively determined fair value, such as the sales price for the product or service when it was sold separately or competitor prices
for similar products or services.
Sales incentives and allowances were recognized as a reduction to revenue at the time of the related sale.
Sales, use and value added taxes collected by the Company and remitted to various government authorities were not recognized as revenues and are
reported on a net basis.
Shipping and handling fees billed to customers were included in Cost of goods sold.
Royalty—In connection with the Spin-Off, the Company and Honeywell entered into a 40-year Trademark License Agreement (“the Trademark
Agreement”) that authorizes the Company’s use of certain licensed trademarks in the operation of Resideo’s business for the advertising, sale and distribution of
certain licensed products. In exchange, the Company pays a royalty fee of 1.5% of net revenue of the licensed products to Honeywell which is recorded in Selling,
general and administrative expense on the Consolidated and Combined Statement of Operations.
Environmental—The Company accrues costs related to environmental matters when it is probable that it has incurred a liability related to a
contaminated site and the amount can be reasonably estimated. Environmental costs for our owned sites are presented within Cost of goods sold for operating sites.
Prior to the Spin-off, sites now under the Honeywell Reimbursement Agreement were presented within Other expense, net in the Consolidated and Combined
Statement of Operations. For additional information, see Note 19. Commitments and Contingencies.
Honeywell Reimbursement Agreement—In connection with the Spin-Off, the Company entered into an Indemnification and Reimbursement
Agreement with Honeywell (the “Honeywell Reimbursement Agreement”) on October 14, 2018, pursuant to which it has an obligation to make cash payments to
Honeywell in amounts equal to 90% of payments, which include amounts billed, with respect to certain environmental claims, remediation and, to the extent arising
after the Spin-Off, hazardous exposure or toxic tort claims, in each case, including consequential damages (the “liabilities”) in respect of specified Honeywell
properties contaminated through historical business operations prior to the Spin-Off (“Honeywell Sites”), including the legal and other costs of defending and
resolving such liabilities, less 90% of Honeywell’s net insurance receipts relating to such liabilities, and less 90% of the net proceeds received by Honeywell in
connection with (i) affirmative claims relating to such liabilities, (ii) contributions by other parties relating to such liabilities and (iii) certain property sales. The
amount payable in respect of such liabilities arising in any given year is subject to a cap of $140 million (exclusive of any late payment fees up to 5% per annum).
Honeywell reimbursement agreement expenses are presented within Other expense, net in the Consolidated and Combined Statement of Operations and within
Accrued liabilities and Obligations payable to Honeywell in the Consolidated and Combined Balance Sheet. For additional information, see Note 19. Commitments
and Contingencies.
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Tax Indemnification Agreement—The Tax Matters Agreement provides that Resideo is required to indemnify Honeywell for any taxes (and
reasonable expenses) resulting from the failure of the Spin-Off and related internal transactions to qualify for their intended tax treatment under U.S. federal, state
and local income tax law, as well as foreign tax law, where such taxes result from (a) breaches of covenants and representations we make and agree to in connection
with the Spin-Off, (b) the application of certain provisions of U.S. federal income tax law to these transactions or (c) any other action or omission (other than
actions expressly required or permitted by the Separation and Distribution Agreement, the Tax Matters Agreement or other ancillary agreements) we take after the
consummation of the Spin-Off that gives rise to these taxes. As of December 31, 2019 and 2018, the Company has indemnified Honeywell for $149 million and
$153 million, respectively. See Note 19. Commitments and Contingencies.
Research and Development—The Company conducts research and development activities, which consist primarily of the development of new
products as well as product applications support to existing customers with installed base and enhancements and improvements to existing products. Research and
development costs primarily relate to employee compensation and consulting fees which are charged to expense as incurred. Such costs are included in Cost of
goods sold and amount to $139 million, $105 million and $120 million for the years ended December 31, 2019, 2018 and 2017, respectively.
Advertising Costs—The Company expenses advertising costs as incurred. Advertising costs totaled $46 million for the year ended December 31, 2019.
Prior to the Spin-Off, advertising costs were allocated from Honeywell as described in Note 5. Related Party Transactions with Honeywell. Advertising costs are
included within Selling, general and administrative expense.
Defined Contribution Plans—The Company sponsors various defined contribution plans with varying terms depending on the country of
employment. The Company recognized compensation expense of $18 million for the year ended December 31, 2019 related to employer contributions to these
plans. Prior to the Spin-Off, costs were allocated from Honeywell as described in Note 5. Related Party Transactions with Honeywell.
Stock-Based Compensation Plans—The principal awards issued under Resideo’s stock-based compensation plans, which are desc ribed in Note 18.
Stock-Based Compensation Plans, are restricted stock units. The cost for such awards is measured at the grant date based on the fair value of the award.
Stock options are also issued under Resideo’s stock-based compensation plans. The fair value of each grant is estimated on the date of grant using the
Black-Scholes option pricing model which requires estimates of future stock price volatility, expected term, risk-free interest rate and forfeitures.
For all stock-based compensation, the fair value of the portion of the award that is ultimately expected to vest is recognized as expense over the
requisite service periods (generally the vesting period of the equity award) and is included in Selling, general and administrative expenses in the Consolidated and
Combined Statement of Operations. Forfeitures are estimated at the time of grant to recognize expense for those awards that are expected to vest and are based on
historical forfeiture rates.
Pension— The guidance requires that the Company disaggregates the service cost component of net benefit costs and report those costs in the same
line item or items in the Consolidated and Combined Statement of Operations as other compensation costs arising from services rendered by the pertinent
employees during the period. The other non-service components of net benefit costs are required to be presented separately from the service cost component and
outside of income from operations.
The Company has recorded the service cost component of pension expense in Costs of goods sold and Selling, general and administrative expenses
based on the classification of the employees it relates to. The remaining components of net benefit costs within pension expense, primarily interest costs and
expected return on plan assets, are recorded in Other expense, net. The Company recognizes net actuarial gains or losses in excess of 10% of the greater of the fair
value of plan assets or the plans’ projected benefit obligation (the corridor) annually in the fourth quarter each year. This adjustment known as the mark to market
adjustment will also be reported in Other expense, net.
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Foreign Currency Translation—Assets and liabilities of operations outside the United States with a functional currency other than U.S. Dollars are
translated into U.S. Dollars using year-end exchange rates. Revenue, costs and expenses are translated at the average exchange rates in effect during the year.
Foreign currency translation gains and losses are included as a component of Accumulated other comprehensive (loss).
Income Taxes—Significant judgment is required in evaluating tax positions. The Company establishes additional reserves for income taxes when,
despite the belief that tax positions are fully supportable, there remain certain positions that do not meet the minimum recognition threshold. The approach for
evaluating certain and uncertain tax positions is defined by the authoritative guidance which determines when a tax position is more likely than not to be sustained
upon examination by the applicable taxing authority. In the normal course of business, the Company and its subsidiaries are examined by various federal, state and
foreign tax authorities. The Company regularly assesses the potential outcomes of these examinations and any future examinations for the current or prior years in
determining the adequacy of its provision for income taxes. The Company continually assesses the likelihood and amount of potential adjustments and adjusts the
income tax provision, the current tax liability and deferred taxes in the period in which the facts that give rise to a change in estimate become known.
Earnings (Loss) Per Share—Basic earnings (loss) per share is based on the weighted average number of common shares outstanding. Diluted earnings
(loss) per share is based on the weighted average number of common shares outstanding and all dilutive potential common shares outstanding. For additional
information, see Note 3. Earnings Per Share.
Use of Estimates—The preparation of the Company’s Consolidated and Combined Financial Statements in conformity with U.S. GAAP requires
management to make estimates and assumptions that affect the reported amounts in the Consolidated and Combined Financial Statements and related disclosures in
the accompanying Notes. Actual results could differ from those estimates. Estimates and assumptions are periodically reviewed, and the effects of changes are
reflected in the Consolidated and Combined Financial Statements in the period they are determined to be necessary. Estimates are used when accounting for stockbased compensation, pension benefits, contingent consideration, indemnification liabilities, goodwill and intangible assets and valuation allowances for receivables
and inventory reserves, deferred tax assets, and the amounts of revenue and expenses reported during the period.
Recent Accounting Pronouncements—The Company considers the applicability and impact of all recent accounting standards updates (“ASUs”)
issued by the Financial Accounting Standards Board (“FASB”). ASUs not listed below were assessed and determined to be either not applicable or are expected to
have an immaterial impact on the Company’s consolidated and combined financial position or results of operations.
The Company adopted ASU No. 2016-02, Leases (Topic 842), effective January 1, 2019, and applied the changes prospectively as of the adoption date.
As permitted by the new guidance, the Company elected the package of practical expedients, which, among other things, allowed historical lease classification to be
carried forward.
Upon adoption of ASU No. 2016-02, the Company recognized an aggregate lease liability of $115 million, calculated based on the present value of the
remaining minimum lease payments for qualifying leases as of January 1, 2019, with a corresponding right-of-use asset of $112 million. The cumulative-effect
adjustment recognized to opening retained earnings was not material. The adoption of the new guidance did not impact the Company’s Consolidated and Combined
Statement of Operations or Cash Flows.
In February 2018, the FASB issued ASU No. 2018-02, Reclassification of Certain Tax Effects from Accumulated Other Comprehensive Income, which
allows for an entity to elect to reclassify, to retained earnings, the one-time income tax effects stranded in accumulated other comprehensive income (AOCI)
resulting from the U.S. Tax Cuts and Jobs Act (“U.S. Tax Reform”). An entity that elects to make this reclassification must consider all items in AOCI that have tax
effects stranded as a result of the tax rate change and must disclose the reclassification of these tax effects as well as the entity’s policy for releasing income tax
effects from AOCI. The ASU may be applied either retrospectively or as of the beginning of the period of adoption. The Company adopted the standard on January
1, 2019 using the aggregate portfolio accounting policy for recognizing the disproportionate income tax effects in AOCI and has elected not to reclassify the
stranded income tax effects of U.S. Tax Reform from AOCI to retained earnings.
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On June 16, 2016, the FASB issued ASU 2016-13, Financial Instruments - Credit Losses (Topic 326), which provides guidance designed to provide
financial statement users with more information about the expected credit losses on financial instruments and other commitments to extend credit held by a
reporting entity at each reporting date. From November 2018 to November 2019, amendments to Topic 326 were issued to clarify numerous accounting topics.
When determining such expected credit losses, the guidance requires companies to apply a methodology that reflects expected credit losses and requires
consideration of a broader range of reasonable and supportable information to inform credit loss estimates. The amendment is effective on a modified retrospective
basis for fiscal years beginning after December 15, 2019, and interim periods within those fiscal years. Early adoption is permitted for fiscal years and interim
periods beginning after December 15, 2018. The Company does not expect adoption of this pronouncement to have a material financial statement impact.
On August 18, 2018, the FASB issued ASU 2018-14, Compensation - Retirement Benefits - Defined Benefit Plans - General (Subtopic 715-20) that
amends the current disclosure requirements regarding defined benefit pensions and other post retirement plans and allows for the removal of certain disclosures,
while adding certain new disclosure requirements. This standard is effective for fiscal years beginning after December 15, 2020 and allows for early adoption. The
Company does not expect this new standard to have a significant impact on its disclosures.
In December 2019, the FASB issued ASU No. 2019-12, Simplifying the Accounting for Income Taxes (Topic 740). This ASU simplifies the
accounting for income taxes by, among other things, eliminating certain existing exceptions related to the general approach in ASC 740 relating to franchise taxes,
reducing complexity in the interim-period accounting for year-to-date loss limitations and changes in tax laws, and clarifying the accounting for transactions outside
of business combination that result in a step-up in the tax basis of goodwill. The transition requirements are primarily prospective and the effective date for Resideo
is January 1, 2021, with early adoption permitted. The Company is currently evaluating the impact of adopting this guidance.
Note 3. Earnings Per Share
On October 29, 2018, the date of consummation of the Spin-Off, 122,498,794 shares of the Company’s Common Stock, par value $0.001 per share,
were distributed to Honeywell shareholders of record as of October 16, 2018. This share amount is being utilized for the calculation of basic and diluted earnings
per share for all periods presented prior to the Spin-Off as no common stock was outstanding prior to the date of the Spin-Off. For the 2018 year to date calculation,
these shares are treated as issued and outstanding from January 1, 2018 for purposes of calculating historical basic earnings per share. For December 31, 2019 and
2018, this calculation excludes 615,351 and 467,764 treasury shares, respectively.
The details of the earnings per share calculations for the years ended December 31, 2019, 2018 and 2017 are as follows:

Basic:
Net income (loss)
Weighted average common shares outstanding (in thousands)
Earnings (Loss) Per Share - Basic

Diluted:
Net income (loss)
Weighted average common shares outstanding - Basic (in thousands)
Dilutive effect of common stock equivalents
Weighted average common shares outstanding - Diluted (in thousands)
Earnings (Loss) Per Share - Diluted

Years Ended December 31,
2018
36
$
405
$
122,722
122,499
0.29
$
3.31
$

2019
$
$

Years Ended December 31,
2018
36
$
405
$
122,722
122,499
516
125
123,238
122,624

2019
$

$

0.29

$

3.30

$

2017
(394)
122,499
(3.22)

2017
(394)
122,499
122,499
(3.22)
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Diluted Earnings (Loss) Per Share is computed based upon the weighted average number of common shares outstanding for the year plus the dilutive
effect of common stock equivalents using the treasury stock method and the average market price of our common stock for the period. For the year ended
December 31, 2018, the average market price of our common stock was calculated from the Spin-Off date to December 31, 2018. In periods where the Company
has a net loss, no dilutive common shares are included in the calculation for diluted shares as they are considered anti-dilutive. For the year ended December 31,
2019, average options and other rights to purchase approximately 2.8 million shares of common stock were outstanding, all of which were anti-dilutive during the
year ended December 31, 2019, and therefore excluded from the computation of diluted earnings per common share. Additionally, an average of approximately 0.2
million shares of performance-based unit awards are excluded
from the computation of diluted earnings per common share for the year ended December 31, 2019 as the contingency has not been satisfied at
December 31, 2019.
Note 4. Acquisitions
During the year ended December 31, 2019, the Company completed three acquisitions which have been integrated into the Products & Solutions
segment. On March 28, 2019, the Company acquired all of the capital stock of Buoy Labs, which provides innovative Wi-Fi enabled solutions that track the amount
of water used in a home, integrating smart software and hardware that can help consumers identify potential leaks and allow consumers to act to prevent them
through its subscription-based app services. On May 21, 2019, the Company acquired certain assets relating to innovative energy efficiency from Whisker Labs.
The acquired technology creates a thermodynamic model of a home to accurately predict home heating and air conditioning run time and energy use to enable a
homeowner to use less energy while maintaining comfort. On June 27, 2019, the Company acquired all of the membership interests of LifeWhere. LifeWhere uses
machine learning and analytics to predict potential failure on critical home appliances, such as water heaters, furnaces and air conditioners. This service provides
the detailed analytics required for professional contractors to dispatch technicians with the right skills to quickly repair the appliance before it causes catastrophic
failure. The aggregate purchase price paid for these acquisitions was $17 million. In connection with these acquisitions, the Company recognized goodwill and
intangible assets of $10 million and $7 million, respectively. The Buoy Labs acquisition agreements include deferred payments for certain individuals that are
contingent upon employment as well as financial performance. The Company determined that these deferred payments are accounted for as compensation expense
over the requisite service period.
These acquisitions have an immaterial financial statement impact on both an individual basis and when considered in the aggregate.
Note 5. Related Party Transactions with Honeywell
Prior to the Spin-Off, the Consolidated and Combined Financial Statements were derived from the unaudited Consolidated Financial Statements and
accounting records of Honeywell.
Prior to the Spin-Off, Honeywell was a related party that provided certain services, such as legal, accounting, information technology, human resources
and other infrastructure support, on behalf of the Company. The costs of these services were allocated to the Company on the basis of the proportion of net revenue.
The Company and Honeywell consider the allocations to be a reasonable reflection of the benefits received by the Company.
During the period from January 1, 2018 until October 29, 2018 and the year ended December 31, 2017, the Company was allocated $228 million and
$289 million, respectively, of general corporate expenses incurred by Honeywell and such amounts are included within Selling, general and administrative
expenses in the Consolidated and Combined Statement of Operations. As certain expenses reflected in the Consolidated and Combined Financial Statements
include allocations of corporate expenses from Honeywell, these statements could differ from those that would have been prepared had the Company operated on a
stand-alone basis.
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All significant intercompany transactions between the Company and Honeywell have been included in these Consolidated and Combined Financial
Statements. Sales to Honeywell during the period from January 1, 2018 until October 29, 2018 and the year ended December 31, 2017 were $24 million and $36
million, respectively. Costs of goods sold to Honeywell during the period from January 1, 2018 until October 29, 2018 and the year ended December 31, 2017 were
$19 million and $29 million, respectively. Purchases from Honeywell during the period from January 1, 2018 until October 29, 2018 and the year ended December
31, 2017 were $212 million and $213 million, respectively. The total net effect of the settlement of these intercompany transactions is reflected in the Consolidated
and Combined Statements of Cash Flows as a financing activity and in the Consolidated and Combined Balance Sheets as invested equity.
Prior to the consummation of the Spin-Off, Honeywell managed the Company’s hedging activity which included centrally hedg ing its exposure to
changes in foreign exchange rates principally with forward contracts. Certain contracts were specifically designated to and entered on behalf of the Company with
Honeywell as a counterparty and were used to hedge known or probable anticipated foreign currency sales and purchases. The Company designated these hedges as
cash flow hedges and the impact to the financial statement for 2017 and 2018 was not material.
While the Company was owned by Honeywell, a centralized approach to cash management and financing of operations was used. Prior to
consummation of the Spin-Off, the Company’s cash was transferred to Honeywell daily and Honeywell funded the Company’s operating and investing activities as
needed. Net transfers to and from Honeywell are included within Invested equity on the Consolidated and Combined Statements of Equity. The components of the
net transfers to and from Honeywell as of December 31, 2018, and 2017 are as follows:
December 31,
2018
General financing activities
Distribution to Honeywell in connection with Spin-Off
Net contribution of assets and liabilities upon Spin-Off
Unbilled corporate allocations
Purchases from Honeywell
Mandatory transition tax
Other
Net increase (decrease) in invested equity

$

$

2017
(383)
(1,415)
81
228
161
(85)
15
(1,398)

$

$

(547)
260
168
156
17
54

Subsequent to the Spin-Off on October 29, 2018, transactions with Honeywell were not considered related party transactions. Accordingly, no related
party transactions with Honeywell were recorded for the year ended December 31, 2019.
Note 6. Revenue Recognition
On January 1, 2018, the Company adopted new guidance on revenue from contracts with customers using the modified retrospective method. As a
result of adopting the new guidance, the Company determined there are no material impacts on the Consolidated and Combined Financial Statements.
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Disaggregated Revenue
Revenues by channel are as follows for the years ended December 31:
2019
U.S. and Canada
EMEA (1)
APAC (2)
ADI Global Distribution
Comfort
Security
Residential Thermal Solutions
Products & Solutions
Net revenue
(1)
(2)

$

$

2018
2,294
459
60
2,813
1,103
520
552
2,175
4,988

$

$

2,147
456
55
2,658
1,114
479
576
2,169
4,827

EMEA represents Europe, the Middle East and Africa.
APAC represents Asia and Pacific countries.

Performance Obligations
A performance obligation is a promise in a contract to transfer a distinct good or service to the customer and is defined as the unit of account. A
contract’s transaction price is allocated to each distinct performance obligation and recognized as revenue when, or as, the performance obligation is satisfied. For
product sales, typically each product sold to a customer represents a distinct performance obligation.
The Company recognizes the majority of its revenue from performance obligations outlined in contracts with its customers that are satisfied at a point
in time. Less than 3% of the Company’s revenue is satisfied over time. Performance obligations are supported by contracts with customers, providing a framework
for the nature of the distinct goods, services or bundle of goods and services. The timing of satisfying the performance obligation is typically indicated by the terms
of the contract. All performance obligations are expected to be satisfied within one year.
The timing of satisfaction of the Company’s performance obligations does not significantly vary from the typical timing of payment. For some
contracts, the Company may be entitled to receive an advance payment.
The Company has applied the practical expedient to not disclose the value of remaining performance obligations for (i) contracts with an original
expected term of one year or less or (ii) contracts for which it recognizes revenue in proportion to the amount it has the right to invoice for services performed.
Contract Balances
The timing of revenue recognition, billings and cash collections results in billed accounts receivable and unbilled receivables (contract assets), reported
in Accounts receivables – net, and customer advances and deposits (contract liabilities), reported in Accrued liabilities, on the Consolidated Balance Sheet. As of
December 31, 2019 and 2018, contract assets and liabilities were not material.
Note 7. Restructuring Charges
During the second quarter of 2019, management began a restructuring plan to reduce operating costs and better align the Company’s workforce with
the needs of the business going forward. For the year ended December 31, 2019, restructuring and related expenses for the Products & Solutions segment and the
ADI Global Distribution segment were $30 million and $7 million, respectively, and primarily related to severance.
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For the years ended December 31, 2018 and 2017, the Company recognized restructuring charges totaling $5 million and $23 million, respectively,
related to the Products & Solutions segment mainly for severance costs related to workforce reductions. The workforce reductions were primarily related to cost
savings actions taken in connection with the Company’s productivity and ongoing functional transformation initiatives; factory transitions to more cost-effective
locations and site consolidations and organizational realignments.
The following table summarizes the pretax distribution of total net restructuring charges by statement of operations classification:

2019
Cost of goods sold
Selling, general and administrative expenses

$
$

Years Ended December 31,
2018
20
$
4
$
17
1
37
$
5
$

2017
17
6
23

The following table summarizes the status of total restructuring reserves related to severance cost:

2019
Beginning of year
Charges
Usage
Other
End of year

$

$

Years Ended December 31,
2018
13
$
22
$
38
5
(31)
(9)
(1)
(5)
19
$
13
$

2017
15
24
(18)
1
22

Note 8. Other Expense, Net

2019
Environmental expense
Honeywell Reimbursement Agreement expense
Other, net

$

$

Years Ended December 31,
2018
$
323
$
108
49
10
(3)
118
$
369
$

2017
281
(2)
279

Refer to Note 19. Commitments and Contingencies for further details on environmental and Honeywell Reimbursement Agreement expense.
Note 9. Income Taxes
Prior to the consummation of the Spin-Off, Resideo’s operating results were included in Honeywell’s various consolidated U.S. federal and state
income tax returns, as well as non-U.S. filings. For the purposes of the Company's Consolidated and Combined Financial Statements for periods prior to the SpinOff, income tax expense and deferred tax balances have been recorded as if the Company filed tax returns on a standalone basis separate from Honeywell. The
Separate Return Method applies the accounting guidance for income taxes to the standalone financial statements as if the Company was a separate taxpayer and a
standalone enterprise prior to the separation from Honeywell.
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Income before taxes

2019
U.S.
Non-U.S.

$
$

Years Ended December 31,
2018
(83)
$
(169)
$
154
273
71
$
104
$

2017
(107)
273
166

Income tax expense (benefit)
Years Ended December 31,
2018

2019
Tax expense (benefit) consists of:
Current:
U.S.
Non-U.S.

$
$

Deferred:
U.S.
Non-U.S.

$

$

2019
The U.S. federal statutory income tax rate is reconciled to our effective income tax rate
as follows:
U.S. federal statutory income tax rate
Impact of foreign operations
U.S. state income taxes
U.S. Tax Reform and related items
Non-deductible indemnification costs
Other non-deductible expenses
U.S taxation of foreign earnings
Tax credits
Change in tax rates
All other items – net (1)

(1)

23
37
60

$

(11)
(14)
(25)
35

$

$

$

(26)
48
22

$

(15)
(308)
(323)
(301)

$

Years Ended December 31,
2018

21.0 %
(10.2)
6.6
28.0
3.5
5.3
(2.6)
1.7
(4.7)
48.6 %

2017

21.0 %
(11.6)
6.4
(385.1)
75.4
6.0
(2.1)
0.6
(289.4) %

215
48
263

$

(6)
303
297
560

$

2017

35.0 %
(30.2)
3.4
273.1
58.8
(1.4)
(1.4)
337.3 %

Prior years adjusted to separately state “Tax Credits”.

The effective tax rate increased in 2019 compared to 2018. The increase in effective tax rate was primarily attributable to tax benefits generated in
2018 related to the internal restructuring of Resideo’s business in advance of its anticipated Spin-Off, currency impacts on withholding taxes on undistributed
foreign earnings, and adjustments to the provisional tax amount related to U.S. Tax Reform, partially offset by decreases in tax expense related to Global Intangible
Low Taxed Income (“GILTI”) and non-deductible expenses.
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The effective tax rate decreased in 2018 compared to 2017. The decrease was primarily attributable to tax benefits attributable to the internal
restructuring of Resideo’s business in advance of its anticipated Spin-Off, adjustments to the provisional tax amount related to U.S. Tax Reform, adjustments to
income tax reserves, partially offset by tax expense related to Global Intangible Low Taxed Income (“GILTI”). The Company’s non-U.S. effective tax rate was
(95.2)%, a decrease compared to 2017. The year-over-year decrease in the non-U.S. effective tax rate was primarily driven by increased tax benefits attributable to
internal restructuring of Resideo’s business and a change in assertion to permanently reinvest unremitted earnings.
Deferred tax assets (liabilities)
The tax effects of temporary differences and tax carryforwards which give rise to future income tax benefits and payables are as follows:
Years Ended December 31,
2019
2018
Deferred tax assets:
Pension
Other asset basis differences
Operating lease liabilities
Accruals and reserves
Net operating and capital losses
Other
Gross deferred tax assets
Valuation allowance
Total deferred tax assets
Deferred tax liabilities:
Other intangible assets
Property, plant and equipment
Operating lease assets
Other
Total deferred tax liabilities
Net deferred tax asset

$

$
$

$

27
70
33
61
32
6
229
(32)
197

$

(42)
(22)
(32)
(12)
(108)
89

$

$

$

25
73
34
31
163
(29)
134
(53)
(16)
(6)
(75)
59

Deferred tax assets:
The Company maintains a valuation allowance of $32 million against a portion of the non-U.S. gross deferred tax assets. The change in valuation
allowance resulted in increases (decreases) of $3 million, ($1) million to tax expense in 2019 and 2018, respectively. In the event the Company determines that it
will not be able to realize its net deferred tax assets in the future, it will reduce such amounts through an increase to tax expense in the period such determination is
made. Conversely, if the Company determines that it will be able to realize net deferred tax assets in excess of the carrying amounts, it will decrease the recorded
valuation allowance through a reduction to tax expense in the period that such determination is made.
The Company has not provided deferred taxes on unremitted earnings of its foreign affiliates that exist at December 31, 2019 as the earnings are
considered permanently reinvested. Accordingly, no deferred taxes have been provided for withholding taxes or other taxes that would result upon repatriation of
our approximately $1.7 billion of undistributed earnings from foreign subsidiaries to the United States. It is impracticable to calculate the tax cost of repatriating our
unremitted earnings which are considered indefinitely reinvested.
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As of December 31, 2019, the Company has federal tax credit carryforwards of $1 million, federal net operating loss carryforwards of $2 million, and
foreign net operating loss carryforwards of $119 million. The federal tax credit carryforwards expire in 2029. The federal net operating loss carryforwards expire in
2027. $113 million of foreign net operating losses can be carried forward indefinitely with the remainder expiring between 2020 and 2029.
Many jurisdictions impose limitations on the timing and utilization of net operating loss carryforwards. In those instances where the net operating loss
or tax credit carryforward will not be utilized in the carryforward period due to the limitation, the deferred tax asset and amount of the carryforward have been
reduced.
As of December 31, 2019, 2018, and 2017 there were $6 million, $2 million, and $20 million of unrecognized tax benefits, respectively, that if
recognized would be recorded as a component of income tax expense. The change in unrecognized tax benefits resulted in increases (decreases) of $4 million, ($18)
million, and $0 million to tax expense in 2019, 2018, and 2017, respectively. The decrease in 2018 was primarily driven by the reclassification of unrecognized tax
benefits attributable to periods prior to the consummation of the Spin-Off to the indemnity payable to Honeywell under the terms of the Tax Matters Agreement.
Unrecognized tax benefits for examinations in progress were $0 million, $ 0 million and $ 7 million, as of December 31, 2019, 2018 and 2017,
respectively. An immaterial amount of estimated interest and penalties related to the underpayment of income taxes is included in the liability for unrecognized tax
benefits, both of which are included as a component of income tax expense in the Consolidated and Combined Statement of Operations. We do not anticipate
significant changes in total unrecognized tax benefits during the next twelve months.
The Company files income tax returns in the United States federal jurisdiction, all states, and various local and foreign jurisdictions. The Company’s
US federal returns are no longer subject to income tax examinations for taxable years before 2015. With limited exception, state, local and foreign income tax
returns for taxable years before 2014 are no longer subject to examination.
On December 22, 2017, the U.S. government enacted U.S. Tax Reform, which included changes to the taxation of foreign earnings by implementing a
dividend exemption system, expansion of the current anti-deferral rules, a minimum tax on low-taxed foreign earnings and new measures to deter base erosion. The
U.S. Tax Reform also included a permanent reduction in the corporate tax rate, repeal of the corporate alternative minimum tax, expensing of capital investment,
and limitation of the deduction for interest expense. Furthermore, as part of the transition to the new tax system, a one-time transition tax was imposed on a U.S.
shareholder’s historical undistributed earnings of foreign affiliates.
As described in the Combined Financial Statements for the year ended December 31, 2017, the Company reasonably estimated certain effects of U.S.
Tax Reform and, therefore, recorded provisional amounts, including the deemed repatriation transition tax and withholding taxes on undistributed earnings. For the
year ended December 31, 2018, the Company recorded an adjustment to the provisional tax amount related to the deemed repatriation transition tax and taxes on
undistributed earnings of $(85.4) million and $(234.7) million, respectively. This adjustment resulted in a decrease to the effective tax rate for the year ended
December 31, 2018 of 307.8%. The adjustment reflects the revised determination of the fair value of assets and liabilities of legal entities included in the
Company’s business. The accounting for the income tax effects of the U.S. Tax Reform was complete as of December 31, 2018.
Note 10. Accounts Receivables—Net
December 31,
2019
Accounts receivables
Allowance for doubtful accounts

$
$

2018
834
(17)
817

$
$

833
(12)
821
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Note 11. Inventories - Net
December 31,
2019
Raw materials
Work in process
Finished products
Inventory reserves

$

2018
154
18
568
(69)
671

$

$

167
34
452
(25)
628

$

The expense related to inventory reserves was $56 million, $10 million and $5 in 2019, 2018 and 2017, respectively.
Note 12. Property, Plant and Equipment—Net
December 31,
2019
Machinery and equipment
Buildings and improvements
Construction in progress
Others

2018
562
260
57
16
895
(579)
316

Accumulated depreciation
$

510
246
64
33
853
(553)
300

$

Depreciation expense was $50 million, $45 million and $57 million in 2019, 2018 and 2017, respectively.
Note 13. Goodwill and Other Intangible Assets—Net
Goodwill as of December 31, 2019 and 2018 for Products & Solutions was $2,004 million and $1,995 million, respectively. The carrying value of
goodwill increased by $10 million due to acquisitions during the year, slightly offset by foreign currency translation adjustments. Goodwill for December 31, 2019
and 2018 for and ADI Global Distribution was $639 million and $638 million, respectively. The decrease relates to foreign currency translation adjustments.
Other intangible assets with finite lives are comprised of:
December 31, 2019
Gross
Carrying
Amount
Patents and technology
Customer relationships
Trademarks
Software

$

$

35
170
9
139
353

Accumulated
Amortization
$
(19)
(106)
(7)
(94)
$
(226)

December 31, 2018
Net
Carrying
Amount
$

$

16
64
2
45
127

Gross
Carrying
Amount
$

$

27
170
9
122
328

Accumulated
Amortization
$
(16)
(95)
(6)
(78)
$
(195)

Net
Carrying
Amount
$

$

11
75
3
44
133

Other intangible assets amortization expense was $30 million, $21 million and $10 million in 2019, 2018 and 2017, respectively. Estimated intangible
asset amortization expense for each of the next five years approximates $27 million in 2020, $24 million in 2021, $18 million in 2022, $13 million in 2023 and $12
million in 2024.
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Note 14. Accrued Liabilities
December 31,
2019
Obligations payable to Honeywell
Taxes payable
Compensation, benefit and other employee-related
Customer rebate reserve
Other (primarily operating expenses)

2018

$

140
66
66
78
202
552

$

$

140
76
73
59
155
503

$

Refer to Note 19. Commitments and Contingencies for further details the Honeywell Reimbursement Agreement expense.
Note 15. Long-term Debt and Credit Agreement
The Company’s debt at December 31, 2019 and December 31, 2018 consisted of the following:
December 31,
2019
6.125% notes due 2026
Five-year variable rate term loan A due 2023
Seven-year variable rate term loan B due 2025
Unamortized deferred financing costs
Total outstanding indebtedness
Less: amounts due within one year
Total long-term debt due after one year

$

$

December 31,
2018

400
333
470
(23)
1,180
22
1,158

$

400
350
475
(24)
1,201
22
1,179

$

Scheduled principal repayments under the Senior Credit Facilities (defined below) and Senior Notes (defined below) subsequent to December 31, 2019
are as follows:
December 31,
2019
2020
2021
2022
2023
2024
Thereafter

$

Amounts due within one year
$

22
40
57
232
5
847
1,203
(22)
1,181

At December 31, 2019 and 2018, the interest rate for the Term Loans (defined below) was 4.36% and 4.49%, respectively. At December 31, 2019,
there were no borrowings and no letters of credit issued under the $350 million Revolving Credit Facility (defined below). The interest expense for the Senior Notes
and Senior Credit Facilities during the year ended December 31, 2019 and 2018 was $69 million and $13 million, respectively, which includes the amortization of
debt issuance cost and debt discounts.
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Senior Notes
In October of 2018, the Company issued $400 million in principal amount of 6.125% senior unsecured notes due in 2026 (the "Senior Notes"). The
Senior Notes are senior unsecured and unsubordinated obligations of Resideo and rank equally with all of Resideo’s existing and future senior unsecured debt and
senior to all of Resideo’s subordinated debt.
Resideo may, at its option, redeem the Senior Notes in whole or part prior to November 1, 2021, at a redemption price equal to 100% of the principal
amount of the Senior Notes redeemed, plus accrued and unpaid interest, if any, plus a “make-whole” premium. On or after November 1, 2021 Resideo may at its
option, redeem the Senior Notes in whole or in part plus accrued and unpaid interest, plus a fixed redemption percentage on the principal amount of the Senior
Notes redeemed of (i) 104.594% if redeemed during the twelve-month period beginning on November 1, 2021 (ii) 103.063% if redeemed during the twelve-month
period beginning on November 1, 2022, (iii) 101.531% if redeemed during the twelve-month period beginning on November 1, 2023, or (iv) 100% if redeemed on
or after November 1, 2024.
Credit Agreement
On October 25, 2018, in connection with the consummation of the Spin-Off, the Company as the borrower, entered into a credit agreement with JP
Morgan Chase Bank N.A. as administrative agent (the “Credit Agreement”).
In October of 2018, the Company incurred substantial indebtedness in the form of a seven-year LIBOR plus 2.25% senior secured first-lien term B loan
facility in an aggregate principal amount of $475 million (the "Term B Facility") and a five-year LIBOR plus 2.25% senior secured first-lien term A loan facility in
an aggregate principal amount of $350 (the "Term A Facility" and, together with the Term B Facility, the “Term Loans” or "Term Loan Facilities”). The Company
is obligated to make quarterly principal payments throughout the term of the Term Loan Facilities according to the amortization provisions in the Credit
Agreement. Borrowings under the Credit Agreement are able to be prepaid at the Company’s option without premium or penalty other than a 1.00% prepayment
premium that may be payable in connection with certain repricing transactions within a certain period of time after the closing date. Amounts repaid or prepaid in
respect of Term Loan Facilities may not be re-borrowed.
In October of 2018, the Company established a five-year senior secured first-lien revolving credit facility to be used for the Company’s working capital
and other cash needs from time to time in an aggregate principal amount of $350 million (the "Revolving Credit Facility" and, together with the Term Loan
Facilities, the "Senior Credit Facilities"). The interest rate on the Revolving Credit Facility borrowings are based on, at the option of the Company, either, (i) the
rate of interest last quoted by The Wall Street Journal as the “prime rate” in the United States, (ii) the greater of the federal funds effective rate and the overnight
bank funding rate, plus 0.75% and (iii) the one month adjusted LIBOR rate, plus 1.25% per annum. If the Company chooses to make a LIBOR borrowing on a one,
two, three or six-month basis, the interest rate will be based on an adjusted LIBOR rate (which shall not be less than zero) based on the interest period for the
borrowing. The applicable margin for the Term B Facility is 2.25% per annum (for LIBOR loans) and 1.25% per annum (for base rate loans). The applicable
margin for each of the Term A Facility and the Revolving Credit Facility varies from 2.25% per annum to 1.75% per annum (for LIBOR loans) and 1.25% to
0.75% per annum (for base rate loans) based on the Company’s leverage ratio. Accordingly, the interest rates for the Senior Credit Facilities will fluctuate during
the term of the Credit Agreement based on changes in the base rate, LIBOR or future changes in our leverage ratio. Interest payments with respect to the
borrowings are required either on a quarterly basis (for base rate loans) or at the end of each interest period (for LIBOR loans) or, if the duration of the applicable
interest period exceeds three months, then every three months. The Revolving Credit Facility has a quarterly commitment fee based on the unused portion, which is
determined by the Company’s leverage ratio and ranges from 0.25% to 0.35% per annum.
The net proceeds from the borrowings under the Credit Agreement and the offering of the Senior Notes were used as part of the financing for the SpinOff. For the year ended December 31, 2018, the Company incurred approximately $16 million in debt issuance costs related to the Term Loans, $5 million in costs
related to the Revolving Credit Facility and $8 million in costs related to the Senior Notes. The debt issuance costs associated with the Term Loans and Senior
Notes were recorded as a reduction of the principal balance of the debt, and the Revolving Credit Facility costs were capitalized in Other assets. The issuance costs
are being amortized through Interest expense for the duration of each respective debt facility.
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The Credit Agreement and Senior Notes contain customary covenants limiting the ability of the Company and its subsidiaries to, among other things,
pay cash dividends, incur debt or liens, redeem or repurchase stock of the Company, enter into transactions with affiliates, make investments, make capital
expenditures, merge or consolidate with others or dispose of assets.
On November 26, 2019, the Company entered into a First Amendment to the Credit Agreement (the “Credit Agreement Amendment”). The Credit
Agreement Amendment amended the Credit Agreement to, among other things: (i) increase the levels of the maximum consolidated total leverage ratio under the
Credit Agreement, to not greater than 5.25 to 1.00 for the quarter ended December 31, 2019, with step-downs to 4.75 to 1.00 starting in the quarter ending
December 31, 2020, 4.25 to 1.00 starting in the quarter ending December 31, 2021, and 3.75 to 1.00 starting in the quarter ending December 31, 2022; (ii) increase
each applicable interest rate margin on loans outstanding after the first amendment effective date by 25 basis points per annum, 2.25% per annum (for LIBOR
loans) and 1.25% per annum (for ABR loans) in respect of the Term B Loan Facility, and based on our leverage ratio, from 2.25% per annum to 1.75% per annum
(for LIBOR loans) and 1.25% to 0.75% per annum (for ABR loans) for the Term A Loan Facility and the Revolving Credit Facility; and (iii) modify the defined
terms “Consolidated EBITDA” and “Pro Forma Basis” set forth in the Credit Agreement. In connection with the Credit Agreement Amendment, the Company
incurred costs of approximately $4 million. The Term Loan costs were recorded as a reduction of the principal balance of the debt and the Revolving Credit Facility
costs were capitalized in Other assets.
As of December 31, 2019, the Company was in compliance with all covenants related to the Credit Agreement and Senior Notes.
Note 16. Leases
As discussed in Note 2, the Company adopted ASU No. 2016-02, Leases (Topic 842), effective January 1, 2019. The Company is party to operating
leases for the majority of its manufacturing sites, offices, engineering and lab sites, stocking locations, warehouses, automobiles, and certain equipment. Certain of
the Company’s real estate leases include variable rental payments which adjust periodically based on inflation, and certain automobile lease agreements include
rental payments which fluctuate based on mileage. Generally, the Company’s lease agreements do not contain any material residual value guarantees or material
restrictive covenants.
The Company’s operating lease costs for the year ended December 31, 2019 consisted of the following:
Year Ended
December 31,
2019
Selling, general & administrative expenses
Cost of goods sold
Total operating lease costs

$

37
16
53

$

Total operating lease costs include variable lease costs of $11 million for the year ended December 31, 2019. Total operating lease costs also include
offsetting sub-lease income which is immaterial for the year ended December 31, 2019.
The Company recognized the following related to its operating leases:

Operating right-of-use assets
Operating lease liabilities - current
Operating lease liabilities - non-current

Financial
Statement
Line Item
Other assets
Accrued liabilities
Other liabilities

At December 31,
2019
$
$
$

137
31
111
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Maturities of the Company’s operating lease liabilities were as follows:
At December 31,
2019
2020
2021
2022
2023
2024
Thereafter
Total lease payments
Less: imputed interest
Present value of operating lease liabilities

$

38
34
30
23
11
30
166
24
142

$

Weighted-average remaining lease term (years)
Weighted-average incremental borrowing rate

6.18
5.77%

Supplemental cash flow information related to the Company’s operating leases was as follows:
Year Ended
December 31,
2019
Operating cash outflows
Operating right-of-use assets obtained in exchange for operating lease liabilities

$
$

35
60

As of December 31, 2019, the Company has additional operating leases that have not yet commenced. Obligations under these leases are not
material. Additionally, as a lessor, the Company leases all or a portion of certain owned properties. Rental income for the year ended December 31, 2019 was not
material.
Note 17. Financial Instruments and Fair Value Measures
Credit and Market Risk—The Company continually monitors the creditworthiness of its customers to which it grants credit terms in the normal course
of business. The terms and conditions of credit sales are designed to mitigate or eliminate concentrations of credit risk with any single customer.
Foreign Currency Risk Management—The Company conducts its business on a multinational basis in a wide variety of foreign currencies. It is
exposed to market risks from changes in currency exchange rates. These exposures may impact future earnings and/or operating cash flows. The exposure to market
risk for changes in foreign currency exchange rates arises from transactions arising from international trade, foreign currency denominated monetary assets and
liabilities, and international financing activities between subsidiaries. The Company relies primarily on natural offsets to address the exposures and may supplement
this approach from time to time by entering into forward and option hedging contracts. As of December 31, 2019, the Company had no forward or hedging
contracts.
Senior Notes and Credit Agreement—As of December 31, 2019, the Company assessed the amount recorded under the Term Loans, the Senior Notes,
and the Revolving Credit Facility and determined such amounts approximated fair value. The fair values of the debt are based on the quoted inactive prices and are
therefore classified as Level 2 within the valuation hierarchy.
The carrying value of cash and cash equivalents, accounts receivables - net, and accounts payables contained in the Consolidated Balance Sheet
approximates fair value.
89

RESIDEO TECHNOLOGIES, INC.
NOTES TO CONSOLIDATED AND COMBINED FINANCIAL STATEMENTS
(Dollars in millions, unless otherwise noted)
Fair Value of Financial Instruments—The FASB’s accounting guidance defines fair value as the price that would be received to sell an asset or paid
to transfer a liability in an orderly transaction between market participants at the measurement date (exit price). The FASB’s guidance classifies the inputs used to
measure fair value into the following hierarchy:
Level 1Quoted prices in active markets for identical assets or liabilities;
Level 2Observable inputs other than the quoted prices in active markets for identical assets and liabilities; and
Level 3Unobservable inputs for which there is little or no market data, which require the Company to develop assumptions of what market participants would
use in pricing the asset or liability.
Financial and non-financial assets and liabilities are classified in their entirety based on the lowest level of input that is significant to the fair value
measurement.
Note 18. Stock-Based Compensation Plans
On October 29, 2018, the Board adopted, and Honeywell, as the Company’s sole shareholder, approved, the 2018 Stock Incentive Plan of Resideo
Technologies, Inc. and its Affiliates and the 2018 Stock Incentive Plan for Non-Employee Directors of Resideo Technologies, Inc. as may be amended from time to
time (together, the “Stock Incentive Plan”). On or about December 21, 2018, the Board adopted the Amended and Restated 2018 Stock Incentive Plan of Resideo
Technologies, Inc. and its Affiliates. The Stock Incentive Plan provides for the grant of stock options, stock appreciation rights, restricted stock units, restricted
stock, other stock-based awards and cash-based awards. The maximum aggregate number of shares of the Company’s common stock that may be issued under
awards granted under the Stock Incentive Plan is 16 million. As of December 31, 2019, 10,705,849 shares of the Company’s common stock were available to be
granted under the Stock Incentive Plan.
Summary of Restricted Stock Unit Activity
Restricted stock unit (“RSU”) awards entitle the holder to receive one share of common stock for each unit when the units vest. RSUs are issued to
certain key employees and to non-employee directors. RSUs typically become fully vested over periods ranging from one to seven years and are payable in Resideo
common stock upon vesting.
Since the Spin-Off on October 29, 2018 through December 31, 2018, the Company granted the following awards:
•
•

•

1,809,644 RSUs were granted to employees of Resideo with four-year vesting periods in accordance with the Stock Incentive Plan
Honeywell stock options, RSUs, and performance-based awards held by certain of the key employees who would otherwise forfeit prior Honeywell
awards as a result of the Spin-Off were issued replacement grants in the amount of 1,411,395 RSUs with substantially the same vesting schedule as the
forfeited awards. Compensation expense for these awards will continue to be recognized ratably over the remaining term of the unvested awards, which
ranged from one to four years as of the date of the Spin-Off.
117,145 RSUs were granted to members of the Board of Directors for annual director compensation with one to four-year vesting periods in accordance
with the Stock Incentive Plan
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The following table summarizes RSU activity related to the Stock Incentive Plan during the year ended December 31, 2019:
RSUs

Non-vested as of January 1, 2019
Granted
Vested
Forfeited
Non-vested as of December 31, 2019

Number of
Restricted
Stock Units
3,338,184
1,607,204
(509,366)
(641,491)
3,794,531

Weighted
Average Grant
Date Fair Value
Per Share
$

24.05
21.83
23.78
24.07
23.14

$

As of December 31, 2019, there was approximately $53 million of total unrecognized compensation cost related to non-vested RSUs granted under the
Stock Incentive Plan, which is expected to be recognized over a weighted-average period of 2.58 years. The fair value of RSUs that vested during the year ended
December 31, 2019 is $11 million. Included in the outstanding RSUs are .3 million performance-based as of December 31, 2019 and the related expense is not
material.
Summary of Stock Option Activity
Stock option awards entitle the holder to purchase shares of common stock at a specific price when the options vest. Stock options vest over three
years from the date of grant and expire seven years from the grant date.
The fair value of stock options was calculated using the following assumptions in the Black-Scholes model:

Expected stock price volatility
Expected term of options
Expected dividend yield
Risk-free interest rate

December 31, 2019
30%-32%
4.5 years
—
2.22% - 2.47%

The aggregate intrinsic value disclosed below represents the total intrinsic value (the difference between the fair market value of the Company's
common stock as of December 31, 2019, and the exercise price, multiplied by the number of in-the-money service-based stock options) that would have been
received by the option holders had all option holders exercised their options on December 31, 2019. This amount is subject to change based on changes to the fair
market value of the Company's common stock.
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The following table summarizes stock option activity related to the Stock Incentive Plan during the year ended December 31, 2019:

Number of
Stock
Options
Stock Options outstanding as of January 1, 2019
Granted
Forfeited
Stock Options outstanding as of December 31, 2019
Vested and expected to vest at December 31, 2019
Exercisable at December 31, 2019

1,155,566
(165,312)
990,254
796,376
17,667

$

Stock Options
Weighted
Weighted
Average
Average
Exercise
Contractual
Price
Life (years)
24.37
24.39
24.36
6
24.36
24.39

$

4
1

Aggregate
Intrinsic
Value
$

-

-

$

Stock options granted during the year ended December 31, 2019 had a weighted average grant date fair value per share of $6.71. As of December 31,
2019, there was approximately $3 million of total unrecognized compensation cost related to non-vested stock options granted under the Stock Incentive Plan,
which is expected to be recognized over a weighted-average period of 2.12 years. No stock options were exercised during the year ended December 31, 2019.
Summary of Stock-Based Compensation
The following table summarizes stock-based compensation expense and the related tax benefits under the Company’s plans:
2019
Stock-based compensation expense before income taxes
Less income tax benefit
Stock-based compensation expense, net of income taxes

$
$

2018
25
(1)
24

$
$

20
(5)
15

Certain share-based compensation expense relates to stock-based awards awarded to key employees of the Company as part of Honeywell’s incentive
compensation plans prior to the Spin-Off. Such share-based compensation expense was $16 million for both the period from January 1, 2018 until October 29, 2018
and the year ended December 31, 2017, of which approximately $6 million and $5 million, respectively, are specifically identifiable to the Company’s employees,
and $10 million, and $11 million, respectively, are attributable to shared employees not specifically identifiable to the Company.
Note 19. Commitments and Contingencies
Environmental Matters
The Company is subject to various federal, state, local and foreign government requirements relating to the protection of the environment. It believes
that, as a general matter, its policies, practices and procedures are properly designed to prevent unreasonable risk of environmental damage and personal injury and
that its handling, manufacture, use and disposal of hazardous substances are in accordance with environmental and safety laws and regulations. The Company has
incurred remedial response and voluntary cleanup costs for site contamination and is a party to lawsuits and claims associated with environmental and safety
matters, including products containing hazardous substances. Additional lawsuits, claims and costs involving environmental matters are likely to continue to arise
in the future.
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With respect to environmental matters involving site contamination, the Company continually conduct s studies, individually or jointly w ith other
potentially responsible parties, to determine the feasibility of various remedial techniques. It is its policy to record appropriate liabilities for environmental matters
when remedial efforts or damage claim payments are probable and the costs can be reasonably estimated. Such liabilities are based on the best estimate of the
undiscounted future costs required to complete the remedial work. The recorded liabilities are adjusted periodically as remediation efforts progress or as additional
technical, regulatory or legal information becomes available. Given the uncertainties regarding the status of laws, regulations, enforcement policies, the impact of
other potentially responsible parties, technology and information related to individual sites, the Company does not believe it is possible to develop an estimate of
the range of reasonably possible environmental loss in excess of our recorded liabilities. The Company expect s to fund expenditures for these matters from
operating cash flow. The timing of cash expenditures depends on a number of factors, including the timing of remedial investigations and feasibility studies, the
timing of litigation and settlements of remediation liability, personal injury and property damage claims, regulatory approval of cleanup projects, remedial
techniques to be utilized and agreements with other parties.
The Company accrues costs related to environmental matters when it is probable that it has incurred a liability related to a contaminated site and the
amount can be reasonably estimated. Environmental-related expenses for sites owned and operated by Resideo are presented within Cost of goods sold for
operating sites in the Consolidated and Combined Statement of Operations. Prior to the Spin-Off, expenses related to Honeywell Sites now under the Honeywell
Reimbursement Agreement were presented within Other expense, net in the Consolidated and Combined Statement of Operations.
The following table summarizes information concerning the recorded liabilities for environmental costs. On October 29, 2018, upon the consummation
of the Spin-Off, certain environmental liabilities became subject to the Honeywell Reimbursement Agreement and were reclassified to Obligations payable to
Honeywell. For additional information, see Honeywell Reimbursement Agreement below.

2019
Beginning of year
Accruals for environmental matters deemed probable and reasonably estimable
Environmental liability payments
Less: Change due to the Honeywell Reimbursement Agreement Payments
Less: Liabilities subject to the Honeywell Reimbursement Agreement Payments
End of year

$

$

Years Ended December 31,
2018
20
$
537
$
2
340
(179)
(86)
(592)
22
$
20
$

2017
453
282
(198)
537

The $86 million change due to the Honeywell Reimbursement Agreement represents a reduction in the estimated liability driven by the terms of
Honeywell Reimbursement Agreement at October 29, 2018. Pursuant to the Honeywell Reimbursement Agreement, the Company is responsible to indemnify
Honeywell in amounts equal to 90% of the environmental-liability payments of certain sites, less 90% of Honeywell’s net insurance receipts relating to such
liabilities, and less 90% of the net proceeds received by Honeywell in connection with (i) affirmative claims relating to such liabilities, (ii) contributions by other
parties relating to such liabilities and (iii) certain property sales. Prior to the Spin-Off our estimated liability for resolution of the same pending and future
environmental-related liabilities was calculated as if it was responsible for 100% of the environmental-liability payments. In addition, prior to the Spin-Off, these
costs were calculated on the gross basis, excluding any insurance receipts or proceeds received by Honeywell.
The Company does not currently possess sufficient information to reasonably estimate the amounts of environmental liabilities to be recorded upon
future completion of studies, litigation or settlements, and neither the timing nor the amount of the ultimate costs associated with environmental matters can be
determined although they could be material to our consolidated and combined results of operations and operating cash flows in the periods recognized or paid.
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Honeywell Reimbursement Agreement
On October 29, 2018, in connection with the Spin-Off, the Company entered into an indemnification and reimbursement agreement with Honeywell
(the “Honeywell Reimbursement Agreement”) pursuant to which the Company has an obligation to make cash payments to Honeywell in amounts equal to 90% of
payments for certain Honeywell environmental-liability payments, which include amounts billed (“payments”), less 90% of Honeywell’s net insurance receipts
relating to such liabilities, and less 90% of the net proceeds received by Honeywell in connection with (i) affirmative claims relating to such liabilities, (ii)
contributions by other parties relating to such liabilities and (iii) certain property sales (the “recoveries”). The amount payable by the Company in respect of such
liabilities arising in respect of any given year is subject to a cap of $140 million (exclusive of any late payment fees up to 5% per annum). The scope of the
Company’s current environmental remediation obligations subject to the Honeywell Reimbursement Agreement relates to approximately 230 sites or groups of
sites that are undergoing environmental remediation under U.S. federal or state law and agency oversight for contamination associated with Honeywell historical
business operations. The ongoing environmental remediation is designed to address contaminants at upland and sediment sites, which include, among others,
metals, organic compounds and polychlorinated biphenyls, through a variety of methods, which include, among others, excavation, capping, in-situ stabilization,
groundwater treatment and dredging. In addition, the Company obligations subject to the Honeywell Reimbursement Agreement will include certain liabilities with
respect to (i) hazardous exposure or toxic tort claims associated with the specified sites that arise after the Spin-Off, if any, (ii) currently unidentified releases of
hazardous substances at or associated with the specified sites, (iii) other environmental claims associated with the specified sites and (iv) consequential damages.
Payments in respect of the liabilities arising in a given year will be made quarterly throughout such year on the basis of an estimate of the liabilities and
recoveries provided by Honeywell. Following the end of any such year, Honeywell will provide the Company with a calculation of the amount of payments and the
recoveries actually received.
Payment amounts under the Honeywell Reimbursement Agreement will be deferred to the extent that a specified event of default has occurred and is
continuing under certain indebtedness, including under the Company’s principal credit agreement, or the payment thereof causes the Company to not be compliant
with certain financial covenants in certain indebtedness, including the Company’s principal credit agreement on a pro forma basis, including the maximum total
leverage ratio (ratio of consolidated debt to consolidated EBITDA, which excludes any amounts owed to Honeywell under the Honeywell Reimbursement
Agreement), and the minimum interest coverage ratio. A 5% late payment fee will accrue on all amounts that are not otherwise entitled to be deferred under the
terms of the Honeywell Reimbursement Agreement, without prejudice to any other rights that Honeywell may have for late payments.
The obligations under the Honeywell Reimbursement Agreement will continue until the earlier of: (1) December 31, 2043; or (2) December 31 of the
third consecutive year during which the annual reimbursement obligation (including in respect of deferred payment amounts) has been less than $25 million.
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The following table summarizes information concerning our Honeywell Reimbursement Agreement liabilities:
Year Ended
December 31,
2019
Beginning of year
Liabilities subject to the Honeywell Reimbursement Agreement payments
Accruals for indemnification liabilities deemed probable and reasonably estimable
Reduction (1)
Indemnification payment
End of year
(1)

$

$

Year Ended
December 31,
2018

616
179
(71)
(139)
585

$

592
49
(25)
616

$

Reduction in indemnification liabilities relates to a provision in the Honeywell Reimbursement Agreement that reduces the obligation due to Honeywell for
any proceeds received by Honeywell from a property sale of a site under the agreement.
Honeywell Reimbursement Agreement liabilities are included in the following balance sheet accounts:
Year Ended
December 31,
2019

Accrued liabilities
Obligations payable to Honeywell

$
$

Year Ended
December 31,
2018
140
445
585

$
$

140
476
616

The Company does not currently possess sufficient information to reasonably estimate the amounts of indemnification liabilities to be recorded upon
future completion of studies, litigation or settlements, and neither the timing nor the amount of the ultimate costs associated with environmental matters can be
determined although they could be material to our consolidated and combined results of operations and operating cash flows in the periods recognized or paid.
Independent of the Company’s payments under the Honeywell Reimbursement Agreement, the Company will have ongoing liability for certain
environmental claims which are part of the Company’s going forward business.
Tax Matters Agreement
In connection with the Spin-Off, the Company entered into a tax matters agreement (the “Tax Matters Agreement”) with Honeywell pursuant to which
it is responsible and will indemnify Honeywell for all taxes, including income taxes, sales taxes, VAT and payroll taxes, relating to the business for all periods,
including periods prior to the consummation of the Spin-Off. In addition, the Tax Matters Agreement addresses the allocation of liability for taxes that are incurred
as a result of restructuring activities undertaken to effectuate the Spin-Off.
In addition, the Tax Matters Agreement provides that the Company is required to indemnify Honeywell for any taxes (and reasonable expenses)
resulting from the failure of the Spin-Off and related internal transactions to qualify for their intended tax treatment under U.S. federal, state and local income tax
law, as well as foreign tax law, where such taxes result from (a) breaches of covenants and representations it makes and agrees to in connection with the Spin-Off,
(b) the application of certain provisions of U.S. federal income tax law to these transactions or (c) any other action or omission (other than actions expressly
required or permitted by the Separation and Distribution Agreement, the Tax Matters Agreement or other ancillary agreements) the Company takes after the
consummation of the Spin-Off that gives rise to these taxes.
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The Tax Matters Agreement imposes certain restrictions on us and our subsidiaries (including restrictions on share issuances, redemptions or
repurchases, business combinations, sales of assets and similar transactions) that are designed to address compliance with Section 355 of the Internal Revenue Code
of 1986, as amended, and are intended to preserve the tax-free nature of the Spin-Off. Under the Tax Matters Agreement, these restrictions will apply for two years
following the consummation of the Spin-Off, unless Honeywell gives its consent for us to take a restricted action, which it is permitted to grant or withhold at its
sole discretion. Even if Honeywell does consent to our taking an otherwise restricted action, the Company will remain liable to indemnify Honeywell in the event
such restricted action gives rise to an otherwise indemnifiable liability. These restrictions may limit the Company’s ability to pursue strategic transactions or engage
in new businesses or other transactions that may maximize the value of its business and might discourage or delay a strategic transaction that stockholders may
consider favorable.
As of December 31, 2019, and 2018, the Company has indemnified Honeywell for future tax payments of $149 million and $153 million, which is
included in Obligations payable to Honeywell.
Trademark Agreement
The Company and Honeywell entered into a 40-year Trademark License Agreement (the “Trademark Agreement”) that authorizes the Company’s use
of certain licensed trademarks in the operation of Resideo’s business for the advertising, sale and distribution of certain licensed products. In exchange, the
Company will pay a royalty fee of 1.5% on net revenue to Honeywell related to such licensed products which is recorded in Selling, general and administrative
expense on the Consolidated and Combined Statement of Operations. For the period ended December 31, 2019 and 2018, royalty fees were $27 million and $4
million, net of a one-time credit of $2 million received in December 31, 2018 for inventory on hand as of the Spin-Off, respectively.
Other Matters
The Company is subject to other lawsuits, investigations and disputes arising out of the conduct of its business, including matters relating to
commercial transactions, government contracts, product liability, prior acquisitions and divestitures, employee matters, intellectual property, and environmental,
health and safety matters. The Company recognizes a liability for any contingency that is probable of occurrence and reasonably estimable. The Company
continually assesses the likelihood of adverse judgments of outcomes in these matters, as well as potential ranges of possible losses (taking into consideration any
insurance recoveries), based on a careful analysis of each matter with the assistance of outside legal counsel and, if applicable, other experts. The Company
recorded legal expense of $21 million for year the ended December 31, 2019. Prior to the Spin-off, legal expenses were paid by Honeywell and then allocated to the
Company as part of a corporate expense allocation that did not separately identify the specific expenses. As of December 31, 2019 and 2018, the Company had a
legal reserve of $8 million and $7 million, respectively.
The Company is involved in the class action suites as described below:
Between November 8, 2019 and January 7, 2020, four separate purported class action complaints alleging violations of the federal securities laws were
filed against the Company, the Company’s CEO Michael Nefkens, and the Company’s former CFO Joseph Ragan, in the United States District Court for the
District of Minnesota (the “Minnesota Court”).
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On November 8, 2019, the St. Clair County Employees’ Retirement System filed a purported class action complaint in the Minnesota Court styled St.
Clair County Employees’ Retirement System v. Resideo Technologies, et. al, 19-cv-02863 (D. Minn Nov. 8, 2020) (the “St. Clair Action”). The St. Clair Action
purports to assert claims on behalf of a class of persons who purchased the Company’s stock between October 29, 2018 and October 22, 2019. It claims that the
Company, Mr. Nefkens, and Mr. Ragan made false and misleading statements regarding among other things, the Company’s performance, the efficiency of its
supply chain, and that it was ahead of schedule in resolving operational and administrative issues resulting from the Spin-Off. It alleges that the Company’s
financial guidance lacked a reasonable basis and the Company was not on track to make its 2019 earnings guidance. The St. Clair Action asserts claims under
section 10b-5 and section 20 of the Exchange Act.
On November 12, 2019, the Hollywood Firefighters’ Pension Fund filed a purported class action complaint in the Minnesota Court styled Hollywood
Firefighters’ Pension Fund v. Resideo Technologies, et. al, 19-cv-2889 (D. Minn Nov. 12, 2019) (the “Hollywood Action”). The Hollywood Action contains
similar allegations and claims to those set forth in the St. Clair Action and purports to be asserted on behalf of a plaintiff class that purchased Company stock
between October 10, 2018 and October 22, 2019.
On December 20, 2019, the Frampton Living Trust filed a purported class action complaint in the Minnesota Court styled Frampton Living Trust v.
Resideo Technologies, et. al, 19-cv-3133 (D. Minn Dec. 20, 2019) (the “Frampton Action”). The Frampton Action contains similar allegations and claims to those
set forth in the previous complaints and purports to be asserted on behalf of a plaintiff class that purchased Company stock between October 10, 2018 and October
22, 2019.
On January 7, 2020, a group of institutional investors, including the Gabelli Asset Fund, filed a purported class action complaint in the Minnesota
Court styled The Gabelli Asset Fund, et. al v. Resideo Technologies, et. al, 20-cv-00094 (D. Minn Jan. 7, 2020) (the “Gabelli Action”). The Gabelli Action
contains similar allegations and claims to those set forth in the previous complaints and purports to be asserted on behalf of a plaintiff class that purchased
Company stock between October 15, 2018 and October 22, 2019. The Gabelli Action also asserts purported claims based on Honeywell’s pre-spin conduct and
statements and names Honeywell as a defendant.
On January 27, 2020, the Minnesota Court granted an order on a stipulation addressing the various motions for consolidation and appointment of lead
plaintiff and lead counsel in the pending actions. By this ruling, the court consolidated the pending actions into a single proceeding styled In re Resideo
Technologies, Inc. Securities Litigation, 19-cv-02889. The court also appointed co-lead plaintiffs and co-lead plaintiffs’ counsel. The lead plaintiffs’ deadline to
file an amended, consolidated complaint is March 27, 2020.
Warranties and Guarantees
In the normal course of business, the Company issues product warranties and product performance guarantees. It accrues for the estimated cost of
product warranties and performance guarantees based on contract terms and historical experience at the time of sale. Adjustments to initial obligations for
warranties and guarantees are made as changes to the obligations become reasonably estimable. Product warranties and product performance guarantees are
included in Accrued liabilities. The following table summarizes information concerning recorded obligations for product warranties and product performance
guarantees.

2019
Beginning of year
Accruals for warranties/guarantees issued during the year
Adjustment of pre-existing warranties/guarantees
Settlement of warranty/guarantee claims
End of year

$

$

Years Ended December 31,
2018
26
$
17
$
15
17
(1)
(16)
(7)
25
$
26
$

2017
24
10
(4)
(13)
17
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Purchase Commitments
The Company’s unconditional purchase obligations include purchase commitments with suppliers and other obligations entered in to during the normal
course of business regarding the purchase of goods and services. For the year ended December 31, 2019, purchases related to these obligations were $343
million. Purchases under these obligations were not material for the years ended December 31, 2018 and 2017. As of December 31, 2019, our estimated minimum
obligations associated with unconditional purchase obligations, which are not recognized in our Consolidated Balance Sheet, were $286 million in 2020, $252
million in 2021, $8 million in 2022, $6 million in 2023 and $2 million in 2024.
Note 20. Pension
Prior to the Spin-Off, certain of Resideo’s employees participated in multiple U.S. and non-U.S. defined benefit pension plans (the “Shared Plans”)
sponsored by Honeywell, which includes participants from other Honeywell subsidiaries and operations. The Company accounted for participation in the Shared
Plans as if the Shared Plans were a multiemployer benefit plan. Accordingly, it did not record an asset or liability to recognize the funded status of the Shared Plans.
The related pension expense was allocated based on annual service cost of active participants and reported within Costs of goods sold and Selling,
general and administrative expenses in the Consolidated and Combined Statement of Operations. The pension expense related to participation in the Shared Plans
for the period from January 1, 2018 until October 29, 2018 and the year ended December 31, 2017 was $11 million and $16 million, respectively.
As of the date of separation from Honeywell, these employees’ and certain former Honeywell employees’ entitlement to benefits in Honeywell’s plans
were transferred to Resideo sponsored plans.
The Resideo defined benefit pension plans have substantially similar benefit formulas as the Honeywell defined benefit pension plans. Moreover,
vesting service, benefit accrual service and compensation credited under the Honeywell defined benefit pension plans apply to the determination of pension benefits
under the Resideo defined benefit pension plan.
The Company sponsors multiple funded and unfunded U.S. and non-U.S. defined benefit pension plans. Pension benefits for many of its U.S.
employees are provided through non-contributory, qualified and non-qualified defined benefit plans. It also sponsors defined benefit pension plans which cover
non-U.S. employees who are not U.S. citizens, in certain jurisdictions, principally Germany, Austria, Belgium, France, India, Switzerland, and the Netherlands.
98

RESIDEO TECHNOLOGIES, INC.
NOTES TO CONSOLIDATED AND COMBINED FINANCIAL STATEMENTS
(Dollars in millions, unless otherwise noted)
The following tables summarize the balance sheet impact, including the benefit obligations, assets and funded status associated with the pension plans.
U.S. Plans
2019
Change in benefit obligation:
Benefit obligation at beginning of year (1)
Service cost
Interest cost
Actuarial losses (gains)
Net benefits paid
Other
Benefit obligation at end of year
Change in plan assets:
Fair value of plan assets at beginning of year (1)
Actual return (loss) on plan assets
Contributions
Net benefits paid
Other
Fair value of plan assets at end of year
Funded status of plans (non-current)
(1)

$

286
5
13
51
(13)
2
344
274
70
(13)
331
(13)

$

Non-U.S. Plans
2019
2018

2018
$

279
1
2
5
(1)
286
279
(4)
(1)
274
(12)

$

$

93
5
2
27
10
137
20
2
2
(2)
5
27
(110)

$

$

$

95
1
(3)
93
20
20
(73)

2018 "Beginning of year" is the Spin-Off date, October 29, 2018.
Amounts recognized in Accumulated other comprehensive (income) loss associated with pension plans at December 31, 2019 and 2018 are as follows:
U.S. Plans

Prior service credit
Net actuarial loss
Net amount recognized
(1)

$
$

Non-U.S. Plans
2018 (1)

2018 (1)

2019
(3)
12
9

$
$

2019
(4)
16
12

$
$

13
13

$
$

5
5

2018 begins at the Spin-Off date, October 29, 2018. 2017 activity was recognized under the Shared Plans.
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The components of net periodic benefit cost and other amounts recognized in Comprehensive (income) loss for pension plans include the following
components:
U.S. Plans
Net Periodic Benefit Cost
Service cost
Interest cost
Expected return on plan assets
Amortization of prior service credit
Actuarial losses
Other
Net periodic benefit cost
(1)

$

5
13
(16)
(1)
1
2

$

Non-U.S. Plans
2018 (1)

2019

2018 (1)

2019

$

1
2
(3)
-

$

$

5
2
(1)
16
2
24

$

$

1
1

$

2018 begins at the Spin-Off date, October 29, 2018. 2017 activity was recognized under the Shared Plans.

The components of net periodic benefit cost other than the service cost are included in Other expense, Net in the Consolidated and Combined
Statement of Operations for the years ended December 31, 2019 and 2018.
U.S. Plans
Other Changes in Plan Assets and Benefits Obligations Recognized in Other
Comprehensive (Income) Loss
Actuarial (gains) losses
Actuarial gains recognized during the year
Total recognized in other comprehensive loss (income)
Total recognized in net periodic benefit cost and other comprehensive income
(loss)
(1)

Non-U.S. Plans
2018 (1)

2019

$

(3)
(3)

$

(1)

2018 (1)

2019

$

12
12

$

12

$

25
(17)
8

$

(3)
(3)

$

32

$

(2)

2018 begins at the Spin-Off date, October 29, 2018. 2017 activity was recognized under the Shared Plans.

The estimated prior service (credit) for pension benefits that will be amortized from Accumulated other comprehensive (income) loss into net periodic
benefit (income) cost in 2020 are expected to be $(1) million and $0 million for U.S. and non-U.S. pension plans, respectively.
Significant actuarial assumptions used in determining the benefit obligations and net periodic benefit (income) cost for benefit plans are presented in
the following table as weighted averages.
U.S. Plans
2019
Actuarial assumptions used to determine benefit obligations as of December 31:
Discount rate
Expected annual rate of compensation increase
Actuarial assumptions used to determine net periodic benefit cost for the twelve
months ended December 31, 2019 and two months ended December 31, 2018:
Discount rate - benefit obligation
Expected rate of return on plan assets
Expected annual rate of compensation increase

Non-U.S. Plans
2019
2018

2018
3.3%
3.4%

4.5%
3.4%

1.1%
2.4%

1.9%
2.3%

4.5%
5.7%
3.4%

4.5%
5.7%
3.4%

2.0%
2.8%
2.4%

1.9%
3.3%
2.3%
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The discount rate for the U.S. pension plans reflects the current rate at which the associated liabilities could be settled at the measurement date of
December 31. To determine discount rates for the U.S. pension plans, the Company uses a modeling process that involves matching the expected cash outflows of
its benefit plans to a yield curve constructed from a portfolio of high-quality, fixed income debt instruments. The Company uses the single weighted-average yield
of this hypothetical portfolio as a discount rate benchmark.
The expected rate of return on U.S. plan assets of 5.7% is a long-term rate based on historical plan asset returns over varying long-term periods
combined with current market conditions and broad asset mix considerations. The Company reviews the expected rate of return on an annual basis and revises it as
appropriate.
For non-U.S. benefit plans, actuarial assumptions reflect economic and market factors relevant to each country.
The following amounts relate to pension plans with accumulated benefit obligations exceeding the fair value of plan assets.
December 31,
U.S. Plans
2019
Projected benefit obligation
Accumulated benefit obligation
Fair value of plan assets

$
$
$

2018
344
332
331

$
$
$

286
281
274

$
$
$

Non-U.S. Plans
2019
2018
137 $
116 $
27 $

93
80
20

The Company utilized a third-party investment management firm to serve as its Outsourced Chief Investment Officer; however, the Company has
appointed an internal fiduciary committee that monitors adherence to the investment guidelines the firm will follow.
The Company employs an investment approach whereby a mix of equities and fixed income investments are used to maximize the long-term return of
plan assets for a prudent level of risk. Risk tolerance is established through careful consideration of plan liabilities and plan funded status. The investment portfolio
contains a diversified blend of equity and fixed income investments. Furthermore, equity investments are diversified across U.S. and non-U.S. stocks, as well as
growth, value and small and large capitalizations. Other assets such as real estate and hedge funds may be used to improve portfolio diversification.
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The non-U.S. investment policies are different for each country as local regulations, funding requirements, and financial and tax considerations are part
of the funding and investment allocation process in each country.
A majority of the U.S. pension plan assets as of December 31, 2019 do not have published pricing and are valued using Net Asset Value (“NAV”)
which approximates fair value. NAV by asset category and fair value by asset category are as follows for December 31, 2019 and 2018:
U.S. Plans
2019
Total
NAV
Level 1
Level 2
Level 3
Cash
$
4 $
- $
4 $
- $
Short-term investments
Equity
100
100
Investment funds
15
15
U.S. treasury obligations
132
132
Government bonds
32
32
Corporate bonds
16
16
Real estate / property
32
32
Total assets at fair value
$
331 $
327 $
4 $
- $
The fair values of the non-U.S. pension plan assets as by asset category are as follows:

Total
-

$

$

12
119
143
274

Level 1
$
12
119
143
$
274

2018
Level 2
$
$
-

Level 3
$
$
-

Non-U.S. Plans
Total
Equity
Short-term investments
Government bonds
Corporate bonds
Insurance contracts
Other
Total assets at fair value

$

$

1
1
1
8
16
27

December 31, 2019
Level 1
Level 2
$
1 $
$
1 $

Level 3
1
1
2

$

$

8
16
24

Total
$

$

6
4
1
2
6
1
20

December 31, 2018
Level 1
Level 2
$
6 $
4
1
2
1
$
14 $

Level 3
-

$

$

6
6

The following table summarizes changes in the fair value of Level 3 assets for Non-U.S. plans:
Non-U.S. Plans
Balance at October 29, 2018
Return on plan assets
Purchases, sales and settlements, net
Balance at December 31, 2018
Return on plan assets
Purchases, sales and settlements, net
Other
Balance at December 31, 2019

$

$

5
1
6
2
15
1
24
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Excluding assets valued using NAV, Cash, Short-term Investments, Equity along with our Government Bonds and Corporate bonds held as of
December 31, 2018 are valued at the closing price reported in the active market in which the individual securities are traded. Corporate Bonds and Government
Bonds held as of December 31, 2019 are valued either by using pricing models, bids provided by brokers or dealers, quoted prices of securities with similar
characteristics or discounted cash flows and as such include adjustments for certain risks that may not be observable such as credit and liquidity risks. Other
investments as of December 31, 2019 and Insurance Contracts are classified as Level 3 as there are neither quoted prices nor other observable inputs for pricing.
Insurance Contracts are issued by insurance companies and are valued at cash surrender value, which approximates the contract fair value. Other investments
consist of a collective pension foundation that is valued and allocated by the plan administrator.
The Company utilizes the services of retirement and investment consultants to actively manage the assets of our pension plans. The Company has
established asset allocation targets and investment guidelines based on the guidance of the consultants. The Company’s target allocations are 50% fixed income
investments, 30% global equity investments, 10% global real estate investments and 10% cash and other investments.
The Company’s general funding policy for qualified defined benefit pension plans is to contribute amounts at least sufficient to satisfy regulatory
funding standards. In 2019, it was not required to make contributions to the U.S. pension plans and no contributions were made. There is no requirement to make
any contributions to the U.S. pension plans in 2020. In 2019, contributions of $2 million were made to the non-U.S. pension plans to satisfy regulatory funding
requirements. In 2020, the Company expects to make contributions of cash and/or marketable securities of approximately $2 million to the non-U.S. pension plans
to satisfy regulatory funding standards. Contributions for both the U.S. and non-U.S. pension plans do not reflect benefits paid directly from Company assets.
Benefit payments, including amounts to be paid from Company assets, and reflecting expected future service, as appropriate, are expected to be paid as
follows:
U.S. Plans
2020
2021
2022
2023
2024
2025-2029

$
$
$
$
$
$

Non-U.S. Plans
18
19
19
22
23
112

$
$
$
$
$
$

2
2
2
2
3
19

Note 21. Segment Financial Data
The Company globally manages its business operations through two reportable operating segments, Products & Solutions and ADI Global Distribution:
Products & Solutions—The Products & Solutions business is a leading global provider of products, software solutions and technologies that help
homeowners stay connected and in control of their comfort, security and energy use.
ADI Global Distribution—The ADI Global Distribution business is a leading global distributor of low-voltage electronic and security products.
Segment information is consistent with how management reviews the businesses, makes investing and resource allocation decisions and assesses
operating performance.
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Prior to the first quarter of 2019, the Company’s Chief Operating Decision Maker (“CODM”) managed and evaluated its segment performance based
on segment profit defined as segment income (loss) before taxes excluding Other expense, net (primarily environmental cost now subject to the Honeywell
Reimbursement Agreement), interest expense, pension expense, environmental expense related to Resideo’s owned sites and restructuring charges. Beginning in
the first quarter of 2019, the Company’s CODM changed the way segment performance is evaluated by making financial decisions and allocating resources based
on Segment Adjusted EBITDA. Segment Adjusted EBITDA is defined as segment net income before income taxes, net interest (income) expense, depreciation and
amortization plus environmental expense, Honeywell Reimbursement Agreement expense, stock compensation expense, restructuring charges, other expense, net
and other costs not directly relating to future ongoing business of the segments, such as Spin-Off related costs, and consulting fees relating to restructuring
programs. adjustments. All periods have been adjusted to present the new measure of segment income.

2019
Revenue
Total Products & Solutions revenue
Less: Intersegment revenue
External Products & Solutions revenue
External ADI Global Distribution revenue
Total revenue

$

2,487
312
2,175
2,813
4,988

$

2019
Segment Adjusted EBITDA
Products & Solutions
ADI Global Distribution
Total

$
$

$

$

2,474
305
2,169
2,658
4,827

$
$

460
164
624

$
$

73
8
81

2017

$

2,379
337
2,042
2,477
4,519

$

2017

$

409
143
552

$

Years Ended December 31,
2018
88
7
95

$

$

Years Ended December 31,
2018
314
188
502

2019
Capital expenditures
Products & Solutions
ADI Global Distribution
Total

Years Ended December 31,
2018

2017

$

44
7
51

$

The table below provides a reconciliation of net income to Segment Adjusted EBITDA:

2019
Net income (loss)
Net interest expense (income) (1)
Tax expense (benefit)
Depreciation and amortization
Environmental expense (2)
Honeywell Reimbursement Agreement expense (3)
Stock compensation expense (4)
Restructuring charges
Other (5)
Segment Adjusted EBITDA

$

$

Years Ended December 31,
2018
36
$
405
$
66
13
35
(301)
80
66
2
340
108
49
25
20
37
5
113
27
502
$
624
$

2017
(394)
(3)
560
67
282
16
23
1
552
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(1)
(2)
(3)
(4)
(5)

For the year ended December 31, 2019, 2018, and 2017 interest expense was $69 million, $20 million and $- million net of interest income of $3 million, $7
million, and $3 million, respectively.
Represents current environmental expense for Resideo’s owned sites as well as pre-Spin-Off historical environmental expenses as reported under 100%
carryover basis for sites now covered under the Honeywell Reimbursement Agreement
Represents recorded expenses related to the Honeywell Reimbursement Agreement.
Stock compensation expense adjustment includes only non-cash expenses.
For the year ended December 31, 2019, represents $80 million in costs directly related to the Spin-Off, $20 million related to developments on legal claims
that arose prior to the Spin-Off and consulting fees related to restructuring programs, and $13 million in non-operating expense adjustment which excludes
net interest (income). For the year ended December 31, 2018, represents $23 million in costs directly related to the Spin-Off, and $4 million in non-operating
(income) expense adjustment which excludes net interest (income). For the year ended December 31, 2017, represents $1 million in non-operating (income)
expense adjustment which excludes net interest (income).

The Company’s CODM does not use segment assets information to allocate resources or to assess performance of the segments and therefore, total
segment assets have not been disclosed.
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Note 22. Geographic Areas—Financial Data

United States
Europe
Other International

$

$
(1)
(2)

Net Revenue (1)
Years Ended December 31,
2019
2018
2017
3,423 $
3,289 $
3,074
1,117
1,138
1,063
448
400
382
4,988 $
4,827 $
4,519

$

$

Long-lived Assets (2)
December 31,
2019
2018
2017
186 $
184 $
162
103
91
82
27
25
21
316 $
300 $
265

Revenue between geographic areas approximate market and is not significant. Net revenue is classified according to their country of origin. Included in
United States net revenue are export sales of $27 million, $31 million and $29 million in 2019, 2018 and 2017, respectively.
Long-lived assets are comprised of property, plant and equipment—net.

Note 23. Unaudited Quarterly Financial Information
The following tables show selected unaudited quarterly results of operations for 2019 and 2018. The quarterly data have been prepared on the same
basis as the audited annual financial statements and include all adjustments, which include only normal recurring adjustments, necessary for the fair statement of
the results of operations for these periods.
2019

Net Revenue
Gross Profit
Net Income (loss)
Earnings (loss) per share -basic
Earnings (loss) per share - diluted

March 31
$
1,216
313
48
0.39
0.39

June 30
$
1,242 $
296
(11)
(0.09)
(0.09)

September 30
1,226
289
8
0.07
0.06

$

December 31
1,304 $
292
(9)
(0.07)
(0.07)

Year Ended
December 31,
4,988
1,190
36
0.29
0.29

December 31
1,266
330
16
0.13
0.13

Year Ended
December 31,
4,827
1,366
405
3.31
3.30

2018

Net Revenue
Gross Profit
Net Income
Earnings per share - basic (a)
Earnings per share - diluted (a)
(a)
(b)

March 31
$
1,165
343
45
0.37
0.37

June 30
$
1,196
346
33
0.27
0.27

September 30 (b)
$
1,200
347
311
2.54
2.54

$

$

On October 29, 2018, the date of the Spin-Off, 122,498,794 shares of the Company's Common Stock were distributed to Honeywell stockholders of record as
of October 16, 2018. Basic and Diluted EPS for all periods prior to the Spin-Off reflect the number of distributed shares, or 122,498,794 shares.
Basic and diluted EPS for the three months ended September 30, 2018 has been revised from the third quarter 10-Q to correctly reflect the exclusion of
467,764 treasury shares received by Resideo as part of the Spin-Off. This increased earnings per share by $0.01 and $0.02 for the three and nine months
ended September 30, 2018, respectively.
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Item 9.

Changes in and Disagreements with Accountants on Accounting and Financial Disclosure
Not Applicable.

Item 9A.

Controls and Procedures

Evaluation of Disclosure Controls and Procedures
We maintain a system of disclosure controls and procedures designed to give reasonable assurance that information required to be disclosed in the
Company’s reports filed or submitted under the Securities Exchange Act of 1934, as amended (the “Exchange Act”), is recorded, processed, summarized and
reported within the time periods specified in the rules and forms of the SEC and that such information is accumulated and communicated to management to allow
timely decisions regarding required disclosures.
Management recognizes that any disclosure controls and procedures, no matter how well designed and operated, can provide only reasonable assurance
of achieving their objectives. Because there are inherent limitations in all control systems, no evaluation of controls can provide absolute assurance that all control
issues and instances of fraud have been or will be detected.
Our Chief Executive Officer and Interim Chief Financial Officer, with the assistance of other members of our management, conducted an evaluation of
the effectiveness of the Company’s disclosure controls and procedures (as such term is defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act) as of the
end of the period covered by this Annual Report on Form 10-K. Based upon such evaluation, our Chief Executive Officer and Interim Chief Financial Officer have
concluded that our disclosure controls and procedures are effective at a reasonable assurance level as of the end of the period covered by this Annual Report on
Form 10-K.
Management’s Report on Internal Control over Financial Reporting
The Company’s management is responsible for establishing and maintaining adequate internal control over financial reporting and for its assessment of
the effectiveness of internal control over financial reporting as defined in Rules 13a-15(f) and 15d-15(f) under the Exchange Act. The Company’s internal control
over financial reporting is a process designed to provide reasonable assurance to our management and board of directors regarding the reliability of financial
reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting principles.
Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements.
Management assessed the effectiveness of the Company’s internal control over financial reporting as of December 31, 2019. In making this
assessment, management used the criteria set forth by the Committee of Sponsoring Organizations of the Treadway Commission (COSO) in Internal Control—
Integrated Framework (2013).
Based on this assessment, management determined that the Company maintained effective internal control over financial reporting as of December 31,
2019.
The effectiveness of the Company’s internal control over financial reporting as of December 31, 2019 has been audited by Deloitte & Touche LLP, an
independent registered public accounting firm, as stated in their report which is included in Item 8. Financial Statements and Supplementary Data.
Changes in Internal Control Over Financial Reporting
There was no change in our internal control over financial reporting that occurred during the quarter ended December 31, 2019 that has materially
affected, or is reasonably likely to materially affect, our internal control over financial reporting. We have implemented, and continue to refine, internal controls
and key system functionality to enable the preparation of financial information related to the new lease standard (ASU No. 2016-02) upon adoption on January 1,
2019. There were no significant changes to our internal control over financial reporting due to the adoption of the new lease standard.
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Item 9B.

Other Information
None.
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PART III.
Item 10.

Directors, Executive Officers and Corporate Governance

The information required by this item will be included in our Proxy Statement to be filed pursuant to Regulation 14A within 120 days after our year
ended December 31, 2019 in connection with our 2020 Annual Meeting of Stockholders, or the 2020 Proxy Statement, and is incorporated herein by reference.
Item 11.

Executive Compensation

Information relating to executive compensation is contained in the Proxy Statement referred to above in Item 10. Directors, Executive Officers and
Corporate Governance, and such information is incorporated herein by reference.
Item 12.

Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters

Information relating to certain beneficial ownership of certain stockholders and management, as well as certain other information required by this Item
12, will be contained in the Proxy Statement referred to above in Item 10. Directors, Executive Officers and Corporate Governance, and such information is
incorporated herein by reference.
Item 13.

Certain Relationships and Related Transactions, and Director Independence

Information relating to certain relationships and related transactions, as required by this Item 13, will be contained in the Proxy Statement referred to
above in Item 10. Directors, Executive Officers and Corporate Governance, and such information is incorporated herein by reference.
Item 14.

Principal Accounting Fees and Services

Information relating to fees paid to and services performed by Deloitte & Touche LLP and our Audit Committee’s pre-approval policies and
procedures with respect to non-audit services are contained in the Proxy Statement referred to above in Item 10. Directors, Executive Officers and Corporate
Governance, and such information is incorporated herein by reference.
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PART IV.
Item 15.

Exhibits, Financial Statement Schedules

(a)(1) Financial Statements
The consolidated and combined financial statements and related notes, together with the report of Deloitte & Touche LLP, Independent Registered
Public Accounting Firm, appear in Part II Item 8. Financial Statements and Supplementary Data of this Form 10-K.
(a)(2) Financial Statements Schedules
All schedules have been omitted because they are not required or because the required information is given in the Consolidated and Combined
Financial Statements or Notes thereto.
(a)(3) Exhibits
The Exhibits listed below on the Exhibit Index are filed or incorporated by reference as part of this Form 10-K.
EXHIBIT INDEX
Exhibit
Number

Exhibit Description

2.1

Indemnification and Reimbursement Agreement, dated October 14, 2018, between New HAPI Inc. and Honeywell International Inc. (this
Agreement has been updated to include exhibits thereto) (filed herewith)

2.2

Separation and Distribution Agreement, dated October 19, 2018, between Honeywell International Inc. and Resideo Technologies, Inc.*
(incorporated by reference to Exhibit 2.1 to Resideo’s Form 8-K filed on October 19, 2018, File No. 001-38635)

2.3

Transition Services Agreement, dated October 19, 2018, between Honeywell International Inc. and Ademco Inc., a subsidiary of Resideo
Technologies, Inc.* (incorporated by reference to Exhibit 2.2 to Resideo’s Form 8-K filed on October 19, 2018, File No. 001-38635)

2.4

Tax Matters Agreement, dated October 19, 2018, between Honeywell International Inc. and Resideo Technologies, Inc.* (incorporated by
reference to Exhibit 2.3 to Resideo’s Form 8-K filed on October 19, 2018, File No. 001-38635)

2.5

Employee Matters Agreement, dated October 19, 2018, between Honeywell International Inc. and Resideo Technologies, Inc.* (incorporated by
reference to Exhibit 2.4 to Resideo’s Form 8-K filed on October 19, 2018, File No. 001-38635)

2.6

Patent Cross-License Agreement, dated October 19, 2018, between Honeywell International Inc. and Resideo Technologies, Inc.* (incorporated
by reference to Exhibit 2.5 to Resideo’s Form 8-K filed on October 19, 2018, File No. 001-38635)

2.7

Trademark License Agreement, dated October 19, 2018, between Honeywell International Inc. and Resideo Technologies, Inc.* (incorporated
by reference to Exhibit 2.6 to Resideo’s Form 8-K filed on October 19, 2018, File No. 001-38635)

3.1

Amended and Restated Certificate of Incorporation of Resideo Technologies, Inc. (incorporated by reference to Exhibit 3.1 to Resideo’s Form
8-K filed on October 29, 2018, File No. 001-38635)

3.2

Amended and Restated By-laws of Resideo Technologies, Inc. (incorporated by reference to Exhibit 3.2 to Resideo’s Form 8-K filed on
October 29, 2018, File No. 001-38635)
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4.1

Description of Securities of Registrant (filed herewith)

4.2

Indenture, dated as of October 19, 2018, among Resideo Funding Inc., Resideo Technologies, Inc., the other guarantors named therein, and
Deutsche Bank Trust Company Americas, as trustee. (incorporated by reference to Exhibit 4.1 to Resideo’s Form 8-K filed on October 19,
2018, File No. 001-38635)

4.3

Form of Resideo Technologies, Inc.’s 6.125% Notes due 2026 (included in Exhibit 4.2)

10.01

Offer Letter of Michael G. Nefkens (incorporated by reference to Exhibit 10.01 to Resideo’s Form 10 filed on August 23, 2018, File No. 00138635)

10.02

Offer Letter of Joseph D. Ragan III (incorporated by reference to Exhibit 10.02 to Resideo’s Form 10 filed on August 23, 2018, File No. 00138635)

10.03

Form of Internal Hire Offer Letter (incorporated by reference to Exhibit 10.03 to Resideo’s Form 10 filed on August 23, 2018, File No. 00138635)

10.04

Form of External Hire Offer Letter (incorporated by reference to Exhibit 10.04 to Resideo’s Form 10 filed on August 23, 2018, File No. 00138635)

10.05

Resideo Technologies Supplemental Savings Plan ‡ (incorporated by reference to Exhibit 10.05 to Resideo’s Form 10-K filed on March 18,
2019, File No. 001-38635)

10.06

Resideo Technologies, Inc. Severance Plan For Designated Officers as amended on November 15, 2018 ‡ (incorporated by reference to Exhibit
10.07 to Resideo’s Form 10-K filed on March 18, 2019, File No. 001-38635)

10.07

Credit Agreement, dated as of October 25, 2018, by and among Resideo Technologies, Inc. Resideo Holding Inc., Resideo Intermediate Holding
Inc., Resideo Funding Inc., the Lenders and Issuing Banks party thereto, and JPMorgan Chase Bank, N.A., as administrative agent.
(incorporated by reference to Exhibit 10.1 to Resideo’s Form 8-K/A filed on October 29, 2018, File No. 001-38635)

10.08

First Amendment to Credit Agreement dated as of November 26, 2019, by and among the Company Resideo Holding Inc., a Delaware
corporation, Resideo Intermediate Holding Inc., a Delaware corporation, Resideo Funding Inc., a Delaware corporation, the lenders and issuing
banks party thereto, and JPMorgan Chase Bank, N.A., as administrative agent. (incorporated by reference to Exhibit 10.1 to Resideo’s Form 8K filed on November 27, 2019. File No. 001-38635)

10.09

Resideo Amended and Restated 2018 Stock Incentive Plan (incorporated by reference to Exhibit 10.1 to Resideo's Form 10-Q filed on August 7,
2019, File No. 001-38635)

10.10

2018 Stock Plan for Non-Employee Directors of Resideo Technologies, Inc. ‡ (incorporated by reference to Exhibit 4.4 to Resideo’s Form S-8
filed on December 6, 2018, File No. 333-228687)

10.11

2018 Stock Incentive Plan of Resideo Technologies, Inc. and its Affiliates Form of Stock Option Award Agreement. ‡ (incorporated by
reference to Exhibit 4.5 to Resideo’s Form S-8 filed on December 6, 2018, File No. 333-228687)

10.12

2018 Stock Incentive Plan of Resideo Technologies, Inc. and its Affiliates Form of Restricted Stock Unit Agreement. ‡ (incorporated by
reference to Exhibit 4.6 to Resideo’s Form S-8 filed on December 6, 2018, File No. 333-228687)

10.13

2018 Stock Incentive Plan of Resideo Technologies, Inc. and its Affiliates Form of Restricted Stock Unit Agreement (for replacement awards).
‡ (incorporated by reference to Exhibit 4.7 to Resideo’s Form S-8 filed on December 6, 2018, File No. 333-228687)
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10.14

2018 Stock Incentive Plan of Resideo Technologies, Inc. and its Affiliates Form of Performance Stock Unit Agreement. ‡ (incorporated by
reference to Exhibit 4.8 to Resideo’s Form S-8 filed on December 6, 2018, File No. 333-228687)

10.15

2018 Stock Incentive Plan of Resideo Technologies, Inc. and its Affiliates Form of Performance Unit Agreement. ‡ (incorporated by reference
to Exhibit 4.9 to Resideo’s Form S-8 filed on December 6, 2018, File No. 333-228687)

10.16

2018 Stock Plan for Non-Employee Directors of Resideo Technologies, Inc. Form of Stock Option Award Agreement. ‡ (incorporated by
reference to Exhibit 4.10 to Resideo’s Form S-8 filed on December 6, 2018, File No. 333-228687)

10.17

2018 Stock Plan for Non-Employee Directors of Resideo Technologies, Inc. Form of Restricted Stock Unit Agreement. ‡ (incorporated by
reference to Exhibit 4.11 to Resideo’s Form S-8 filed on December 6, 2018, File No. 333-228687)

10.18

Resideo Technologies UK Sharebuilder Plan. ‡ (incorporated by reference to Exhibit 4.12 to Resideo’s Form S-8 filed on December 6, 2018,
File No. 333-228687)

10.19

Amended and Restated 2018 Stock Incentive Plan of Resideo Technologies, Inc. and its Affiliates Form of Stock Option Award Agreement. ‡
(incorporated by reference to Exhibit 10.20 to Resideo's Form 10-K filed on March 18, 2019, File No. 001-38635)

10.20

Amended and Restated 2018 Stock Incentive Plan of Resideo Technologies, Inc. and its Affiliates Form of Restricted Stock Unit Agreement. ‡
(incorporated by reference to Exhibit 10.21 to Resideo’s Form 10-K filed on March 18, 2019, File No. 001-38635)

10.21

Amended and Restated 2018 Stock Incentive Plan of Resideo Technologies, Inc. and its Affiliates Form of Performance Stock Unit Agreement.
‡ (incorporated by reference to Exhibit 10.22 to Resideo's Form 10-K filed on March 18, 2019, File No. 001-38635)

10.22

Amended and Restated 2018 Stock Incentive Plan of Resideo Technologies, Inc. and its Affiliates Form of Performance Unit Agreement. ‡
(incorporated by reference to Exhibit 10.23 to Resideo's Form 10-K filed on March 18, 2019, File No. 001-38635)

10.23

Resideo Supplemental Pension Plan ‡ (incorporated by reference to Exhibit 10.24 to Resideo's Form 10-K filed on March 18, 2019, File No.
001-38635)

10.24

Bonus Plan of Resideo Technologies, Inc. (incorporated by reference to Exhibit 10.1 to Resideo’s Form 8-K filed on February 14, 2019, File
No. 001-38635)

10.25

Employment Separation Agreement and Release with Joseph D. Ragan dated October 21, 2019. ‡ (filed herewith)

10.26

Amended and Restated Restricted Stock Unit Agreement with Joseph D. Ragan dated November 6, 2019. ‡ (filed herewith)

10.27

Employment Offer letter agreement with Niccolo de Masi dated January 5, 2020 ‡ (filed herewith)

10.28

Amended and Restated Restricted Stock Unit Agreement with Niccolo de Masi dated January 6, 2020 ‡ (filed herewith)

10.29

Employment Separation Agreement and Release with Mike Nefkens dated January 22, 2020 ‡ (filed herewith)

21.1

List of subsidiaries of the registrant (filed herewith)
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Exhibit
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*
‡

Exhibit Description

23.1

Consent of Deloitte & Touche LLP, independent registered public accounting firm (filed herewith)

24.1

Powers of Attorney ‡ (filed herewith)

31.1

Certification of Principal Executive Officer pursuant to Exchange Act Rules 13a-14(a) and 15d-14(a), as adopted pursuant to Section 302 of the
Sarbanes-Oxley Act of 2002 (filed herewith)

31.2

Certification of Principal Financial Officer pursuant to Exchange Act Rules 13a-14(a) and 15d-14(a), as adopted pursuant to Section 302 of the
Sarbanes-Oxley Act of 2002 (filed herewith)

32.1

Certification of Principal Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act
of 2002 (filed herewith)

32.2

Certification of Principal Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act
of 2002 (filed herewith)

101.INS

XBRL Instance Document (filed herewith)

101.SCH

XBRL Taxonomy Extension Schema (filed herewith)

101.CAL

XBRL Taxonomy Extension Calculation Linkbase (filed herewith)

101.DEF

XBRL Taxonomy Extension Definition Linkbase (filed herewith)

101.LAB

XBRL Taxonomy Extension Label Linkbase (filed herewith)

101.PRE

XBRL Taxonomy Extension Presentation Linkbase (filed herewith)

Certain schedules and similar attachments have been omitted pursuant to Item 601(b)(2) of Regulation S-K. The Company hereby undertakes to furnish
copies of any of the omitted schedules and similar attachments upon request by the U.S. Securities and Exchange Commission.
Indicates management contracts or compensatory plans or arrangements.

Item 16.

Form 10-K Summary
The Company has elected not to include a Form 10-K summary under this Item 16.
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INDEMNIFICATION AND REIMBURSEMENT AGREEMENT
This INDEMNIFICATION AND REIMBURSEMENT AGREEMENT (as may be amended, restated,
supplemented or otherwise modified from time to time, this “Agreement”), dated October 14, 2018, by and among (i) Honeywell
International Inc., a corporation organized under the Laws of the State of Delaware (“Indemnitee” or “Honeywell”) and (ii) New
HAPI Inc., a corporation organized under the Laws of the State of Delaware and a direct wholly owned subsidiary of Indemnitee
(“Indemnitor” and, together with Indemnitee, the “Parties” and each, a “Party”).
W I T N E S S E T H:
WHEREAS the board of directors of Honeywell has determined that it is in the best interests of Honeywell and
its shareholders to create a new publicly-traded company that will operate the Homes Business;
WHEREAS Honeywell and Resideo Technologies, Inc., a corporation organized under the Laws of the State of
Delaware (“Homes”), intend to enter into a Separation and Distribution Agreement (the “Separation Agreement”);
WHEREAS, pursuant to and in accordance with the Separation Agreement, prior to the Distribution, (i)
Indemnitor will assign the obligations hereunder to Resideo Intermediate Holding Inc. (“New HAPI 2”) (an indirect wholly owned
subsidiary of Indemnitee) and (ii) shares of New HAPI 2 and certain other assets relating to the Homes Business will be contributed
to the Homes Group and, following the Distribution, (a) New HAPI 2 will be Indemnitor for all purposes under this Agreement and
(b) a substantial portion of the Homes Business and certain related assets and liabilities will be held by New HAPI 2 (which will be an
indirect wholly owned subsidiary of Homes) and its subsidiaries;
WHEREAS, Honeywell historically operated certain businesses whose activities have resulted in certain
environmental remediation liabilities subject to indemnification by the Honeywell Group (and, indirectly, Indemnitor Group), which
have been identified as Specified Sites on Exhibit E hereto;
WHEREAS, in light of Indemnitor’s ownership of the equity interests in certain of the other entities comprising
the Homes Group, Indemnitor has determined that it is appropriate and desirable for Indemnitor to agree to pay to Indemnitee the
Environmental Obligation and, because of its recognized experience with and efficient management of such matters, for Indemnitee
to manage such Claims as more fully described in this Agreement; and
NOW, THEREFORE, in consideration of the premises and of the mutual covenants, representations, warranties
and agreements herein contained, the parties hereto, intending to be legally bound, agree as follows:
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ARTICLE I
DEFINITIONS
Section 1.1
specified below.

Definitions. When used in this Agreement, the following terms shall have the respective meanings

“Accrued Amounts” shall have the meaning set forth in Section 2.4(b).
“Adverse Change” shall have the meaning set forth in Section 2.11(a).
“Affiliate” of any Person shall mean a Person that controls, is controlled by or is under common control with
such Person. As used herein, “control” of any entity shall mean the possession, directly or indirectly, of the power to direct, or cause
the direction of, the management or policies of such entity, whether through ownership of voting securities or other interests, by
contract or otherwise; provided, however, that (i) Homes and the other members of the Homes Group shall not be considered
Affiliates of Honeywell or any of the other members of the Honeywell Group and (ii) Honeywell and the other members of the
Honeywell Group shall not be considered Affiliates of Homes or any of the other members of the Homes Group.
“Aggregate Annual Obligation” shall mean, in respect of any calendar year, the sum of (i) the Environmental
Obligation in respect of such calendar year, plus (ii) any Disallowance Payment calculated as of December 31 of such year, plus (iii)
any Cumulative Outstanding Liability Transfer Losses, calculated as of December 1 of such year.
“Agreement” shall have the meaning given to it in the preamble to this Agreement.
“Agreement Amendment” shall have the meaning set forth in Section 2.11(a).
“Ancillary Agreement” shall mean the instruments, assignments, documents and agreements executed in
connection with the implementation of the transactions contemplated by the Separation Agreement.
“Annual Cash Deficiency Payment” shall have the meaning set forth in Section 2.3(d)(ii).
“Business Day” shall mean any day except a Saturday, a Sunday or any other day on which commercial banks
are required or authorized by Law to close in New York City, New York.
“Cap” shall mean $140,000,000.
“Cash Amounts” shall mean, in respect of any Person (i) amounts of cash actually paid by such Person to any
other Person or (ii) amounts to be paid by such person to any other Person that are classified as accounts payable; provided, for the
avoidance of doubt, that any amount previously counted as a Cash Amount pursuant to clause (ii) may not be counted as a Cash
Amount pursuant to clause (i) in a subsequent year’s calculation of the Aggregate Annual Obligation.
“Cash True-Up Payments” shall have the meaning set forth in Section 2.3(d)(ii).
“Claims” shall mean (i) any and all claims asserted, made or alleged against any
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member of the Honeywell Group or the Homes Group or their respective Representatives, or any of the heirs, executors, successors
and assigns of any of the foregoing, regardless of when they are made, arise or arose, alleging any injury, harm, risk, damage, cost or
expense of any kind or nature, which are asserted to be related in any way, directly or indirectly, to (A) any violation of,
noncompliance with, or liability under any HSE Laws associated with the Specified Sites, including, without limitation, response to,
investigation and remediation of Releases, (B) the Release or exposure to Hazardous Materials associated with the Specified Sites
(excluding any such current non-remediation claims asserted, made or alleged related to matters listed on Schedule 1.1 hereto,
including, without limitation, personal injury and loss of property value claims), or (C) any natural resource damages with respect to
the Specified Sites, and (ii) any investigation and remediation of Releases with respect to the Specified Sites unrelated, or in addition,
to any claim. For the avoidance of doubt, “Claims” shall not include any SpinCo HSE Liabilities (as defined under the Separation
Agreement).
“Cumulative Outstanding Liability Transfer Losses” shall mean an amount equal to: (i) 90% of the Liability
Transfer Resolution Amount, less (ii) 90% of the Insurance Receipts received in respect of a Liability Transfer Resolution Event, less
(iii) 90% of Affirmative Environmental Litigation Proceeds received in respect of a Liability Transfer Resolution Event, less (iv)
90% of Property Sales Proceeds received in respect of a Liability Transfer Resolution Event, less (v) 90% of Co-Contributions
Proceeds received in respect of a Liability Transfer Resolution Event, and less (vi) the aggregate amount of all Liability Transfer
Allocations, calculated in each case, as of December 1 of any year.
“Current Credit Agreement” shall mean the Credit Agreement to be entered into by and among, inter alia,
Homes, the Homes Borrower, the lenders from time to time party thereto and JPMORGAN CHASE BANK, N.A., as administrative
agent.
“Default” shall have the meaning set forth in Section 2.12(a).
“Default Date” shall have the meaning set forth in the proviso in Section 2.12(a).
“Default Deferral” shall have the meaning set forth in Section 2.4(a).
“Deficiency Amount” shall mean, in respect of any calendar year, the amount, if any, by which (i) the Estimated
Annual Obligation for such year is less than (ii) the lesser of: (A) the Aggregate Annual Obligation and (B) the Cap.
“Disallowance Payment” shall mean, as of any date, 90% of Insurance Disallowances during the term of this
Agreement that Indemnitor has not already paid to Indemnitee pursuant to this Agreement; provided that if any Disallowance
Payment would result in an amount in excess of the Cap being paid in respect of the year the related Insurance Receipt was applied,
then such Disallowance Payment shall be limited to the difference between the Cap and the amount of the Aggregate Annual
Obligation for such year.
“Dispute” shall have the meaning set forth in Section 4.3.
“Distribution” shall mean the distribution by Honeywell to Record Holders, on a pro rata basis, of all of the
outstanding shares of common stock of Homes owned by Honeywell.
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“Distribution Date” shall mean the date, determined by Honeywell in accordance with the Separation
Agreement, on which the Distribution occurs.
“Environmental Obligation” shall mean, in respect of any period, an amount equal to (i) 90% of the Losses
incurred by Indemnified Parties related to Claims (other than any Losses that are included in the calculation of a Liability Transfer
Resolution Amount) in such period, less (ii) 90% of the Insurance Receipts for such period, less (iii) 90% of amounts received by any
member of the Honeywell Group resulting from affirmative litigation relating to Claims in such period, net of any costs or expenses
of whatever kind in respect of Managing, investigating, responding to, prosecuting, settling, compromising or resolving claims
relating to such affirmative litigation, including attorneys’ fees and costs (including, but not limited to, the costs of experts and
vendors necessary to prosecute, compromise and manage such affirmative litigation) (“Affirmative Environmental Litigation
Proceeds”), less (iv) 90% of the net proceeds received in such period by any member of the Honeywell Group in respect of sales of
any property comprising the Specified Sites in such period (“Property Sales Proceeds”), and less (v) 90% of any other amounts
contributed to or otherwise paid to or on behalf of any member of the Honeywell Group by other Persons not within the Honeywell
Group relating to Claims in such period, net of any costs to the Honeywell Group in connection with recovering such amounts (“CoContributions Proceeds”), in each of clauses (ii), (iii), (iv) and (v), excluding such amounts in respect of a Liability Transfer
Resolution Event.
“Estimated Annual Loss Statement” shall mean, in respect of any calendar year, an annual written statement, a
form of which is attached hereto as Exhibit A, setting forth the Estimated Annual Obligation in respect of such year.
“Estimated Annual Obligation” shall mean, in respect of any calendar year, (i) 90% of the amount of estimated
Losses incurred by the Indemnified Parties in respect of Claims (other than any Losses that are included in the calculation of a
Liability Transfer Resolution Amount), less (ii) 90% of the amount of estimated Insurance Receipts, less (iii) 90% of the amount of
estimated Affirmative Environmental Litigation Proceeds, less (iv) 90% of the amount of estimated Property Sales Proceeds and less
(v) 90% of the amount of estimated Co-Contributions Proceeds, in each case, as such estimate is set forth in the Estimated Annual
Loss Statement and, in each of clauses (ii), (iii), (iv) and (v), excluding such amounts in respect of a Liability Transfer Resolution
Event.
“Estimated Initial Obligation” shall mean, in respect of the Initial Period, (i) 90% of the amount of estimated
Losses incurred by the Indemnified Parties in respect of Claims (other than any Losses that are included in the calculation of a
Liability Transfer Resolution Amount), less (ii) 90% of the amount of estimated Insurance Receipts, less (iii) 90% of the amount of
estimated Affirmative Environmental Litigation Proceeds, less (iv) 90% of the amount of estimated Property Sales Proceeds, and less
(v) 90% of the amount of estimated Co-Contributions
Proceeds, in each of clauses (ii), (iii), (iv) and (v), excluding such amounts in respect of a Liability Transfer
Resolution Event.
“FCCR Test” shall have the meaning set forth in Section 2.4(a).
“Financial Covenant Deferral” shall have the meaning set forth in Section 2.4(a).
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“Financial Indebtedness” shall mean, for any Person, all obligations of such Person under the applicable
governing documentation to pay principal, interest, penalties, fees, guarantees, reimbursements, damages, costs of unwinding and
other liabilities with respect to
(a) indebtedness for borrowed money, whether current or funded, fixed or contingent, secured or unsecured or (b)
indebtedness evidenced by bonds, debentures, notes, mortgages or similar instruments or debt securities.
“Financial Representative” shall mean any arranger, collateral agent, administrative agent, indenture trustee or
other agent trustee or representative for any holder of Senior Indebtedness.
“Fiscal Quarter” shall mean the fiscal quarter of Indemnitee, it being understood that for purposes hereof, the
fourth Fiscal Quarter of any calendar year shall mean the Fiscal Quarter ending on December 31st; provided that if Indemnitee
changes its fiscal year, the Parties shall work together in good faith to amend this Agreement as may be necessary.
“General RP Basket” shall have the meaning set forth in Section 2.10. “Governmental Approvals” shall mean
any notices, reports or other filings to be given to or made with, or any consents, registrations or permits to be obtained from, any
Governmental Authority.
“Governmental Authority” shall mean any federal, state, local, foreign or international court, government,
department, commission, board, bureau, agency, official or other legislative, judicial, regulatory, administrative or governmental
authority.
“Guarantee” shall have the meaning set forth in Section 2.13.
“Hazardous Materials” means (i) any natural or artificial substance (whether solid, liquid, gas or other form of
matter, noise, microorganism or electromagnetic field) that could cause harm to human health or the environment, including
petroleum, petroleum products and byproducts, asbestos-containing materials, perfluoroalkyl substances, urea formaldehyde foam
insulation, carcinogens, endocrine disrupters, lead-based paint, electronic, medical or infectious wastes, polychlorinated biphenyls,
radon gas, radioactive substances, greenhouse gases and ozone- depleting substances and (ii) any other chemical, material, substance
or waste that could result in liability under, or that is prohibited, limited or regulated by or pursuant to, any HSE Law.
“Homes” shall have the meaning given to it in the recitals to this Agreement. “Homes Borrower” shall mean
Resideo Funding Inc.
“Homes Business” shall mean the provision of products, solutions, and technologies that control residential
energy efficiency, safety, and security, with a portfolio of connected devices and software, as well as wholesale distribution of
security and low voltage products, in each case, as conducted by Honeywell and its Affiliates prior to the Distribution, including as
described in the Information Statement.
“Homes Group” shall mean (a) Homes, (b) each Person that will be a Subsidiary of Homes immediately prior to
the Distribution and (c) each Person that becomes a Subsidiary of Homes after the Distribution, including in each case any Person
that is merged or consolidated with or into Homes or any Subsidiary of Homes and any Person that becomes a Subsidiary of Homes
following the Distribution.
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“Homes Issuer” shall mean Resideo Funding Inc.
“Homes Newco” shall have the meaning set forth in Section 4.7(c).
“Homes Restricted Group” shall mean the Homes Group, excluding any Unrestricted Subsidiary of Homes.
“Honeywell” shall have the meaning given to it in the preamble to this Agreement. “Honeywell Group” shall
mean Honeywell and each of its Subsidiaries, including any Person that becomes a Subsidiary of Honeywell following the
Distribution, but excluding any member of the Homes Group.
“HSE Law” shall mean any Law or Governmental Approvals, or any standard used by a Governmental
Authority pursuant to any Law or Governmental Approvals, relating to (i) pollution, (ii) protection or restoration of the indoor or
outdoor environment or natural resources, (iii) the transportation, treatment, storage or Release of, or exposure to, hazardous or toxic
materials, (iv) the registration, manufacturing, sale, labeling or distribution of hazardous or toxic materials or products containing
such materials (including the REACH Regulation and similar requirements), (v) process safety management or (vi) the protection of
the public, worker health and safety or threatened or endangered species.
“Indemnified Parties” shall mean any member of the Honeywell Group or its Representatives, or any of the
heirs, executors, successors and assigns of any of the foregoing.
“Indemnitee” shall have the meaning given to it in the preamble to this Agreement.
“Indemnitor” shall have the meaning given to it in the preamble to this Agreement.
“Indemnitor Group” shall mean (a) Indemnitor, (b) each Person that will be a Subsidiary of Indemnitor
immediately prior to the Distribution and (c) each Person that is or becomes a Subsidiary of Indemnitor after the Distribution,
including, in each case, any Person that is merged or consolidated with and/or into Indemnitor or any Subsidiary of Indemnitor and
any Person that becomes a Subsidiary of Indemnitor as a result of transactions that occur following the Distribution.
“Indemnity Default Notice” shall have the meaning set forth in the proviso in Section 2.12(a)(iv).
“Indenture” shall mean the Indenture to be entered into prior to the Distribution by and among the Homes
Issuer, the guarantors named therein and the trustee named therein.
“Information Statement” means the Information Statement sent to the holders of common stock of Honeywell
in connection with the Distribution, as such Information Statement may be amended from time to time.
“Initial Cap” shall mean the product of (x) the Cap multiplied by (y) the quotient represented by (1) the number
of days between the Distribution Date and December 31, 2018 (inclusive of such dates), divided by (2) 365.
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“Initial Cash Deficiency Payment” shall have the meaning set forth in Section 2.3(b)(ii).
“Initial Deficiency Amount” shall mean the amount, if any, by which the Estimated Initial Obligation is less
than the lesser of: (i) the Initial Cap and (ii) the Initial Obligation.
“Initial Environmental Obligation” shall mean an amount equal to: (i) 90% of Losses incurred by Indemnified
Parties in respect of Claims incurred during the Initial Period (other than any Losses that are included in the calculation of a Liability
Transfer Resolution Amount), less (ii) 90% of (A) Insurance Receipts, (B) Affirmative Environmental Litigation Proceeds, (C) CoContributions Proceeds, and (D) Property Sales Proceeds, in each of clauses (A), (B) and (C), in respect of Losses incurred during the
Initial Period, and in the case of (D), in respect of property sales consummated during the Initial Period. For purposes of this
definition, in each of clauses (A), (B), (C) and (D), excluding such amounts in respect of a Liability Transfer Resolution Event.
“Initial Obligation” shall mean, in respect of the Initial Period, the sum of (i) the Initial Environmental
Obligation in respect of the Initial Period, plus (ii) any Disallowance Payment as of the Initial Period, plus (iii) any Cumulative
Outstanding Liability Transfer Losses, calculated as of December 1, 2018.
“Initial Overage Amount” shall mean the amount, if any, by which the Initial Obligation is less than the lesser
of: (i) the Estimated Initial Obligation and (ii) the Initial Cap.
“Initial Period” shall have the meaning set forth in Section 2.2(a).
“Initial Prior Year Aggregate Loss Statement” shall mean a written statement, a form of which is attached
hereto as Exhibit B, setting forth (i) the Initial Obligation, (ii) the Initial Deficiency Amount or the Initial Overage Amount, as
applicable, (iii) if applicable, the Cumulative Outstanding Liability Transfer Losses as of December 1, 2018, (iv) any Liability
Transfer Resolution Events that have occurred from (and including) the Distribution Date to December 1, 2018 and (v) the
Liability Transfer Resolution Amounts in respect of such Liability Transfer Resolution Events.
“Insolvency Proceeding” shall mean, with respect to any Person, any distribution to creditors of such Person in
(a) any liquidation or dissolution of such Person; (b) any bankruptcy, reorganization, insolvency, receivership or similar proceeding
relating to such Person or such Person’s property; (c) any assignment by such Person for the benefit of its creditors; or (d) any
marshalling of such Person’s assets and liabilities.
“Insurance Disallowances” shall mean the amount of any insurance disallowances relating to Insurance Receipts
actually paid to the Honeywell Group (not disputed by Indemnitee at the time of calculating the Initial Obligation or the Aggregate
Annual Obligation).
“Insurance Receipts” shall mean, for any calendar period for which an Environmental Obligation is owed, as
applicable, the amount of cash actually received by Indemnitee or its Affiliates in such period with respect to any casualty insurance
policies of Indemnitee or its Affiliates in respect of Losses related to Claims, less all costs and expenses (including attorneys’ fees
and costs) incurred by Indemnitee or its Affiliates in connection with the collection of such proceeds.
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“Law” shall mean any statute, law, regulation, ordinance, rule, judgment, rule of common law, order, decree,
government approval, concession, grant, franchise, license, agreement, directive, guideline, policy, requirement or other
governmental restriction or any similar form of decision of, or determination by, or any interpretation or administration of any of the
foregoing by, any Governmental Authority, whether now or hereinafter in effect and, in each case, as amended.
“Liability Transfer Allocation” shall have the meaning set forth in Section 2.3(f).
“Liability Transfer Resolution Amount” shall mean the aggregate amounts paid or payable by the Honeywell
Group at any time following the date of this Agreement in satisfaction of all Liability Transfer Resolution Events occurring after the
date hereof.
“Liability Transfer Resolution Event” shall mean the contractual transfer of liabilities to a third party of all or a
portion of current or future Claims or Losses.
“Losses” shall mean Cash Amounts in respect of losses, damages, liabilities, deficiencies, judgments, interest,
awards, penalties, fines, costs, financial assurance or expenses of whatever kind in respect of Managing, investigating, responding to,
remediating, defending, settling, compromising or resolving Claims, including attorneys’ fees and costs (including, but not limited to,
the costs of experts, consultants, and vendors necessary to defend, compromise and Manage the Claims, security costs and real estate
Taxes) and including, without limitation, punitive, incidental, consequential, special or indirect Losses (or any other Cash Amounts
paid or to be paid to any Person).
“Loss Statement Date” shall have the meaning set forth in Section 2.2(d).
“Management” or “Managing” shall mean, with respect to any Claim, the defense, settlement and payment of
such Claim, including the management of insurance claims relating thereto (and the defense, settlement, payment and receipt of
amounts in respect thereof).
“Material Indebtedness” shall have the meaning set forth in the Current Credit Agreement.
“New HAPI 2” shall have the meaning given to it in the recitals to this Agreement.
“New Loan Parties” shall have the meaning set forth in Section 2.13.
“Obligations” shall mean any principal, interest, premiums, penalties, fees, indemnifications, reimbursements,
fees and expenses, damages and other liabilities payable under the documentation governing any Financial Indebtedness.
“Order” shall mean any judgment, order, injunction, decision, determination, award, ruling, writ, stipulation,
restriction, assessment or decree of, or entered by, with or under the supervision of, any Governmental Authority.
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“Ordinary Course of Business” shall mean the ordinary course of business (including with respect to nature,
scope, magnitude, quantity and frequency) that does not require any board of director or shareholder approval or any other separate
or special authorization of any nature and similar in nature, scope and magnitude to actions customarily taken in the ordinary course
of the normal day-to-day operations of other persons that are in the same line of business acting in good faith; provided that, for the
avoidance of doubt, the payment of reasonable and customary corporate overhead costs and expenses (including administrative,
legal, accounting and similar expenses payable to third parties), the payment of taxes and the payment of costs and expenses in
connection with litigation matters shall be deemed to be in the ordinary course of business.
“Overage Amount” shall mean, in respect of any calendar year, the amount, if any, by which (i) the Aggregate
Annual Obligation is less than (ii) the lesser of: (A) the Estimated Annual Obligation for such year and (B) the Cap.
“Overage Credit” shall have the meaning set forth in Section 2.3(b)(i).
“Party” and “Parties” shall have the meaning set forth in the preamble to this Agreement.
“Payment

BlockageNotice”

shallhavethemeaningsetforth in Section 2.14(c)(ii).

“Payment

BlockagePeriod”

shallhavethemeaningsetforth in Section 2.14(c)(ii).

“Payment Deferral” shall have the meaning set forth in Section 2.4(a).
“Payment in Full” or “Paid in Full” shall mean, with respect to any Financial Indebtedness, payment in full in
cash, cash collateralization of all letters of credit, hedging and cash management obligations and the termination of all commitments
to lend, as applicable pursuant to the documents evidencing such Financial Indebtedness.
“Person” shall mean an individual, a general or limited partnership, a corporation, a trust, a joint venture, an
unincorporated organization, a limited liability company, any other entity and any Governmental Authority.
“Principal Credit Agreement” shall mean the Current Credit Agreement; provided, that, if, as of any date, the
Current Credit Agreement shall not be the credit facility of Homes Group with the largest aggregate amount of revolving
commitments and revolving loans outstanding (or, if no revolving commitments or revolving loans are outstanding, the largest
aggregate amount of commitments and loans outstanding), the Principal Credit Agreement shall be the credit facility of Homes with
the largest aggregate amount of revolving commitments and revolving loans outstanding as of such date (or, if no revolving
commitments or revolving loans are outstanding, the largest aggregate amount of commitments and loans outstanding).
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“Prior Year Aggregate Loss Statement” shall mean an annual written statement, a form of which is attached
hereto as Exhibit D, setting forth (i) the Aggregate Annual Obligation for the immediately preceding year, (ii) if applicable, the
Cumulative Outstanding Liability Transfer Losses as of December 1 of such immediately preceding year, (iii) the Deficiency Amount
or the Overage Amount, as applicable, in respect of such immediately preceding year, (iv) any Liability Transfer Resolution Events
that occurred from (and including) the date Cumulative Outstanding Liability Transfer Losses were previously calculated to
December 1 of the year immediately preceding delivery of the Prior Year Aggregate Loss Statement and (v) the Liability Transfer
Resolution Amounts in respect of such Liability Transfer Resolution Events.
“Quarterly Cap” shall have the meaning set forth in Section 2.3(c).
“Quarterly Payment” shall have the meaning set forth in Section 2.3(c).
“Quarterly Payment Date” shall have the meaning set forth in Section 2.3(c).
“Quarterly Report” shall mean the report, a form of which is attached hereto as Exhibit C, delivered to
Indemnitor providing year-to-date information regarding the amount of Losses that have been incurred by the Indemnified Parties in
respect of Claims, (ii) the amount of Insurance Receipts that Indemnitee or any member of the Honeywell Group has received, (iii)
the amount of Affirmative Environmental Litigation Proceeds that Indemnitee or any member of the Honeywell Group has received,
(iv) the amount of Property Sales Proceeds that Indemnitee or any member of the Honeywell Group has received, (v) the amount of
Co-Contributions Proceeds that Indemnitee or any member of the Honeywell Group has received and (vi) any Liability Transfer
Resolution Events that have occurred since (and including) the prior Loss Statement Date and the Liability Transfer Resolution
Amounts in respect of such Liability Transfer Resolution Events.
“REACH Regulation” shall mean Regulation (EC) No. 1907/2006 on the Registration, Evaluation,
Authorisation and Restriction of Chemicals, including any implementing legislation or regulations, in each case as may be amended.
“Record Holders” shall mean holders of common stock of Honeywell as of the close of business on the date
determined by the Honeywell board of directors as the record date for determining the shares of common stock of Honeywell in
respect of which shares of common stock of Homes will be distributed pursuant to the Distribution.
“Release” shall mean any actual or threatened release, spill, emission, discharge, flow (whether through
constructed or natural ditches, pipes, watercourses, overland flows or other means of conveyance), leaking, pumping, pouring,
dumping, injection, deposit, disposal, dispersal, leaching or migration into or through the indoor or outdoor environment (including
ambient air, surface water, groundwater and surface or subsurface strata) of a Hazardous Material; provided that, for the avoidance of
doubt, mere vehicular transportation from an initial location to an offsite location, without more, shall not be deemed to constitute a
Release from that initial location to the offsite location.
“Reorganization” shall mean the transactions described on Schedule I to the Separation Agreement.
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“Representatives” shall mean the directors, officers, employees, investment bankers, consultants, attorneys,
accountants and other advisors and representatives of a Person.
“Restricted Subsidiary” means any subsidiary of Homes that is a “Restricted Subsidiary” under the Principal
Credit Agreement.
“SEC” shall mean the U.S. Securities and Exchange Commission.
“Senior Agent” shall mean such Person acting as administrative agent for the lenders party to the Principal
Credit Agreement or, if there is only one lender thereunder, such lender.
“Senior Indebtedness” shall mean, collectively, the principal of, premium, if any, and interest (including all
interest accruing subsequent to the commencement of any bankruptcy or similar proceeding, whether or not a claim for post-petition
interest is allowable as a claim in any such proceeding) payable pursuant to the terms of all agreements, documents and instruments
governing Financial Indebtedness of Indemnitor Group (together with all fees, costs, expenses and other amounts accrued or due on
or in connection therewith) whether outstanding on the date of this Agreement or subsequently created, incurred, assumed,
guaranteed or in effect guaranteed by Indemnitor (including all deferrals, refinancings, renewals, extensions or refundings of, or
amendments, restatements, modifications, waivers or supplements to, or deferrals to, the foregoing), except for: (i) any Financial
Indebtedness that by its terms expressly provides that such Financial Indebtedness shall not be senior in right of payment to payments
made by Indemnitor to Indemnitee hereunder or expressly provides that such Financial Indebtedness is equal with or junior in right
of payment with payments made by Indemnitor to Indemnitee hereunder; (ii) any Financial Indebtedness between or among the
members of Indemnitor Group, other than, for the avoidance of doubt, Financial Indebtedness incurred for the benefit of Affiliates
arising by reason of guaranties by Affiliates of Financial Indebtedness of such Affiliate to a Person that is not a member of
Indemnitor Group; (iii) any liability for federal, state, local or other taxes owed or owing by Indemnitor; or (iv) Indemnitor’s trade
payables and accrued expenses (including, without limitation, accrued compensation and accrued restructuring charges) or deferred
purchase prices for goods, services or materials purchased or provided in the ordinary course of business. For the avoidance of doubt,
Financial Indebtedness under the Principal Credit Agreement or the Indenture constitutes Senior Indebtedness.
“Senior Payment Default” shall have the meaning set forth in Section 2.14(c)(i). “Separation” shall mean (a)
the Reorganization and (b) any other transfers of assets and assumptions of liabilities, in each case, between a member of the
Honeywell Group, on the one hand, and a member of the other Homes Group, on the other hand, provided for in the Separation
Agreement or in any Ancillary Agreement.
“Separation Agreement” shall have the meaning given to it in the recitals to this Agreement.
“Separation Transaction” shall mean any spin-off, split-off, carve-out, demerger, recapitalization or similar
transaction.
“Specified Event of Default” shall mean, with respect to any Senior Indebtedness having commitments or an
outstanding principal amount of at least $25,000,000, (a) a payment or bankruptcy event of default thereunder or (b) if a financial
maintenance covenant exists under such Senior Indebtedness, an event of default resulting from a breach of such financial
maintenance covenant.
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“Specified Sites” shall mean the sites listed on Exhibit E hereto or any other sites formerly owned, formerly
operated or formerly used for disposal by Honeywell Group; provided, that “Specified Sites” shall not include those sites listed on (i)
Exhibit F hereto or (ii) Schedule XII of the Separation Agreement.
“Subsidiary” of any Person shall mean any corporation or other organization, whether incorporated or
unincorporated, of which at least a majority of the securities or interests, having, by the terms thereof, ordinary voting power to elect
at least a majority of the board of directors or others performing similar functions with respect to such corporation or other
organization is directly or indirectly owned or controlled by such Person or by any one or more of its Subsidiaries, or by such Person
and one or more of its Subsidiaries.
“Tax” or “Taxes” shall mean all taxes, assessments, charges, duties, fees, levies or other governmental charges,
including all United States or other federal, state, provincial, territorial, local, foreign and other income, gross receipts, franchise,
profits, capital gains, capital stock, capital, transfer, sales, use, value added, goods and services, harmonized sales, occupation,
employer health, property, excise, severance, windfall profits, stamp, license, payroll, employment, customs, social security (or
similar), pension plan, unemployment, disability, workers’ compensation, real property, personal property, registration, alternative or
add-on minimum, withholding and other taxes, assessments, charges, duties, fees, levies, premiums or other governmental charges of
any kind whatsoever, including all installments of tax, estimated taxes, deficiency assessments, additions to tax, penalties and
interest, and indemnity obligations in respect of tax, in each case whether disputed or not.
“Termination Date” shall have the meaning set forth in Section 3.1.
“True-Up Payment Date” shall mean the dates identified as such in Section 2.3(b) and Section 2.3(d).
“Unrestricted Subsidiary” shall mean any subsidiary of Homes that is an “Unrestricted Subsidiary” under the
Principal Credit Agreement.
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ARTICLE II
INDEMNIFICATION
Section 2.1 Indemnification and Reimbursement by Indemnitor. From and after the Distribution Date, Indemnitor hereby
agrees to, and shall, indemnify and hold harmless or reimburse Indemnitee from and against, and in respect of, its liability for Losses
incurred by Indemnified Parties in respect of Claims in accordance with the terms and subject to the conditions set forth in this
Agreement.
Section 2.2

Estimates; Statements; and Reports.

(a)
Indemnitee shall deliver to Indemnitor, prior to the Distribution Date, a written estimate of the
Estimated Initial Obligation for the period (the “Initial Period”) commencing on the Distribution Date through December 31, 2018.
On March 1, 2019, Indemnitee shall deliver to Indemnitor the Initial Prior Year Aggregate Loss Statement.
(b)
Beginning no later than December 14, 2018, and thereafter on or prior to December 15 of each year,
Indemnitee shall deliver to Indemnitor an Estimated Annual Loss Statement in respect of the following calendar year.
(c)
On March 29, 2019 and each subsequent date that is forty-five (45) days following the end of each
Fiscal Quarter, Indemnitee shall deliver to Indemnitor the Quarterly Reports, updated in respect of the prior Fiscal Quarter.
(d)
On March 2, 2020, and on or before March 1 of each year thereafter until the Termination Date,
Indemnitee shall deliver to Indemnitor the Prior Year Aggregate Loss Statement (the “Loss Statement Date”).
(e)
If any report is due under this Agreement on a date that is not a Business Day, such report shall be due
on the next following Business Day.
(f)
In the event that any member of the Honeywell Group is notified of, and is required to pay any amount
in respect of, an Insurance Disallowance, Indemnitee shall reasonably promptly notify Indemnitor of such Insurance Disallowance.
(g)
If a Liability Transfer Resolution Event occurs, Indemnitee shall reasonably promptly notify
Indemnitor of such Liability Transfer Resolution Event and the Liability Transfer Resolution Amount relating to such Liability
Transfer Resolution Event.
(h)
Upon reasonable request, Indemnitee shall provide such additional information from time to time as
may be necessary for Indemnitor to satisfy its obligations as an SEC registrant, in accordance with, and giving due regard to the
principles of confidentiality and legal privilege identified in, Section 2.15 hereof.
of

their

(i)
Indemnitee shall have no obligation to provide information to Homes or Indemnitor
respective Affiliates other than as set forth in this Section 2.2, Section 2.8 and Section 3.3(a).
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or

any

(j)
To the extent not already provided under Section 2.9, Indemnitor shall provide to Indemnitee any
financial statements and other information (in each case other than information regarding collateral matters) provided by Indemnitor
to the lenders under the Principal Credit Agreement or other Senior Indebtedness reasonably promptly after such information is
required to be delivered to such lenders.
Section 2.3
Section 2.3.

Payments to Indemnitee.

Indemnitor shall make the payments to Indemnitee set forth in this

(a)
Payment of the Estimated Initial Obligation. Thirty (30) days following the Distribution Date,
Indemnitor shall pay to Indemnitee the Estimated Initial Obligation; provided, that, in the event that the Estimated Initial Obligation
exceeds the Initial Cap, Indemnitor shall pay to Indemnitee an amount equal to the Initial Cap.
(b)

Initial Obligation True-Up. On March 20, 2019 (which shall be a True-Up Payment Date):

(i)
if there is an Initial Overage Amount, then such Initial Overage Amount shall be applied as a
credit (an “Overage Credit”) to the next Quarterly Payment and, to the extent any portion of such Overage Credit remains,
to any subsequent Quarterly Payments or Cash True-Up Payments, and the amount of the Overage Credit shall be reduced
by the amount thereof applied as a credit in respect of such payments until the Overage Credit is equal to zero; and
(ii)
if there is an Initial Deficiency Amount, then such Initial Deficiency Amount shall be paid
by payment of cash from Indemnitor to Indemnitee (any such cash payment, the “Initial Cash Deficiency Payment”).
(c)
Quarterly Payments. On January 30, 2019, and each subsequent date that is thirty (30) days following
the start of each Fiscal Quarter until the Termination Date (each, a “Quarterly Payment Date”), Indemnitor shall pay Indemnitee an
amount equal to one-fourth (1/4) of the Estimated Annual Obligation for such year (each such payment, a “Quarterly Payment”);
provided, however, that, if the Estimated Annual Obligation for such year exceeds the Cap, then each Quarterly Payment for
purposes of this Agreement shall be $35,000,000 (the “Quarterly Cap”).
(d)
Annual True-Up of Estimated Payments. On the second Quarterly Payment Date of each calendar year
until the Termination Date (each such date shall be a True-Up Payment Date):
(i)
if there is an Overage Amount set forth in the Prior Year Aggregate Loss Statement, then
such Overage Amount shall be applied as an Overage Credit to the next Quarterly Payment and, to the extent any portion
of such Overage Credit remains, to any subsequent Quarterly Payments or Cash True-Up Payments, and the amount of the
Overage Credit shall be reduced by the amount thereof applied as a credit in respect of such payments until the Overage
Credit is equal to zero;
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(ii)
if there is a Deficiency Amount set forth in the Prior Year Aggregate Loss Statement, then
such Deficiency Amount shall be paid first by reducing the amount of any remaining Overage Credit and then, if such
Overage Credit has been reduced to zero, by payment of cash from Indemnitor to Indemnitee (any such cash payment, a
“Annual Cash Deficiency Payment” and, together with the Initial Cash Deficiency Payment, the “Cash True-Up
Payments”).
(e)
If the amount of the Cash True-Up Payment set forth on the Prior Year Aggregate Loss Statement
exceeds $30,000,000, then the Cash True-Up Payment shall be paid in eight (8) equal installments; the first of such payments shall be
made on the True-Up Payment Date and the seven (7) subsequent payments shall be made on the first calendar day of each
subsequent month. For the avoidance of doubt, such Cash True-Up Payments will not be included in, or subject to, the Cap in respect
of the calendar year in which such payments are made.
(f)
As of the Loss Statement Date of each year, the aggregate annual payments made under this Section
2.3 (including payable by reduction in Overage Credit), which, for the avoidance of doubt, shall be adjusted to reflect any Overage
Amount or Deficiency Amount, shall be allocated as follows: (i) first to satisfy the Environmental Obligation, then (ii) to satisfy any
Disallowance Payment, and then (iii) to satisfy any Cumulative Outstanding Liability Transfer Losses (the amount of any payment
made in respect of the Cumulative Outstanding Liability Transfer Losses, a “Liability Transfer Allocation”). In respect of any
calendar year the amounts of such allocations shall be included in the Prior Year Aggregate Loss Statement or Initial Prior
Year Aggregate Loss Statement delivered in the following year under Section 2.2(d) or Section 2.2(a). For the avoidance
of doubt, the Cumulative Outstanding Liability Transfer Losses shall be carried over year-to-year and recalculated as of December 1
of each calendar year following a Liability Transfer Resolution Event, until the earlier of (i) the year that there are no Cumulative
Outstanding Liability Transfer Losses or (ii) the Termination Date.
Section 2.4

Payment Deferrals.

(a)
Indemnitor shall defer any Quarterly Payment, any Cash True-Up Payment, or payment of Accrued
Amounts to the extent that, as of a Quarterly Payment Date or, as applicable, a True-Up Payment Date: (i) a Specified Event of
Default has occurred and is continuing under the Principal Credit Agreement or any other Senior Indebtedness (a “Default
Deferral”) or (ii) if, after giving effect to any such cash payment due and payable, (x) the Homes Restricted Group, on a
consolidated basis, would fail to be in compliance with any financial maintenance covenant under the Principal Credit Agreement or
(y) the Homes Restricted Group, on a consolidated basis, would fail to maintain a Fixed Charge Coverage Ratio (as defined in the
Indenture) of at least 2:00 to 1:00 (the “FCCR Test”); provided that this clause (y) shall only apply in the event that at the time such
cash payment is due and payable, (1) no Principal Credit Agreement exists, (2) no financial maintenance covenant exists under the
terms of any Senior Indebtedness and (3) the Indenture (or a replacement indenture that constitutes Senior Indebtedness) exists and
the FCCR Test remains applicable (a “Financial Covenant Deferral” and, together with a Default Deferral, a “Payment Deferral”).
For the avoidance of doubt, Indemnitor shall pay such portion of any Quarterly Payment, Cash True-Up Payment or Accrued
Amounts subject to a Financial Covenant Deferral to the extent that payment would not result in a Financial Covenant Deferral.
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(b)
If Indemnitor shall defer any cash payments in accordance with Section 2.4(a), any
amounts so deferred (“Accrued Amounts”) shall be paid in accordance with this Section 2.4(b).
(i)
On each True-Up Payment Date, if any Accrued Amounts have accrued and remain unpaid,
then Indemnitor shall pay such Accrued Amounts, subject to Payment Deferral pursuant to Section 2.4(a), provided that, if
the sum of (A) that amount of the Aggregate Annual Obligation that was due and payable (including payable by reduction
in Overage Credit) in respect of the preceding calendar year, plus (B) such Accrued Amounts exceeds the Cap, then
Indemnitor shall only pay such Accrued Amounts exceeding the Cap that Indemnitor is permitted to pay under Section
6.08(a)(xii)(A) (Limitations on Restricted Payments) of the Principal Credit Agreement (or any successor provision).
(ii)
Any Accrued Amounts that remain unpaid following any True-Up Payment Date shall be
paid on the next succeeding True-Up Payment Date as provided in this Section 2.4.
(c)
In any Fiscal Quarter, unless and until all amounts due in such Fiscal Quarter in respect of Quarterly
Payments, Cash True-Up Payments and Accrued Amounts have been paid in full:
(i)
no member of Indemnitor Group shall declare, make or commit to make or pay any dividend
or other distribution on, or redeem, purchase or otherwise acquire, the equity of any member of Indemnitor Group, directly
or indirectly (other than dividends or distributions by a wholly owned Subsidiary to its parent; provided, that no such
dividend or distribution may be made by Indemnitor to its parent unless such dividend or distribution is (x) used to pay
obligations owing under Senior Indebtedness that are due and payable or (y) permitted under Section 2.4(c)(ii)); and
(ii)
other than in the Ordinary Course of Business, no member of Indemnitor Group shall
assume or enter into any intercompany transactions resulting in the payment of any amount by a member of Indemnitor
Group to any member of the Homes Group that is not a member of Indemnitor Group.
Section 2.5

Manner of Payment.

(a)
All payments to Indemnitee to be made hereunder shall be made by wire transfer of immediately
available funds, to an account specified by Indemnitee in writing, and Indemnitor shall send a payment confirmation to Indemnitee
by fax or e-mail.
(b)
In addition to any other amounts payable hereunder (including those payable pursuant to Section 4.10
and Section 3.3(a)(i)) and any other rights Indemnitee may have hereunder, Indemnitor shall pay Indemnitee a late payment fee of
five percent (5%) per annum on all payments that are more than thirty (30) days past due, with such late payment fee accruing as of
such date thirty (30) days following the missed payment. For the avoidance of doubt, (i) any late payment fees made pursuant to this
Section 2.5 shall not be included in, or subject to, the Cap and (ii) Accrued Amounts shall not accrue any late payment fee hereunder
unless such amounts are required to be paid pursuant to Section 2.4 and are not so paid.
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(c)
If any payment is due and payable under this Agreement on a date that is not a Business Day, such
payment shall be due and payable on the next following Business Day.
Section 2.6
Limitations to Indemnification and Reimbursement. For the avoidance of doubt, (i) payments of
Accrued Amounts are not subject to the Cap and shall be payable as provided in Section 2.4(b), and (ii) except as set forth in Section
2.3(e), any amounts payable under this Agreement that are not paid due to the Cap shall not be applied to another year.
Section 2.7
Illustrative Examples. Set forth on Schedule 2.7 hereto are examples of the payments that may be made
pursuant to Sections 2.3 and 2.4, which are being provided for illustrative purposes only and are not the sole examples of a particular
concept or intended to be a representation as to any future payments.
Section 2.8
Management of Claims. Indemnitee shall be solely responsible for, and shall have sole discretion with
respect to, the Management of all Claims. Indemnitor shall have the right to meet with Indemnitee’s remediation management team,
including outside litigation or environmental counsel if necessary, once each Fiscal Quarter to discuss the Quarterly Reports;
provided, that (a) Indemnitee shall have no obligation to implement or adopt Indemnitor’s requests during such meeting or otherwise
consult, seek the consent of, cooperate with or otherwise inform (except pursuant to this sentence, Section 2.2 and Section 3.3(a))
Indemnitor or any of its Affiliates or their respective Representatives regarding the investigation, defense, compromise, settlement or
resolution of any Claim, regardless of the party against whom any such Claim may be asserted, the content of such meetings shall be
limited to the information contained in the Quarterly Reports, and (c) Indemnitor shall pay all fees and expenses of any outside
counsel or consultant relating to such quarterly meetings. All Claims brought against any Indemnified Party subject to
indemnification or reimbursement hereunder shall be referred to Indemnitee for Management promptly and, in any event, within
fifteen (15) days of notice thereof. Notwithstanding the above, in no event shall Indemnitee or Indemnitee’s counsel be under any
obligation to share privileged information with Indemnitor or Indemnitor’s Representatives. Indemnitor shall reasonably cooperate
with Indemnitee in connection with the defense of any Claim, including by retaining and providing to Indemnitee records and
information that are reasonably relevant to such Claim and making available employees on a mutually convenient basis for providing
additional information and explanation of any material provided hereunder.
Section 2.9
Covenants. The provisions of Article V (Affirmative Covenants) (other than Section 5.03, 5.12, 5.13,
5.14 and 5.15) and Article VI (Negative Covenants) (other than Section 6.15) of the Current Credit Agreement shall be incorporated
herein and shall apply mutatis mutandis with changes thereto as set forth in Exhibit G (such exhibit to be agreed following the date
hereof and prior to the Distribution Date); provided that members of Indemnitor Group may enter into intercompany transactions
with members of the Homes Group in the Ordinary Course of Business.
Section 2.10
Restricted Payment Capacity. Indemnitor shall, and shall cause its Restricted Subsidiaries to, preserve
at least $45,000,000 of the payment capacity under Section 6.08(a)(xii)(A) (Limitations on Restricted Payments) (or any successor
provision) of the Principal Credit Agreement (the “General RP Basket”) solely for the purpose of paying Accrued Amounts;
provided that such General RP Basket shall be reduced by the amount of any Accrued Amounts paid pursuant to Section 2.4(b).
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Section 2.11

No Acts to Impair Rights.

(a)
Indemnitor shall not, and shall not permit its Subsidiaries or Affiliates that are members of the Homes
Group to, take any action intended to, or which would reasonably be expected to, prohibit, restrict, circumvent, diminish or impair
(or have the effect, directly or indirectly, of prohibiting, restricting, circumventing, diminishing or impairing) in any material respect
(i) the ability of Indemnitor to make any payments under this Agreement, (ii) the rights of Indemnitee under this Agreement or (iii)
the ability of Indemnitee to enforce its rights under this Agreement; provided that this Section 2.11(a) shall not prohibit the
repayment of any Senior Indebtedness that has become due and payable. Without limiting the foregoing, Indemnitor agrees that it
shall not, and it shall not permit its Subsidiaries or Affiliates that are members of the Homes Group to, amend or enter into waivers
under the Current Credit Agreement or the Indenture, or enter into another Principal Credit Agreement or indenture or other
agreements (including other agreements relating to Senior Indebtedness) or make amendments or waivers thereto (any such
amendment or waiver or entry into a new agreement, an “Agreement Amendment”), in each case, in a manner that would (x)
adversely affect the rights of Indemnitee hereunder or (y) reasonably be expected to (I) prohibit, restrict, circumvent, diminish or
impair (or have the effect, directly or indirectly, of prohibiting, restricting, circumventing, diminishing or impairing) the ability of
Indemnitor to satisfy its obligations hereunder or (II) trigger a Payment Deferral (an “Adverse Change”) without Indemnitee’s prior
written consent (such consent not to be unreasonably withheld, delayed or conditioned). Indemnitor agrees that it shall not, and it
shall not permit its Subsidiaries to, effect any Agreement Amendment with respect to the Current Credit Agreement or the Indenture,
or any Principal Credit Agreement or indenture or similar agreement, in each case without providing prior written notice to
Indemnitee at least ten (10) Business Days prior to effecting such Agreement Amendment.
(b)
Without limiting the foregoing, the Parties agree that it is understood that (i) any amendment or waiver
of the negative covenants of the Current Credit Agreement or the Indenture resulting in such negative covenants being less restrictive
to Homes and its subsidiaries than the Current Credit Agreement or the Indenture, respectively, shall not constitute an Adverse
Change and (ii) any amendment or waiver of the provisions of clauses (a)(ii), (a)(iii), (a)(v), (a)(xi) and (a)(xii) of Section 6.08 and
Sections 6.11 (as it relates to this Agreement), 6.12, 6.13, 6.15 and 6.17 of the Current Credit Agreement or the corresponding
provisions of the Indenture or any Principal Credit Agreement or other indenture, if any that is more restrictive (or any amendment or
waiver that has the effect, directly or indirectly, of making such provisions more restrictive) to Homes and its subsidiaries than the
Current Credit Agreement or the Indenture, respectively, shall, in each case, without limitation, be deemed to be an “Adverse
Change”. In the event of any Agreement Amendment (including any Adverse Change) permitted to be made pursuant to the terms
hereunder that is more restrictive to Homes and its Subsidiaries than the Current Credit Agreement, any Principal Credit Agreement
or any indenture (including the Indenture), the provisions of such Agreement Amendment shall, unless otherwise agreed in writing
by Homes and Indemnitee, also apply (or be deemed to apply automatically) to the corresponding covenant incorporated herein under
Section 2.9, mutatis mutandis, such that Indemnitee shall receive the same benefit of such more restrictive terms as the financing
sources under the Current Credit Agreement or such Principal Credit Agreement or such indenture, as applicable.
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Section 2.12

Default.

(a)
Notwithstanding anything to the contrary contained in this Agreement, the occurrence of the following
events shall constitute a default under, and a breach of, this Agreement (a “Default”):
(i)
any failure to make a Quarterly Payment, a Cash True-Up Payment or Accrued Amount
when due and payable (except any such amount subject to a Financial Covenant Deferral or a Default Deferral);
(ii)
any material breach of this Agreement that is not curable or, if curable, is not cured within
thirty (30) days of written notice thereof;
(iii)
the failure by Homes or any of its Restricted Subsidiaries to make any payment when due
(after giving effect to any applicable grace period) under any Material Indebtedness; or
(iv)
any default in the performance of any agreement or condition contained in the Principal
Credit Agreement, or any other event or condition, the effect of which default or other event or condition is to cause, or to
permit the creditors under the Principal Credit Agreement to cause, the indebtedness under the Principal Credit Agreement
to become due prior to its stated maturity or to be required to be repurchased, prepaid, redeemed or deferred prior to its
stated maturity; provided, that, (A) in the case of clause (iv) above, any such Default shall be deemed to have occurred only
if (x) sixty (60) calendar days have passed since the first date on which a Default would otherwise have been deemed to
occur thereunder (such date, the “Default Date”) and (y) thirty (30) calendar days have passed since Indemnitee provides
written notice (an “Indemnity Default Notice”) of such default to the Senior Agent (and each Financial Representative for
any other Senior Indebtedness having commitments or an outstanding principal amount of at least $25,000,000), which
such Indemnity Default Notice may be delivered on or after the Default Date, and during such sixty (60) calendar day and
thirty (30) calendar day periods, the relevant creditors under the Principal Credit Agreement have not waived such default
and (B) in the case of clauses (i), (ii) and (iii) above, any such Default shall be deemed to have occurred only if thirty (30)
days have passed since Indemnitee provides an Indemnity Default Notice to the Senior Agent (and each Financial
Representative for any other Senior Indebtedness having commitments or outstanding principal amount of at least
$25,000,000) and during such thirty (30) calendar day period, Indemnitee has not waived such default.
(b)
Promptly, and in any event within five (5) Business Days, upon obtaining knowledge of any Default,
Indemnitor shall deliver notice of such Default to Indemnitee in accordance with Section 4.8, specifying the nature of such Default
and what actions Indemnitor has taken, is taking or proposes to take with respect thereto.
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Section 2.13
Guarantee. Indemnitor and each Restricted Subsidiary of Indemnitor that is a Loan Party (as defined
in the Principal Credit Agreement) shall, on the Distribution Date, enter into a guarantee, which shall be set forth as Exhibit H on the
Distribution Date (the “Guarantee”). In the event that any additional Persons shall become a Restricted Subsidiary of Indemnitor
and a Loan Party under the Principal Credit Agreement (“New Loan Parties”), Indemnitor shall promptly, and, in any event, within
ten (10) Business Days after becoming a Loan Party under the Principal Credit Agreement, cause such New Loan Parties to enter into
the Guarantee. The joinder to the Guarantee, and execution and delivery thereof by such New Loan Parties, shall not require the
consent of any other party to the Guarantee.
Section 2.14

Subordination.

(a)
Indemnitee agrees that all amounts payable by Indemnitor to Indemnitee hereunder shall be
subordinated in right of payment to the prior Payment in Full of all Senior Indebtedness (whether outstanding on the date hereof or
hereafter created, incurred, assumed or guaranteed) as provided in this Section 2.14.
(b)
In the event of any payment or distribution of assets during any Insolvency Proceeding of Indemnitor
or any Person providing a Guarantee:
(i)
holders of Senior Indebtedness shall first be entitled to receive Payment in Full of all
Obligations due in respect of such Senior Indebtedness (including interest after the commencement of any such Insolvency
Proceeding at the rate specified in the documentation for the applicable Senior Indebtedness) or provision shall be made for
such amount in cash, or other payments satisfactory to all of the holders of Senior Indebtedness (such satisfaction to be
evidenced in writing by such holders of Senior Indebtedness), before Indemnitee shall be entitled to receive any payment
hereunder; and
(ii)
until all Obligations with respect to Senior Indebtedness (as provided in clause (i) above) are
Paid in Full, any distribution to which Indemnitee would be entitled but for this Section 2.14 shall be made to the Senior
Agent (or if there is no Senior Agent, the applicable Financial Representative in accordance with the terms of the Senior
Indebtedness and any intercreditor agreement applicable thereto).
(c)

Default on Senior Indebtedness.

(i)
No payment may be made hereunder, directly or indirectly, if a default in payment of the
principal of, premium, if any, or interest on, or other Obligations with respect to any Senior Indebtedness, occurs (each, a
“Senior Payment Default”), by reason of acceleration or otherwise, until all Senior Payment Defaults have been cured or
waived in accordance with the terms of the agreement, indenture or other document governing such Senior Indebtedness
(as evidenced by a written waiver from the holders (or a Financial Representative thereof) of the applicable Senior
Indebtedness).
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(ii)
During the continuance of any event of default with respect to any Senior Indebtedness
(other than a Senior Payment Default), permitting the holders thereof (or their Financial Representative) to accelerate the
maturity thereof, no payment may be made hereunder, directly or indirectly, for a period (a “Payment Blockage Period”)
commencing upon the receipt by Indemnitor of written notice (a “Payment Blockage Notice”) of such event of default
from Persons entitled to give such notice under any agreement pursuant to which that Senior Indebtedness may have been
issued, that such an event of default has occurred and is continuing and ending on the earliest of: (1) one hundred and
eighty (180) days from the date of receipt of the Payment Blockage Notice; (2) the date such event of default has been
cured or waived in accordance with the terms of such Senior Indebtedness; or (3) the date such Payment Blockage Period
shall have been terminated by written notice from the Person initiating such Payment Blockage Period. Notwithstanding
any of the foregoing, until the Obligations under the Principal Credit Agreement are Paid in Full, (x) only the Senior Agent
shall have the right to give a Payment Blockage Notice and (y) any Payment Blockage Notice given by a holder of any
Senior Indebtedness that is not the Senior Agent shall not be effective for any purposes. Homes shall deliver any Payment
Blockage Notice promptly to Indemnitee.
(iii)
Indemnitor may resume payments hereunder at the end of the Payment Blockage Period
unless a Senior Payment Default then exists.
(iv)
Until all Obligations with respect to Senior Indebtedness are Paid in Full, so long as a
Senior Payment Default has occurred and is continuing or a Payment Blockage Period has commenced and is continuing,
Indemnitee shall not (and shall not permit any member of the Honeywell Group to) make, sue for, ask or demand from any
member of the Homes Group payment of all or any of the obligations hereunder, or commence, or join with any creditor
other than the Senior Agent in commencing, directly or indirectly cause any member of the Homes Group, or assist any
member of the Homes Group in commencing, any Insolvency Proceeding; provided, however, that nothing herein shall
restrict Indemnitee from filing a proof of claim with respect to obligations hereunder in any Insolvency Proceeding.
(v)
Indemnitor shall promptly provide written notice to Indemnitee regarding the occurrence or
termination of a Senior Payment Default.
(d)
In the event that Indemnitee receives any payment hereunder, whether in cash, property or securities
(including, without limitation, by way of setoff, recovery from a judgment lien or otherwise), at a time when such payment or
distribution is prohibited by this Section 2.14, such payment or distribution shall be held by Indemnitee, in trust for the benefit of,
and shall be paid forthwith over and delivered to the Senior Agent (or if there is no Senior Agent, the applicable Financial
Representative in accordance with the terms of the Senior Indebtedness and any intercreditor agreement applicable thereto).
(e)
Indemnitor shall promptly notify Indemnitee of any facts known to Indemnitor that would cause a
payment hereunder to violate this Section 2.14, but failure to give such notice shall not affect the subordination of payments
hereunder to the Senior Indebtedness as provided in this Section 2.14.
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(f)
After (and only after) all Senior Indebtedness is Paid in Full in cash or other payment satisfactory to the
holders of the Senior Indebtedness (such satisfaction to be evidenced in writing by such holders of Senior Indebtedness), Indemnitee
shall be subrogated (equally and ratably with all other indebtedness pari passu with Indemnitee and entitled to similar rights of
subrogation) to the rights of holders of Senior Indebtedness to receive payments or distributions applicable to Senior Indebtedness to
the extent that payments or distributions otherwise payable to Indemnitee have been applied to the payment of Senior Indebtedness.
A distribution made under this Section 2.14 to holders of Senior Indebtedness that otherwise would have been made to Indemnitee is
not, as between Indemnitor and Indemnitee, a payment on amounts due hereunder.
(g)
This Section 2.14 defines the relative rights of, on the one hand, Indemnitee and, on the other hand, the
holders of Senior Indebtedness. Nothing in this Section 2.14 shall:
(i)
impair, as between Indemnitor and Indemnitee, the obligation of Indemnitor, which is
absolute and unconditional, to pay amounts payable by Indemnitor to Indemnitee hereunder;
(ii)
affect the relative rights of Indemnitee and creditors of Indemnitor Group other than their
rights in relation to holders of Senior Indebtedness; or
(iii)
subject to Section 2.14(c)(iv), prevent Indemnitee from exercising its available remedies
upon the occurrence of a Default, subject to the rights of holders and owners of Senior Indebtedness under this Section 2.14
to receive distributions and payments otherwise payable to Indemnitee.
If Indemnitor fails, because of this Section 2.14, to pay any amounts due and payable to Indemnitee hereunder on the due date, the
failure shall still constitute a Default.
(h)
No right of any holder of Senior Indebtedness to enforce the subordination of the amounts payable by
Indemnitor to Indemnitee hereunder shall be impaired by any act, or failure to act, by Indemnitor, Homes or Indemnitee or by the
failure of Homes, Indemnitor or Indemnitee to comply with this Section 2.14 or any other provision of this Agreement.
(i)
Whenever a distribution is to be made or a notice given to holders of Senior Indebtedness, the
distribution may be made and the notice given to their Financial Representative. Upon any payment or distribution of assets of any
member of Indemnitor Group referred to in this Section 2.14, Indemnitee shall be entitled to rely upon any order or decree made by
any court of competent jurisdiction or upon any certificate of a Financial Representative of a holder of Senior Indebtedness or of the
liquidating trustee or agent or other person making any distribution to Indemnitee for the purpose of ascertaining the persons entitled
to participate in such distribution, the holders of the Senior Indebtedness and other indebtedness of Indemnitor Group, the amount
thereof or payable thereon, the amount or amounts paid or distributed thereon and all other facts pertinent thereto or to this Section
2.14.
(j)
The provisions of this Section 2.14 and related definitions in Section 1.1 shall not be amended or
modified in any manner adverse to the holders of Senior Indebtedness without the written consent of the holders of all Senior
Indebtedness (or, in the case of any holders of Senior Indebtedness represented by a Financial Representative, without the written
consent of such Financial Representative acting on behalf of such holders pursuant to the terms of the agreement, indenture or other
document governing such Senior Indebtedness).
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(k)
To the fullest extent permitted by Law, the provisions of this Section 2.14 and the obligations under
this Agreement shall remain in full force and effect irrespective of (i) any amendment, modification or supplement of, or any
rescission, waiver or consent to, any of the terms of the Senior Indebtedness or the agreement or instrument governing the Senior
Indebtedness, this Agreement or any other agreement, (ii) the taking, exchange, release or non-perfection of any collateral securing
the Senior Indebtedness, or the taking, release or amendment or waiver of or consent to departure from any guaranty of the Senior
Indebtedness, (iii) the manner of sale or other disposition of the collateral securing the Senior Indebtedness or the application of the
proceeds upon such sale, (iv) the failure of any holder of the Senior Indebtedness or any other Person to assert any claim or demand
or to enforce any right or remedy under the provisions of the agreement or instrument governing the Senior Indebtedness, this
Agreement or otherwise, (v) any illegality, lack of validity or lack of enforceability of any of the terms of the Senior Indebtedness or
the agreement or instrument governing the Senior Indebtedness or this Agreement, (vi) any change in the corporate existence,
structure or ownership of Indemnitor or any member of Indemnitor Group, or any insolvency, bankruptcy, reorganization or other
similar proceeding affecting any such Person or its assets, (vii) any action permitted or authorized hereunder, or (viii) any other
circumstance which might otherwise constitute a defense available to, or a discharge of, Indemnitor, any member of Indemnitor
Group, Indemnitee or any other subordinated creditor. Indemnitee and Indemnitor each hereby waives promptness, diligence, notice
of acceptance and any other notice with respect to any of the Senior Indebtedness and any requirement that any holder of the Senior
Indebtedness or Financial Representative of any holders of Senior Indebtedness secure, perfect or insure any security interest or lien
or any property or exhaust any right or take any action against Indemnitor, any member of Indemnitor Group or any other person or
entity or any collateral. The holders of the Senior Indebtedness (and each Financial Representative of the holders of Senior
Indebtedness) are hereby authorized to demand specific performance of this Agreement. Indemnitee and Indemnitor each hereby
irrevocably waives any defense based on the adequacy of a remedy at Law, which might be asserted as a bar to such remedy of
specific performance.
(I)
The holders of the Senior Indebtedness (and each Financial Representative of the holders of Senior
Indebtedness) shall be third-party beneficiaries of this Section 2.14 and shall be entitled to enforce the provisions hereof directly
against Indemnitee and Indemnitor.
Section 2.15

Confidentiality; Privilege.

(a)
From and after the Distribution Date until two (2) years following the date of termination of this
Agreement, Indemnitor Group shall, and shall cause its Affiliates that are members of the Homes Group and Representatives to, keep
confidential any and all non-public information provided pursuant to Section 2.2 and Section 3.3(a) ; provided, however, that
Indemnitor shall not be liable hereunder with respect to any disclosure to the extent such disclosure is determined by Indemnitor
(with the advice of counsel) to be required by any applicable Law or Order, including applicable rules of any securities exchange. In
the event that Indemnitor or any of its Affiliates or Representatives are required by any applicable Law or Order to disclose any such
non-public information, Indemnitor shall, (i) to the extent permissible by such applicable Law or Order, provide Indemnitee with
prompt written notice of such requirement, (ii) disclose only that information that Indemnitor determines (with the advice of counsel)
is required by such applicable Law or Order to be disclosed and (iii) use reasonable efforts to preserve the confidentiality of such
non-public information, including by, at the request of Indemnitee, reasonably cooperating with Indemnitee to
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obtain an appropriate protective order or other reliable assurance that confidential treatment will be accorded such non-public
information. Notwithstanding the foregoing, such non-public information shall not include information that (A) is or becomes
available to the public after the Distribution Date other than as a result of a disclosure by Indemnitor or any of its Affiliates or
Representatives in breach of this Section 2.15 or (B) becomes available to Indemnitor or any of its Affiliates or Representatives after
the Distribution Date from a source other than Indemnitee or its Affiliates or Representatives if the source of such information is not
known by Indemnitor or its Affiliates or Representatives to be bound by a confidentiality agreement with, or other contractual, legal
or fiduciary obligation of confidentiality to, Indemnitee or its Affiliates with respect to such information. Notwithstanding anything
to the contrary in this Agreement, any member of Indemnitor Group may share such non-public information with its Affiliates and
Representatives, provided that: (i) such Representatives or Affiliate (where such Affiliate is not a member of Indemnitor Group) shall
enter into a confidentiality agreement with such member of Indemnitor Group on terms substantially similar to this Section 2.15 to
keep such non-public information confidential and will not disclose such information to any other Person; (ii) such Representatives
shall not use such non-public information in any manner that is detrimental to the interests of Indemnitee or its Affiliates; and (iii)
Indemnitor agrees that it is responsible to Indemnitee for any action, or failure to act, that would constitute a breach or violation of
this Section 2.15 by any such Representative or Affiliate.
(b)
Indemnitee shall be entitled, in perpetuity, to control the assertion or waiver of all privileges and
immunities in connection with any privileged information that relates solely or primarily to the Claims, whether or not the privileged
information is in the possession or under the control of any Affiliate of Indemnitor or any Affiliate of Indemnitee. Indemnitee shall
also be entitled, in perpetuity, to control the assertion or waiver of all privileges and immunities in connection with any privileged
information that relates solely or primarily to any Claims in connection with any legal proceedings that are now pending or may be
asserted in the future, whether or not the privileged information is in the possession or under the control of any Affiliate of
Indemnitor or any Affiliate of Indemnitee.
(c)
If the Parties do not agree as to whether certain information is privileged information, then such
information shall be treated as privileged information, and Indemnitee shall be entitled to control the assertion or waiver of all
privileges and immunities in connection with any such information until such time as it is finally judicially determined that such
information is not privileged information or unless the Parties otherwise agree.
(d)
The Parties agree that their respective rights to access information, witnesses and other Persons, the
furnishing of notices and documents and other cooperative efforts between the Parties contemplated by this Agreement and the
transfer of privileged information between the Parties pursuant to this Agreement, shall not be deemed a waiver of any privilege that
has been or may be asserted under this Agreement or otherwise.
Section 2.16
Tax Treatment. Payments under this Agreement shall be treated for U.S. federal income tax purposes
as being made immediately prior to the distribution of Homes by Honeywell, in accordance with the Separation Agreement. Neither
Indemnitor nor any of its Affiliates shall claim any deduction for U.S. federal income tax purposes in respect of such payments other
than any portion of such payments treated as interest under applicable U.S. federal income tax rules. Honeywell shall be the only
person entitled to claim deductions for U.S. federal, state or local income tax purposes in respect of any Losses relating to Claims.
All Parties hereto shall and shall cause their Affiliates to file all Tax returns on a basis consistent with the foregoing,
and neither any Party nor an Affiliate shall take any Tax position inconsistent with this Section 2.16.
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ARTICLE III
TERM AND TERMINATION
Section 3.1
Term. This Agreement shall be effective as of the date hereof and, unless the Agreement is terminated
earlier as provided herein, shall continue until the earliest to occur of December 31, 2043 or (y) December 31st of the third
consecutive year during which the sum of (i) the Aggregate Annual Obligation, plus (ii) any Accrued Amounts has been less
than $25,000,000 (the “Termination Date”).
Section 3.2
Termination. This Agreement may be terminated prior to the Termination Date by mutual written
agreement of the Parties (in which case, the date of such termination shall be the “Termination Date” for all other purposes under this
Agreement).
Section 3.3

Effect of Termination.

(a)
Upon the termination of this Agreement, no Party shall have any liability or further obligation to any
other Party or any of such Party’s Affiliates under this Agreement; provided, however, that on February 15 of the calendar year
following the Termination Date, Indemnitee shall deliver to Indemnitor a Prior Year Aggregate Loss Statement and:
(i)
if there is a Deficiency Amount set forth in the Prior Year Aggregate Loss Statement, then
such Deficiency Amount shall be due and payable;
(ii)
any Accrued Amounts outstanding as of such date shall be due and payable;
(iii)
any payments of such Deficiency Amount and any remaining Accrued Amount shall first be
paid by reducing the amount of any Overage Amount and any remaining Overage Credit and then, if any such Overage
Amount and Overage Credit has been reduced to zero, by payment of cash from Indemnitor to Indemnitee; and
(iv)
if there is an Overage Amount set forth in the Prior Year Aggregate Loss Statement and/or
any remaining Overage Credit following any payments contemplated by Section 3.3(a)(iii), Indemnitee shall pay to
Indemnitor the sum of such Overage Amount, plus any such remaining Overage Credit.
Any payment made hereunder shall be made promptly following delivery of the Prior Year Aggregate Loss Statement and, in any
event, within twenty (20) days thereof, in cash, by wire transfer of immediately available funds, to an account specified by the
receiving Party in writing and the paying Party shall send a payment confirmation to the receiving Party by fax or e-mail.
(b)
Notwithstanding any expiration or termination of this Agreement, Sections 2.5, 2.14 and 2.15, this
Section 3.3, and Article IV shall survive and remain in effect in accordance with their terms. Any termination of this Agreement shall
be without prejudice to any other rights or remedies available under this Agreement or at Law.
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ARTICLE IV
MISCELLANEOUS
Section 4.1
Counterparts; Entire Agreement. This Agreement may be executed in one or more counterparts, all of
which counterparts shall be considered one and the same agreement, and shall become effective when one or more counterparts have
been signed by each Party and delivered to the other Party. This Agreement may be executed by facsimile or PDF signature and
scanned and exchanged by electronic mail, and such facsimile or PDF signature or scanned and exchanged copies shall constitute an
original for all purposes. This Agreement, the Exhibits hereto and the Separation Agreement contain the entire agreement between
the Parties with respect to the subject matter hereof and supersede all previous agreements, negotiations, discussions, writings,
understandings, commitments and conversations with respect to such subject matter, and there are no agreements or understandings
between the Parties with respect to the subject matter hereof other than those set forth or referred to herein or therein.
Section 4.2
Representations and Warranties. Each Party, severally as to itself only, and not jointly or jointly and
severally, hereby represents and warrants to each other Party hereto as of the date of this Agreement as follows:
(a)
each such Person has the requisite corporate or other power and authority and has taken all corporate
or other action necessary in order to execute, deliver and perform this Agreement and to consummate the transactions contemplated
hereby and thereby;
(b)
this Agreement has been duly executed and delivered by it and constitutes a valid and binding
agreement of it enforceable in accordance with the terms thereof;
(c)
neither the execution, delivery or performance by each such Person of this Agreement, nor the
consummation of the transactions contemplated hereby, will (i) result in a material violation or material breach of, or material default
under, any provision of the organizational documents of such Party or (ii) conflict with or result in a violation of, or give any
Governmental Authority or other Person the right to challenge any of the transactions contemplated hereby under, any Law or Order
applicable to such Party; and
(d)
both (i) immediately after entering into this Agreement and (ii) upon the payment of the Estimated
Initial Obligation, Indemnitor shall be solvent and shall (a) be able to pay its debts as they become due, (b) own property that has a
fair saleable value greater than the amounts required to pay its debts (including a reasonable estimate of the amount of all contingent
liabilities) and (c) have adequate capital to carry on its businesses.
Section 4.3
Dispute Resolution. In the event that any Party, acting reasonably, forms the view that another Party
has caused a material breach of the terms of this Agreement, then the Party that forms such a view shall serve written notice of the
alleged breach on the other Parties and the Parties shall work together in good faith to resolve any such alleged breach within thirty
(30) days of such notice (a “Dispute”). If any such alleged breach is not so resolved, then a senior executive of each Party shall, in
good faith, attempt to resolve any such alleged breach within the following thirty (30) days of the referral of the matter to the senior
executives. If no resolution is reached with respect to any such alleged breach in accordance with the procedures contained in this
Section 4.3, then the Parties may seek to resolve such matter in accordance with Section 4.4 and Section 4.5.
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Section 4.4
Governing Law; Jurisdiction. Any disputes arising out of or relating to this Agreement, including,
without limitation, to its execution, performance, or enforcement, shall be governed by, and construed in accordance with, the Laws
of the State of New York, regardless of the Laws that might otherwise govern under applicable principles of conflicts of Laws
thereof. Each Party irrevocably consents to the exclusive jurisdiction, forum and venue of any state or federal court sitting in New
York City in the State of New York over any and all claims, disputes, controversies or disagreements between the Parties or any of
their respective Affiliates, successors and assigns under or related to this Agreement or any of the transactions contemplated hereby,
including, without limitation, to their execution, performance or enforcement, whether in contract, tort or otherwise. Each of the
Parties hereby agrees that it shall not assert and shall hereby waive any claim or right or defense that it is not subject to the
jurisdiction of such courts, that the venue is improper, that the forum is inconvenient or any similar objection, claim or argument.
Each Party agrees that a final judgment in any legal proceeding resolved in accordance with this Section 4.4, Section 4.5
and Section 4.6 shall be conclusive and may be enforced in other jurisdictions by suit on the judgment or in any other manner
provided by applicable Law.
Section 4.5
Waiver of Jury Trial. EACH PARTY HEREBY WAIVES ITS RIGHTS TO A JURY TRIAL OF ANY
CLAIM OR CAUSE OF ACTION BASED UPON, ARISING OUT OF OR RELATING TO THIS AGREEMENT OR THE
TRANSACTIONS CONTEMPLATED HEREBY INCLUDING, WITHOUT LIMITATION, THEIR EXECUTION,
PERFORMANCE OR ENFORCEMENT, WHETHER IN CONTRACT, TORT OR OTHERWISE. THE SCOPE OF THIS
WAIVER IS INTENDED TO BE ALL-ENCOMPASSING OF ANY AND ALL DISPUTES THAT MAY BE FILED IN ANY
COURT AND THAT RELATE TO THE SUBJECT MATTER OF THIS TRANSACTION, INCLUDING, WITHOUT
LIMITATION, CONTRACT CLAIMS, TORT CLAIMS (INCLUDING NEGLIGENCE), BREACH OF DUTY CLAIMS AND ALL
OTHER COMMON LAW AND STATUTORY CLAIMS. THIS SECTION HAS BEEN FULLY DISCUSSED BY EACH OF THE
PARTIES AND THESE PROVISIONS WILL NOT BE SUBJECT TO ANY EXCEPTIONS.
Section 4.6
Court-Ordered Interim Relief. In accordance with Section 4.4 and Section 4.5, at any time
after giving notice of a Dispute, each Party shall be entitled to interim measures of protection duly granted by a court of competent
jurisdiction: (1) to preserve the status quo pending resolution of the Dispute; (2) to prevent the destruction or loss of documents and
other information or things relating to the Dispute; or (3) to prevent the transfer, disposition or hiding of assets. Any such interim
measure (or a request therefor to a court of competent jurisdiction) shall not be deemed incompatible with the provisions of Section
4.3, Section 4.4, or Section 4.5. Until such Dispute is resolved in accordance with Section 4.3 or final judgment is rendered in
accordance with Section 4.4 and Section 4.5, each Party agrees that such Party shall continue to perform its obligations under this
Agreement and that such obligations shall not be subject to any defense or set-off, counterclaim, recoupment or termination.
Section 4.7

Assignability; Transfer.

(a)
Except as set forth in Section 4.7(b), (c), (d) and (e), neither this Agreement nor any of the rights,
interests or obligations under this Agreement shall be assigned, in whole or in part, by operation of Law or otherwise by either Party
without the prior written consent of the other Party (consent to be provided in such Party’s sole discretion); provided that Indemnitee
may assign this Agreement to any Affiliate, in whole or in part, without the consent of any other Party hereto.
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(b)
Any Party may assign this Agreement without prior written consent if: (i) such assignment is pursuant
to (a) a merger transaction in which the surviving entity acquires or assumes all, or substantially all, of such Party’s assets or (b) the
sale of all, or substantially all, of such Party’s assets; and (ii) other than in respect of an assignment by Honeywell pursuant to clause
(b)(i) above, (A) the assignee or successor-in-interest shall have corporate credit ratings assigned to it by Moody’s Corporation and
S&P Global Inc. (or any respective successors thereof) of no less than Baa2/BBB, respectively; and (B) it shall not be reasonably
foreseeable as of the date of such assignment that such assignee or successor-in-interest will be downgraded as a result of the
contemplated transaction with Indemnitor or otherwise. Notwithstanding the foregoing, in no event shall an assignment occur under
this Section 4.7(b) unless the assignee or successor-in-interest expressly assumes in writing all of the obligations of the assigning
Party under this Agreement, and such assigning Party provides written notice and evidence of such assignment, assumption or
succession to the non-assigning Party.
(c)
In the event that Indemnitor Group effects a separation of a substantial portion of its business into one
or more entities (each a “Homes Newco”), whether existing or newly-formed, including by way of a Separation Transaction, prior to
such separation, Indemnitor shall cause any such Homes Newco to enter into an agreement with Indemnitee that contains rights and
obligations that are substantially similar to those set forth in this Agreement and under which Homes Newco and Indemnitor shall be
jointly and severally responsible for the indemnification and reimbursement obligations set forth in this Agreement. For the
avoidance of doubt, any sale of equity interests or assets for consideration is not subject to this Section 4.7(c). Notwithstanding the
foregoing, Indemnitor Group may not enter into any Separation Transaction unless Homes Newco shall have corporate credit ratings
assigned to it by Moody’s and S&P of no less than Baa2/BBB, respectively, and it shall not be reasonably foreseeable, as of the date
of such Separation Transaction, that Homes Newco will be downgraded.
(d)
Notwithstanding the foregoing, Indemnitee may assign this Agreement without the consent of any
other Party hereto to Honeywell or any of its Subsidiaries and any such transferees or assignees shall thereafter be treated as
“Indemnitee” for all purposes under this Agreement.
(e)
Notwithstanding the foregoing, Indemnitor may assign this Agreement without the consent of any
other Party hereto to New HAPI 2, and New HAPI 2 shall assume all liability hereunder, in connection with the transactions
contemplated by the Separation Agreement. Following such assignment and assumption, New HAPI 2 shall be treated as
“Indemnitor” for all purposes under this Agreement and New HAPI Inc. shall be relieved of all liability hereunder.
(f)
Any purported assignment in contravention of this Section 4.7 shall be void. Subject to this Section 4.7,
this Agreement will be binding upon, inure to the benefit of, and be enforceable by, the Parties and their respective successors and
assigns.
Section 4.8
Notices. All notices or other communications under this Agreement shall be in writing and shall be
deemed to be duly given when (a) delivered in person, (b) on the date received, if sent by a nationally recognized delivery or courier
service or (c) upon the earlier of confirmed receipt or the fifth Business Day following the date of mailing if sent by registered or
certified mail, return receipt requested, postage prepaid and addressed as follows:
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(a)

if to Indemnitor:
New HAPI Inc.
115 Tabor Road
Morris Plains,
NJ 07950
Attention:
Email:

(b)

John J. Tus, President
John.Tus@Honeywell.com

if to Indemnitee,
Honeywell International Inc.
115 Tabor Road
Morris Plains,
NJ 07950
Attention:
Anne T. Madden, Senior Vice President, General Counsel and Corporate
Secretary
Email:
Anne.Madden@Honeywell.com

(c)

with a copy of any such notice sent to Indemnitee or Indemnitor (which shall not constitute notice) to:
Cleary Gottlieb Steen & Hamilton LLP
One Liberty Plaza
New York,
NY 10006
Attention:
Craig B. Brod
Kimberly R. Spoerri
Fax:
(212) 225-3999
Email:
cbrod@cgsh.com
kspoerri@cgsh.com

Either Party may, by notice to the other Party, change the address to which such notices are to be given. Each Party agrees that
nothing in this Agreement shall effect the other Parties’ right to serve process in any other manner permitted by Law.
Section 4.9
Severability. If any provision of this Agreement or the application thereof to any Person or
circumstance is determined by a court of competent jurisdiction to be invalid, void or unenforceable, the remaining provisions hereof,
or the application of such provision to Persons or circumstances or in jurisdictions other than those as to which it has been held
invalid or unenforceable, shall remain in full force and effect and shall in no way be affected, impaired or invalidated thereby, so
long as the economic or legal substance of the transactions contemplated hereby is not affected in any manner materially adverse to
either Party. Upon any such determination, any such provision, to the extent determined to be invalid, void or unenforceable, shall be
deemed replaced by a provision that such court determines is valid and enforceable and that comes closest to expressing the intention
of the invalid, void or unenforceable provision.
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Section 4.10
Fees and Expenses. Except as otherwise expressly provided in this Agreement, all costs and expenses
incurred in connection with this Agreement and the transactions contemplated hereby shall be paid by the Party incurring such costs
and expenses. Notwithstanding the foregoing, if any action at law or in equity is necessary to enforce or interpret the terms of this
Agreement, the prevailing Party shall be entitled to recover from the non-prevailing Party attorneys’ fees and other costs and
expenses incurred in connection with any such action in addition to any other relief to which such Party may be entitled. For the
avoidance of doubt, any such costs and expenses shall not be included in, or subject to, the Cap.
Section 4.11
Headings. The article, section and paragraph headings contained in this Agreement, including in the
table of contents of this Agreement, are for reference purposes only and shall not affect in any way the meaning or interpretation of
this Agreement.
Section 4.12
Waivers of Default. No failure or delay of any Party in exercising any right or remedy under this
Agreement shall operate as a waiver thereof, nor shall any single or partial exercise of any such right or power, or any abandonment
or discontinuance of steps to enforce such right or power, or any course of conduct, preclude any other or further exercise thereof or
the exercise of any other right or power. Waiver by any Party of any default by the other Party of any provision of this Agreement
shall not be deemed a waiver by the waiving Party of any subsequent or other default.
Section 4.13
Amendments. No provisions of this Agreement shall be deemed waived, amended, supplemented or
modified by any Party, unless such waiver, amendment, supplement or modification is in writing and signed by the authorized
representative of each Party; provided that no amendment resulting in the increase of the late payment fee set forth in Section 2.5(b)
shall be effective without the written consent of the “Required Lenders” (as defined in the Principal Credit Agreement) under the
Principal Credit Agreement. The lenders under the Principal Credit Agreement shall be third-party beneficiaries of this Section 4.13
and shall be entitled to enforce the provisions hereof directly against Indemnitee and Indemnitor.
Section 4.14
Interpretation. Words in the singular shall be held to include the plural and vice versa and words of one
gender shall be held to include the other gender as the context requires. The terms “hereof,” “herein,” “herewith” and words of
similar import, unless otherwise stated, shall be construed to refer to this Agreement as a whole (including all of the schedules
hereto) and not to any particular provision of this Agreement. Article, Section or Exhibit references are to the articles, sections and
Exhibits of or to this Agreement unless otherwise specified. Any capitalized terms used in any Exhibit to this Agreement but not
otherwise defined therein shall have the meaning as defined in this Agreement. Any definition of or reference to any agreement,
instrument or other document herein (including any reference herein to this Agreement) shall, unless otherwise stated, be construed
as referring to such agreement, instrument or other document as from time to time amended, supplemented or otherwise modified
(subject to any restrictions on such amendments, supplements or modifications set forth therein, including in Section 4.13 above).
The word “including” and words of similar import when used in this Agreement shall mean “including, without limitation,” unless
the context otherwise requires or unless otherwise specified. The word “or” shall not be exclusive. All references to “$” or dollar
amounts are to lawful currency of the United States of America. In the event that an ambiguity or question of intent or interpretation
arises, this Agreement shall be construed as if drafted jointly by the Parties, and no presumption or burden of proof shall arise
favoring or disfavoring either Party by virtue of the authorship of any provisions hereof.
*****
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IN WITNESS WHEREOF, each of the Parties have caused this Agreement to be duly executed by their
respective officers thereunto duly authorized, all as of the date first above written.
HONEYWELL INTERNATIONAL INC.
By: /s/Richard Kent
Name: Richard Kent
Title: Vice President, Deputy General Counsel,
Finance and Assistant Secretary
NEW HAPI INC.
By: /s/John J. Tus
Name: John J. Tus
Title: President

[SIGNATURE PAGE TO INDEMNIFICATION AGREEMENT]
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EXHIBIT A
ESTIMATED ANNUAL LOSS STATEMENT
Confidential
Date Prepared: [ ]
Estimated Annual Loss Statement in respect of 20[

]

Estimated Losses1
90% of Estimated Losses
Estimated Insurance Receipts2
Less: 90% of Estimated Insurance Receipts
Estimated Affirmative Environmental Litigation Proceeds3
Less: 90% of Estimated Affirmative Environmental Litigation Proceeds
Estimated Property Sales Proceeds4
Less: 90% of Estimated Property Sales Proceeds
Estimated Co-Contribution Proceeds5
Less: 90% of Estimated Co-Contribution Proceeds
Estimated Annual Obligation

1 Does not include Losses that are included in the calculation of a Liability Transfer Resolution Amount.
2 Does not include amounts received in respect of a Liability Transfer
Resolution Event. 3 Does not include amounts received in respect of a
Liability Transfer Resolution Event. 4 Does not include amounts
received in respect of a Liability Transfer Resolution Event. 5 Does not
include amounts received in respect of a Liability Transfer Resolution
Event.

$[
$[
$[
$[
$[
$[
$[
$[
$[
$[
$[

]
]
]
]
]
]
]
]
]
]
]

EXHIBIT B
INITIAL PRIOR YEAR AGGREGATE LOSS STATEMENT
Confidential
Date Prepared: [ ]
Initial Prior Year Aggregate Loss Statement in respect of 2018
Losses incurred during Initial Period6
90% of Losses incurred during Initial Period
Insurance Receipts incurred during Initial Period7
Less: 90% of Insurance Receipts incurred during Initial Period
Affirmative Environmental Litigation Proceeds incurred during Initial Period8
Less: 90% of Affirmative Environmental Litigation Proceeds incurred during Initial Period
Property Sales Proceeds incurred during Initial Period9
Less: 90% of Property Sales Proceeds incurred during Initial Period
Co-Contribution Proceeds incurred during Initial Period10
Less: 90% of Co-Contribution Proceeds incurred during Initial Period
Initial Environmental Obligation
Plus: any Disallowance Payment
Plus: any Cumulative Outstanding Liability Transfer Losses
Initial Obligation
Estimated Initial Obligation
Less: [Estimated Initial Obligation][Cap]11
[Initial Deficiency Amount][Initial Overage Amount]
[Initial Cash Deficiency Payment][Overage Credit]
Liability Transfer Resolution Amount
90% of Liability Transfer Resolution Amount
Insurance Receipts in respect of a Liability Transfer Resolution Event

$[
$

$[
$[
$[
$[
$[
$[
$[
$[
$[
$[
$[
$[
$[
$[
$[
$[
][(
][(

]
]
]
]
]
]
]
]
]
]
]
]
]
]
]
]
)]
)]

$[
$[
$[

]
]
]

6 Does not include Losses that are included in the calculation of a Liability Transfer Resolution Amount.
7 Does not include amounts received in respect of a Liability Transfer
Resolution Event . 8 Does not include amounts received in respect of a
Liability Transfer Resolution Event. 9 Does not include amounts
received in respect of a Liability Transfer Resolution Event. 10 Does
not include amounts received in respect of a Liability Transfer
Resolution Event.
11 The lesser of the Estimated Initial Obligation and the Cap will be deducted from the Initial Obligation.

Less: 90% of Insurance Receipts
Affirmative Environmental Litigation Proceeds in respect of a Liability Transfer
Resolution Event
Less: 90% of Affirmative Environmental Litigation Proceeds
Property Sale Proceeds in respect of a Liability Transfer Resolution Event
Less: 90% of Property Sale Proceeds
Co-Contribution Proceeds in respect of a Liability Transfer Resolution Event
Less: 90% of Co-Contribution Proceeds
Less: aggregate amount of all Liability Transfer Allocations12
Cumulative Outstanding Liability Transfer Losses
Estimated Initial Obligation
[Plus: Initial Deficiency Amount][Less: Initial Overage Amount]
Aggregate annual payments made under Section 2.3
Less: Initial Environmental Obligation
Less: Disallowance Payments
Liability Transfer Allocation (for following year)13
Plus: all prior Liability Transfer Allocations
Aggregate amount of all Liability Transfer Allocations (for following year)14
Description of Liability Transfer Resolution Events occurring until December 1,
2018
[]
[]

$[
$[

]
]

$[
$[
$[
$[
$[

]
]
]
]
]
$0
)]

$[

][(

$[

$[
$[
$[
$[
$[
][(

$[

][(

]
]
]
]
]
)]
$0
)]

Liability Transfer Resolution Amounts
$[
$[

]
]

12 This amount is calculated as of immediately prior to the Loss Statement Date and will not include the Liability Transfer
Allocation which is calculated pursuant to Section 2.3(e) as of the Loss Statement Date on which this Initial Prior Year Aggregate
Loss Statement

is delivered. Therefore, the amount will be $0.
13 This Liability Transfer Allocation amount is provided as a reference for the following year and will be used in the calculation of
the Cumulative Outstanding Liability Transfer Losses in such following year, but will not be used in such calculation for the year in
respect of which this report is generated.
14 This Liability Transfer Allocation amount is provided as a reference for the following year and will be used in the calculation of
the Cumulative Outstanding Liability Transfer Losses in such following year, but will not be used in such calculation for the year in
respect of which this report is generated.
[
]
$[
]

EXHIBIT C
QUARTERLY REPORT
Confidential
Date Prepared: [ ]
Quarterly Report in respect of Quarter [ ] of 20[ ]
Year-to-Date Losses15
90% of Year-to-Date Losses
Year-to-Date Insurance Receipts16
Less: 90% of Year-to-Date Insurance Receipts
Year-to-Date Affirmative Environmental Litigation Proceeds17
Less: 90% of Year-to-Date Affirmative Environmental Litigation Proceeds
Year-to-Date Property Sales Proceeds18
Less: 90% of Year-to-Date Property Sales Proceeds
Year-to-Date Co-Contribution Proceeds19
Less: 90% of Year-to-Date Property Sales Proceeds
Year-to-Date Environmental Obligation
Year-to-Date Disallowance Payments
Description of Year-to-Date Liability Transfer Resolution Events
[
]
[
]
[
]

$[
$[
$[
$[
$[
$[
$[
$[
$[
$[
$[
$[

]
]
]
]
]
]
]
]
]
]
]
]

Liability Transfer Resolution Amounts
$[
]
$[
]
$[
]

15 Does not include Losses that are included in the calculation of a Liability Transfer Resolution Amount.

16 Does not include amounts received in respect of a Liability Transfer
Resolution Event. 17 Does not include amounts received in respect of a
Liability Transfer Resolution Event. 18 Does not include amounts
received in respect of a Liability Transfer Resolution Event. 19 Does not
include amounts received in respect of a Liability Transfer Resolution
Event.

EXHIBIT D
PRIOR YEAR AGGREGATE LOSS STATEMENT
Confidential
Date Prepared: [ ]
Prior Year Aggregate Loss Statement in respect of 20[ ]
Losses20
90% of Losses
Insurance Receipts21
Less: 90% of Insurance Receipts
Affirmative Environmental Litigation Proceeds22
Less: 90% of Affirmative Environmental Litigation Proceeds
Property Sales Proceeds23
Less: 90% of Property Sales Proceeds
Co-Contribution Proceeds24
Less: 90% of Property Sales Proceeds
Environmental Obligation
Plus: any Disallowance Payment
Plus: any Cumulative Outstanding Liability Transfer Losses
Aggregate Annual Obligation
Estimated Annual Obligation
Less: [Estimated Annual Obligation][Cap]25
[Deficiency Amount][Overage Amount]
[Less: Overage Credit]26
[Annual Cash Deficiency Payment][Overage Credit]
Liability Transfer Resolution Amount

$[
$[

$[
$[
$[
$[
$[
$[
$[
$[
$[
$[
$[
$[
$[
$[
$[
$[
][(
$[
][(

]
]
]
]
]
]
]
]
]
]
]
]
]
]
]
]
)]
]
)]

$[

]

20 Does not include Losses that are included in the calculation of a Liability Transfer Resolution Amount.
21 Does not include amounts received in respect of a Liability Transfer
Resolution Event. 22 Does not include amounts received in respect of a
Liability Transfer Resolution Event. 23 Does not include amounts
received in respect of a Liability Transfer Resolution Event. 24 Does
not include amounts received in respect of a Liability Transfer
Resolution Event.
25 The lesser of the Estimated Initial Obligation and the Cap will be deducted from the Initial Obligation.
26 Overage Credit is deducted only if there is a Deficiency Amount.

90% of Liability Transfer Resolution Amount
Insurance Receipts in respect of a Liability Transfer Resolution Event
Less: 90% of Insurance Receipts
Affirmative Environmental Litigation Proceeds in respect of a Liability Transfer
Resolution Event
Less: 90% of Affirmative Environmental Litigation Proceeds
Property Sale Proceeds in respect of a Liability Transfer Resolution Event
Less: 90% of Property Sale Proceeds
Co-Contribution Proceeds in respect of a Liability Transfer Resolution Event
Less: 90% of Co-Contribution Proceeds
Less: aggregate amount of all Liability Transfer Allocations27
Cumulative Outstanding Liability Transfer Losses
Estimated Annual Obligation
[Plus: Deficiency Amount][Less: Overage Amount]
Aggregate annual payments made under Section 2.3
Less: Environmental Obligation
Less: Disallowance Payments
Liability Transfer Allocation (for following year)28
Plus: all prior Liability Transfer Allocations
Aggregate amount of all Liability Transfer Allocations (for following year) 29
Description of Liability Transfer Resolution Events occurring between
December 1, 20[ ] and December 1, 20[ ]

$[

$[
$[

$[
$[
$[
$[

]
]
]
]

$[
$[
$[
$[
$[
$[
][(

]
]
]
]
]
]
)]

$[
$[
$[
$[
$[
][(
$[
][(

]
]
]
]
]
)]
]
)]

Liability Transfer Resolution Amounts

27 This amount is calculated as of immediately prior to the Loss Statement Date and will not include the Liability Transfer
Allocation which is calculated pursuant to Section 2.3(e) as of the Loss Statement Date on which this Prior Year Aggregate Loss
Statement is

delivered.
28 This Liability Transfer Allocation amount is provided as a reference for the following year and will be used in the calculation of
the Cumulative Outstanding Liability Transfer Losses in such following year, but will not be used in such calculation for the year in
respect of which this report is generated.
29 This Liability Transfer Allocation amount is provided as a reference for the following year and will be used in the calculation of
the Cumulative Outstanding Liability Transfer Losses in such following year, but will not be used in such calculation for the year in
respect of which this report is generated.
[
[
[

]
]
]

$[
$[
$[

]
]
]

EXHIBIT E
SPECIFIED SITES
Site Num
R37466
R37891
R37893
R35024
R35057
R35139
R37134
R37291
R30907
R30911
R30925
R35001
R35002
R35003
R35015
R35046
R35048
R37676
R37743
R37910
R37911
R37977
R37978
Multiple
R37465
R37472
R35183
R30081
R30924
R37932
R37662
R30926
R30927
R35172
R37418
R35129
R37003
R37494
R33436
R35179
R37560
R37950
R35037

Site Name
BAY POINT CORNER PROPERTY
BBI - NEWARK, CA
BBI - PORTLAND, OR
Ironton Tar Plant
Detroit Tar
Rouge River
IRONTON - COKE/TAR PLANT
IRONTON - GOLD CAMP DUMP
Syracuse - Program Costs
Syracuse - Semet Residue Ponds
Syracuse - LCP OU-1
Syracuse - LCP OU-2
Syracuse - Mathews Ave
Syracuse - Nine-Mile Creek
Syracuse - Semet/Willis IRM
Syracuse - Settling Basins 1-8
Syracuse - Wastebed B
Syracuse - Onondaga Lake
Syracuse - Tully Water Treatmt
Syracuse - Willis Avenue
Syracuse - Settling Basin 9-15
Syracuse - Ballfield
Syracuse - SB B/ HarborB RI/FS
NJ Chrome - Miscellaneous sites
DUNHAM-BUSH SITE
JCIA Site
(PMT) SWA - Eupen
GOSSAN MINES
LCP MOUNDSVILLE SOUTH
UOP UPLAND AREA
Amherstburg - HF
LCP ACME
LCP BRUNSWICK
(AERO) Mishawaka, IN
PEAK CREEK
Amherstburg GCCL
SOUTH MONTROSE PLANT
RCRA - FAIRFIELD TAR PLANT
Erie
El Segundo
Ottawa, Ontario
BAY POINT PLANT PONDS
NJ Chrome - SA7

Site Num
R30061
R30064
R30070
R30074
R30076
R30080
R30082
R30088
R30098
R30103
R30112
R30130
R30148
R30905
R30906
R30909
R30916
R30954
R30988
R33401
R33405
R33407
R33408
R33409
R33410
R33413
R33415
R33417
R33418
R33419
R33420
R33423
R33426
R33427
R33428
R33429
R33431
R33433
R33435
R33434
R33438
R33440
R35008
R35009

Site Name
SOUTH POINT
RCRA - DANVILLE PLANT
RCRA - METROPOLIS PLANT
BUFFALO DYE (COLOR) - AREA D
CELOTEX - CHICAGO TAR PLANT
EVERETT TAR PLANT
MALDEN TAR PLANT
TONAWANDA PLASTICS PLANT
N. PENN WATER
SCHMIGEL SITE
BRIDGEPORT RENTAL & OIL CO.
ALLTIFT LANDFILL
LIQUID WASTE DISPOSAL OF KY
BALTIMORE PLANT
GEISMAR (ARCADIAN)
Syracuse - Multisite OM&M
QUANTA RESOURCES (EDGEWATER)
Maxey Flats
BLUFF ROAD (SCRDI)
UOP Littleton
Dwyer Groundwater
Fire-Lite Alarms
Nylene Canada
WVB WQARF
Site A Barrett
Niagara Sanitation Co.
Jurubatuba, Garrett
Doelcam - Soldiers Field
UTP Conner
Old Roosevelt Field
Union Oil & Gas
Parkview COPR Site
Semet Solvay Company
Columbia St Partners
Vine Hill Landfill Complex
Gary Landfill Superfund Site
HW-Bull Indian School Rd
Fullerton Legacy
Hauck Manufacturing
Launceston (Elster)
Trex Properties
Sacramento Suburban Water
IAC - Peoria, AZ
IAC - Fort Washington, PA

Site Num
R35011
R35013
R35014
R35016
R35018
R35021
R35027
R35033
R35034
R35036
R35041
R35045
R35047
R35051
R35053
R35055
R35056
R35060
R35062
R35063
R35064
R35066
R35068
R35069
R35072
R35074
R35075
R35077
R35078
R35080
R35084
R35085
R35086
R35091
R35096
R35098
R35100
R35101
R35102
R35103
R35104
R35105
R35110
R35111
R35113

Site Name
Towson
Syracuse - East Flume IRM
Syracuse - Geddes Brook IRM
Signal Oil & Gas: Long Beach
Gabriel Manufacturing
Shenzhen (Duracraft)
Flexonics/Grove Investment
South Andover
General Chemical (ALL)
NJ Chrome (ACO) - Fisk Street
Ford Pond - General Oil
Ohe Landfill, Germany
Syracuse - Dredge Spoils
Utica/Bendix
Front Royal
Acme - Rockford
Baltimore Chrome Site
Bulciago, Italy
Titusville
Emlenton
Farmer's Valley
Quanta - Long Island City
Baton Rouge Salt Dome
Peterson/Puritan Site
Lammers Barrel
Operation & Maintenance
Area 13 - GASD
Area 21 - AERO
Newell - Allied Dump
American Pine Products
BBI-Milltown Court
Bendix 430 Industrial Ave
Philip Services Incinerator
Ottawa River
Cox Road Dump Site
Bayou Bouillon Oil & Gas
Lower Passaic River
Newark Bay Study Area
Highland Park
Grimes / Conductorlab
Ned Comer v Murphy Oil
Higdon v Exxon Mobil
Seattle Gas Park
Warren Chemical
Swann Park

Site Num
R35116
R35121
R35124
R35126
R35127
R35128
R35130
R35132
R35134
R35137
R35138
R35143
R35144
R35145
R35146
R35147
R35148
R35151
R35152
R35153
R35156
R35157
R35163
R35168
R35170
R35173
R35174
R35176
R35178
R35184
R35185
R35192
R35201
R35202
R35203
R35204
R35208
R35210
R35211
R35212
R35213
R35216
R35223
R35224
R35225

Site Name
OM&M
Yosemite Creek
PAL - Sediments/NRD
PAL - VOCs / Vapor Intrusion
PAL - European Rem Legislation
PAL - Sustainability
Bendix (Mitchel v Zaiser)
Ward Transformer
Brooklyn Tar
De Haen Platz
Gowanus Canal
Barrett - Galveston
Le Mans, France
Brownell Land Company
SA-6 North Non-Chrome
SA-6 South Non-Chrome
Tiverton Town Landfill
Invensys - Sarasota
Invensys - Shelby
Invensys - Spring Valley
Alternate Energy Resources
Hancock Oil
(ACS) Norcross Chicago
(AERO) Grimes - Plymouth
(AERO) Grimes - Ocala
(AERO) Gennevilliers
(AERO) Vendome
(AERO) Witry, France
(PMT) FP - Danville, IL
UTP Stockstill vs ARC
(PMT) SMO - Franklin, IN
Elkton Farms
Bob Cox Well #1
National Metal & Smelting
Vandenberg AFB
528 Elm St Corp
Grimes - Santa Ana
Ellis Rd Superfund Site
Norcross Maiden
Borchardt v Kerr-McGee
(ACS) Mars Hill
NHOU Second Interim Remedy
Circle Environmental
UTP Benoit
UTP Fruge

Site Num
R35226
R35227
R35228
R35229
R35230
R35232
R35234
R35235
R37001
R37005
R37011
R37029
R37039
R37042
R37065
R37068
R37069
R37070
R37075
R37077
R37080
R37081
R37092
R37100
R37102
R37103
R37132
R37136
R37138
R37139
R37146
R37150
R37151
R37152
R37154
R37155
R37156
R37165
R37170
R37176
R37177
R37178
R37180
R37183
R37184

Site Name
UTP Creadeur
LWD Calvert
Marcellus strategic effort
BBI - Harbor Ave
Marine Shale Processors
NL Industries - Raritan Bay
Newtown Cr Superfund Site
26 Smith Street
EATONTOWN PLANT
TETERBORO PLANT
Beck's Lake
CITY CHEMICAL
PRESTOLITE (MANSFIELD)
Dewey Loeffel Landfill
AMPHENOL - DANBURY SITE
COMMERCIAL OIL SERVICES
PAS-SATELLITE SITES - VOLNEY
NORTH HOLLYWOOD
BERKS LANDFILL
NL INDUSTRIES (PEDRICKTOWN)
MINT CANYON
GGASD - AREA 10 PHOENIX
PAS-SATEL SITES - IRWIN PROP
CHEMICAL CONTROL
SHARKEY LANDFILL
TONOLLI CORP.
BESLY PRODUCTS,GREENFIELD
BELL AEROSPACE/TEXTRON
Bayou Sorrel
SCP CARLSTADT
CRINER-HARDAGE SITE
PAS-MAIN SITE -POLL ABAT SVCS
PAS-SATEL SITES - CLOTH DISP
RIX FOREST WASTE PRODUCTS
BLOSENSKI LANDFILL
ACME SOLVENTS
HECLA MINING (TORCH LAKE)
CHEM-DYNE
NJ CHROME (NON) - HC HLTH/LGL
AMPHENOL - COLUMBIA(RICHLAND)
AMPHENOL-SIDNEY-E END BLR RM
AMPHENOL-SIDNEY-HILL / W WELL
AMPHENOL - FRANKLIN PLANT(IN)
AMPHENOL - SIDNEY LAGOONS
AMPHENOL - RICH HILL LANDFILL

Site Num
R37185
R37190
R37197
R37206
R37208
R37211
R37213
R37217
R37229
R37230
R37234
R37237
R37240
R37274
R37288
R37289
R37292
R37308
R37341
R37342
R37368
R37379
R37380
R37384
R37393
R37394
R37396
R37397
R37399
R37401
R37403
R37405
R37406
R37413
R37417
R37458
R37462
R37464
R37467
R37474
R37475
R37476
R37483
R37484
R37487

Site Name
AMPHENOL - ROSELAND PL (ECRA)
AMPHENOL - RT.8 LANDFILL
Neptune (Greenwood)
MPB LEBANON (SB) FACILITY
REVERE CORPORATION
TONAWANDA COKE (BUFFALO COKE)
HARMON COLORS SITE
Valmont Road Site
Amphenol Hill
TORK LANDFILL
Conservation Chemical
PAS-SATEL SITES - FULTON TERM
OPERATING INDUSTR SITE (OII)
AiResearch SEPULVEDA (LAX)
NJ CHROME (ACO) - BALDWIN STL
NJ CHROME (ACO) - DEGEN OIL
GTSD (AUTO) - ARBOR VITAE
ARTEL/FIKE/ROBERTS CHEM
GARRETT AREA 14 TEMPE
AiResearch TORRANCE SITE "B"
WESTLAKE VILLAGE
ESTES LANDFILL
SKY HARBOR AIRPORT / ELAKE PK
SPECTRON/GALAXY (LESLIE LNDF)
NJ CHROME (ACO) - DELPHIC CON
NJ CHROME (ACO) - RSVLT LANES
FRYE WAREHOUSE
PLASKON SITE
CHERRY FARM LANDFILL
THOMPSON CHEMICAL SITE
NJ CHROME (ACO) - OLD DOMINIO
NL INDUSTRIES (GRANITE CITY)
CENTRAL CHEMICAL CORPORATION
BERRY'S CREEK
SYNTHETIC CRYSTAL (SYNOPTICS)
QUANTA RESOURCES (SYRACUSE)
NJ CHROME (ACO) - FOODTOWN
EWAN PROPERTY
NJ CHROME (NON)-EXXON BAYONNE
NJ CHROME (ACO) -ABF TRUCKING
NJ CHROME (ACO) - POSN & TURK
Burlington Mine
Rocco's Lndf -Sutton Brk Disp
GGASD - SPRINGFIELD PLANT
MIDDLE GROUND LANDFILL

Site Num
R37497
R37500
R37514
R37523
R37537
R37550
R37551
R37552
R37553
R37554
R37555
R37556
R37557
R37558
R37561
R37564
R37565
R37579
R37581
R37582
R37589
R37600
R37608
R37641
R37643
R37646
R37654
R37671
R37675
R37697
R37704
R37716
R37717
R37727
R37731
R37744
R37745
R37761
R37779
R37793
R37795
R37802
R37805
R37811
R37812

Site Name
METAMORA LANDFILL
ADMIN - RES
ADMIN - SUPPORT: COMPUTER OPS
SUPERFUND SETTLEMENTS PROJECT
LABORATORY INSPECTION PROGRAM
JM - Minnetonka, MN
HW - Gardena, CA
HW - Synertek, CA
HW - Deer Valley
HW - Tampa, FL
HW - Solitron, FL
HW - Tecstar
HW - Skinner
HW - Brighton, MA
Carouge, Switzerland
HW - Hassayampa, AZ
HW - Bay Drums
HW - Wauconda
HW - Enviro-Chem
HW - Northside Landfill
HW - Casmalia
DULUTH TAR
TRI-CITIES BARREL SUPERFUND
TRINITY INDUSTRIES
Delaware Sand & Gravel
PULLMAN (UOP AEROSPACE)
SUMITOMO - ALLIED AEROSPACE
DETROIT COKE PLANT
COHOES AVE. IDA SITE (FMD)
Combe Landfills (North/South)
CHEMSOL INC. (TANG REALTY)
BERN METALS
NJ CHROME (NON) - METRO PARK
FAIRCHILD INDUSTRIES
FRONTIER CHEMICAL
Colorado School of Mine
BUFFALO DYE AREAS A,B,C & E
Syracuse - Former Plant SPDES/O&M
DOVER CHEMICAL CORP.
RACE ST AGRICULTURAL PLANT
INTL ELECTRONICS RES CORP
GEORGIA RAILROAD SITE
Valleyfield Sediments
NJ CHROME (ACO) - MI HOLDINGS
NJ CHROME (NON) - DROYERS PT

Site Num
R37819
R37825
R37838
R37840
R37855
R37862
R37874
R37878
R37880
R37881
R37886
R37889
R37892
R37894
R37901
R35171
R37902
R37904
R37933
R37940
R37946
R37947
R37952
R37953
R37957
R37959
R37965
R37969
R37971
R37973
R37975
R37981
R37984
R37991
R37997
R38514
R38559
R38560

Site Name
EARLY NORTH SITE
DUNDALK TERMINAL
KING ROAD SITE
SUTTER'S CREEK
CALAIS FR (UNIV MATTHEY -UOP)
OLATHE PLANT
CALUMET PLANT OFF-SITE
OMEGA CHEMICAL CORP.
SIGNAL OIL & GAS : BERG SITE
BAYONNE BARREL & DRUM
NORTH FRASER HARBOR COMM
SOLVENT CHEM / BUFFALO AVE
BBI - SAN DIEGO, CA
BBI - CICERO, IL
RCRA - Columbia Plant
(AERO) Malemort, France
RCRA - Moncure Plant
ADMIN - SUPP: LEGAL IN-HOUSE
UOP STREAM CHANNELS
BBI - OAKLAND / CURRIER
Manitoba Tar (IKO, LTD)
Velsicol Chem - Carlstadt, NJ
NJ CHROME (NON) - NON ACO
BBI - BELMONT
GOMAR - LINDEN, NJ
Furon (Hoosick Falls, NY)
Hawkins Point
Arlington, MA
Buffalo Outer Harbor
Amherstburg - Landfill
Rob Tyler Landfill
RES OM&M Program Admin
Bandini, CA
Chrome Heave Evaluations
Bendix Plant - Cheshire, CT
BUFFALO RIVER
AMPHENOL - SIDNEY CENTER LF
Solvay Process Company

EXHIBIT F
EXCLUDED SITES
Site Num
R35160
R37848
R35177
R35198
R33421
R33425
R35182
R35167
R35154
R35164
R35169
R35180
R35186
R35187
R35188
R33424
R35220
R37129
R37655
R37982
R33412
R35054
R35181

Site Name
Muncie
SOUTH BEND PLANT COMPLEX
FP- Baton Rouge SWSI/GW
Green Island
(AERO) COM DEV Edinburgh
Elster Mainz-Kastel
(PMT) SC - Seelze
Clearwater Space, FL
Invensys - Woonsocket
(ACS) All Norcross sites
(AERO) Grimes - Urbana
(PMT) FP - Geismar, LA
(PMT) UOP - Des Plaines - Oakton
(PMT) UOP - Riverside-McCook
(PMT) UOP - Shreveport
Elster Lotte-Buren
Hof
MORRISTOWN SITE
ROCKY MOUNT PLANT (BECD)
Delaware Valley
Elster - Nebraska City
Site A Bldg 1/5
Phoenix Engines BSVE

EXHIBIT G
COVENANTS

EXHIBIT G
ARTICLE I
As of the Distribution Date, the Parties agree to the rights and obligations set forth in the affirmative and negative
covenants set forth in Article II and Article III hereof, in accordance with Section 2.9 of the Indemnification and Reimbursement
Agreement, dated October 14, 2018 (this “Agreement”).
SECTION 1.01.

Defined Terms.

(a)
Notwithstanding anything to the contrary in this Agreement, capitalized terms used in this Exhibit G
and not otherwise defined herein have the meanings specified in the Current Credit Agreement (as in effect on the Distribution Date).
SECTION 1.02.
meanings specified below:

Other Defined Terms.

As used in this Exhibit G, the following terms have the

“Credit Default” shall mean an “Event of Default” under and as defined in the Current Credit Agreement (as in
effect on the Distribution Date).
“Debt-Related Guarantee” shall have the meaning of “Guarantee” set forth in the Current Credit Agreement (as
in effect on the Distribution Date).
“Default” shall have the meaning set forth in this Agreement. “Guarantee” shall have the meaning set forth in
this Agreement.
“Indemnity Guarantee Requirement” shall mean, at any time, the requirement that:
(a)
the Indemnitee shall have received from Indemnitor, each other Indemnitor Group Loan Party and each
Indemnitor Group Designated Subsidiary (i) a counterpart of the Guarantee to which such Person is a party duly executed and
delivered on behalf of such Person or (ii) in the case of any Subsidiary that becomes a Indemnitor Group Loan Party or a Indemnitor
Group Designated Subsidiary after the Distribution Date, a supplement to the Guarantee Agreement in substantially the form attached
as Exhibit A thereto and other security documents reasonably requested by the Indemnitee, in form and substance reasonably
satisfactory to the Indemnitee (consistent with the Guarantee in effect on the Distribution Date), duly executed and delivered on
behalf of such Person as may be reasonably requested by Indemnitee; and
(b)
except as otherwise provided for in the Guarantee, each Indemnitor Group Loan Party shall have
obtained all consents and approvals required to be obtained by it in connection with the execution and delivery of the Guarantee to
which it is a party, the performance of its obligations thereunder.
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“Material Adverse Effect” shall mean a material adverse effect on (a) the business, financial condition or results
of operations of Indemnitor, the Borrower and the Indemnitor Group Restricted Subsidiaries, taken as a whole, (b) the ability of the
Indemnitor Group Loan Parties (taken as a whole) to perform their material obligations to Indemnitee under this Agreement or (c) the
material rights of, or remedies available to, Indemnitee under this Agreement or the Guarantee.
“Indemnitee” shall have the meaning set forth in this Agreement.
“Indemnitor” shall have the meaning set forth in this Agreement.
“Indemnitor Group” shall have the meaning set forth in this Agreement.
“Indemnitor Group Designated Subsidiary” shall mean any Designated Subsidiary that is a Subsidiary of
Indemnitor.
“Indemnitor Group Loan Parties” shall mean each Loan Party that is a Subsidiary of Indemnitor.
“Indemnitor Group Non-Loan Parties” shall mean any member of Indemnitor Group that is not a Loan Party.
“Indemnitor Group Restricted Subsidiaries” shall mean each Restricted Subsidiary that is a subsidiary of
Indemnitor.
“Indemnitor Restricted Group” shall mean Indemnitor, the Borrower and each Indemnitor Group Restricted
Subsidiary.
“Indemnitor Group Unrestricted Subsidiaries” shall mean Unrestricted Subsidiaries that are Subsidiaries of
Indemnitor.
ARTICLE II
Affirmative Covenants
From and including the Distribution Date and until all indemnification obligations under the Agreement have
terminated following the Termination Date, Indemnitor covenants and agrees, and shall (except in the case of Sections 2.01 and 2.03
hereof) cause the Borrower to covenant and agree, in each case with the Indemnitee that:
SECTION 2.01.

Financial Statements and Other Information. Indemnitor will furnish to Indemnitee the

following:
(a)
within 90 days after the end of each fiscal year of Holdings (or such later date as Form 10-K of
Holdings is required to be filed with the SEC taking into account any extension granted by the SEC, provided that Indemnitor gives
Indemnitee notice of any such extension), Holdings’ audited consolidated balance sheet and audited consolidated statements of
operations, shareholders’ equity and cash flows as of the end of and for such fiscal year, and related notes thereto, setting forth in
each case in comparative form the figures for the previous fiscal year, prepared in accordance with generally accepted auditing
standards and reported on by an independent public accountants of recognized national standing (without a “going concern” or like
qualification, exception or statement and without any qualification or exception as to the scope of such audit, but
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may contain a “going concern” or like qualification that is due to (i) an upcoming maturity date of any Indebtedness occurring within
one year from the time such opinion is delivered or (ii) any potential inability to satisfy a financial maintenance covenant on a future
date or in any future period) to the effect that such financial statements present fairly in all material respects the financial condition,
results of operations and cash flow of Holdings and its Subsidiaries on a consolidated basis as of the end of and for such fiscal year
and accompanied by a narrative report describing the financial position, results of operations and cash flow of Holdings and its
consolidated Subsidiaries;
(b)
within 45 days after the end of each of the first three fiscal quarters of each fiscal year of Holdings (or
such later date as Form 10-Q of Holdings is required to be filed with the SEC taking into account any extension granted by the SEC,
provided that Indemnitor gives Indemnitee notice of any such extension), its unaudited consolidated balance sheet and unaudited
consolidated statements of operations and cash flows as of the end of and for such fiscal quarter and the then elapsed portion of the
fiscal year, setting forth in each case in comparative form the figures for the corresponding period or periods of (or, in the case of the
balance sheet, as of the end of) the previous fiscal year, all certified by a Financial Officer of Holdings as presenting fairly in all
material respects the financial condition, results of operations and cash flows of Holdings and its Subsidiaries on a consolidated basis
as of the end of and for such fiscal quarter and such portion of the fiscal year in accordance with GAAP consistently applied, subject
to normal year-end audit adjustments and the absence of footnotes, and accompanied by a narrative report describing the financial
position, results of operations and cash flow of Holdings and its consolidated Subsidiaries;
(c)
concurrently with each delivery of financial statements under clause (a) or (b) above, a certificate of a
Financial Officer of Holdings (i) certifying as to whether a Credit Default has occurred and is continuing and, if a Credit Default has
occurred and is continuing, specifying the details thereof and any action taken or proposed to be taken with respect thereto, (ii)
setting forth reasonably detailed calculations (A) demonstrating compliance with the covenants contained in Sections 3.12 and 3.13
hereof and (B) in the case of financial statements delivered under clause (a) above and, solely to the extent the Borrower would be
required to prepay the Term Loans pursuant to Section 2.11(d) of the Current Credit Agreement, beginning with the financial
statements for the fiscal year of Holdings ending December 31, 2019, of Excess Cash Flow and (iii) at any time when there is any
Unrestricted Subsidiary, including as an attachment with respect to each such financial statement, an Unrestricted Subsidiary
Reconciliation Statement (except to the extent that the information required thereby is separately provided with the public filing of
such financial statement);
(d)
within 90 days after the end of each fiscal year of Holdings (or such longer period as permitted under
Section 2.01(a) hereof), a detailed consolidated budget for the current fiscal year (including a projected consolidated balance sheet
and consolidated statements of projected operations and cash flows as of the end of and for such fiscal year and setting forth the
assumptions used for purposes of preparing such budget);
(e)

[reserved];

(f)
promptly after the same becomes publicly available, copies of all periodic and other reports, proxy
statements and other materials filed by Holdings, the Borrower or any Restricted Subsidiary with the SEC or with any national
securities exchange, or distributed by Holdings to the holders of its Equity Interests generally, as applicable; and
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(g)
promptly following any request therefor, but subject to the limitations set forth in the proviso to the last
sentence of Section 2.08 hereof and Section 2.16 of the Agreement, such other information regarding the operations, business affairs,
assets, liabilities (including contingent liabilities) and financial condition of Holdings, the Borrower or any Restricted Subsidiary, or
compliance with the terms of the Current Credit Agreement, this Agreement, the Guarantee or any Loan Document, as Indemnitee
may reasonably request; provided that none of Indemnitor, the Borrower or any Restricted Subsidiary will be required to provide any
information (i) that constitutes non-financial trade secrets or non-financial proprietary information of the Homes Group (as defined in
this Agreement) or any of their respective customers and suppliers, (ii) in respect of which disclosure to Indemnitor (or any of its
representatives) is prohibited by applicable Requirements of Law or (iii) the revelation of which would violate any confidentiality
obligations owed to any third party by Holdings, the Borrower or any Restricted Subsidiary (not created in contemplation thereof);
provided, further, that if any information is withheld pursuant to clause (i), (ii), or (iii) above, Indemnitor shall promptly notify
Indemnitee of such withholding of information and the basis therefor.

Information required to be furnished pursuant to clause (a), (b), (f) or (g) of this Section shall be deemed to have been furnished if
such information, or one or more annual or quarterly reports containing such information, shall be available on the website of the
SEC at http://www.sec.gov. Information required to be furnished pursuant to this Section may also be furnished by electronic
communications pursuant to procedures approved by Indemnitee.
SECTION 2.02.
Notices of Material Events. Indemnitor shall, and shall cause the Borrower and each
Indemnitor Group Restricted Subsidiary to, furnish to Indemnitee prompt written notice of the following:
(a)

the occurrence of any Default or Credit Default;

(b)

to the extent permitted by the Requirements of Law, the filing or commencement of any action,
suit or proceeding by or before any arbitrator or Governmental Authority against or, to the knowledge of a
Financial Officer or another executive officer of Indemnitor, the Borrower or any Restricted Subsidiary, affecting
Indemnitor, the Borrower or any Indemnitor Group Restricted Subsidiary, that in each case would reasonably be
expected to result in a Material Adverse Effect; and

(c)

the occurrence of any Environmental Liability or ERISA Event that has resulted, or would
reasonably be expected to result, in a Material Adverse Effect.

Each notice delivered under this Section shall be accompanied by a written statement of a Financial Officer or other executive officer
of Indemnitor, the Borrower or any Restricted Subsidiary setting forth the details of the event or development requiring such notice
and any action taken or proposed to be taken with respect thereto.
[Reserved].
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SECTION 2.04.
Existence; Conduct of Business. Indemnitor will, and will cause each of the Indemnitor
Group Restricted Subsidiaries to, do or cause to be done all things necessary to maintain, preserve, protect, enforce, renew and keep
in full force and effect its legal existence and the rights, licenses, permits, privileges, franchises and IP Rights in each case to the
extent necessary for the conduct of its business; provided that the foregoing shall not prohibit (i) any merger, consolidation,
liquidation or dissolution permitted under Section 3.03 or (ii) Indemnitor, the Borrower and each Indemnitor Group Restricted
Subsidiary from allowing registered or applied-for IP Rights to lapse, expire, become abandoned or otherwise terminate in the
ordinary course of business or where, in its reasonable business judgment, the lapse, expiration, abandonment or termination would
not materially interfere with the business of Indemnitor, the Borrower or any Indemnitor Group Restricted Subsidiary, as applicable.
SECTION 2.05.
Payment of Taxes. Indemnitor will, and will cause each Indemnitor Group Restricted
Subsidiary to, pay its Tax liabilities before the same shall become delinquent or in default, except where (a) (i) the validity or amount
thereof is being contested in good faith by appropriate proceedings and (ii) Indemnitor or such Indemnitor Group Restricted
Subsidiary has set aside on its books adequate reserves with respect thereto in accordance with GAAP or (b) the failure to make
payment would not reasonably be expected to result in a Material Adverse Effect.
SECTION 2.06.
Maintenance of Properties. Except if failure to do so would not reasonably be expected to
have a Material Adverse Effect, Indemnitor will, and will cause each of the Indemnitor Group Restricted Subsidiaries to, keep and
maintain all property necessary for the conduct of its business in good working order and condition, ordinary wear and tear excepted
and casualty and condemnation excepted.
SECTION 2.07.

[Reserved].

SECTION 2.08.
Books and Records; Inspection and Audit Rights. Each of Indemnitor and the Borrower
will, and will cause each of the Indemnitor Group Restricted Subsidiaries to, keep proper books of record and accounts in which full,
true and correct entries in conformity with GAAP and all Requirements of Law are made of all dealings and transactions in relation
to its business and activities. Each of Indemnitor and the Borrower will, and will cause each of the Indemnitor Group Restricted
Subsidiaries to, permit any representatives designated by Indemnitee, upon reasonable prior notice, to visit and inspect its properties,
to examine and make extracts from its books and records, and to discuss its affairs, finances and condition with its officers and
independent accountants, all at such reasonable times during regular office hours but no more often than one (1) time during any
calendar year absent the existence of a Credit Default; provided, that none of Indemnitor, the Borrower or any Indemnitor Group
Restricted Subsidiary will be required to disclose, permit the inspection, examination or making copies or abstracts of, or discussion
of, any document, information or other matter (i) that constitutes non-financial trade secrets or non-financial proprietary information,
(ii) in respect of which disclosure to Indemnitee (or its representatives or contractors) is prohibited by Requirement of Law or any
binding agreement (not created in contemplation thereof) or (iii) that is subject to attorney-client or similar privilege or constitutes
attorney work product.
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SECTION 2.09.
Compliance with Laws. Each of Indemnitor and the Borrower will, and will take
reasonable action to cause each of the Indemnitor Group Restricted Subsidiaries to, comply with all Requirements of Law (including
ERISA, Environmental Laws and the USA PATRIOT Act) with respect to it or its property, except where the failure to do so,
individually or in the aggregate, would not reasonably be expected to result in a Material Adverse Effect.
SECTION 2.10.

[Reserved].

SECTION 2.11.

[Reserved].

SECTION 2.12.

[Reserved].

SECTION 2.13.

[Reserved].

SECTION 2.14.

[Reserved].

SECTION 2.15.

[Reserved].

SECTION 2.16.

[Reserved].

SECTION 2.17.
Designation of Subsidiaries. Indemnitor may at any time designate any Indemnitor Group
Restricted Subsidiary as a Indemnitor Group Unrestricted Subsidiary or any Indemnitor Group Unrestricted Subsidiary as a
Indemnitor Group Restricted Subsidiary; provided that (a) immediately before and after such designation, no Default or Credit
Default shall have occurred and be continuing or would result from such designation, (b) immediately after giving effect to such
designation, the Consolidated Total Leverage Ratio, determined on a Pro Forma Basis as of the last day of the most recently ended
fiscal quarter of Holdings, is less than 3.00 to 1.00, and the Borrower shall have delivered to Indemnitee a certificate of a Financial
Officer setting forth reasonably detailed calculations demonstrating compliance with this clause (b) and (c) no Subsidiary may be
designated as a Indemnitor Group Unrestricted Subsidiary if it is (i) a “restricted subsidiary” or a “guarantor” (or any similar
designation) for the Senior Notes or any Material Indebtedness that is subordinated in right of payment to the Obligations, (ii)
Indemnitor or any other Subsidiary that holds, directly or indirectly, any Equity Interests in the Borrower or (iii) the Borrower. The
designation of any Subsidiary as an Indemnitor Group Unrestricted Subsidiary shall constitute an Investment by the parent company
of such Subsidiary therein under Section 3.04(u) at the date of designation in an amount equal to the fair market value of such parent
company’s investment therein. The designation of any Indemnitor Group Unrestricted Subsidiary as a Indemnitor Group Restricted
Subsidiary shall constitute (i) the incurrence at the time of designation of any Indebtedness or Liens of such Subsidiary, and the
making of an Investment by such Subsidiary in any Investments of such Subsidiary, in each case existing at such time, and (ii) a
return on any Investment in Unrestricted Subsidiaries pursuant to the preceding sentence in an amount equal to the fair market value
at the date of such designation of the Borrower’s or its Subsidiary’s (as applicable) Investment in such Subsidiary.
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ARTICLE III
Negative Covenants
Until all indemnification obligations under the Agreement have terminated following the Termination Date:
SECTION 3.01.
Indebtedness; Certain Equity Securities. (a) Neither Indemnitor nor the Borrower will,
nor will Indemnitor or Borrower permit any of the Indemnitor Group Restricted Subsidiaries to, create, incur, assume or permit to
exist any Indebtedness, except:
(i)
Indebtedness created under the Current Credit Agreement and under the other Loan Documents (including any
Indebtedness incurred pursuant to Section 2.21 or 2.23 of the Current Credit Agreement (as in effect on the date hereof));
(ii)
(A) the Senior Notes and (B) Refinancing Indebtedness in respect of the Senior Notes (it being understood and
agreed that, for purposes of this Section, any Indebtedness that is incurred for the purpose of repurchasing or redeeming any Senior
Notes (or any Refinancing Indebtedness in respect thereof) shall, if otherwise meeting the requirements set forth in the definition of
the term “Refinancing Indebtedness”, be deemed to be Refinancing Indebtedness in respect of the Senior Notes (or such Refinancing
Indebtedness), and shall be permitted to be incurred and be in existence pursuant to this Section 3.01(a) notwithstanding that the
proceeds of

such Refinancing Indebtedness shall not be applied to make such repurchase or redemption of the Senior Notes (or such Refinancing
Indebtedness) immediately upon the incurrence thereof, if the proceeds of such Refinancing Indebtedness are applied to make such
repurchase or redemption no later than 90 days following the date of the incurrence thereof;
(iii)
Indebtedness (and Debt-Related Guarantees thereof) existing on the Effective Date or the Distribution Date and
to the extent having a principal amount in excess of $5,000,000 individually or $10,000,000 in the aggregate or arising after the
Effective Date and on or before the Distribution Date (and identified as such), set forth in Schedule 6.01 of the Current Credit
Agreement (in each case, except for intercompany Indebtedness), any Refinancing Indebtedness in respect thereof and any
intercompany Indebtedness existing on the Effective Date or the Distribution Date arising out of, or in connection with, the
Transactions (including the Post- Effective Date Repayment);
(iv)
Indebtedness of the Borrower to any Restricted Subsidiary and of any Restricted Subsidiary to Holdings, the
Borrower or any other Restricted Subsidiary so long as (A) such Indebtedness of any Subsidiary that is not a Loan Party to Holdings,
the Borrower or any other Loan Party shall be permitted under Section 3.04(f) and (B) such Indebtedness of the Borrower or any
other Loan Party owing to any Restricted Subsidiary shall be subordinated in right of payment to the Obligations on the terms set
forth in the Global Intercompany Note (or any other agreement with substantially similar terms of subordination reasonably
satisfactory to the Administrative Agent); provided that Restricted Subsidiaries that are not Loan Parties shall not be required to
become party to the Global Intercompany Note until the 120th day after the Effective Date (or such longer period as agreed by the
Administrative Agent, acting reasonably);
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(v)
Debt-Related Guarantees by the Borrower of Indebtedness of any Restricted Subsidiary and by any Restricted
Subsidiary of Indebtedness of Holdings, the Borrower or any other Restricted Subsidiary (other than Indebtedness incurred pursuant
to clause (a)(iii) or (a)(vii) of this Section 3.01); provided that (A) the Indebtedness so Guaranteed is permitted by this Section, (B)
Debt-Related Guarantees by the Borrower or any other Loan Party of Indebtedness of any Subsidiary that is not a Loan Party shall be
subject to Section 3.04, and (C) Debt-Related Guarantees permitted under this clause (v) shall be subordinated to the Obligations of
the applicable Restricted Subsidiary to the same extent and on the same terms as the Indebtedness so Guaranteed is subordinated to
the Obligations (if such Indebtedness is subordinated to the Obligations) and (D) none of the Senior Notes shall be Guaranteed by
any Subsidiary unless such Subsidiary is a Loan Party;
(vi)
(A) Indebtedness of any member of the Indemnitor Restricted Group incurred to finance the acquisition,
construction, repair, replacement or improvement of any fixed or capital assets, including Capital Lease Obligations and any
Indebtedness assumed by any member of Indemnitor Restricted Group in connection with the acquisition of any such assets or
secured by a Lien on any such assets prior to the acquisition thereof; provided that such Indebtedness is incurred prior to or within
270 days after such acquisition or the completion of such construction, repair, replacement or improvement, and (B) Refinancing
Indebtedness in respect of Indebtedness incurred or assumed pursuant to clause (A) above; provided further that at the time of
incurrence thereof, the aggregate principal amount of Indebtedness permitted by this clause (vi), together with any sale and leaseback
transaction incurred pursuant to Section 3.06, outstanding under this clause (vi) at any time shall not exceed the greater of (x)
$45,000,000 and (y) 1.00% of Consolidated Total Assets.
(vii)
(A) Indebtedness of any Person that becomes a Indemnitor Group Restricted Subsidiary (or of any Person not
previously a Indemnitor Group Restricted Subsidiary that is merged or consolidated with or into a Indemnitor Group Restricted
Subsidiary in a transaction permitted hereunder) after the Distribution Date, or Indebtedness of any Person that is assumed by
Indemnitor or any such Indemnitor Group Restricted Subsidiary in connection with an acquisition of assets by Indemnitor or such
Indemnitor Group Restricted Subsidiary in an acquisition permitted by Section 3.04; provided that such Indebtedness exists at the
time such Person becomes a Indemnitor Group Restricted Subsidiary (or is so merged or consolidated) or such assets are acquired
and is not created in contemplation of or in connection with such Person becoming a Indemnitor Group Restricted Subsidiary (or
such merger or consolidation) or such assets being acquired and (B) Refinancing Indebtedness in respect of Indebtedness incurred or
assumed, as applicable, pursuant to clause (A) above;
(viii)
other Indebtedness in an aggregate principal amount outstanding under this clause (viii) at any time not
exceeding, the greater of (x) $135,000,000 and (y) 3.00% of Consolidated Total Assets,
(ix)
Indebtedness incurred pursuant to Permitted Receivables Facilities; provided that the Indebtedness outstanding
in reliance on this clause (ix) shall not exceed, at the time of incurrence thereof, the greater of (x) $100,000,000 and (y) 2.25% of
Consolidated Total Assets in the aggregate;
(x)
Indebtedness and obligations in respect of self-insurance and obligations in respect of bids, tenders, trade
contracts (other than for payment of Indebtedness), leases (other than Capital Lease Obligations), public or statutory obligations,
surety, stay, customs and appeal bonds, performance bonds and other obligations of a like nature and similar obligations or
obligations in respect of letters of credit, bank guarantees or similar instruments related thereto, in each case provided in the ordinary
course of business;
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(xi)

Indebtedness in respect of Hedging Agreements permitted by Section 3.07 (including any Back to Back

Arrangements);
(xii)
Indebtedness in respect of any overdraft facilities, employee credit card programs, netting services, automated
clearinghouse arrangements and other cash management and similar arrangements in the ordinary course of business; provided, that
with respect to any such Indebtedness that constitutes Secured Cash Management Obligations and is incurred in reliance on this
clause (xii) by Indemnitor Group Restricted Subsidiaries that are not Loan Parties, at the time such Indebtedness is incurred and after
giving effect thereto, the Non- Guarantor Debt Basket shall not be exceeded;
(xiii)
Indebtedness in the form of deferred compensation (including indemnification obligations, obligations in
respect of purchase price adjustments, earnouts, non-competition agreements and other contingent arrangements) or other
arrangements representing acquisition consideration or deferred payments of a similar nature incurred in connection with any
acquisition or other investment permitted under this Agreement;
(xiv)
Refinancing Term Loan Indebtedness incurred pursuant to Section 2.23 of the Current Credit Agreement (as in
effect on the Distribution Date);
(xv)
Alternative Incremental Facility Debt, provided that the aggregate principal amount of such Alternative
Incremental Facility Debt shall not exceed the amount permitted under Section 2.21 of the Current Credit Agreement (as in effect on
the Distribution Date);
(xvi)
Indebtedness representing deferred compensation to directors, officers, consultants or employees of Holdings,
the Borrower and the Restricted Subsidiaries incurred in the ordinary course of business;
(xvii)
Indebtedness consisting of promissory notes issued by any Loan Party to current or former officers, directors,
consultants and employees or their respective estates, spouses or former spouses to finance the purchase or redemption of Equity
Interests of Holdings permitted by Section 3.08;
(xviii)

[Reserved];

(xix)
Indebtedness of Indemnitor Group Restricted Subsidiaries that are not Loan Parties under bilateral local law
credit and other working capital facilities; provided that at the time such Indebtedness is incurred under this clause (xix) and after
giving effect thereto, such incurrence shall not cause the Non-Guarantor Debt Basket to be exceeded (without duplication of any
Cash Management Financing Facilities); provided, further that any such Indebtedness secured by a Letter of Credit issued under the
Current Credit Agreement in a principal amount not to exceed the face amount of such Indebtedness shall not count toward the
aggregate amount permitted under this Section 3.01(a)(xix) (including the Non-Guarantor Debt Basket);
(xx)
other Indebtedness of Indemnitor or any of the Indemnitor Group Restricted Subsidiaries so long as (A) after
giving thereto on a Pro Forma Basis (1) in the case of Indebtedness secured by a Lien on the Collateral, the Consolidated Senior
Secured Leverage Ratio does not exceed 1.50 to 1.00 and (2) in the case of any Indebtedness that is unsecured, (x) the Consolidated
Total Leverage Ratio is no greater than 0.50:1.00 less than the applicable maximum Consolidated Total
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Leverage Ratio set forth in Section 3.12 and (y) the Consolidated Interest Coverage Ratio is greater than or equal to 2.75 to 1.00, (B)
the incurrence of Indebtedness pursuant to this clause (xx) by a Indemnitor Group Restricted Subsidiary that is not a Loan Party shall
not cause the Non-Guarantor Debt Basket to be exceeded (after giving effect thereto on a Pro Forma Basis), (C) such Indebtedness
shall not mature or, in the case of unsecured Indebtedness and Indebtedness secured by a Lien on the Collateral that is junior to the
Liens securing the Obligations, require any scheduled amortization or require any scheduled amortization or require scheduled
payments of principal or shall be subject to any mandatory redemption, repurchase, repayment or sinking fund obligation, in each
case, prior to the Latest Maturity Date as of such date, and shall have a weighted average life to maturity not shorter than the longest
remaining weighted average life to maturity of the Loans, (D) no Event of Default shall exist or shall result therefrom (it being
understood that if the proceeds of the relevant Indebtedness will be applied to finance a Limited Condition Transaction and the
Borrower has made an LCT Election, no Event of Default shall exist and be continuing as of the LCT Test Date) and (E) such
Indebtedness has terms and conditions that in the good faith determination of the Borrower are no less favorable to the Borrower
(when taken as a whole) to the terms and conditions of the Loan Documents (when taken as a whole);
(xxi)

Indebtedness constituting obligations arising in respect of Cash Management Services;

(xxii)

Indebtedness constituting Secured Hedging Obligations;

(xxiii)
Indebtedness consisting of (A) the financing of insurance premiums or (B) take- or-pay obligations contained
in supply arrangements, in each case, in the ordinary course of business;
(xxiv)

Indebtedness constituting Secured Supply Chain Financing Obligations;

(xxv)
Indebtedness incurred by Indemnitor or a Indemnitor Group Restricted Subsidiary in connection with bankers’
acceptances, discounted bills of exchange or the discounting or factoring of receivables for credit management purposes, in each case
incurred or undertaken in the ordinary course of business on arm’s length commercial terms on a non- recourse basis;
(xxvi)
Indebtedness incurred by Indemnitor, the Borrower or any of the Indemnitor Group Restricted Subsidiaries in
respect of letters of credit, bank guarantees, bankers’ acceptances or similar instruments issued or created in the ordinary course of
business or consistent with past practice, in each case, in respect of workers’ compensation claims, health, disability or other
employee benefits or property, casualty or liability insurance or self-insurance or other reimbursement-type obligations regarding
workers’ compensation claims;
(xxvii)
(x) Indebtedness in respect of obligations of the Borrower, Indemnitor or any Indemnitor Group Restricted
Subsidiary to pay the deferred purchase price of goods or services or progress payments in connection with such goods and services;
provided that such obligations are incurred in connection with open accounts extended by suppliers on customary trade terms in the
ordinary course of business and not in connection with the borrowing of money and (y) Indebtedness in respect of intercompany
obligations of the Borrower, Indemnitor or any Restricted Subsidiary in respect of accounts payable incurred in connection with
goods sold or services rendered in the ordinary course of business and not in connection with the borrowing of money;
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(xxviii)
Indebtedness to a customer to finance the acquisition of any equipment necessary to perform services for
such customer; provided that the terms of such Indebtedness are consistent with those entered into with respect to similar
Indebtedness prior to the Distribution Date, including that (x) the repayment of such Indebtedness is conditional upon such customer
ordering a specific volume of goods and (y) such Indebtedness does not bear interest or provide for scheduled amortization or
maturity;
(xxix)
(x) tenant improvement loans and allowances in the ordinary course of business and (y) to the extent
constituting Indebtedness, guaranties in the ordinary course of business of the obligations of suppliers, customers, franchisees, lessors
and licensees of the Borrower and any Restricted Subsidiary; and
(xxx)
all premiums (if any), interest (including post-petition interest), fees, expenses, charges and additional or
contingent interest on obligations described in clauses (i) through (xxix) above.
(b)

For purposes of determining compliance with this Section 3.01, in the event that an item of
Indebtedness at any time, whether at the time of Incurrence or upon the application of all or a portion of the
proceeds thereof or subsequently, meets the criteria of more than one of the categories (other than ratio-based
baskets) of Section 3.01(a), Indemnitor, the Borrower and the Restricted Subsidiaries shall, in their sole
discretion, divide, classify or reclassify, or at any later time divide, classify or reclassify, such item of
Indebtedness solely between and among such categories and in each case, that would be permitted to be incurred
in reliance on the applicable exception as of the date of such reclassification; provided that Indebtedness incurred
under the Current Credit Agreement shall only be classified as incurred under Section 3.01(a)(i) and the Senior
Notes shall only be classified as incurred under Section 3.01(a)(ii)(A). Accrual of interest or dividends, the
accretion of accreted value, the accretion or amortization of original issue discount, the payment of interest or
dividends in the form of additional Indebtedness with the same terms, the payment of dividends on Disqualified
Equity Interests in the form of additional shares of Disqualified Equity Interests of the same class, the accretion
of liquidation preference and increases in the amount of Indebtedness outstanding solely as a result of
fluctuations in the exchange rate of currencies will not be deemed to be an Incurrence of Indebtedness for
purposes of this covenant. Debt-Related Guarantees of, or obligations in respect of letters of credit relating to,
Indebtedness that are otherwise included in the determination of a particular amount of Indebtedness shall not be
included in the determination of such amount of Indebtedness; provided that the Incurrence of the Indebtedness
represented by such guarantee or letter of credit, as the case may be, was in compliance with this covenant.

(c)

For purposes of determining compliance with any dollar-denominated restriction on the
Incurrence of Indebtedness, the principal amount of Indebtedness denominated in a foreign currency shall be
calculated based on the relevant currency exchange rate in effect on the date such Indebtedness was incurred, in
the case of term debt, or first committed or first incurred (at the Borrower’s election), in the case of revolving
credit debt; provided that if such Indebtedness is incurred to refinance other Indebtedness denominated in a
foreign currency, and such refinancing would cause the applicable dollar-denominated restriction to be exceeded
if calculated at the relevant currency exchange rate in effect on the date of such refinancing, such dollardenominated restriction shall be deemed not to have been exceeded so long as the principal amount of such
refinancing Indebtedness does not exceed the principal amount of such Indebtedness being refinanced (plus the
aggregate amount of premiums (including reasonable tender premiums), defeasance costs and fees, discounts and
expenses in connection therewith).
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SECTION 3.02.
Liens. (a) Neither Indemnitor nor the Borrower will, nor will Indemnitor or the Borrower
permit any of the Indemnitor Group Restricted Subsidiaries to, create, incur, assume or permit to exist any Lien on any asset now
owned or hereafter acquired by it, except:
(i)

Liens created under the Loan Documents;

(ii)

Permitted Encumbrances;

(iii)
any Lien on any asset of Indemnitor, the Borrower or any Indemnitor Group Restricted Subsidiary existing on
the Effective Date or the Distribution Date and to the extent securing Indebtedness or obligations (other than intercompany
Indebtedness or obligations) having a principal amount in excess of $5,000,000 individually or $10,000,000 in the aggregate or
arising after the Effective Date and on or before the Distribution Date (and identified as such), as set forth in Schedule 6.02 of the
Current Credit Agreement; provided that (A) such Lien shall not apply to any other asset of Indemnitor, the Borrower or any
Indemnitor Group Restricted Subsidiary (other than assets financed by the same financing source in the ordinary course of business)
and (B) such Lien shall secure only those obligations that it secures on the Effective Date or the Distribution Date, as applicable, and
extensions, renewals, replacements and refinancings thereof so long as the principal amount of such extensions, renewals,
replacements and refinancings does not exceed the principal amount of the obligations being extended, renewed, replaced or
refinanced or, in the case of any such obligations constituting Indebtedness, that are permitted under Section 3.01(a)(iii) as
Refinancing Indebtedness in respect thereof;
(iv)
any Lien existing on any asset prior to the acquisition thereof by Indemnitor, the Borrower or any Indemnitor
Group Restricted Subsidiary or existing on any asset of any Person that becomes a Indemnitor Group Restricted Subsidiary (or of any
Person not previously a Indemnitor Group Restricted Subsidiary that is merged or consolidated with or into a Indemnitor Group
Restricted Subsidiary in a transaction permitted hereunder) after the Distribution Date prior to the time such Person becomes a
Indemnitor Group Restricted Subsidiary (or is so merged or consolidated); provided that (A) such Lien is not created in
contemplation of or in connection with such acquisition or such Person becoming a Indemnitor Group Restricted Subsidiary (or such
merger or consolidation), (B) such Lien shall not apply to any other asset of Indemnitor, the Borrower or any Indemnitor Group
Restricted Subsidiary (other than (x) assets financed by the same financing source in the ordinary course of business and (y) in the
case of any such merger or consolidation, the assets of any special purpose merger Subsidiary that is a party thereto) and
(C)
such Lien shall secure only those obligations that it secures on the date of such acquisition or the date such Person
becomes a Indemnitor Group Restricted Subsidiary (or is so merged or consolidated) and extensions, renewals, replacements and
refinancings thereof so long as the principal amount of such extensions, renewals and replacements does not exceed the principal
amount of the obligations being extended, renewed or replaced or, in the case of any such obligations constituting Indebtedness, that
are permitted under Section 3.01(a)(vii) as Refinancing Indebtedness in respect thereof;
(v)
Liens on fixed or capital assets acquired, constructed, repaired, replaced or improved (including any such assets
made the subject of a Capital Lease Obligation incurred) by Indemnitor, the Borrower or any Indemnitor Group Restricted
Subsidiary; provided that (A) such Liens secure Indebtedness incurred to finance such acquisition, construction, repair, replacement
or improvement and permitted by clause (vi)(A) of Section 3.01(a) or any Refinancing Indebtedness in respect thereof permitted by
clause (vi)(B) of Section 3.01(a), (B) such Liens and the Indebtedness secured thereby
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are incurred prior to or within 270 days after such acquisition or the completion of such construction, repair, replacement or
improvement (provided that this clause (B) shall not apply to any Refinancing Indebtedness permitted by clause (vi)(B) of Section
3.01(a) or any Lien securing such Refinancing Indebtedness), (C) the Indebtedness secured thereby does not exceed the cost of
acquiring, constructing, repairing, replacing or improving such fixed or capital asset and in any event, the aggregate principal amount
of such Indebtedness does not exceed the amount permitted under the second proviso of Section 3.01(a)(vi) at any time outstanding
and (D) such Liens shall not apply to any other property or assets of Indemnitor, the Borrower or any Indemnitor Group Restricted
Subsidiary (except assets financed by the same financing source in the ordinary course of business);
(vi)
customary rights and restrictions contained in agreements relating to such sale or transfer pending the
completion thereof in connection with the sale or transfer of any Equity Interests or other assets in a transaction permitted under
Section 3.05;

any encumbrance or restriction (including put and call arrangements, tag, drag, right of first refusal and similar
rights) with respect to Equity Interests of any (A) Indemnitor Group Restricted Subsidiary that is not a wholly owned Subsidiary or
(B) joint venture or similar arrangement pursuant to any joint venture or similar agreement;
(vii)

(viii)
Liens on any cash advances or cash earnest money deposits, escrow arrangements or similar arrangements
made by Indemnitor, the Borrower or any Indemnitor

Group Restricted Subsidiary in connection with any letter of intent or purchase agreement for an acquisition or other transaction
permitted hereunder;
(ix)

Liens on Collateral securing any Permitted Second Priority Refinancing Debt or Alternative Incremental Facility

Debt;
(x)
Liens granted by a member of Indemnitor Group that is not a Loan Party in respect of Indebtedness permitted to
be incurred by such member under Section 3.01;
(xi)
Liens not otherwise permitted by this Section to the extent that the aggregate outstanding principal amount of
the obligations secured thereby outstanding under this clause (xi) at any time does not exceed the greater of (x) $135,000,000 and (y)
3.00% of Consolidated Total Assets;
(xii)

Liens securing Indebtedness incurred as secured Indebtedness under Section 3.01(a)(xv) or 3.01(a)(xx);

(xiii)

[Reserved].

(xiv)

[Reserved].

(xv)
Liens on property or other assets of any Indemnitor Group Restricted Subsidiary that is not a Loan Party, which
Liens secure Indebtedness of such Indemnitor Group Restricted Subsidiary or another Restricted Subsidiary that is not a Loan Party,
in each case permitted under Section 3.01(a);
(xvi)
Liens on the Collateral securing Secured Cash Management Obligations, Secured Hedging Obligations and
Secured Supply Chain Financing Obligations;
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(xvii)
Liens on cash and Permitted Investments used to satisfy or discharge Indebtedness; provided such satisfaction
or discharge is permitted hereunder;
(xviii)
Liens on Equity Interests of any joint venture or Indemnitor Group Unrestricted Subsidiary (a) securing
obligations of such joint venture or Indemnitor Group Unrestricted Subsidiary or (b) pursuant to the relevant joint venture agreement
or arrangement;
(xix)
Liens on cash, Permitted Investments or other marketable securities securing (A) letters of credit of any Loan
Party that are cash collateralized on the Effective Date in an amount of cash, Permitted Investments or other marketable securities
with a fair market value of up to 105% of the face amount of such letters of credit being secured or (B) letters of credit and other
credit support obligations in the ordinary course of business; and

any Liens on cash or deposits granted in favor of any Issuing Bank to cash collateralize any Defaulting Lender’s
participation in Letters of Credit or other obligations in respect of Letters of Credit, in each case as contemplated by the Current
Credit Agreement; provided that the expansion of Liens by virtue of accretion or amortization of original issue discount, the payment
of dividends in the form of Indebtedness, and increases in the amount of Indebtedness outstanding solely as a result of fluctuations in
the exchange rate of currencies will not be deemed to be an incurrence of Liens for purposes of this Section 3.02. For purposes of
determining compliance with this Section 3.02, (x) a Lien need not be incurred solely by reference to one category of Liens described
in this Section 3.02 but may be incurred under any combination of such categories (including in part under one such category and in
part under any other such category) and (y) in the event that a Lien (or any portion thereof) meets the criteria of one or more of such
categories hereof (other than ratio-based baskets, if any), Indemnitor, the Borrower and the Restricted Subsidiaries shall, in their sole
discretion, classify or reclassify such Lien (or any portion thereof) solely between and among such categories and, in each case, that
would be permitted to be incurred in reliance on the applicable exception as of the date of such reclassification.
(xx)

SECTION 3.03.
Fundamental Changes. (a) Neither Indemnitor nor the Borrower will, nor will they permit
any of their Restricted Subsidiaries to, merge into or consolidate with any other Person, or permit any other Person to merge into or
consolidate with it, or liquidate or dissolve, divide, or otherwise dispose of all or substantially all of its properties and assets to any
Person or group of Persons (which, for the avoidance of doubt, shall not restrict the change in organizational form), except that, if at
the time thereof and immediately after giving effect thereto no Credit Default shall have occurred and be continuing:
(i)
any Restricted Subsidiary may merge into or consolidate with (A) the Borrower so long as the Borrower shall be
the continuing or surviving Person (and continues to be organized under the laws of the same jurisdiction), (B) [reserved] and (C)
any other Restricted Subsidiary in a transaction in which the surviving entity is a Restricted Subsidiary and, if any party to such
merger or consolidation is a Loan Party, either (x) the continuing or surviving entity is a Loan Party or (y) the acquisition of such
Loan Party by such continuing or surviving Person is otherwise permitted under Section 3.04; provided, that, after giving effect to
any such activities under this Section 3.03(a)(i), the Indemnitor Group Loan Parties are in compliance with the Indemnity Guarantee
Requirement;
(ii)

[reserved];
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(iii)
any Indemnitor Group Restricted Subsidiary that is not the Borrower may liquidate or dissolve if Indemnitor or
the Borrower determines in good faith that such liquidation or dissolution is in the best interests of the business of the Indemnitor
Restricted Group and is not materially disadvantageous to Indemnitee; provided that any such merger or consolidation involving a
Person that is not a wholly owned Indemnitor Group Restricted Subsidiary immediately prior to such merger or consolidation shall
not be permitted unless it is also permitted by Section 3.04;
(iv)
any Indemnitor Group Restricted Subsidiary may engage in a merger, consolidation, dissolution or liquidation,
the purpose of which is to effect an Investment permitted pursuant to Section 3.04 or a disposition permitted pursuant to Section
3.05; and
(v)

[Reserved].

(b)
The Borrower, Indemnitor and the Indemnitor Group Restricted Subsidiaries, taken as a whole, will
not engage to any material extent in any business other than businesses of the type to be conducted by the Borrower, Indemnitor and
the Indemnitor Group Restricted Subsidiaries as described in the Form 10 if as a result thereof the business conducted by the
Borrower, Indemnitor and the Restricted Subsidiaries, taken as a whole, would be substantially different from the business conducted
by Indemnitor, the Borrower and the Indemnitor Group Restricted Subsidiaries, taken as a whole, on the Distribution Date; provided
that businesses reasonably related, incidental or ancillary thereto to the business conducted by Indemnitor, the Borrower and the
Indemnitor Group Restricted Subsidiaries, taken as a whole, on the Distribution Date or reasonable extensions thereof shall be
permitted hereunder.
SECTION 3.04.
Investments, Loans, Advances, Guarantees and Acquisitions. Neither Indemnitor nor the
Borrower will, nor will they permit any Indemnitor Group Restricted Subsidiary to, make any Investment, except:
(a)
(b)

(c)

Permitted Investments and cash;
investments constituting the purchase or other acquisition (in one transaction or a series of
related transactions) of all or substantially all of the property and assets or business of any Person or of assets
constituting a business unit, a line of business or division of such Person, or the Equity Interests in a Person that,
upon the consummation thereof, will be a Indemnitor Group Restricted Subsidiary if, after giving effect thereto
on a Pro Forma Basis, the Borrower would be in compliance with Section 3.12 and Section 3.13; provided that
the aggregate amount of cash consideration paid in respect of such investments (including in the form of loans or
advances made to Indemnitor Group Restricted Subsidiaries that are not Loan Parties) by Loan Parties involving
the acquisition of Indemnitor Group Restricted Subsidiaries that do not become Loan Parties shall not, at the time
such investment is made and after giving effect thereto, cause the Non-Guarantor Investment Basket to be
exceeded (provided, that to the extent such Indemnitor Group Restricted Subsidiaries do become Loan Parties,
the aggregate amount outstanding in reliance on this clause (b) shall be reduced by the amount initially utilized);
[reserved];
15

(d)

Investments existing on the Effective Date or the Distribution Date (or in the case of
replacement guarantees to be provided by Holdings in lieu of previously existing Honeywell parent guarantees,
within 60 days after the Distribution Date) and to the extent having a principal amount in excess of $5,000,000
individually or $10,000,000 in the aggregate or arising after the Effective Date and on or before the Distribution
Date (and identified as such) (in each case, other than with respect to intercompany Investments) set forth on
Schedule 6.04 of the Current Credit Agreement and any modification, replacement, renewal, reinvestment or
extension thereof;

(e)

Investments by Indemnitor in the Borrower and by Indemnitor, the Borrower and the Indemnitor
Group Restricted Subsidiaries in Equity Interests of their respective Restricted Subsidiaries; provided that the
making of any Investment by any Loan Party in any Indemnitor Group Restricted Subsidiary that is not a Loan
Party shall not, at the time such Investment is made and after giving effect thereto, cause the Non-Guarantor
Investment Basket to be exceeded, provided that if any such investment under this Section 3.04(e) is made for the
purpose of making an investment, loan or advance permitted under Section 3.04(u), the amount available under
this Section 3.04(e) shall not be reduced by the amount of any such investment, loan or advance which reduces
the basket under Section 3.04(u);

(f)

loans or advances made by Holdings or the Borrower to any Restricted Subsidiary and made by
any Restricted Subsidiary to the Borrower or any other Restricted Subsidiary; provided that (i) [reserved] and (ii)
the outstanding amount of such loans and advances made by Loan Parties to Restricted Subsidiaries that are not
Loan Parties at the time such loans or advances are made, and after giving effect thereto, shall not cause the NonGuarantor Investment Basket to be exceeded, provided that any intercompany loans or advances made by any
Loan Party to any Restricted Subsidiary that is not a Loan Party using the proceeds of intercompany loans or
advances received from Restricted Subsidiaries that are not Loan Parties no more than 120 days prior to making
such intercompany loan or advance shall not be taken into account in the calculation of any restriction or basket
set forth in this subclause (ii) (including the Non-Guarantor Investment Basket); provided further that if any such
loan or advance under this subclause (ii) is made for the purpose of making an investment, loan or advance
permitted
under Section 3.04(u), the amount available under this clause (f) shall not be reduced by the amount of any such investment, loan or
advance which reduces the basket under Section 3.04(u), provided further that any loan or advance made by any Loan Party to a
Restricted Subsidiary that is not a Loan Party, for the purposes of calculating usage under this subclause (ii) and the Non- Guarantor
Investment Basket, shall be reduced dollar-for-dollar by any amounts owed by such Loan Party to such Restricted Subsidiary that is
not a Loan Party;
(g)

Debt-Related Guarantees by Holdings, the Borrower or any Restricted Subsidiary in respect of
Indebtedness permitted under Section 3.01 and in respect of other obligations not otherwise contemplated by this
Section 3.04, in each case of Holdings, the Borrower or any Restricted Subsidiary; provided that any such DebtRelated Guarantees of Indebtedness and such other obligations, in each case of Restricted Subsidiaries that are
not Loan Parties by any Loan Party (other than with respect to Cash Management Financing Facilities) shall not,
at the time any such Debt-Related Guarantee is provided and after giving effect thereto, cause the Non-Guarantor
Investment Basket to be exceeded;

(h)

loans or advances to directors, officers, consultants or employees of Holdings, the Borrower or
any Restricted Subsidiary made in the ordinary course of business of Holdings, the Borrower or such Restricted
Subsidiary, as applicable, not exceeding $10,000,000 in the aggregate outstanding at any time (determined
without regard to any write-downs or write- offs of such loans or advances);
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(i)

payroll, travel and similar advances to cover matters that are expected at the time of such
advances ultimately to be treated as expenses of Holdings, the Borrower or any Restricted Subsidiary for
accounting purposes and that are made in the ordinary course of business;

(j)

investments received in connection with the bankruptcy or reorganization of, or settlement of
delinquent accounts and disputes with, customers and suppliers or upon the foreclosure with respect to any
secured Investment or other transfer of title with respect to any secured Investment, in each case in the ordinary
course of business;

(k)

investments in the form of Hedging Agreements permitted by Section 3.07 (including any Back
to Back Arrangements);

(l)

investments of any Person existing at the time such Person becomes a Indemnitor Group
Restricted Subsidiary or consolidates or merges with the Borrower or any Indemnitor Group Restricted
Subsidiary so long as such investments were not made in contemplation of such Person becoming a Indemnitor
Group Restricted Subsidiary or of such consolidation or merger;

(m)
(d)

investments resulting from pledges or deposits described in clause (c) or
of the definition of the term “Permitted Encumbrance” as defined in the Current Credit Agreement;

(n)

investments made as a result of the receipt of noncash consideration from a sale, transfer, lease
or other disposition of any asset in compliance with Section 3.05;

(o)

investments that result solely from the receipt by Indemnitor, the Borrower or any Indemnitor
Group Restricted Subsidiary from any of its Subsidiaries of a dividend or other Restricted Payment in the form of
Equity Interests, evidences of Indebtedness or other securities (but not any additions thereto made after the date
of the receipt thereof);

(p)

receivables or other trade payables owing to Indemnitor, the Borrower or a Restricted
Subsidiary if created or acquired in the ordinary course of business and payable or dischargeable in accordance
with customary trade terms; provided that such trade terms may include such concessionary trade terms as
Indemnitor, the Borrower or any Restricted Subsidiary deems reasonable under the circumstances;

(q)

mergers and consolidations permitted under Section 3.03 that do not involve any Person other
than Holdings, the Borrower and Restricted Subsidiaries that are wholly owned Restricted Subsidiaries;

(r)

Investments in the form of letters of credit, bank guarantees, performance bonds or similar
instruments or other creditor support or reimbursement obligations made in the ordinary course of business by
Holdings or the Borrower on behalf of any Restricted Subsidiary and made by any Restricted Subsidiary on
behalf of the Borrower or any other Restricted Subsidiary; provided that at the time such letters of credit, bank
guarantees, performance bonds or similar instruments or other creditor support or reimbursement obligations are
made by Loan Parties on behalf of Restricted Subsidiaries that are not Loan Parties pursuant to this Section
3.04(r), and after giving effect thereto, such obligations shall not cause the Non- Guarantor Investment Basket to
be exceeded;
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(s)

Debt-Related Guarantees by Indemnitor, the Borrower or any Restricted Subsidiary of leases
(other than Capitalized Leases) or of other obligations that do not constitute Indebtedness, in each case entered
into in the ordinary course of business;
(t)

Investments, so long as, after giving effect thereto, the Consolidated Total Leverage Ratio does not

exceed 1.75:1.00;
(u)

other Investments by Indemnitor, the Borrower or any Indemnitor Restricted Subsidiary (and
loans and advances by Indemnitor) in an aggregate amount, as valued at cost at the time each such Investment is
made and including all related commitments for future Investments (and the principal amount of any
Indebtedness that is assumed or otherwise incurred in connection with such Investment), outstanding under this
Section 3.04(u) at any time in an aggregate amount not exceeding the sum of (i) (x) the greater of $240,000,000
and (y) 5.40% of Consolidated Total Assets plus (ii) so long as no Credit Default has occurred and is continuing
or would result therefrom, the Available Amount at such time in the aggregate for all such investments made or
committed to be made from and after the Distribution Date plus an amount equal to any returns of capital or sale
proceeds actually received in cash in respect of any such Investments (which amount shall not exceed the amount
of such Investment valued at cost at the time such investment was made);

(v)

Investments consisting of (i) extensions of trade credit and accommodation guarantees in the
ordinary course of business and (ii) loans and advances to customers; provided that the aggregate principal
amount of such loans and advances outstanding under this clause (ii) at any time shall not exceed $10,000,000;

(w)

Investments on or prior to the Distribution Date in connection with the Transactions;

(x)

Investments in the ordinary course of business consisting of Uniform Commercial Code Article
3 endorsements for collection or deposit and Uniform Commercial Code Article 4 customary trade arrangements
with customers in the ordinary course of business;

(y)

Investments (A) for utilities, security deposits, leases and similar prepaid expenses incurred in
the ordinary course of business and (B) in the form of trade accounts created, or prepaid expenses accrued, in the
ordinary course of business;

(z)

non-cash Investments in connection with tax planning and reorganization activities;
(aa)

customary Investments in connection with Permitted Receivables Facilities;

(bb)
Investments in joint ventures and Unrestricted Subsidiaries; provided that at the time of any such
Investment on a Pro Forma Basis, the aggregate amount at any time outstanding of all such Investments made in reliance on this
clause (bb) shall not exceed the greater of $35,000,000 and 0.75% of Consolidated Total Assets;
(cc)

Investments in the form of loans or advances made to distributors and suppliers in the ordinary course

of business; and
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(dd)
to the extent they constitute Investments, guaranties in the ordinary course of business of the
obligations of suppliers, customers, franchisees, lessors and licensees of the Borrower and any Restricted Subsidiary.
For purposes of this Section 3.04, if any Investment (or a portion thereof) would be permitted pursuant to one or more of the
provisions described above and/or one or more of the exceptions contained in this Section 3.04 (other than ratio-based baskets, if
any), Indemnitor, the Borrower and the Indemnitor Group Restricted Subsidiaries may divide and classify such Investment (or a
portion thereof) in any manner that complies with this covenant and may later divide and reclassify any such Investment so long as
the Investment (as so divided and/or reclassified) would be permitted to be made in reliance on the applicable exception as of the
date of such reclassification.
SECTION 3.05.
Asset Sales. Neither Indemnitor nor the Borrower will, nor will they permit any
Indemnitor Group Restricted Subsidiary to, sell, transfer, lease or otherwise dispose of any asset (other than assets sold, transferred,
leased or otherwise disposed of in a single transaction or a series of related transactions with a fair market value of $25,000,000 or
less), including any Equity Interest owned by it, nor will Indemnitor or the Borrower permit any Indemnitor Group Restricted
Subsidiary to issue any additional Equity Interest in such Indemnitor Group Restricted Subsidiary (other than issuing directors’
qualifying shares and other than issuing Equity Interests to Indemnitor, the Borrower or another Indemnitor Group Restricted
Subsidiary), except:
(a)

sales, transfers, leases and other dispositions of (i) inventory, (ii) used, obsolete, damaged, worn
out or surplus equipment, (iii) property no longer used or useful in the conduct of the business of Indemnitor, the
Borrower and the Indemnitor Group Restricted Subsidiaries (including intellectual property), (iv) immaterial
assets and (v) cash and Permitted Investments, in each case in the ordinary course of business;

(b)

sales, transfers, leases and other dispositions to Indemnitor, the Borrower or a Restricted
Subsidiary; provided that any such sales, transfers, leases or other dispositions involving a Restricted Subsidiary
that is not a Loan Party shall, to the extent applicable, be made in compliance with Section 3.04 and Section 3.09;

(c)

sales, transfers and other dispositions or forgiveness of accounts receivable in connection with
the compromise, settlement or collection thereof not as part of any accounts receivables financing transaction
(including sales to factors and other third parties);

(d)

(i) sales, transfers, leases and other dispositions of assets to the extent that such assets constitute
an investment permitted by clause (j), (l) or (n) of Section 3.04 or another asset received as consideration for the
disposition of any asset permitted by this Section (in each case, other than Equity Interests in a Indemnitor Group
Restricted Subsidiary, unless all Equity Interests in such Indemnitor Group Restricted Subsidiary (other than
directors’ qualifying shares) are sold) and (ii) sales, transfers, and other dispositions of the Equity Interests of a
Indemnitor Group Restricted Subsidiary by Indemnitor, the Borrower or a Indemnitor Group Restricted
Subsidiary to the extent such sale, transfer or other disposition would be permissible as an Investment in a
Restricted Subsidiary permitted by Section 3.04(e) or Section 3.04(u);

(e)

leases or subleases entered into in the ordinary course of business, to the extent that they do not
materially interfere with the business of Indemnitor, the Borrower or any Indemnitor Group Restricted
Subsidiary;
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(f)

non-exclusive licenses or sublicenses of IP Rights granted in the ordinary course of business or
other licenses or sublicenses of IP Rights granted in the ordinary course of business that do not materially
interfere with the business of Indemnitor, the Borrower or any Indemnitor Group Restricted Subsidiary;

(g)

dispositions resulting from any casualty or other insured damage to, or any taking under power
of eminent domain or by condemnation or similar proceeding of, and transfers of property arising from
foreclosure or similar action with regard to, any asset of Indemnitor, the Borrower or any Indemnitor Group
Restricted Subsidiary;

(h)

dispositions of assets to the extent that (i) such assets are exchanged for credit against the
purchase price of similar replacement assets or (ii) the proceeds of such disposition are promptly applied to the
purchase price of such replacement assets;

(i)

dispositions permitted by Section 3.08;

(j)

dispositions set forth on Schedule 6.05 of the Current Credit Agreement (as in effect on the
Distribution Date);

(k)

sales, transfers, leases and other dispositions of assets that are not permitted by any other clause
of this Section; provided that (i) the aggregate fair value of all assets sold, transferred, leased or otherwise
disposed of in reliance upon this Section 3.04(k) shall not exceed (A) in any fiscal year, 15% of Consolidated
Total Assets as of the fiscal year most recently ended prior to such sale, transfer, lease or other disposition and
(B) 40% of Consolidated Total Assets as of the fiscal year most recently ended prior to such sale, transfer, lease
or other disposition and (ii) no Event of Default has occurred and is continuing or would result therefrom;

(l)

sales, transfers or other dispositions of accounts receivable in connection with Permitted
Receivables Facilities;

(m)

sales, transfers or other dispositions of any assets (including Equity Interests) (A) acquired in
connection with any acquisition or other investment permitted under Section 3.04, which assets are not used or
useful to the core or principal business of the Borrower and the Indemnitor Group Restricted Subsidiaries and/or
(B) made to obtain the approval of any applicable antitrust authority in connection with an acquisition permitted
under Section 3.04; and

(n)

sales, transfers or other dispositions of Investments in joint ventures to the extent required by, or
made pursuant to customary buy/sell arrangements between, the joint venture parties set forth in joint venture
arrangements and similar binding arrangements; provided that all sales, transfers, leases and other dispositions
permitted hereby (other than those permitted by Sections 3.05(a)(iii), (a)(iv) and (b)) for a purchase price in
excess of $25,000,000 shall be made for fair value (as determined in good faith by the Borrower), and at least
75% of the consideration from all sales, transfers, leases and other dispositions permitted hereby (other than
those permitted by clauses (b), (d), (g) or (h)) since the Effective Date, on a cumulative basis, is in the form of
cash or Permitted Investments; provided further that (i) any consideration in the form of Permitted Investments
that are disposed of for cash consideration within 30 Business Days after such sale, transfer or other disposition
shall be deemed to be cash consideration in an amount equal to the amount of such cash consideration for
purposes of this proviso, (ii) any liabilities (as shown on Indemnitor, the Borrower’s
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or such Indemnitor Group Restricted Subsidiary’s most recent balance sheet provided hereunder
or in the footnotes thereto) of Indemnitor, the Borrower or such Indemnitor Group Restricted Subsidiary, other
than liabilities that are by their terms subordinated to the payment in cash of the Obligations, that are assumed by
the transferee with respect to the applicable sale, transfer, lease or other disposition and for which Indemnitor, the
Borrower and all the Restricted Subsidiaries shall have been validly released by all applicable creditors in writing
shall be deemed to be cash consideration in an amount equal to the liabilities so assumed and (iii) any Designated
Non-Cash Consideration received by Indemnitor, the Borrower or such Subsidiary in respect of such sale,
transfer, lease or other disposition having an aggregate fair market value, taken together with all other Designated
Non-Cash Consideration received pursuant to this clause (iii) that is at that time outstanding, not in excess of
$45,000,000 at the time of the receipt of such Designated Non-Cash Consideration, with the fair market value of
each item of Designated Non-Cash Consideration being measured at the time received and without giving effect
to subsequent changes in value, shall be deemed to be cash consideration.
SECTION 3.06.
Sale and Leaseback Transactions. Neither Indemnitor nor the Borrower will, nor will they
permit any Indemnitor Group Restricted Subsidiary to, enter into any arrangement, directly or indirectly, whereby it shall sell or
transfer any property, real or personal, used or useful in its business, whether now owned or hereafter acquired, and thereafter rent or
lease such property or other property that it intends to use for substantially the same purpose or purposes as the property sold or
transferred, except for any such sale of any fixed or capital assets by Indemnitor, the Borrower or any Indemnitor Group Restricted
Subsidiary that is made for cash consideration in an amount not less than the fair value of such fixed or capital asset and is
consummated within 270 days after Indemnitor, the Borrower or such Indemnitor Group Restricted Subsidiary acquires or completes
the construction of such fixed or capital asset; provided that, if such sale and leaseback results in a Capital Lease Obligation, such
Capital Lease Obligation is permitted by Section 3.01(a)(vi) and any Lien made the subject of such Capital Lease Obligation is
permitted by Section 3.02(a)(v).
SECTION 3.07.
Hedging Agreements. Neither Indemnitor nor the Borrower shall, nor shall they permit
any Indemnitor Group Restricted Subsidiary to, enter into any Hedging Agreement other than Hedging Agreements (including any
Back to Back Arrangements) entered into in the ordinary course of business and not for speculative purposes.
SECTION 3.08.
Restricted Payments; Certain Payments of Junior Indebtedness. (a) Neither Indemnitor
nor the Borrower will, nor will they permit any Restricted Subsidiary to, declare or make, or agree to pay or make, directly or
indirectly, any Restricted Payment, or incur any obligation (contingent or otherwise) to do so, except that:
(i)
Indemnitor and/or any Indemnitor Group Restricted Subsidiary may make the Effective Date Repayment and the
Post-Effective Date Repayment;
(ii)
The Borrower and any Indemnitor Group Restricted Subsidiary may declare and pay dividends or make other
distributions with respect to its Equity Interests, or make other Restricted Payments in respect of its Equity Interests, in each case
ratably to the holders of such Equity Interests;
(iii)

Indemnitor may make payments pursuant to and as required under this Agreement;

(iv)
Indemnitor may declare and pay dividends with respect to its Equity Interests payable solely in shares of Equity
Interests permitted hereunder;
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(v)
Indemnitor may make Restricted Payments, not exceeding the greater of (A) $35,000,000 and (B) 0.75% of
Consolidated Total Assets (with unused amounts being carried over to the succeeding fiscal years, subject to an aggregate cap of up
to $50,000,000 in any fiscal year under this clause (v)) during any fiscal year, pursuant to and in accordance with stock option plans
or other benefit plans approved by Holdings’ board of directors for directors, officers, consultants or employees of Holdings, the
Borrower and the Restricted Subsidiaries;
(vi)
commencing in the fiscal year of Holdings ending December 31, 2019, Indemnitor may make distributions in an
aggregate amount not to exceed $50,000,000 per fiscal year of Holdings (with unused amounts being carried over to the immediately
succeeding fiscal year);
(vii)
Indemnitor may make Restricted Payments to the extent permitted by the terms of Current Credit Agreement
(as in effect as of the date hereof);
(viii)

[reserved];

(ix)

[reserved];

(x)

[reserved];

(xi)
Indemnitor’s Subsidiaries may pay dividends to Indemnitor concurrently with Indemnitor’s payment of
dividends pursuant to Section 3.08(a)(xii);
(xii)
Indemnitor may declare and make Restricted Payments in an aggregate amount not to exceed, at the time such
Restricted Payments are made and after giving effect thereto, the sum of (A) $90,000,000 plus (B) the Available Amount at such
time; provided that Indemnitor may only make Restricted Payments under this clause (xii) if (w) no Event of Default has occurred
and is continuing (or would result therefrom), (x) after giving effect thereto on a Pro Forma Basis, Indemnitor would be in
compliance with Section 3.12 and Section 3.13, (y) there is no outstanding indemnification obligation under this Agreement unless
such Restricted Payment under this clause (xii) will be applied to satisfy all or a portion of such outstanding indemnification
obligation and (z) $45,000,000 of such Restricted Payments made under clause (A) of this Section 3.08 are used only for payments of
Accrued Amounts;
(xiii)
for any taxable period for which Indemnitor, the Borrower and/or any Subsidiaries of Indemnitor are members
of a consolidated, combined or similar income tax group for U.S. federal and/or applicable state, local or non-U.S. income or
corporation Tax purposes of which a direct or indirect parent of Indemnitor is the common parent (a “Tax Group”), Restricted
Payments may be made in an amount not in excess of the U.S. federal, state, local or non-U.S. income Taxes that Indemnitor, the
Borrower and/or applicable Subsidiaries of Indemnitor would have paid had Indemnitor, the Borrower and/or such Subsidiaries of
Indemnitor been a stand- alone taxpayer (or a stand-alone group); provided that Restricted Payments in respect of a Indemnitor
Group Unrestricted Subsidiary shall be permitted only to the extent that cash distributions were made by such Indemnitor Group
Unrestricted Subsidiary to Indemnitor, the Borrower or any of Indemnitor’s Subsidiaries for such purpose;
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(xiv)
(i) any non-cash repurchases or withholdings of Equity Interests in connection with the exercise of stock
options, warrants or similar rights if such Equity Interests represent a portion of the exercise of, or withholding obligations with
respect to, such options, warrants or similar rights (for the avoidance of doubt, it being understood that any required withholding or
similar tax related thereto may be paid by Indemnitor, the Borrower or any Indemnitor Group Restricted Subsidiary in cash), and (ii)
loans or advances to officers, directors and employees of Holdings, the Borrower or any Restricted Subsidiary in connection with
such Person’s purchase of Equity Interests of Holdings, provided that no cash is actually advanced pursuant to this clause (ii) other
than to pay taxes due in connection with such purchase, unless immediately repaid; and

(xv)

Indemnitor may make payments pursuant to and required under the Tax Matters Agreement.

(b)
Neither Indemnitor nor the Borrower will, nor will they permit any Indemnitor Group Restricted
Subsidiary to, prepay, redeem, purchase or otherwise satisfy any Indebtedness that is subordinated in right of payment to the
Obligations (excluding, for the avoidance of doubt, any subordinated obligations owing to Indemnitor or any Indemnitor Group
Restricted Subsidiary):
(i)

payments of Indebtedness under the Current Credit Agreement or any Loan Document;

(ii)
regularly scheduled interest and principal payments as and when due in respect of any such Indebtedness, other
than payments in respect of such Indebtedness prohibited by the subordination provisions thereof;
(iii)

refinancings of Indebtedness with the proceeds of other Indebtedness permitted under Section 3.01;

(iv)
payments of or in respect of Indebtedness in an amount equal to, at the time such payments are made and after
giving effect thereto, (A) the greater of (x) $80,000,000 and (y) 1.75% of Consolidated Total Assets plus (B) the Available Amount
at such time; provided that the Borrower may only use the Available Amount under this clause (iv) if (x) no Credit Default shall have
occurred and be continuing (or would result therefrom) and (y) after giving effect thereto on a Pro Forma Basis, the Borrower would
be in compliance with Section 3.12 and Section 3.13; and
(v)
prepayments of subordinated obligations owed to the Borrower or any Indemnitor Group Restricted Subsidiary
or any Refinancing Indebtedness with the proceeds of other subordinated Indebtedness.

For purposes of this Section 3.08, if any Restricted Payment (or a portion thereof) would be permitted pursuant to one or more
provisions described above and/or one or more of the exceptions contained in this Section 3.08, Indemnitor, the Borrower and the
Indemnitor Group Restricted Subsidiaries may divide and classify such Restricted Payment (or a portion thereof) in any manner that
complies with this covenant and may later divide and reclassify (other than with respect to ratio-based baskets, if any) any such
Restricted Payment so long as the Restricted Payment (as so divided and/or reclassified) would be permitted to be made in reliance
on the applicable exception as of the date of such reclassification.
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SECTION 3.09.
Transactions with Affiliates. Neither Indemnitor nor the Borrower will, nor will they
permit any Indemnitor Group Restricted Subsidiary to, sell, lease or otherwise transfer any assets to, or purchase, lease or otherwise
acquire any assets from, or otherwise engage in any other transactions involving aggregate consideration in excess of $25,000,000
with, any of its Affiliates, except (i) transactions that are at prices and on terms and conditions not less favorable to Indemnitor, the
Borrower or such Indemnitor Group Restricted Subsidiary than could be obtained on an arm’s-length basis from unrelated third
parties,
(ii)

transactions between or among the Loan Parties not involving any other Affiliate,

advances, equity issuances, repurchases, retirements or other acquisitions or retirements of Equity Interests and other
Restricted Payments permitted under Section 3.08 and investments, loans and advances to Restricted Subsidiaries permitted under
Section 3.04 and any other transaction involving Indemnitor, the Borrower and Restricted Subsidiaries permitted under Section 3.03
to the extent such transaction is between Indemnitor, the Borrower and one or more Restricted Subsidiaries or between two or more
Restricted Subsidiaries and Section 3.05 (to the extent such transaction is not required to be for fair value thereunder), (iv) the
payment of reasonable fees to directors of Holdings, the Borrower or any Restricted Subsidiary who are not employees of Holdings,
the Borrower or any Restricted Subsidiary, and compensation and employee benefit arrangements paid to, and indemnities provided
for the benefit of, directors, officers, consultants or employees of Holdings, the Borrower or the Restricted Subsidiaries in the
ordinary course of business, (v) any issuances of securities or other payments, awards or grants in cash, securities or otherwise
pursuant to, or the funding of, employment agreements, stock options and stock ownership plans approved by the Borrower’s board
of directors,
(iii)

employment and severance arrangements entered into in the ordinary course of business between Holdings, the Borrower
or any Restricted Subsidiary and any employee thereof and approved by the Borrower’s or Holdings’ board of directors, and (vii)
payments made to other Restricted Subsidiaries arising from or in connection with any customary tax consolidation and grouping
arrangements.
(vi)

SECTION 3.10.
Restrictive Agreements. Neither Indemnitor nor the Borrower will, nor will they permit
any Indemnitor Group Restricted Subsidiary to, directly or indirectly, enter into, incur or permit to exist any agreement or other
arrangement that prohibits, restricts or imposes any condition upon (a) the ability of any Indemnitor Group Restricted Subsidiary to
pay dividends or other distributions with respect to any of its Equity Interests, to make or repay loans or advances to the Borrower or
any Restricted Subsidiary, to Guarantee Indebtedness of the Borrower or any Restricted Subsidiary, to transfer any of its properties
or assets to the Borrower or any Restricted Subsidiary; provided that (i) the foregoing shall not apply to (A) restrictions and
conditions imposed by law, this Agreement, any Spin-Off Document, the Current Credit Agreement, any other Loan Document, any
Incremental Facility Amendment, any Refinancing Facility Agreement, any document governing any Refinancing Term Loan
Indebtedness or Refinancing Indebtedness or any document governing Alternative Incremental Facility Debt, (B) restrictions and
conditions imposed by the Senior Notes Documents as in effect on the Effective Date or any agreement or document evidencing
Refinancing Term Loan Indebtedness in respect of the Senior Notes Documents permitted under clause (ii) of Section 3.01(a), (C) in
the case of any Indemnitor Group Restricted Subsidiary that is not a wholly owned Indemnitor Group Restricted Subsidiary,
restrictions and conditions imposed by its organizational documents or any related joint venture or similar agreements; provided that
such restrictions and conditions apply only to such Indemnitor Group Restricted Subsidiary and to the Equity Interests of such
Indemnitor Group Restricted Subsidiary, (D) customary restrictions
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and conditions contained in agreements relating to the sale of a Indemnitor Group Restricted Subsidiary or any assets of Indemnitor,
the Borrower or any Indemnitor Group Restricted Subsidiary, in each case pending such sale; provided that such restrictions and
conditions apply only to such Indemnitor Group Restricted Subsidiary or the assets that are to be sold and, in each case, such sale is
permitted hereunder, (E) restrictions and conditions existing on the Effective Date or the Distribution Date and identified on
Schedule 6.10 to the Current Credit Agreement (as in effect on the Distribution Date) (and any extension or renewal of, or any
amendment, modification or replacement of the documents set forth on such schedule that do not expand the scope of, any such
restriction or condition in any material respect), (F) restrictions and conditions imposed by any agreement relating to Indebtedness of
any Indemnitor Group Restricted Subsidiary in existence at the time such Indemnitor Group Restricted Subsidiary became a
Indemnitor Group Restricted Subsidiary and otherwise permitted by clause (vii) of Section 3.01(a) or to any restrictions in any
Indebtedness of a non-Loan Party Restricted Subsidiary permitted by clause (viii) or clause (xix) of Section 3.01(a), in each case if
such restrictions and conditions apply only to such Indemnitor Group Restricted Subsidiary and its subsidiaries, (G) restrictions and
conditions imposed by this Agreement or the Guarantee, (H) customary prohibitions, restrictions and conditions contained in
agreements relating to a Permitted Receivables Facility, (I) any encumbrance or restriction under documentation governing other
Indebtedness of Holdings, the Borrower and any Indemnitor Group Restricted Subsidiaries permitted to be incurred pursuant to
Section 3.01, provided that such encumbrances or restrictions will not materially impair Indemnitor’s ability to make payments
pursuant to this Agreement or the Borrower’s ability to make principal and interest payments pursuant to the Current Credit
Agreement, (J) customary provisions in leases, licenses, sublicenses and other contracts (including non-exclusive licenses and
sublicenses of intellectual property) restricting the assignment thereof, (K) restrictions imposed by any agreement relating to secured
Indebtedness permitted by this Agreement to the extent such restriction applies only to the property securing such Indebtedness, (L)
restrictions on cash (or Permitted Investments) or other deposits imposed by agreements entered into in the ordinary course of
business (or other restrictions on cash or deposits constituting Permitted Encumbrances), (M) customary restrictions contained in
leases, subleases, licenses, sublicenses or asset sale agreements otherwise permitted hereby so long as such restrictions relate only to
the assets subject thereto, (N) customary provisions restricting subletting or assignment of any lease governing a leasehold interest of
Indemnitor, the Borrower or any Indemnitor Group Restricted Subsidiary and (O) customary net worth provisions contained in real
property leases entered into by Subsidiaries, so long as Indemnitor has determined in good faith that such net worth provisions would
not reasonably be expected to impair the ability of Indemnitor and its Subsidiaries to meet their ongoing obligations; and (ii) clause
(a) of the foregoing shall not apply to (A) restrictions and conditions imposed by any agreement relating to secured Indebtedness
permitted by Section 3.01(a)(vi) if such restrictions and conditions apply only to the assets securing such Indebtedness and (B)
customary provisions in leases and other agreements restricting the assignment thereof.
SECTION 3.11.
Amendment of Material Documents. Indemnitor will not, nor will Indemnitor permit any
of the Indemnitor Group Restricted Subsidiaries to, amend, modify or waive its certificate of incorporation, bylaws or other
organizational documents, in each case if the effect of such amendment, modification or waiver would be materially adverse to
Indemnitee without the consent of Indemnitee.
SECTION 3.12.
Consolidated Interest Coverage Ratio. Indemnitor will not, and will cause its Subsidiaries
not to, permit the Consolidated Interest Coverage Ratio as of the end of any fiscal quarter of Holdings ending on or after the
Effective Date, in each case for any period of four consecutive fiscal quarters of Holdings ending on the last day of such fiscal
quarter, to be less than 2.75 to 1.00.
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SECTION 3.13.
Consolidated Total Leverage Ratio. Indemnitor will not, and will cause its Subsidiaries
not to, permit the Consolidated Total Leverage Ratio for any period of four consecutive fiscal quarters of Holdings ending on or
about any date during any period set forth below, to exceed the ratio set forth below opposite such period:
Fiscal Quarter Ending
December 31, 2018
March 31, 2019
June 30, 2019
September 30, 2019
December 31, 2019
March 31, 2020
June 30, 2020
September 30, 2020
December 31, 2020
March 31, 2021
June 30, 2021
September 30, 2021
December 31, 2021 and thereafter

Consolidated Total Leverage Ratio
4.00 to 1.00
4.00 to 1.00
4.00 to 1.00
4.00 to 1.00
3.75 to 1.00
3.75 to 1.00
3.75 to 1.00
3.75 to 1.00
3.50 to 1.00
3.50 to 1.00
3.50 to 1.00
3.50 to 1.00
3.25 to 1.00

SECTION 3.14.
Changes in Fiscal Periods. If Holdings changes its fiscal year, Indemnitor and Indemnitee
will make any adjustments to this Agreement that are necessary to reflect such change in fiscal year.
SECTION 3.15.

[Reserved].

SECTION 3.16.

[Reserved].

SECTION 3.17.

[Reserved].

Notwithstanding anything to the contrary set forth in this Agreement, the Current Credit Agreement or any other Loan Document, no
provision of this Agreement, the Current Credit Agreement or any other Loan Document shall prevent or restrict the consummation
of any of the Transactions, nor shall the Transactions give rise to any Default, or constitute the utilization of any basket, under this
Agreement (including this Article III) or any other Loan Document.
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EXHIBIT H
GUARANTEE
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Execution Version

INDEMNIFICATION GUARANTEE AGREEMENT
dated as of October 25, 2018 between
HONEYWELL INTERNATIONAL INC.,
as Indemnitee,
RESIDEO INTERMEDIATE HOLDING INC.,
as Indemnitor, and
THE OTHER GUARANTORS PARTY HERETO
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INDEMNIFICATION GUARANTEE AGREEMENT (as amended, restated, supplemented or otherwise
modified from time to time, this “Agreement”), dated as of October 25, 2018, by and between (i) HONEYWELL
INTERNATIONAL INC., a Delaware corporation (“Indemnitee”), (ii) RESIDEO INTERMEDIATE HOLDING INC., a Delaware
corporation (“Indemnitor”), and (iii) the other Guarantors (together with Indemnitor and Indemnitee, the “Parties” and each, a
“Party”).
PRELIMINARY STATEMENTS
Reference is made to (i) the Indemnification Agreement (as amended, supplemented or otherwise modified from
time to time, the “Indemnification Agreement”), dated as of October 14, 2018, by and between New HAPI Inc. and Honeywell
International Inc. and (ii) the Credit Agreement, dated as of the date hereof (as amended, supplemented or otherwise modified from
time to time, the “Current Credit Agreement”), by and between, inter alia, Resideo Technologies, Inc. (“Resideo”), a Delaware
corporation, Resideo Funding Inc., a Delaware corporation (the “Borrower”), the Lenders (as defined in the Current Credit
Agreement) party thereto and JPMORGAN CHASE BANK, N.A., as Administrative Agent (as defined in the Current Credit
Agreement).
Indemnitor has agreed to indemnify and reimburse Indemnitee in respect of certain losses subject to the terms
and conditions set forth in the Indemnification Agreement, and Indemnitor has agreed to cause its relevant Subsidiaries to enter into
this Agreement pursuant to the Indemnification Agreement. Accordingly, the Parties hereto agree as follows:

SECTION 1.01.

ARTICLE I
DEFINITIONS
Indemnification Agreement.

(a)
Capitalized terms used in this Agreement (including in the introductory paragraph hereto) and not
otherwise defined herein have the meanings specified in the Indemnification Agreement.
(b)
The rules of construction specified in Section 4.14 of the Indemnification Agreement also apply to this
Agreement, mutatis mutandis.
SECTION 1.02.
meanings specified below:

Other Defined Terms. As used in this Agreement, the following terms have the

“Agreement” shall have the meaning given to it in the introductory paragraph to this Agreement.
“Borrower” shall have the meaning given to it in the introductory paragraph to this Agreement.
“Claiming Party” shall have the meaning given to it in SECTION 3.02.
“Contributing Party” shall have the meaning given to it in SECTION 3.02.
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“Current Credit Agreement” shall have the meaning set forth in the introductory paragraph to this Agreement.
“Guarantors” shall mean the Borrower and any Subsidiary Guarantor that provides a guarantee of the
Obligations (as defined in the Principal Credit Agreement) under the Principal Credit Agreement.
“Indemnification Agreement” shall have the meaning given to it in the preliminary statements to this
Agreement.
“Indemnification Obligations” shall mean all obligations of Indemnitor under the Indemnification Agreement;
provided, that any Accrued Amount shall not be an “Indemnification Obligation” hereunder; provided, further, that any late payment
fee pursuant to Section 2.5(b) of the Indemnification Agreement shall be an “Indemnification Obligation” hereunder.
“Indemnitee” shall have the meaning given to it in the introductory paragraph to this Agreement.
“Indemnitor” shall have the meaning given to it in the preliminary statements to this Agreement.
“Loan Party” shall mean (i) while the Current Credit Agreement is in effect, the meaning given to it in the
Current Credit Agreement and (ii) when the Current Credit Agreement is no longer effective, Resideo and any Subsidiaries of
Resideo that is a party to the Principal Credit Agreement or any “Loan Document” (or comparable term) contemplated under the
Principal Credit Agreement.
“Miscellaneous Provisions” shall have the meaning set forth in SECTION 5.02. “Party” shall have the meaning
given to it in the introductory paragraph to this Agreement.
“Subsidiary Guarantors” shall mean the Restricted Subsidiaries of Indemnitor identified as such on Schedule I
hereto and each other Restricted Subsidiary of Indemnitor that becomes a party to this Agreement as a Subsidiary Guarantor on or
after the Distribution Date pursuant to SECTION 5.07; provided that if a Subsidiary is released from its obligations as a Subsidiary
Guarantor hereunder as provided in SECTION 5.06(b), such Subsidiary shall cease to be a Subsidiary Guarantor hereunder effective
upon such release.
“Supplement” shall mean an instrument in the form of Exhibit A hereto, or any other form approved by
Indemnitee, and in each case reasonably satisfactory to Indemnitee.
2

ARTICLE II
THE GUARANTEES
SECTION 2.01.
Guarantee.
Each Guarantor irrevocably and unconditionally guarantees to
Indemnitee, jointly with the other Guarantors and severally, the due and punctual payment and performance of the Indemnification
Obligations. Each Guarantor further agrees that the Indemnification Obligations may be extended or renewed, in whole or in part, or
amended or modified, without notice to or further assent from it, and that it will remain bound upon its guarantee hereunder
notwithstanding any such extension or renewal, or amendment or modification, of any of the Indemnification Obligations. Each
Guarantor waives presentment to, demand of payment from and protest to Indemnitor or any other Loan Party of any of the
Indemnification Obligations and also waives notice of acceptance of its guarantee and notice of protest for nonpayment.
Notwithstanding anything to the contrary contained herein, the obligations of each Guarantor hereunder at any time shall be limited
to an aggregate amount equal to the largest amount that would not render its obligations hereunder subject to avoidance as a
fraudulent transfer or conveyance under Section 548 of the Bankruptcy Code or any comparable provisions of any other applicable
law, in each case to the extent (if any) applicable to such Guarantor.
SECTION 2.02.
Guarantee of Payment; Continuing Guarantee. Each Guarantor further agrees that its
guarantee hereunder constitutes a guarantee of payment and performance when due (whether or not any bankruptcy, insolvency,
receivership, examinership or other or similar proceeding shall have stayed the accrual or collection of any of the Indemnification
Obligations or operated as a discharge thereof) and not merely of collection and waives any right to require that any resort be had by
Indemnitee to any balance of any credit on the books of Indemnitee in favor of Indemnitor, any other Loan Party or any other Person.
Each Guarantor agrees that its guarantee hereunder is continuing in nature and applies to all of the Indemnification Obligations,
whether currently existing or hereafter incurred, until the termination of all Indemnification Obligations following termination of the
Indemnification Agreement.
SECTION 2.03.

No Limitations.

(a)
Except for the termination or release of a Guarantor’s obligations hereunder as expressly provided in
SECTION 5.06, and to the fullest extent permitted by applicable law, the obligations of each Guarantor hereunder shall not be
subject to any reduction, limitation, impairment or termination for any reason, including any claim of waiver, release, surrender,
alteration or compromise of any of the Indemnification Obligations, and shall not be subject to any defense or set-off, counterclaim,
recoupment or termination whatsoever by reason of the invalidity, illegality or unenforceability of any of the Indemnification
Obligations, any impossibility in the performance of any of the Indemnification Obligations or otherwise. Without limiting the
generality of the foregoing, except for the termination or release of its obligations hereunder as expressly provided in SECTION
5.06, the obligations of each Guarantor hereunder shall not be discharged or impaired or otherwise affected by:
(i)
the failure of Indemnitee or any other Person to assert any claim or demand or to enforce any
right or remedy under the provisions of the Indemnification Agreement, this Agreement or otherwise;
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(ii)
any rescission, waiver, amendment, restatement or modification of, or any release from any
of the terms or provisions of, the Indemnification Agreement, this Agreement or any other agreement, including with
respect to any other Guarantor under this Agreement;
(iii)
any default, failure or delay, willful or otherwise, in the performance of any of the
Indemnification Obligations;
(iv)
any other act or omission that may in any manner or to any extent otherwise operate as a
discharge of any Guarantor as a matter of law or equity (other than the termination of all Indemnification Obligations
following termination of the Indemnification Agreement);
(v)
any illegality, lack of validity or lack of enforceability of any of the Indemnification
Obligations or the Indemnification Agreement;
(vi)
any change in the corporate existence, structure or ownership of any Loan Party, or any
insolvency, bankruptcy, reorganization, examinership or other similar proceeding affecting any Loan Party or its assets or
any resulting release or discharge of any of the Indemnification Obligations;
(vii)
the existence of any claim, set-off or other rights that any Guarantor may have at any time
against Indemnitor, Indemnitee or any other Person, whether in connection with the Indemnification Agreement, the
Principal Credit Agreement (subject to SECTION 3.04), this Agreement or any unrelated transaction;
(viii)
this Agreement having been determined (on whatsoever grounds) to be invalid, nonbinding or unenforceable against any other Guarantor ab initio or at any time after the Distribution Date;
(ix)
the fact that any Person that, pursuant to the Indemnification Agreement or this Agreement,
was required to become a party hereto may not have executed or is not effectually bound by this Agreement, whether or not
this fact is known to Indemnitee;
(x)

any action permitted or authorized hereunder; or

(xi)
any other circumstance, or any existence of or reliance on any representation by Indemnitee
or any other Person, that might otherwise constitute a defense to, or a legal or equitable discharge of, Indemnitor, any
Guarantor or any other guarantor or surety.
(b)
Each Guarantor expressly authorizes Indemnitee to release or substitute any one or more other
guarantors or obligors upon or in respect of the Indemnification Obligations, without affecting the obligations of any Guarantor
hereunder.
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(c)
To the fullest extent permitted by applicable Law, each Guarantor waives any defense based on or
arising out of any defense of Indemnitor or any other Loan Party or the unenforceability of the Indemnification Obligations or any
part thereof, other than the termination of the Indemnification Obligations following termination of the Indemnification Agreement.
Indemnitee may, at its election and in accordance with the terms of the Indemnification Agreement, compromise or adjust any part of
the Indemnification Obligations, make any other accommodation with Indemnitor or any other Guarantor or exercise any other right
or remedy available to them against Indemnitor or any other Guarantor without affecting or impairing in any way the liability of any
Guarantor hereunder except to the extent that all obligations under the Indemnification Agreement have been terminated. To the
fullest extent permitted by applicable Law, each Guarantor waives any defense arising out of any such election even though such
election operates, pursuant to applicable Law, to impair or to extinguish any right of reimbursement or subrogation or other right or
remedy of such Guarantor against Indemnitor or any other Loan Party, as the case may be.
SECTION 2.04. Reinstatement. Each Guarantor agrees that, unless released pursuant to SECTION 5.06(b), its
guarantee hereunder shall continue to be effective or be reinstated, as the case may be, if at any time payment, or any part thereof, of
any Indemnification Obligations is rescinded or must otherwise be restored by Indemnitee upon the insolvency, bankruptcy,
dissolution, liquidation, examinership or reorganization (or any analogous proceeding in any jurisdiction) of Indemnitor, any
Affiliate of Indemnitor or any other Loan Party or otherwise.
SECTION 2.05.
Agreement
to Pay; Subrogation.
Subject to SECTION 3.04, in furtherance of
the foregoing and not in limitation of any other right that Indemnitee has at law or in equity against any Guarantor by virtue hereof,
upon the failure of Indemnitor or any other Guarantor to pay any Indemnification Obligation when and as the same shall become due,
each Guarantor hereby promises to and will forthwith pay, or cause to be paid, to Indemnitee in cash the amount of such unpaid
Indemnification Obligation. Upon payment by any Guarantor of any sums to Indemnitee as provided above, all rights of such
Guarantor against Indemnitor or any other Loan Party arising as a result thereof by way of right of subrogation, contribution,
reimbursement, indemnity or otherwise shall in all respects be subject to ARTICLE III.
SECTION 2.06.
Information. Each Guarantor (a) assumes all responsibility for being and keeping itself
informed of Indemnitor’s and each other Guarantor’s financial condition and assets, and of all other circumstances bearing upon the
risk of nonpayment of the Indemnification Obligations, and the nature, scope and extent of the risks that such Guarantor assumes and
incurs hereunder, and (b) agrees that Indemnitee shall not have any duty to advise such Guarantor of information known to it or any
of them regarding such circumstances or risks.
ARTICLE III
INDEMNITY, SUBROGATION AND SUBORDINATION
SECTION 3.01.
Indemnity and Subrogation. In addition to all such rights of indemnity and subrogation as
the Guarantors may have under applicable Law (but subject to SECTION 3.03 and SECTION 3.04) in respect of any payment
hereunder, Indemnitor agrees that in the event a payment in respect of any obligation of Indemnitor shall be made by any Guarantor
under this Agreement, Indemnitor shall indemnify such Guarantor for the full amount of such payment and such Guarantor shall be
subrogated to the rights of the Person to whom such payment shall have been made to the extent of such payment.
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SECTION 3.02. Contribution and Subrogation. Each Guarantor (a “Contributing Party”) agrees (subject to
SECTION 3.03) that, in the event a payment shall be made by any other Guarantor hereunder in respect of any Indemnification
Obligations and such other Guarantor (the “Claiming Party”) shall not have been fully indemnified as provided in SECTION 3.01,
the Contributing Party shall indemnify the Claiming Party in an amount equal to the amount of such payment, multiplied by a
fraction of which the numerator shall be the net worth of the Contributing Party on the Distribution Date (or, in the case of any
Guarantor becoming a party hereto pursuant to SECTION 5.07, the date of the Supplement executed and delivered by such
Guarantor) and the denominator shall be the aggregate net worth of all of the Guarantors on the Distribution Date (or, in the case of
any Guarantor becoming a party hereto pursuant to SECTION 5.07, such other date). Any Contributing Party making any payment to
a Claiming Party pursuant to this SECTION 3.02 shall be subrogated to the rights of such Claiming Party under SECTION 3.01 to
the extent of such payment.
SECTION 3.03.

Subordination to Indemnification Agreement.

(a)
Notwithstanding any provision of this Agreement to the contrary, all rights of the Guarantors under
SECTION 3.01 and SECTION 3.02 and all other rights of the Guarantors of indemnity, contribution or subrogation under applicable
Law or otherwise shall be fully subordinated to the payment in full in cash of all of the Indemnification Obligations (other than
contingent Indemnification Obligations). No failure on the part of Indemnitor or any Guarantor to make the payments required by
SECTION 3.01 or SECTION 3.02 (or any other payments required under applicable Law or otherwise) shall in any respect limit the
obligations and liabilities of any Guarantor with respect to its obligations hereunder, and each Guarantor shall remain liable for the
full amount of the obligations of such Guarantor hereunder.
SECTION 3.04.

Subordination to Senior Indebtedness.

(a)
Indemnitee agrees that all amounts payable by the Guarantors to Indemnitee hereunder shall be
subordinated in right of payment to the prior Payment in Full of all Senior Indebtedness (whether outstanding on the date hereof or
hereafter created, incurred, assumed or guaranteed) as provided in this SECTION 3.04.
(b)
In the event of any payment or distribution of assets during any Insolvency Proceeding of a Guarantor,
subject to any insolvency laws governing the Insolvency Proceeding:
(i)
holders of Senior Indebtedness shall first be entitled to receive Payment in Full of all Obligations, if
any, due from such Guarantor in respect of such Senior Indebtedness (including interest after the commencement of any such
Insolvency Proceeding at the rate specified in the documentation for the applicable Senior Indebtedness) or provision shall be made
for such amount in cash, or other payments satisfactory to all of the holders of Senior Indebtedness (such satisfaction to be evidenced
in writing by such holders of Senior Indebtedness), before Indemnitee shall be entitled to receive any payment hereunder;
(ii)
until all Obligations with respect to Senior Indebtedness (as provided in clause (i) above) are Paid in
Full, any distribution to which Indemnitee would be entitled, but for this SECTION 3.04, shall be made to the Senior Agent.
(c)

Default on Senior Indebtedness.
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(i)
No payment may be made hereunder, directly or indirectly, if a Senior Payment Default occurs, by
reason of acceleration or otherwise, until all Senior Payment Defaults have been cured or waived in accordance with the terms of the
agreement, indenture or other document governing such Senior Indebtedness (as evidenced by a written waiver from the holders (or a
Financial Representative thereof) of the applicable Senior Indebtedness).
(ii)
During a Payment Blockage Period, no payment may be made hereunder, directly or indirectly.
Notwithstanding any of the foregoing, until the Obligations under the Principal Credit Agreement are Paid in Full, (x) only the Senior
Agent shall have the right to give a Payment Blockage Notice and (y) any Payment Blockage Notice given by a holder of any Senior
Indebtedness that is not the Senior Agent shall not be effective for any purposes. Indemnitor shall deliver any Payment Blockage
Notice promptly to Indemnitee.
(iii)
Each Guarantor may resume payments hereunder at the end of the Payment Blockage Period unless a
Senior Payment Default then exists.
(iv)
Until all Obligations with respect to Senior Indebtedness are Paid in Full, so long as a Senior Payment
Default has occurred and is continuing or a Payment Blockage Period has commenced and is continuing, the Indemnitee shall not
(and shall not permit any member of the Honeywell Group to) make, sue for, ask or demand from any member of the Homes Group
payment of all or any of the obligations hereunder, or commence, or join with any creditor other than the Senior Agent in
commencing, directly or indirectly cause any member of the Homes Group, or assist any member of the Homes Group in
commencing, any Insolvency Proceeding; provided, however, that nothing herein shall restrict the Indemnitee from filing a proof of
claim with respect to obligations hereunder in any Insolvency Proceeding.
(v)
Indemnitor shall promptly provide written notice to Indemnitee regarding the occurrence or
termination of a Senior Payment Default.
(d)
In the event that Indemnitee receives any payment hereunder, whether in cash, property or securities
(including, without limitation, by way of setoff, recovery from a judgment lien or otherwise), at a time when such payment or
distribution is prohibited by this SECTION 3.04, such payment or distribution shall be held by Indemnitee, in trust for the benefit of,
and shall be paid forthwith over and delivered to the Senior Agent.
(e)
Each Guarantor and Indemnitor shall promptly notify Indemnitee of any facts known to any Guarantor
or Indemnitor that would cause a payment hereunder to violate this SECTION 3.04, but failure to give such notice shall not affect the
subordination of payments hereunder to the Senior Indebtedness as provided in this SECTION 3.04.
(f)
After (and only after) all Senior Indebtedness is Paid in Full in cash or other payment satisfactory to the
holders of the Senior Indebtedness (such satisfaction to be evidenced in writing by such holders of Senior Indebtedness), Indemnitee
shall be subrogated (equally and ratably with all other indebtedness pari passu with Indemnitee and entitled to similar rights of
subrogation) to the rights of holders of Senior Indebtedness to receive payments or distributions applicable to Senior Indebtedness to
the extent that payments or distributions otherwise payable to Indemnitee have been applied to the payment of Senior Indebtedness.
A distribution made under this SECTION 3.04 to holders of Senior Indebtedness that otherwise would have been made to Indemnitee
is not, as between each Guarantor and Indemnitee, a payment on amounts due hereunder.
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(g)
This SECTION 3.04 defines the relative rights of, on the one hand, Indemnitee and, on the other hand,
the holders of Senior Indebtedness. Nothing in this SECTION 3.04 shall:
(i)
impair, as between each Guarantor and Indemnitee, the obligation of each such Guarantor, which is
absolute and unconditional, to pay amounts payable by each such Guarantor to Indemnitee hereunder;
(ii)
affect the relative rights of Indemnitee and creditors of the Indemnitor Group other than their rights in
relation to holders of Senior Indebtedness; or
(iii)
prevent Indemnitee from exercising its available remedies upon the occurrence of a Default, subject to
the rights of holders and owners of Senior Indebtedness under this SECTION 3.04 to receive distributions and payments otherwise
payable to Indemnitee.
If any Guarantor fails, because of this SECTION 3.04, to pay any amounts due and payable to Indemnitee
hereunder on the due date, the failure shall still constitute a breach of this Agreement.
(h)
No right of any holder of Senior Indebtedness to enforce the subordination of the amounts payable by
any Guarantor to Indemnitee hereunder shall be impaired by any act, or failure to act, by any such Guarantor, Indemnitor or
Indemnitee or by the failure of any such Guarantor, Indemnitor or Indemnitee to comply with this SECTION 3.04 or any other
provision of this Agreement.
(i)
Whenever a distribution is to be made, or a notice given, to holders of Senior Indebtedness, the
distribution may be made and the notice given to their Financial Representative. Upon any payment or distribution of assets of
Indemnitor referred to in this SECTION 3.04, Indemnitee shall be entitled to rely upon any order or decree made by any court of
competent jurisdiction or upon any certificate of a Financial Representative of a holder of Senior Indebtedness or of the liquidating
trustee or agent or other person making any distribution to Indemnitee for the purpose of ascertaining the persons entitled to
participate in such distribution, the holders of the Senior Indebtedness and other indebtedness of the Indemnitor Group, the amount
thereof or payable thereon, the amount or amounts paid or distributed thereon and all other facts pertinent thereto or to this
SECTION 3.04.
(j)
The provisions of this SECTION 3.04 and related definitions in the Indemnification Agreement or in
SECTION 1.02 shall not be amended or modified in any manner adverse to the holders of Senior Indebtedness without the written
consent of the holders of all Senior Indebtedness (or, in the case of any holders of Senior Indebtedness represented by a Financial
Representative, without the written consent of such Financial Representative acting on behalf of such holders pursuant to the terms of
the agreement, indenture or other document governing such Senior Indebtedness).
(k)
To the fullest extent permitted by law, the provisions of this SECTION 3.04 and the obligations
under this Agreement shall remain in full force and effect irrespective of (i) any amendment, modification or supplement of, or any
rescission, waiver or consent to, any of the terms of the Senior Indebtedness or the agreement or instrument governing the Senior
Indebtedness, this Agreement or any other agreement, (ii) the taking, exchange, release or non perfection of any collateral securing
the Senior Indebtedness, or the taking, release or amendment or waiver of or
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consent to departure from any guaranty of the Senior Indebtedness, (iii) the manner of sale or other disposition of the collateral
securing the Senior Indebtedness or the application of the proceeds upon such sale, (iv) the failure of any holder of the Senior
Indebtedness or any other Person to assert any claim or demand or to enforce any right or remedy under the provisions of the
agreement or instrument governing the Senior Indebtedness, this Agreement or otherwise, (v) any illegality, lack of validity or lack
of enforceability of any of the terms of the Senior Indebtedness or the agreement or instrument governing the Senior Indebtedness or
this Agreement, (vi) any change in the corporate existence, structure or ownership of Indemnitor or any member of the Indemnitor
Group, or any insolvency, bankruptcy, reorganization or other similar proceeding affecting any such Person or its assets, (vii) any
action permitted or authorized hereunder, or (viii) any other circumstance which might otherwise constitute a defense available to, or
a discharge of, Indemnitor, any member of the Indemnitor Group, the Indemnitee or any other subordinated creditor. Each party
hereto hereby waives promptness, diligence, notice of acceptance and any other notice with respect to any of the Senior Indebtedness
and any requirement that any holder of the Senior Indebtedness or Financial Representative of any holders of Senior Indebtedness
secure, perfect or insure any security interest or lien or any property or exhaust any right or take any action against the Indemnitor,
any member of the Indemnitor Group or any other person or entity or any collateral. The holders of the Senior Indebtedness (and
each Financial Representative of the holders of Senior Indebtedness) are hereby authorized to demand specific performance of this
Agreement. Each party hereto hereby irrevocably waives any defense based on the adequacy of a remedy at law, which might be
asserted as a bar to such remedy of specific performance.
(I)
The holders of the Senior Indebtedness (and each Financial Representative of the holders of Senior
Indebtedness) shall be third-party beneficiaries of this SECTION 3.04 and shall be entitled to enforce the provisions hereof directly
against Indemnitee, Indemnitor and each Guarantor.
ARTICLE IV
REPRESENTATIONS AND WARRANTIES
Each Guarantor represents and warrants to Indemnitor that the execution, delivery and performance by such
Guarantor of this Agreement has been duly authorized by all necessary corporate or other action and, if required, action by the
holders of such Guarantor’s equity interests, and that this Agreement has been duly executed and delivered by such Guarantor and
constitutes its legal, valid and binding obligation, enforceable against it in accordance with its terms, applicable bankruptcy,
insolvency, reorganization, moratorium, examinership or other Laws affecting creditors’ rights generally and subject to general
principles of equity, regardless of whether considered in a proceeding in equity or at law.
ARTICLE V
MISCELLANEOUS
SECTION 5.01. Notices. All communications and notices to Indemnitor and Indemnitee shall (except as
otherwise expressly permitted herein) be as provided in Section 4.8 of the Indemnification Agreement. All communications and
notices to any Guarantor shall be given to it in care of Indemnitor as provided in Section 9.1 of the Current Credit Agreement (or
any successor or similar provision under any Principal Credit Agreement).
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SECTION 5.02. Miscellaneous.
(a)
The provisions of Section 4.1, 4.4, 4.5, 4.6, 4.9, 4.11 and 4.12 of the Indemnification Agreement (the
“Miscellaneous Provisions”) are incorporated by reference into this Agreement and shall be applied mutatis mutandis herein, except
that any reference to Section 4.3 within such Miscellaneous Provisions shall be removed.
(b)
Neither this Agreement nor any of the rights, interests or obligations under this Agreement shall be
assigned, in whole or in part, by operation of Law or otherwise by any party without the prior written consent of the Indemnitee
(consent to be provided in the Indemnitee’s sole discretion); provided, that a Party may assign this Agreement to any Person (or such
Person’s Affiliates, as appropriate) to the extent that such Person is assigned rights, interests or obligations in accordance with
Section 4.7 of the Indemnification Agreement. Any purported assignment in contravention of this SECTION
5.02(b) shall be void. Subject to this SECTION 5.02(b), this Agreement will be binding upon, inure to the benefit of, and be
enforceable by, the Parties and their respective successors and assigns.
SECTION 5.03. Amendments. No provisions of this Agreement shall be deemed waived, amended,
supplemented or modified by any Party, unless such waiver, amendment, supplement or modification is in writing and signed by the
authorized representative of each Party.
SECTION 5.04. Third-Party Beneficiaries. Except (i) as set forth in SECTION 3.04 and (ii) for the
indemnification rights under this Agreement of any Indemnitee in her, his or its respective capacities as such, (a) the provisions of
this Agreement are solely for the benefit of the Parties hereto and are not intended to confer upon any Person except the Parties
hereto any rights or remedies hereunder and (b) there are no third-party beneficiaries of this Agreement, and this Agreement shall not
provide any third person with any remedy, claim,
liability, reimbursement, cause of action or other right in excess of those existing without reference to this Agreement.
SECTION 5.05.

Indemnification.

(a) Without limitation of its Indemnification Obligations under the Indemnification Agreement, each Guarantor,
jointly with the other Guarantors and severally, agrees to indemnify Indemnitee against any and all reasonable and documented or
invoiced out- of-pocket fees and expenses incurred by Indemnitee to enforce performance of any obligations by Guarantors under
this Agreement. The provisions of this SECTION 5.05 shall remain operative and in full force and effect regardless of the
termination of this Agreement or the Indemnification Agreement or the invalidity or unenforceability of any term or provision of this
Agreement or the Indemnification Agreement. All amounts due under this SECTION 5.05 shall be payable not later than ten (10)
Business Days after written demand therefore. Any such amounts payable as provided hereunder shall be additional Indemnification
Obligations.
SECTION 5.06.

Termination or Release.

(a)
Subject to SECTION 2.04, this Agreement and the guarantees made herein shall terminate
automatically on the termination of all Indemnification Obligations following termination of the Indemnification Agreement
(including in respect of any amounts due to Indemnitee under the Indemnification Agreement following the Termination Date).
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(b)
The guarantees made herein shall also terminate and be released automatically on the termination of all
Indemnification Obligations following termination of the Indemnification Agreement or at the time, or times, and in the manner set
forth in Section 9.14 of the Current Credit Agreement (or any successor or similar provision under any Principal Credit Agreement).
(c)
In connection with any termination or release pursuant to clause (a) or (b) of this SECTION 5.06,
Indemnitee shall execute and deliver to any Guarantor, at such Guarantor’s expense, all documents that such Guarantor shall
reasonably request to evidence such termination or release so long as the applicable Guarantor shall have provided Indemnitee such
certifications or documents as Indemnitee shall reasonably request in order to demonstrate compliance with this SECTION 5.06. Any
execution and delivery of documents by Indemnitee pursuant to this SECTION 5.06 shall be without recourse to, or warranty by,
Indemnitee.
SECTION 5.07. Additional Guarantors. In the event that any Person becomes a New Loan Party, (a)
Indemnitor shall provide notice thereof five (5) Business Days prior to the date that such New Loan Party is made a guarantor under
the Principal Credit Agreement and (b) on the date such New Loan Party becomes a Loan Party (as defined in the Principal Credit
Agreement) pursuant to the Principal Credit Agreement, Indemnitor shall cause such New Loan Party to execute and deliver a
Supplement and shall become a Guarantor hereunder with the same force and effect as if originally named as such herein. The
execution and delivery of the Supplement shall not require the consent of Indemnitor, any Affiliate of Indemnitor or any other
Guarantor hereunder. The rights and obligations of each Guarantor hereunder shall remain in full force and effect notwithstanding the
addition of any Person as a party to this Agreement.
[Signature Pages Follow]
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IN WITNESS WHEREOF, the parties hereto have duly executed this Agreement as of the day and year first
above written.
HONEYWELL INTERNATIONAL INC., as Indemnitee
By: /s/Richard Kent
Name: Richard Kent
Title:
Vice President, Deputy General
Counsel, Finance and Assistant Secretary
RESIDEO INTERMEDIATE HOLDING INC., as lndemnitor
By: /s/Matthew Giordano
Name: Matthew Giordano
Title: Treasurer
RESIDEO FUNDING INC., as Borrower
By: /s/Matthew Giordano
Name: Matthew Giordano
Title: Treasurer
ADEMCO, INC.
By: /s/Matthew Giordano
Name: Matthew Giordano
Title: Treasurer
ALARMNET, INC.
RSI VIDEO TECHNOLOGIES, INC. HONEYWELL HOMMED LLC
By: /s/Jeannine J. Lane
Name: Jeannine J. Lane
Title: Secretary
[Signature Page to the Indemnification Guarantee Agreement]

Schedule I to
the Indemnification Guarantee Agreement
SUBSIDIARY GUARANTORS
1.
2.
3.
4.

Ademco Inc.
AlarmNet, Inc.
Honeywell HomMed LLC
RSI Video Technologies, Inc.

Schedule I

Exhibit A to
the Indemnification Guarantee Agreement
Form of Supplement No. [ ] to Indemnification Guarantee Agreement
SUPPLEMENT NO.
dated as of [ ], 20[ ], to the Indemnification Guarantee Agreement dated as October 25,
2018 (as amended, restated, supplemented or otherwise modi- fied from time to time, the “Indemnification Guarantee
Agreement”), by and between
(i)
HONEYWELL
INTERNATIONALINC.,aDelawarecorporation(“Indemnitee”),
(ii)
RESIDEO INTERMEDIATE HOLDING INC., a Delaware corporation (“Indemnitor”), and
(iii)
the other Guarantors (together with Indemnitor and Indemnitee, the “Parties” and each, a “Party”).
A.

Reference is made to the Indemnification Agreement dated as of October 14, 2018, (as
amended, restated, supplemented or otherwise modified from time to time, the “Indemnification Agreement”)
by and between Indemnitor and Indemnitee.

B.

Capitalized terms used herein and not otherwise defined herein shall have the meanings assigned
to such terms in the Indemnification Agreement and the Indemnification Guarantee Agreement, as applicable.

C.

The original Guarantors entered into the Indemnification Guarantee Agreement in order to
induce Indemnitee to consummate the Spin-Off. Section 5.07 of the Indemnification Guarantee Agreement
provides that additional Persons may become Guarantors under the Indemnification Guarantee Agreement by
execution and delivery of an instrument in the form of this instrument (the “Supplement”). The undersigned
Person (the “New Guarantor”) is executing this Supplement to become a Guarantor under the Indemnification
Guarantee Agreement pursuant to Section 5.07 thereof.
Accordingly, Indemnitee and the New Guarantor agree as follows:

SECTION 1.
In accordance with Section 5.07 of the Indemnification Guarantee Agreement, the New
Guarantor, by its signature, below becomes a Guarantor under the Indemnification Guarantee Agreement with the same force and
effect as if originally named therein as a Guarantor, and the New Guarantor hereby agrees to all the terms and provisions of the
Indemnification Guarantee Agreement applicable to it as a Guarantor thereunder. Each reference to a “Guarantor” in the
Indemnification Guarantee Agreement shall be deemed to include the New Guarantor. The Indemnification Guarantee Agreement is
hereby incorporated herein
byreference.
SECTION 2.
The New Guarantor represents and warrants to Indemnitee that the execution, delivery and
performance by the New Guarantor of this Supplement have been duly authorized by all necessary corporate or limited liability or
limited partnership action and, if required, action by the holders of such New Guarantor’s equity interests, and that this Supplement
has been duly executed and delivered by the New Guarantor and constitutes its legal, valid and binding obligation, enforceable
against it in accordance with its terms, subject to applicable bankruptcy, insolvency, reorganization, moratorium, liquidation, court
protection, administration or other Laws affecting creditors’ rights generally and subject to general principles of equity, regardless of
whether considered in a proceeding in equity or at law.
Exh. A-1

SECTION 3. This Supplement may be executed in counterparts (and by different parties hereto on different
counterparts), each of which shall constitute an original but all of which when taken together shall constitute a single contract.
Delivery of an executed signature page to this Supplement by facsimile or other electronic transmission shall be effective as delivery
of a manually signed counterpart of this Supplement. This Supplement shall become effective as to the New Guarantor when a
counterpart hereof executed on behalf of the New Guarantor shall have been delivered to Indemnitee and a counterpart hereof shall
have been executed on behalf of Indemnitee, and thereafter shall be binding upon the New Guarantor and Indemnitee and their
respective permitted successors and assigns and shall inure to the benefit of the New Guarantor and Indemnitor and their respective
successors and assigns, except that the New Guarantor shall not have the right to assign or transfer its rights or obligations hereunder
or any interest herein (and any such assignment or transfer shall be void) except as expressly provided in this Supplement, the
Indemnification Guarantee Agreement and the Indemnification Agreement.
SECTION 4. Except as expressly supplemented hereby, the Indemnification Agreement shall remain in full force
and effect.
SECTION 5. THIS SUPPLEMENT SHALL BE CONSTRUED IN ACCORDANCE WITH, AND
GOVERNED BY, THE LAWS OF THE STATE OF NEW YORK.
SECTION 6. Any provision of this Supplement held to be invalid, illegal or unenforceable in any jurisdiction
shall, as to such jurisdiction, be ineffective to the extent of such invalidity, illegality or unenforceability without affecting the
validity, legality and enforceability of the remaining provisions hereof; and the invalidity of a particular provision in a particular
jurisdiction shall not invalidate such provision in any other jurisdiction.
SECTION 7. All communications and notices hereunder shall be in writing and given as provided in Section 5.01
of the Indemnification Guarantee Agreement.
SECTION 8. The New Guarantor hereby represents and warrants that it is a [company] duly [incorporated]
under the Law of [name of relevant jurisdiction].
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IN WITNESS WHEREOF, the New Guarantor and Indemnitee have duly executed this Supplement to the
Indemnification Guarantee Agreement as of the day and year first above written.
[NAME OF NEW GUARANTOR], as a Guarantor
By:
Name:
Title:
HONEYWELL INTERNATIONAL INC.
By:
Name:
Title:

[Signature Page to Supplement No. [ ] to Indemnification Guarantee Agreement]

SCHEDULE 1.1
Hoosick Falls, New York lawsuits
•
Bryan Schrom vs. Saint-Gobain Performance Plastics Corp.
•
Arnold Bullinger vs. Saint-Gobain Performance Plastics Corp
•
Beverly White vs. Saint-Gobain Performance Plastics Corp
•
Cheryl Rios vs. Saint-Gobain Performance Plastics
•
Christine Jensen vs. Saint-Gobain Performance Plastics Corp
•
Douglas Holmstedt vs. Saint-Gobain Performance Plastics Corp
•
Douglas Smith vs. Saint-Gobain Performance Plastics
•
Patricia Ormsbee vs. Saint-Gobain Performance Plastics Corp
•
Randall Putnam vs. Saint-Gobain Performance Plastics
•
Thelma Benoit vs. Saint-Gobain Performance Plastics Corp
•
Hoosick Falls Associates vs. Saint-Gobain Performance Plastics and HON
•
Ann Sweener vs. Saint-Gobain Plastics
•
Lisa Tifft vs. Saint-Gobain Performance Plastics Corp.
•
Michele Baker vs. Saint-Gobain Performance Plastics Corp.
•
Jessica Cook, Brent Holbrook and Marilyn Peckham vs. Village of Hoosick Falls, Saint- Gobain Performance Plastics
Corp., and Honeywell International Inc.
Litigation related to Metropolis, Illinois facility
•
Roger Steward vs. Honeywell International, Inc.
Litigation in Louisiana
•
Creadeur, Elizabeth vs. Atlantic Richfield Company
Class action litigation and individual cases related to the Onondaga Lake dredge spills disposal
•
Robert and Colleen Bartlett et al. vs. Honeywell International Inc.
•
Paul B. Bertan vs. Honeywell International Inc.
•
In the Matter of the Estate of Thomas Joseph Bieber et al vs. Honeywell International Inc., Parsons Corporation
and O’Brien & Gere Engineers Inc.
Chromium contamination cases brought by water districts located near Sacramento, California
•
Rio Linda Elverta Community Water District v. United States et al
•
Sacramento Suburban Water District v. United States et al.

SCHEDULE 2.7
Illustrative Payment Scenarios
A.

Scenario #1 (2019):

•

On December 14, 2018, Honeywell delivers an Estimated Annual Loss Statement to Indemnitor, which includes an Estimated
Annual Obligation of $135 million in respect of calendar year 2019.

•

As the Estimated Annual Obligation for the calendar year 2019 is less than the Cap:
o

•

Indemnitor will pay $33.75 million ($135 million/4) 30 days after the beginning of each quarter of 2019.

On March 2, 2020, Honeywell delivers a Prior Year Aggregate Loss Statement to Indemnitor, which includes the following
totals:
o

Environmental Obligation (in respect of calendar year 2019): $140 million

o

Disallowance Payment (in respect of calendar year 2019): $0

o

Cumulative Outstanding Liability Transfer Losses (as of December 1, 2019): $0

o

Aggregate Annual Obligation: $140 million, which is $5 million greater than the sum of the Quarterly
Payments; therefore, Indemnitor must pay such difference, subject to the Cap, and such payment will be $5
million ($140 million minus $135 million (the sum of the Quarterly Payments)), payable on the second
Quarterly Payment Date of 2020.

Date Paid
January 30, 2019
May 1, 2019
July 31, 2019
October 31, 2019
January 31, 202030
May 1, 2020
B.

Type of Payment
Quarterly Payment
Quarterly Payment
Quarterly Payment
Quarterly Payment
2020 Quarterly Payment
Annual Cash Deficiency
Payment

Amount (in millions)
$33.75
$33.75
$33.75
$33.75
$35
$5

Scenario #2 (2020):

•

On December 16, 2019,31 Honeywell delivers an Estimated Annual Loss Statement to Indemnitor, which includes an
Estimated Annual Obligation of $145 million in respect of calendar year 2020.

•

As the Estimated Annual Obligation for the calendar year 2020 is in excess of the Cap:
o

•

Indemnitor must pay $35 million ($140 million/4) 30 days after the beginning of each quarter of 2020.

On March 1, 2021, Honeywell delivers a Prior Year Aggregate Loss Statement to Indemnitor, which includes the following
totals:
o

Environmental Obligation (in respect of calendar year 2020): $127 million

o

Disallowance Payment (in respect of calendar year 2020): $0 million. There is an insurance disallowance in the
calendar year 2020; however, such disallowance relates to

30 This payment is also set forth in Scenario #2, but is replicated here for reference.

31 December 15, 2019 is a Sunday. The following Business Day is December 16.

an Insurance Receipt applied in 2019. As the Aggregate Annual Obligation in 2019 equaled the Cap, there will
be no related Disallowance Payment.
o

Cumulative Outstanding Liability Transfer Losses (as of December 1, 2020): $0

o

Aggregate Annual Obligation: $127 million, which is $13 million less than the sum of the Quarterly Payments;
therefore, Indemnitor will receive such difference as an Overage Credit to be applied to future payments owed.

Date Paid
January 31, 2020
May 1, 202032
May 1, 2020
July 31, 2020
November 2,
202033
February 1,
202134
May 3, 202135

Type of Payment
Quarterly Payment
2019 Annual Cash
Deficiency Payment
Quarterly Payment
Quarterly Payment

Amount (in millions)
$35
$5
$35
$35
$35

Quarterly Payment
$31
2021 Quarterly Payment
Overage Credit

$(13)

C.

•
•
•

Scenario #3 (2021):
On December 15, 2020, Honeywell delivers an Estimated Annual Loss Statement to Indemnitor, which includes an
Estimated Annual Obligation of $124 million in respect of calendar year 2021.
On May 3, 2021, an Overage Credit of $13 million relating to the calendar year 2020 Aggregate Annual Obligation is
applied.
As the Estimated Annual Obligation for the calendar year 2021 is less than the Cap:
Indemnitor will pay $31 million ($124 million/4) 30 days after the beginning of each quarter of 2021,
except for its third Quarterly Payment, which will be reduced by the Overage Credit ($13 million)
received in respect of the previous year.
On October 20, 2021, a Financial Covenant Deferral is triggered due to an event of default resulting from a breach of a
financial maintenance covenant under the Current Credit Agreement.
o

•
•
•

On January 23, 2022, the Financial Covenant Deferral is terminated due to a cure under the Current Credit Agreement.
On March 1, 2022, Honeywell delivers a Prior Year Aggregate Loss Statement to Indemnitor, which includes the
following totals:
o
Environmental Obligation (in respect of calendar year 2021): $144 million
o
Disallowance Payment (in respect of calendar year 2021): $10 million36

o

Cumulative Outstanding Liability Transfer Losses (as of December 1, 2021): $0

32 This payment is also set forth in Scenario #1, but is replicated here for reference.
33 October 31, 2020 is a Saturday. The following Business Day is November 2.
34 This payment is also set forth in Scenario #3, but is replicated here for reference.
35 May 1, 2021 is a Saturday. The following Business Day is May 3.
36 This Disallowance Payment amount relates to Insurance Receipts paid to the Honeywell Group in 2020.
o

Aggregate Annual Obligation: $154 million, which is $30 million greater than the sum of the Quarterly
Payments; therefore, Indemnitor must pay such difference, subject to the Cap, and such payment will be $16
million ($140 million minus $124 million (the sum of the Quarterly Payments)), payable on the second
Quarterly Payment Date of 2022. In addition, as the $31 million of Accrued Amounts that were deferred
during the prior year are now due, Indemnitor must also pay $31 million, payable on the same date.

o

As the Aggregate Annual Obligation minus the Disallowance Payment is greater than the Cap, the
Disallowance Payment amount of $10 million will roll over to future years.

Date Paid
February 1, 202137
May 3, 202138
May 3, 202139
August 2, 202140
November 1, 202141
January 31, 202242
May 2, 202243

Type of Payment
Amount (in millions)
Quarterly Payment
$31
2020 Overage Credit
$(13)
Quarterly Payment
$31
Quarterly Payment
$31**
Quarterly Payment
$31***
2022 Quarterly Payment
$33.75
Annual Cash Deficiency
$16
Payment
May 2, 2022
Accrued Amounts
$3144
**Amount actually paid reduced to $18 million due to application of
Overage Credit.
*** Due to the Financial Covenant Deferral, this amount becomes an
Accrued Amount.

D.

•

Scenario #4 (2022):
On December 15, 2021, Honeywell delivers an Estimated Annual Loss Statement to Indemnitor, which includes an
Estimated Annual Obligation of $135 million in respect of calendar year 2022.

•

As the Estimated Annual Obligation for the calendar year 2022 is less than the Cap:
o

Indemnitor will pay $33.75 million ($135 million/4) 30 days after the beginning of each quarter of 2022.

•

On January 23, 2022, the Financial Covenant Deferral is terminated due to a cure under the Current Credit Agreement.

•

On March 1, 2023, Honeywell delivers a Prior Year Aggregate Loss Statement to Indemnitor, which includes the
following totals:
o

Environmental Obligation (in respect of calendar year 2022): $124 million

37 January 31, 2021 is a Sunday. The following Business Day is February 1.
38 This Overage Credit is also set forth in Scenario #2, but is replicated here for reference.
39 May 1, 2021 is a Saturday. The following Business Day is May 3.
40 July 31, 2021 is a Saturday. The following Business Day is August 2.
41 October 31, 2021 is a Sunday. The following Business Day is November 1.
42 This payment is also set forth in Scenario #4, but is replicated here for reference.
43 May 1, 2022 is a Sunday. The following Business Day is May 2.
44 Payment of Accrued Amounts assumes Homes has sufficient capacity to make restricted payments under the Current Credit
Agreement (or is otherwise not prohibited from making such payments under any applicable financial indebtedness).
o
o
o

Disallowance Payment (in respect of calendar year 2022): $10 million45
Cumulative Outstanding Liability Transfer Losses (as of December 1, 2022): $0
Aggregate Annual Obligation: $134 million, which is $1 million less than the sum of the Quarterly
Payments; therefore, Indemnitor will receive a $1 million Overage Credit to be applied to future payments
owed.

Date Paid
January 31, 2022
May 2, 202246
May 2, 202247
May 2, 202248
August 1, 202249
October 31, 2022
January 31, 202350
May 1, 2023

Type of Payment
Quarterly Payment
2021 Annual Cash
Deficiency Payment
Accrued Amounts
Quarterly Payment
Quarterly Payment
Quarterly Payment
2023 Quarterly Payment
Overage Credit

Amount (in millions)
$33.75
$16
$31
$33.75
$33.75
$33.75
$25
$(1)

E.

•

Scenario #5 (2026):
On December 15, 2025, Honeywell delivers an Estimated Annual Loss Statement to Indemnitor, which includes an
Estimated Annual Obligation of $100 million in respect of calendar year 2026.

•

As the Estimated Annual Obligation for the calendar year 2026 is less than the Cap:

o
•
•

Indemnitor will pay $25 million ($100 million/4) 30 days after the beginning of each quarter of 2026.

In April 2026, Honeywell enters into two Liability Transfer Resolution Events, resulting in an aggregate Liability
Transfer Resolution Amount of $27.77 million.
On March 1, 2027, Honeywell delivers a Prior Year Aggregate Loss Statement to Indemnitor, which includes the
following totals:
o

Environmental Obligation (in respect of calendar year 2026): $120 million

o

Disallowance Payment (in respect of calendar year 2026): $1 million
Cumulative Outstanding Liability Transfer Losses (as of December 1, 2026): $25 million51

o

▪

90% of Liability Transfer Resolution Amounts: $25 million less

45 This amount relates to the insurance disallowance in calendar year 2021, as set forth in Scenario #3.
46 This payment is also set forth in Scenario #3, but is replicated here for reference. 47 This
payment is also set forth in Scenario #3, but is replicated here for reference. 48 May 1, 2022
is a Sunday. The following Business Day is May 2.
49 July 31, 2022 is a Sunday. The following Business Day is August 1.
50 Payments in respect of 2023 are not provided within this schedule, but an amount is set forth for the 2023 Quarterly Payment
for reference.
51 For simplicity, Scenarios #5-7 assume that there are no relevant Liability Transfer-related insurance receipts, affirmative
claims, contributions and property sales received by Honeywell.
▪
o

Aggregate Annual Obligation: $146 million, which is $46 million greater than the sum of the Quarterly
Payments; therefore, Indemnitor must pay such difference, subject to the Cap, which totals $40 million ($140
million minus $100 million (the sum of the Quarterly Payments)).
▪

o

Aggregate amount of all Liability Transfer Allocations: $0

As such Annual Cash Deficiency Payment is greater than $30 million, the $40 million amount
will be paid in eight equal installments of $5 million; the first payment due on the second
Quarterly Payment Date, and the seven subsequent payments due on the first calendar day of
each subsequent month.

The $140 million in payments made under Section 2.3 in respect of 2026 is allocated as follows: (1) $120
million to the Environmental Obligation; (2) $1 million to the Disallowance Payment; and (3) $19 million
to the Liability Transfer Allocation.

Date Paid
Type of Payment52
February 2, 202653
Quarterly Payment
May 1, 2026
Quarterly Payment
July 31, 2026
Quarterly Payment
November 2, 202654
Quarterly Payment
February 1, 202755 2027 Quarterly Payment
May 3, 202756
Annual Cash Deficiency
Payment
May 3, 2027
2027 Quarterly Payment
June 1, 2027
Annual Cash Deficiency
Payment
July 1, 2027
Annual Cash Deficiency
Payment
August 2, 202757 Annual Cash Deficiency
Payment
August 2, 2027
2027 Quarterly Payment
September 1, 2027 Annual Cash Deficiency
Payment
October 1, 2027 Annual Cash Deficiency
Payment
November 1, 2027 Annual Cash Deficiency
Payment
November 1, 2027 2027 Quarterly Payment
December 1, 2027 Annual Cash Deficiency
Payment

Amount (in millions)
$25
$25
$25
$25
$35
$5
$35
$5
$5
$5
$35
$5
$5
$5
$35
$5

52 All “2027 Quarterly Payments” are also set forth in Scenario #6, but are replicated here for reference.
53 January 31, 2026 is a Saturday. The following Business Day is February 2.
54 October 31, 2026 is a Saturday. The following Business Day is November 2.
55 This payment is also set forth in Scenario #6, but is replicated here for reference.
56 May 1, 2027 is a Saturday. The following Business Day is May 3.
57 August 1, 2027 is a Sunday. The following Business Day is August 2.

F.

Scenario #6 (2027):

•

On December 15, 2026, Honeywell delivers an Estimated Annual Loss Statement to Indemnitor, which includes an
Estimated Annual Obligation of $150 million in respect of calendar year 2027.

•

As the Estimated Annual Obligation for the calendar year 2027 is in excess of the Cap:
o

Indemnitor will pay $35 million ($140 million/4) 30 days after the beginning of each quarter of 2027.

•

In May 2027, Honeywell enters into a Liability Transfer Resolution Event, resulting in a Liability Transfer Resolution
Amount of $20 million.

•

On March 1, 2028, Honeywell delivers a Prior Year Aggregate Loss Statement to Indemnitor, which includes the
following totals:
o

Environmental Obligation (in respect of calendar year 2027): $117 million

o

Disallowance Payment (in respect of calendar year 2027): $5 million
Cumulative Outstanding Liability Transfer Losses (as of December 1, 2027): $24 million
▪
90% of Liability Transfer Resolution Amounts: $43 million ($25 million58 + $18 million)

o

▪

less
Aggregate amount of all Liability Transfer Allocations: $19 million59

o

Aggregate Annual Obligation: $146 million. As the sum of the Quarterly Payments equal the Cap,
Indemnitor does not owe any additional amounts under Section 2.3.

o

The $140 million in payments made under Section 2.3 in respect of 2027 is allocated as follows: (1) $117
million to the Environmental Obligation; (2) $5 million to the Disallowance Payment; and (3) $18 million
to the Liability Transfer Allocation.

Date Paid
February 1, 202761
May 3, 2027
May 3, 202762
June 1, 2027
July 1, 2027
August 2, 2027
August 2, 202763

Type of Payment60
Quarterly Payment
2026 Annual Cash
Deficiency Payment
Quarterly Payment
2026 Annual Cash
Deficiency Payment
2026 Annual Cash
Deficiency Payment
2026 Annual Cash
Deficiency Payment
Quarterly Payment

Amount (in millions)
$35
$5
$35
$5
$5
$5
$35

58 This amount relates to the two Liability Transfer Resolution Events entered into in April 2026, as set forth in Scenario #5.
59 This is the Liability Transfer Allocation amount in respect of 2026, as set forth in Scenario #5.
60 All “2026 Annual Cash Deficiency Payments” are also set forth in Scenario #5, but are replicated here for reference.
61 January 31, 2027 is a Sunday. The following Business Day is February 1.
62 May 1, 2027 is a Saturday. The following Business Day is May 3.
63 July 31, 2027 is a Saturday. The following Business Day is August 2.

September 1, 2027
October 1, 2027
November 1, 2027
November 1, 202764
December 1, 2027
G.

2026 Annual Cash
Deficiency Payment
2026 Annual Cash
Deficiency Payment
2026 Annual Cash
Deficiency Payment
Quarterly Payment
2026 Annual Cash
Deficiency Payment

$5
$5
$5
$35
$5

Scenario #7 (2028):

•

On December 15, 2027, Honeywell delivers an Estimated Annual Loss Statement to Indemnitor, which includes an
Estimated Annual Obligation of $141 million in respect of calendar year 2028.

•

As the Estimated Annual Obligation for the calendar year 2028 is in excess of the Cap:
o

•

Indemnitor will pay $35 million ($140 million/4) 30 days after the beginning of each quarter of 2028.

On March 1, 2029, Honeywell delivers a Prior Year Aggregate Loss Statement to Indemnitor, which includes the
following totals:
o
o
o

o

o

Environmental Obligation (in respect of calendar year 2028): $120 million
Disallowance Payment (in respect of calendar year 2028): $3 million
Cumulative Outstanding Liability Transfer Losses (as of December 1, 2028): $6 million
▪
90% of Liability Transfer Resolution Amounts: $43 million ($25 million + $18 million65)
less
▪
Aggregate amount of all Liability Transfer Allocations:$37 million ($19 million
+ $18 million66)
Aggregate Annual Obligation: $129 million, which is $11 million less than the sum of the Quarterly
Payments; therefore, Indemnitor will receive such difference as an Overage Credit to be applied to future
payments owed.
The $129 million in payments made under Section 2.3 in respect of 2028 is allocated as follows: (1) $120
million to the Environmental Obligation; (2) $3 million to the Disallowance Payment; and (3) $6 million to
the Liability Transfer Allocation; therefore there will be no Cumulative Outstanding Liability Transfer
Losses remaining for the forthcoming years, until Honeywell enters into another Liability Transfer
Resolution Event.

64 October 31, 2027 is a Sunday. The following Business Day is November 1.
65 These amounts relate to the Liability Transfer Resolution Events entered into in 2026 and 2027, as set forth in Scenarios #5 and
#6.
66 These are the Liability Transfer Allocation amounts in respect of 2026 and 2027, as set forth in Scenarios #5 and #6.
Date Paid
Type of Payment
January 31, 2028
Quarterly Payment
May 1, 2028
Quarterly Payment
July 31, 2028
Quarterly Payment
October 31, 2028
Quarterly Payment
January 31, 202967 2029 Quarterly Payment
May 1, 2029
Overage Credit

Amount (in millions)
$35
$35
$35
$35
$23
$(11)

67 Payments in respect of 2029 are not provided within this schedule, but an amount is set forth for the 2029 Quarterly Payment
for reference.

Exhibit 4.1
DESCRIPTION OF SECURITIES
The summary of the general terms and provisions of the capital stock of Resideo Technologies, Inc. (“we”, “us”, “our” or the “Company”) set forth below
does not purport to be complete and is subject to and qualified by reference to the Company’s Amended and Restated Certificate of Incorporation (our
“Certificate”) and Amended and Restated By-Laws (our “By-Laws,” and together with our Certificate, our “Charter Documents”), each of which is incorporated
herein by reference and attached as an exhibit to the Company’s most recent Annual Report on Form 10-K filed with the Securities and Exchange Commission. For
additional information, please read the Company’s Charter Documents and the applicable provisions of the Delaware General Corporation Law (the “DGCL”).
Authorized Capital Stock
Our authorized capital stock consists of 700,000,000 shares of common stock, par value $0.001 per share, and 100,000,000 shares of preferred stock, par
value $0.001 per share. The number of authorized shares of either the common stock or preferred stock may be increased or decreased (but not below the number of
shares thereof then outstanding) by the affirmative vote of the holders of at least a majority of our voting stock entitled to vote, voting as a single class. The
common stock is our only class of securities registered under Section 12 of the Securities Exchange Act of 1934, as amended.
Common Stock
Dividend Rights
The holders of shares of our common stock are entitled to receive dividends when, as and if declared by our Board of Directors (our “Board”) at its
discretion out of funds legally available for that purpose, subject to applicable law and the preferential rights of any preferred stock that may be outstanding.
Voting Rights
The holders of our common stock are entitled to one vote for each share held of record on all matters submitted to a vote of the stockholders. Corporate
actions to be taken by vote of the stockholders generally require the vote of holders of a majority in voting power of the shares of capital stock of the Company
entitled to vote on the matter and who are present in person or represented by proxy, except as otherwise required by law or provided in the Charter Documents.
Our Certificate does not provide for cumulative voting by stockholders in the election of directors. Directors are elected by the affirmative vote of the majority of
votes cast, except that if the number of nominees exceeds the number of directors to be elected, the directors are elected by a plurality of the votes cast, up to the
number of directors to be elected in such meeting. A majority of the votes cast means that the number of shares voted “for” a director must exceed the number of
votes cast “against” that director.
Liquidation Rights
Subject to the preferential liquidation rights of any preferred stock that may be outstanding, upon our liquidation, dissolution or winding-up, the holders of
our common stock will be entitled to share ratably in our assets legally available for distribution to our stockholders.
Fully Paid
The issued and outstanding shares of our common stock are fully paid and non-assessable.
Other Rights
The holders of our common stock are not entitled to preemptive rights or preferential rights to subscribe for shares of our capital stock or rights to redeem
or convert the holders’ shares of our common stock.
Transfer Agent and Registrar
The transfer agent and registrar for our common stock is Equiniti Trust Company.
US.126819972.02

Listing
Our common stock is listed on the New York Stock Exchange, under the ticker symbol “REZI.”
Preferred Stock
Our Certificate authorizes our Board to designate and issue from time to time one or more series of preferred stock without stockholder approval. Our
Board may fix the number of shares constituting each such series and the designation of such series, the voting powers (if any) of the shares of such series, and the
preferences and relative, participating, optional and other rights, if any, and any qualifications, limitations or restrictions, of the shares of each such series.
Anti-Takeover Provisions
Our Charter Documents and the DGCL contain certain provisions that may discourage an unsolicited takeover of the Company or make an unsolicited
takeover of the Company more difficult. The following are some of the more significant anti-takeover provisions that are applicable to the Company:
Charter Documents
Classified Board. Our Certificate provides that, until our annual stockholder meeting in 2022, our Board will be divided into three classes, with each class
consisting, as nearly as may be possible, of one-third of the total number of directors. Beginning with the 2019 annual meeting, all directors are elected to a term of
office that expires at the 2022 annual meeting. Beginning at the 2022 annual meeting, all of our directors will stand for election each year for annual terms, and our
Board will therefore no longer be divided into three classes.
Removal. Subject to the rights of the holders of any outstanding series of preferred stock, our Certificate provides that (i) until the election of directors at
our annual stockholder meeting in 2022, our stockholders may remove directors only for cause and (ii) from and after the election of directors at our annual
stockholder meeting in 2022, our stockholders may remove directors with or without cause. Removal requires the affirmative vote of holders of at least a majority
of our voting stock entitled generally to vote on the election of directors of the Company.
Blank-Check Preferred Stock. Our Certificate authorizes our Board to designate and issue, without any further vote or action by the stockholders, preferred
stock from time to time in one or more series and, with respect to each such series, to fix the number of shares constituting the series and the designation of the
series, the voting powers (if any) of the shares of the series, and the preferences and relative, participating, optional and other rights, if any, and any qualifications,
limitations or restrictions, of the shares of such series.
No Stockholder Action by Written Consent. Subject to the rights of the holders of any outstanding series of preferred stock, our Certificate expressly
excludes the right of our stockholders to act by written consent. Stockholder action must take place at an annual meeting or at a special meeting of our stockholders.
Special Stockholder Meetings. Our Charter Documents provide that only our Chairman of our Board or a majority of our Board may call a special meeting
of stockholders, except as otherwise required by law and subject to the rights of the holders of any outstanding series of preferred stock. Stockholders are not
permitted to call a special meeting or to require our Board to call a special meeting.
Requirements for Advance Notification of Stockholder Nominations and Proposals. Under our By-Laws, stockholders of record are able to nominate
persons for election to our Board or bring other business constituting a proper matter for stockholder action only by providing proper notice to our secretary. In the
case of annual meetings, proper notice must be given, generally between 90 and 120 days prior to the first anniversary of the prior year’s annual meeting as first
specified in the notice of meeting (without regard to any postponements or adjournments of such meeting after such notice was first sent). In the case of an election
of directors to be held at a special meeting, proper notice must be given no earlier than the 90th day prior to the relevant meeting and no later than the later of the
60th day prior to such meeting or the 10th day following the public announcement of the meeting. Our By-Laws also specify requirements as to the substance and
form of a stockholder’s notice.
US.126819972.02

Amendments to Certificate of Incorporation and By-Laws. The DGCL provides that the affirmative vote of holders of a majority of a company’s voting
stock then outstanding is required to amend the company’s certificate of incorporation unless the company’s certificate of incorporation provides a higher threshold,
and our Certificate does not provide for a higher threshold. Our Certificate provides that our By-Laws may be amended by our Board or by the affirmative vote of
holders of at least a majority of our voting stock entitled generally to vote in the election of directors of the Company.
Delaware Takeover Statute
In general, Section 203 of the DGCL prohibits a Delaware corporation with a class of voting stock listed on a national securities exchange or held of record by
2,000 or more stockholders from engaging in a “business combination” with an “interested stockholder” for a three-year period following the time that this
stockholder becomes an interested stockholder, unless the business combination is approved in a prescribed manner. A “business combination” includes, among
other things, a merger, asset or stock sale or other transaction resulting in a financial benefit to the interested stockholder. An “interested stockholder” is a person
who, together with affiliates and associates, owns, or did own within three years prior to the determination of interested stockholder status, 15% or more of the
corporation’s voting stock. Under Section 203, a business combination between a corporation and an interested stockholder is prohibited unless it satisfies one of
the following conditions:
•

Before the stockholder became an interested stockholder, the board of directors approved either the business combination or the transaction which
resulted in the stockholder becoming an interested stockholder;

•

Upon consummation of the transaction which resulted in the stockholder becoming an interested stockholder, the interested stockholder owned at least
85% of the voting stock of the corporation outstanding at the time the transaction commenced, excluding for purposes of determining the voting stock
outstanding, shares owned by persons who are directors and also officers, and employee stock plans, in some instances; or

•

At or after the time the stockholder became an interested stockholder, the business combination was approved by the board of directors of the
corporation and authorized at an annual or special meeting of the stockholders by the affirmative vote of at least two-thirds of the outstanding voting
stock which is not owned by the interested stockholder.

The DGCL permits a corporation to opt out of, or choose not to be governed by, its anti-takeover statute by expressly stating so in its original certificate of
incorporation (or subsequent amendment to its certificate of incorporation or bylaws approved by its stockholders). The Certificate does not contain a provision
expressly opting out of the application of Section 203 of the DGCL; therefore, the Company is subject to the anti-takeover statute.
Exclusive Forum
Our Certificate provides, in all cases to the fullest extent permitted by law, that unless we consent in writing to the selection of an alternative forum, the
Court of Chancery located within the State of Delaware will be the sole and exclusive forum for any derivative action or proceeding brought on behalf of the
Company, any action asserting a claim of breach of a fiduciary duty owed by any director, officer or other employee or stockholder of the Company to the
Company or the Company’s stockholders, any action asserting a claim arising pursuant to the DGCL or as to which the DGCL confers jurisdiction on the Court of
Chancery located in the State of Delaware, any action asserting a claim governed by the internal affairs doctrine or any other action asserting an “internal corporate
claim” as that term is defined in Section 115 of the DGCL. However, if the Court of Chancery within the State of Delaware does not have jurisdiction, the action
may be brought in any other state or federal court located within the State of Delaware.
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Exhibit 10.25

Date:

October 21, 2019

To:

Joseph Ragan

From:

Steve Kelly

Subject:

Employment Separation Agreement and Release

This Employment Separation Agreement and Release (“Agreement and Release”) confirms our mutual understanding regarding your
rights and benefits under the Resideo Technologies, Inc. Severance Plan for Designated Officers (“Officer Severance Plan”) incident
to your termination of employment with Resideo Technologies, Inc., its predecessor companies, affiliates, subsidiaries and business
units, past and present (“Resideo” or the “Company”). By signing this Agreement and Release, you hereby acknowledge that these
benefits are in full satisfaction of all rights to termination or severance related benefits for which you may have been eligible or may
claim to be eligible under any agreement or promise, whether written or oral, express or implied, or any Company sponsored
severance plan (including the Officer Severance Plan) or program.
Date of Termination
You have been informed of your termination of employment from the Company. Accordingly, your last day of work (“Last Day of
Active Employment”) will be November 6, 2019.
Severance Pay
Provided you sign and return this Agreement and Release in the form provided to you and do not revoke it (if applicable), you shall
receive eighteen (18) months of base salary continuation (“Salary Continuation Period”) following your Last Day of Active
Employment. Your Salary Continuation Period shall extend from November 7, 2019 through May 6, 2021.
These salary continuation payments are hereinafter referred to as “Severance Pay.” As a general rule, the Company will not begin
the payment of your Severance Pay until after you have signed and returned this Agreement and Release in the form provided and
have not revoked it (if applicable). Thus, you may experience an interruption in pay after your Last Day of Active Employment. In
such case, your Severance Pay shall commence when the duly executed Agreement and Release has been returned and any
revocation period has expired. Any arrearages shall be paid retroactively as soon as administratively practicable. Notwithstanding
the foregoing, the Company reserves the right, in its sole discretion, to continue your Severance Pay while you review this
Agreement and Release, provided that this Severance Pay shall in no event be construed as a waiver by the Company of the provision
in the Officer Severance Plan making benefits contingent on execution of a release of claims in favor of the Company.
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It is intended that this Agreement and Release be administered in compliance with section 409A of the Internal Revenue Code of
1986 (the “Code”), including, but not limited to, any future amendments to Code Section 409A, and any other Internal Revenue
Service or other governmental rulings or interpretations issued pursuant to Section 409A (together, “Section 409A”) so as not to
subject you to payment of interest or any additional tax under Section 409A. The parties intend for any payments under this
paragraph either to satisfy the requirements of Section 409A or to be exempt from the application of Section 409A, and this
Agreement and Release shall be construed and interpreted accordingly. In furtherance thereof, if payment or provision of any
amount or benefit hereunder that is subject to Section 409A at the time specified herein would subject such amount or benefit to any
additional tax under Section 409A, the payment or provision of such amount or benefit shall be postponed to the earliest
commencement date on which the payment or provision of such amount or benefit can be made without incurring such additional
tax. In addition, to the extent that Section 409A or any Internal Revenue Service guidance issued under Section 409A would result in
you being subject to the payment of interest or any additional tax under Section 409A, the parties agree, to the extent reasonably
possible, to amend this Agreement and Release to avoid the imposition of any such interest or additional tax under Section 409A,
which amendment shall minimize any negative economic effect on you and be reasonably determined in good faith by the Company
and you.
Provided that you have signed and returned this Agreement and Release in the form provided (and you did not revoke the same, if
applicable), in the event of your death after your Last Day of Active Employment, payment of any remaining Severance Pay owing
under this Agreement and Release will be made to your estate.
All Severance Pay benefits are subject to federal, state and other applicable taxes and withholdings.
Your Severance Pay and Salary Continuation Period may be reduced to the extent necessary to enable the Company to recover any
amounts you owe to the Company (other than properly documented business expenses) including, without limitation, unpaid bills
under a Company corporate credit card program.
Additional Consideration
In addition to the benefits to which you are entitled under the Officer Severance Plan, you shall be entitled to the following benefit(s)
(“Additional Benefits”), provided you sign and return this Agreement and Release in the form provided to you (and you do not
revoke the same, if applicable):
1.

Restricted Units. Notwithstanding the terms of the 2018 Stock Incentive Plan of Resideo Technologies, Inc. and its
Affiliates, continued vesting of 11,763 of the Restricted Stock Units (“RSUs”) issued to you on October 29, 2018, with
6,721 RSUs vesting on October 29, 2021 and 5,042 RSUs vesting on October 29, 2022;
For the avoidance of doubt, equity awards issued to you on or after December 21, 2018 shall be subject to pro-rated
accelerated vesting upon termination as outlined in the Amended and Restated 2018 Stock Incentive Plan of Resideo
Technologies, Inc. and its Affiliates;
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2.

RBP Payment. Notwithstanding the terms of the Resideo Bonus Plan, you shall receive a pro-rated bonus for the 2019
performance year calculated by: (i) multiplying your base salary by your target incentive percentage of 90%; and (ii)
multiplying the product by a fraction, the numerator being the number of days you were employed during the performance
year and the denominator being 365; and (iii) multiplying that product by the sum of total payout percentage for financial
components plus 10% to represent individual performance; and

3.

Relocation Benefit. If within six months of your Last Day of Active Employment, you relocate back to the metropolitan
area where you resided prior to Austin, Texas, the Company will, provided you utilize the company’s vendor SIRVA,
reimburse you for (i) the cost of real estate commission fees arising out of the sale of your house in Austin and (ii) the cost
of shipment of your household goods. Such reimbursements will be considered taxable income and you will be responsible
for payment of taxes.

Consideration for the Release
The Severance Pay and Additional Benefits (the “Consideration”) are something of value that will be available to you only in return
for your signed Agreement and Release in the form provided to you (and you do not revoke the same, if applicable). If you choose
not to sign this Agreement and Release in the form provided to you, you will not be entitled to the Consideration.
Contingencies
In order to receive the Consideration under this Agreement and Release, you must sign this Agreement and Release in the form
provided no earlier than November 6, 2019 and no later than November 14, 2019, and return it to Steve Kelly at 901 E. 6th Street,
Austin, TX 78702, within five (5) business days of the date on which you signed it.
In the event that before the end of your Salary Continuation Period you (i) accept a position with the Company as an employee, or
(ii) return to work at Resideo as a leased employee, contingent worker, consultant or independent contractor, all Consideration under
this Agreement and Release will terminate as of the date your reemployment or assignment with the Company commences. In such
event, all Consideration paid to you before your reemployment or assignment with the Company commences shall be considered to
be valuable legal consideration to which you were not otherwise entitled and the Release of Claims and Confidentiality provisions of
this Agreement and Release shall remain in effect and fully enforceable.
If you materially breach of any of the terms of this Agreement and Release (including any intellectual property or noncompetition
agreements to which you may be subject, and which are hereby incorporated by reference ), you (a) shall forfeit all right to future
benefits under this Agreement and Release; (b) must repay all benefits previously received pursuant to this Agreement and Release
upon the Company’s demand; and (c) must pay reasonable attorneys’ fees and all other costs incurred as a result of your breach.
However, ten percent (10%) of the cash severance benefits received will be exempt from this repayment provision and will constitute
consideration for the Release of Claims set forth below. Provided, however, this subparagraph shall not be applicable to challenges
to the validity of this Agreement and Release under the Age Discrimination in Employment Act or Older Workers Benefit Protection
Act, nor will the Company seek any damages of any sort against you for having made such a challenge.
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Release of Claims
In exchange for the Consideration, you do hereby waive and do hereby release, knowingly and willingly, Resideo Technologies, Inc.,
its future parent corporations, its predecessor companies, its past, present and future divisions, subsidiaries, affiliates and related
companies and their successors and assigns and all past, present and future directors, officers, employees and agents of these entities,
personally and as directors, officers, employees and agents (collectively the “Resideo Group”), from any and all claims of any nature
whatsoever you have arising out of your employment and/or the termination of your employment with the Resideo Group, known or
unknown, including but not limited to any claims you may have under federal, state, local or non-U.S. employment, labor, or antidiscrimination laws, statutes and case law and specifically claims arising under the federal Age Discrimination in Employment Act of
1967, the Civil Rights Acts of 1866 and 1964, the Americans with Disabilities Act of 1990, Executive Order 11246, the Employee
Retirement Income Security Act of 1974 (“ERISA”), the Family and Medical Leave Act of 1993, the Rehabilitation Act of 1973, the
Fair Labor Standards Act, the Labor-Management Relations Act, the Equal Pay Act of 1963, the Fair Credit Reporting Act, the
Pregnancy Discrimination Act, the Uniformed Services Employment and Reemployment Rights Act of 1994, the Occupational
Safety and Health Act, the Worker Adjustment Retraining and Notification Act (all such statutes, as amended), the Texas
Employment Discrimination Law, the Texas Disability Discrimination Law, the Texas Commission on Human Rights Act, the
Texas Law on Communicable Diseases, the Texas Constitution, Texas common law, and any and all other applicable state, county or
local statutes, ordinances or regulations, including claims for attorneys’ fees; provided, however, that this release does not apply to
claims under ERISA Section 502(a)(1)(B) for benefits under Resideo Group sponsored benefit plans covered under ERISA (other
than claims for severance and severance related benefits), does not apply to claims arising out of obligations expressly undertaken in
this Agreement and Release, does not apply to claims for government-provided unemployment benefits or workers compensation
benefits (although you hereby warrant that you have fully disclosed and reported to the Company any and all work-related injuries),
does not apply to claims that cannot be waived as a matter of law, and does not apply to claims arising out of any act or omission
occurring after the date you sign this Agreement and Release. All claims, including contingent claims, for incentive compensation
awards under any Resideo Group plan or payroll practice, along with any claims under any state wage and hour laws, are specifically
subject to this release of claims. Any rights to benefits (other than severance benefits) under Resideo Group sponsored benefit plans
are governed exclusively by the written plan documents.
Notwithstanding the foregoing, nothing in this Agreement and Release (or any exhibit or attachment thereto) is intended to
or shall be construed to prevent you from (i) filing an administrative charge or otherwise communicating with or reporting
possible violations of law to any federal, state or local government office, official or agency; or (ii) reporting any accounting,
internal accounting control, or auditing matter to any federal regulatory agency, any federal law enforcement agency, any
Member of Congress or any committee or subcommittee of Congress; and (iii) engaging in any activity protected by the
Sarbanes-Oxley Act (18 U.S.C. § 1514A) or the National Labor Relations Act.
By virtue of the foregoing, you agree that you have waived any damages and other relief available to you (including, without
limitation, monetary damages, equitable relief and reinstatement) with respect to any claim or cause of action released in this
Release of Claims section. Therefore, you agree that you will not accept any award or settlement from any source or
proceeding (including, but not limited to, any proceeding brought by any other person or by any governmental agency) with
respect to any claim or right waived in this Agreement and Release.
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You acknowledge and understand that you have accepted the Consideration referenced in this Agreement and Release in full
satisfaction of all claims and obligations of the Resideo Group to you regarding any matter or incident up to the date you
execute this Agreement and Release (except to the extent expressly excepted from the terms of this Agreement and Release)
and you affirmatively intend to be legally bound thereby.
You hereby agree and acknowledge that you are not entitled to receive any additional payments or benefits from the Resideo
Group related to your employment or termination of employment other than as expressly provided herein.
You hereby represent and warrant that, under the federal Fair Labor Standards Act and/or any state or local counterpart
(collectively, “FLSA”), you (i) were properly classified as either exempt or nonexempt from overtime (i.e., as either ineligible
or eligible to receive overtime), (ii) have been fully paid for all hours worked for the Company, and (iii) do not claim that the
Company violated or denied any wage and hour rights under the FLSA.
Claims Warranties
You represent and warrant that you are not aware of any facts that would establish, tend to establish or in any way support an
allegation that any member of the Resideo Group has engaged in conduct that you believe could violate (1) any provision of federal
law relating to fraud (including but not limited to the Sarbanes-Oxley Act, the Dodd-Frank Wall Street Reform and Consumer
Protection Act (“Dodd-Frank Act”) and/or any state or local counterpart); (2) any rule or regulation of the Securities and Exchange
Commission; (3) the federal False Claims Act and/or any state or local or municipal qui tam counterpart (which prohibit the
presentation by the Company or any affiliate of false claims and statements or the creation of false records or statements in order to
obtain payment of federal, state, county or municipal funds, or to avoid refunds of such government funds); and (4) any other federal,
state or local law.
Cooperation and Nondisclosure
In further exchange for the Consideration you receive under this Agreement and Release, you agree to cooperate fully with the
Company in any matters that have given or may give rise to a legal claim against the Company, and of which you are knowledgeable
as a result of your employment with the Company. This requires you, without limitation, to (i) make yourself available upon
reasonable request to provide information and assistance to the Company on such matters without additional compensation, except
for your out of pocket costs, (ii) maintain the confidentiality of all Company privileged information including, without limitation,
attorney-client privileged communications and attorney work product, unless disclosure is expressly authorized by the Company’s
Law Department, and (iii) notify the Company promptly of any requests to you for information from any third party (excluding
government entities), related to any pending or potential legal claim or litigation involving the Company, reviewing any such request
with a designated representative of the Company prior to disclosing any such information, and permitting a representative of the
Company to be present during any communication of such information.
Nothing in this Agreement and Release prohibits you from reporting possible violations of federal law or regulation to any
governmental agency or entity including, but not limited to, the Department of Justice, the Securities and Exchange
Commission, the Congress, and any Inspector General, or making other disclosures that are protected under the
whistleblower provisions of federal law or regulation. You do not need the prior authorization of the Law Department to
make any such reports or disclosures and you are not required to notify the Company that you have made such reports or
disclosures.
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Non-Disparagement
At no time on or after the date hereof will you make any statement, publicly or privately (other than to your spouse and legal
advisors), which would be disparaging (as defined below) to the Resideo Group, businesses, management, products, customers,
strategies, prospects, image, tradecraft, practices, office environment, culture, condition, or reputation or that of directors, employees,
officers or members; provided, however, that nothing contained in any provision of this Agreement and Release shall preclude you
from making any statement in good faith which is required by any applicable law or regulation or the order of a court or other
governmental body or initiating or cooperating with any official government investigation.
Resideo typically does not provide references. Rather, Resideo will typically confirm dates of employment and last job title only,
except if required by applicable law, regulation or court order otherwise.
For purposes of this Agreement and Release, the term “disparaging” shall mean any statement or representation (whether oral or
written and whether true or untrue) that, directly or by implication, tends to create a negative, adverse or derogatory impression about
the subject of the statement or representation or that is intended to harm the reputation of the subject of the statement or
representation. For the avoidance of doubt, you agree that you will not write or contribute to a book, article or other media
publication, whether in written or electronic format, that is in any way descriptive of the Resideo Group or your career with the
Company without submitting a draft thereof, at least thirty (30) days in advance, to the Company’s Executive Vice President and
General Counsel, whose judgment about whether such book, article or other media publication is disparaging shall be determinative.
Indemnification
Resideo will indemnify you, to the extent permitted by law and Resideo’s certificate of incorporation and by-laws, for personal acts
and omissions committed in the exercise of your duties as an officer of the Company. Consistent with this obligation, the Company
will advance indemnification expenses on your behalf, provided you sign an undertaking to repay all such amounts if it shall be
ultimately determined by final judicial decision that you are not entitled to indemnification.
Confidentiality
You agree not to disclose or cause any other person to disclose to third parties, including employees of the Company, the terms of
this Agreement and Release; provided, however, that you have the right to disclose the terms of this Agreement and Release to your
spouse, your financial/tax advisor, your attorney, and in response to a governmental inquiry, including a governmental tax audit or a
judicial subpoena, or as otherwise required by law. If you disclose the terms of this Agreement and Release to any of the foregoing,
you agree to instruct such persons to maintain the confidentiality thereof. You understand that your breach of this confidentiality
provision shall excuse the Company from performing further under this Agreement and Release. You agree that neither this
Agreement and Release nor any version of this Agreement and Release shall be admissible in any forum as evidence against the
Company or you except in a proceeding to challenge or enforce this Agreement and Release. This Agreement and Release does not
constitute an admission of wrongdoing by either party.
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Non-Compete, Non-Solicitation and IP Agreements
You acknowledge and agree that any agreements signed by you relating to intellectual property and confidential information acquired
by you as a result of your employment with the Company remain in full force and effect and place legal obligations upon you that
continue beyond your employment with the Company. In further exchange for the Consideration you receive under this Agreement
and Release, you agree to abide by the confidentiality, non-solicitation and intellectual property covenants set forth in Exhibit B
attached hereto with respect to knowledge acquired during your employment with the Company. You hereby agree that the
covenants appearing at Exhibit B are a material part of this Agreement and Release. Notwithstanding the foregoing, Exhibit B shall
not apply with respect to any individual who is practicing law on behalf of the Company.
You may not be held criminally or civilly liable under any federal or state trade secret law for the disclosure of a trade secret that is
made (a) in confidence to a federal, state or local government official, either directly or indirectly, or to an attorney if such disclosure
is made solely for the purpose of reporting or investigating a suspected violation of law or for pursuing an anti-retaliation lawsuit; or
(b) in a complaint or other document filed in a lawsuit or other proceeding, if such filing is made under seal and you do not disclose
the trade secret except pursuant to a court order.
Severability; Entire Agreement; No Oral Modifications; No Waivers
Should any of the provisions of this Agreement and Release (other than the Release of Claims provision) be determined to be invalid
by a court of competent jurisdiction, the parties agree that this shall not affect the enforceability of the other provisions of the
Agreement and Release. In such case, the parties shall renegotiate the invalidated provision(s) in good faith to effectuate its/their
purpose and to conform the provision(s) to applicable law. This Agreement and Release and any Company agreement(s) you have
signed relating to noncompetition, intellectual property and confidential information constitute a single integrated contract expressing
the entire agreement of the parties with respect to the subject matter hereof and supersedes all prior and contemporaneous oral and
written agreements and discussions with respect to the subject matter hereof. This Agreement and Release may be amended or
modified only by an agreement in writing. The failure by the Company to declare a breach or otherwise to assert its rights under this
Agreement and Release shall not be construed as a waiver of any right the Company has under this Agreement and Release.
This Agreement and Release may be executed in counterparts by electronic means (including scanning, photocopying and facsimile),
all of which taken together shall constitute an instrument enforceable and binding upon the parties. In addition, the use of scanned or
facsimile signatures for the execution of this Agreement and Release shall be legal and binding and shall have the same full force and
effect as if originally signed.
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Return of Company Property
You hereby covenant that you have returned, or will return no later than your Last Day of Active Employment, all Company
property, including all electronic devices, documents and electronic data.
Clawback Rights
You hereby acknowledge and agree that, notwithstanding any other provision of this Agreement and Release to the contrary, no
contractual provision or legal requirement relating to recoupment or clawback by the Company of any amount in the nature of
compensation shall be affected by your separation of employment or the payments contemplated hereby, and all such provisions and
requirements shall remain in effect and enforceable in accordance with their terms after the date hereof.
Choice of Law
This Agreement and Release shall be governed by, and construed in accordance with, the laws of the State of New York, without
reference to principles of conflict of laws. You hereby consent to the exclusive jurisdiction and venue in the federal courts of the
State of New York for the resolution of all disputes arising under, or relating to, this Agreement and Release.
Acknowledgments and Certifications
You acknowledge and certify that you:
(a)

have read and understand all of the terms of this Agreement and Release and do not rely on any representation or
statement, written or oral, not set forth in this Agreement and Release;

(b)

are signing this Agreement and Release knowingly and voluntarily;

(c)

have been advised to consult with an attorney before signing this Agreement and Release;

(d)

have the right to consider the terms of this Agreement and Release for at least 21 days and if you take fewer than 21
days to review this Agreement and Release, you hereby waive any and all rights to the balance of the 21 day review
period; and

(e)

have the right to revoke this Agreement and Release within 7 days after signing it, by providing written notice of
revocation to your Human Resources representative. If you revoke this Agreement and Release during this 7-day
period, it becomes null and void in its entirety.
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THIS IS A LEGALLY ENFORCEABLE DOCUMENT.
RESIDEO TECHNOLOGIES, INC.
/s/ Joseph Ragan
Joseph Ragan

By:

/s/ Steve Kelly
Steve Kelly
Chief Human Resources Officer

Dated: November 6, 2019

Dated: November 6, 2019
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EXHIBIT A
RESIDEO TECHNOLOGIES, INC.
Agreement Relating to Resideo’s Trade Secrets,
Proprietary and Confidential Information
In consideration of the receipt of my Severance Benefits, I understand and agree that:
1.

Records of Inventions. I have kept complete and current written records of all Inventions I Made during the period of time I
was employed by Resideo and promptly disclosed all such Inventions in writing to Resideo for the purpose of adequately
determining Resideo’s rights in each such Invention. I have supplemented or will supplement any such disclosures to the
extent Resideo may request that I do so. If I have any doubt as to whether or not to disclose an Invention to Resideo, I will
disclose it.

2.

Disclosure of Inventions after Termination. I will promptly and completely disclose in writing to Resideo’s Law
Department all Inventions which I Make during the one year immediately following the end of my employment by Resideo
which relate either to my work assignment at Resideo or to Resideo’s Trade Secrets, Proprietary and Confidential
Information for the purpose of determining Resideo’s rights in each such Invention before filing any application for patents
on such Inventions. I will not file any patent application relating to any such Invention without the prior written consent of
Resideo’s Law Department. If I do not prove that I Made the Invention entirely after leaving Resideo’s employment, the
Invention is presumed to have been Made during the period of time I was employed by Resideo. I acknowledge that the
conditions of this paragraph are no greater than is necessary for protecting Resideo’s interests in Resideo’s Trade Secrets,
Proprietary and Confidential Information and in Inventions to which it is rightfully entitled.

3.

Ownership of Inventions. Each and every Invention I Made during the period of time I was employed by Resideo (a)
which relates directly to the business of Resideo or to Resideo’s actual or demonstrably anticipated research or development,
or (b) which results from any work I perform for Resideo is the sole and exclusive property of Resideo, and I agree to assign
and hereby assign my entire right, title and interest in each such Invention to Resideo. Each Invention I Made during the
period of time I was employed by Resideo for which no equipment, supplies, facilities or Resideo Trade Secrets, Proprietary
or Confidential Information was used and which was developed entirely on my own time is my property, unless (a) the
Invention relates directly to the business of Resideo or to Resideo’s actual or demonstrably anticipated research or
development, or (b) the Invention results from any work performed by me for Resideo. If I assert any property right in an
Invention I Made during the period of time I was employed by Resideo, I will promptly notify Resideo’s Law Department in
writing.
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4.

Cooperation with Resideo. I will assist and fully cooperate with Resideo in obtaining, maintaining, and asserting the fullest
measure of legal protection, which Resideo elects to obtain, maintain or assert for Inventions in which it has a property
right. I will also assist and fully cooperate with Resideo in defending Resideo against claims of violation of the intellectual
property rights of others. I will be paid my reasonable expenses in assisting, and cooperating with, Resideo. I will execute
any lawful document Resideo requests me to execute relating to obtaining, maintaining, or asserting legal protection for any
said Invention or in defending against claims of the violation of the intellectual property rights of others (including, but not
limited to, executing applications, assignments, oaths, declarations, and affidavits) and I will make myself available for
interviews, depositions and testimony. In the event that Resideo is unable, after reasonable effort, to secure my signature on
any document or documents needed to apply for or prosecute any patent, copyright, or other right or protection relating to an
Invention, for any other reason whatsoever, I hereby irrevocably designate and appoint Resideo and its duly authorized
officers and agents as my agent and attorney-in-fact, to act for and on my behalf to execute and file any such application or
applications, and to do all other lawfully-permitted acts to further the prosecution and issuance of patents, copyrights, or
similar protections thereon with the same legal force and effect as if executed by me.

5.

Resideo’s Trade Secrets, Proprietary and Confidential Information. I will never, directly or indirectly, during or after
my employment with Resideo misappropriate, use or disclose Resideo’s Trade Secrets, Proprietary and Confidential
Information except in furthering Resideo’s business nor will I disclose or disseminate at any time Resideo’s Trade Secrets,
Proprietary and Confidential Information to anyone who is not an officer, director, employee, attorney or authorized agent of
Resideo without the prior written consent of Resideo’s Law Department unless the specific item of Resideo’s Trade Secrets,
Proprietary and Confidential Information: (a) is now in, or hereafter, (through no breach of this agreement) becomes general
public knowledge, or (b) prior to my disclosure, dissemination or use, was lawfully acquired by me without any obligation to
retain the information in confidence. In this connection, I will not publish any of Resideo’s Trade Secrets, Proprietary and
Confidential Information for dissemination outside Resideo or file any patent application relating to any Invention I Make
during the period of time I am employed by Resideo without the prior written approval of Resideo’s Law Department. I will
execute any agreement relating to the protection of Resideo’s Trade Secrets, Proprietary and Confidential Information or
such information of any third party whose intellectual property Resideo is under a legal obligation to protect if Resideo
requests that I do so. I will not engage without the prior written consent of Resideo’s Law Department, either during the
period of time I am employed by Resideo or for a period of two years following my Termination of Employment for any
reason, in any activity or employment in the faithful performance of which it could be reasonably anticipated that I would
use or disclose Resideo’s Trade Secrets, Proprietary and Confidential Information. All documents and tangible things
embodying or containing Resideo’s Trade Secrets, Proprietary and Confidential Information are Resideo’s exclusive
property. I have access to them solely for performing the duties of my employment by Resideo. I will protect the
confidentiality of their content and comply with all security policies and procedures, which may, from time to time, be
established by Resideo. I will return all of them and all copies, facsimiles and specimens of them and any other tangible
forms of Resideo’s Trade Secrets, Proprietary and Confidential Information in my possession, custody or control to Resideo
before leaving the employment of Resideo.
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I understand that I have the right to use or practice any skill or expertise generally associated with my employment but not
special or unique to Resideo, but that I do not have the right to use, practice or disclose Resideo’s Trade Secrets, Proprietary
and Confidential Information for my own benefit or for the benefit of any third party.
I understand that I may not be held criminally or civilly liable under any federal or state trade secret law for the disclosure of
a trade secret that is made (a) in confidence to a federal, state or local government official, either directly or indirectly, or to
an attorney if such disclosure is made solely for the purpose of reporting or investigating a suspected violation of law or for
pursuing an anti-retaliation lawsuit; or (b) in a complaint or other document filed in a lawsuit or other proceeding, if such
filing is made under seal and I do not disclose the trade secret except pursuant to a court order.
6.

Trade Secrets, Proprietary or Confidential Information from Previous Employment. I certify that I have not, and will
not, disclose or use during my employment by Resideo, any trade secrets, proprietary or confidential information which I
acquired as a result of any previous employment or under a contractual obligation of confidentiality before my employment
by Resideo. I understand that Resideo has no interest in and will not accept disclosure by me of any trade secrets, proprietary
or confidential information, which belongs to a third party. If I was ever placed in a position where I would be required or
was given an assignment that would require me to use, directly or indirectly, any trade secrets, proprietary or confidential
information of any person, previous employer or any third party, I promptly informed Resideo’s Law Department and my
supervisor before I undertook any activity that would involve the use or disclosure of such information or present the
appearance to any such third party that I hade used or disclosed such information. If I failed to do so, Resideo may elect not
to indemnify me in the event of litigation and may take such other actions, as it deems appropriate, up to and including
termination of my employment.

7.

Nonsolicitation of Resideo Employees. I acknowledge that Resideo has invested, and will continue to invest, significant
time and money to recruit and retain its employees. Therefore, recognizing that in the course of my employment I have
obtained valuable information about Resideo employees, their respective talents and areas of expertise, I agree that, during
my employment and for a period of two years following my Termination of Employment from Resideo for any reason, I will
not directly or indirectly, for my own account or for others, (i) solicit (or assist another in soliciting) for employment or for
the performance of services, (ii) offer or cause to be offered employment or other service engagement, or (iii) participate in
any manner in the employment or hiring for services of any current or former Resideo employee with whom I had contact or
of whom I became aware in my last two years of Resideo employment, unless it has been more than 12 months since that
individual left Resideo. Nor will I, for my own account or for others, in any way induce or attempt to induce such individual
to leave the employment of Resideo.
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8.

Nonsolicitation of Resideo Customers, Suppliers, Business Partners and Vendors. I acknowledge that Resideo has
invested and will continue to invest significant time and money to develop valuable, continuing relationships with existing
and prospective clients and customers of Resideo. Therefore, recognizing that in the course of my employment I have
obtained and/or will obtain valuable information about Resideo customers, suppliers, business partners, and/or vendors, and
their requirements, I agree that during my employment and for a period of two years following my Termination of
Employment from Resideo for any reason, I will not directly or indirectly, for my own account or for others, solicit or assist
others in soliciting or attempt to solicit (or assist others in attempting to solicit), (i) any existing clients, customers, suppliers,
business partners, and/or vendors of Resideo with whom I had contact, or of whom I became aware while employed by
Resideo during the two-year period prior to my Termination of Employment, or (ii) any prospective clients, customers,
suppliers, business partners, and/or vendors of Resideo with whom I had contact and with whom Resideo took significant
steps to do business during the two-year period prior to my Termination of Employment, for the purpose or effect of
inducing such existing or prospective clients, customers, suppliers, business partners, and/or vendors to cease doing business
or reduce their business with Resideo or to purchase, lease or utilize products or services that are competitive with, similar to,
or that may be used as substitutes for any products or services offered by Resideo.

9.

Notice to Future Employers. For the period of two years immediately following the end of my employment by Resideo, I
will inform each new employer, prior to accepting employment, of the existence of this agreement and provide that employer
with a copy of it. Resideo has the right to inform any future employer of the existence of this agreement and to provide any
future employers with a copy of it.

10.

Copyright. As to all works prepared by me which are: (i) within the scope of my employment, or (ii) based upon
information I acquired from Resideo which is not normally made available to the public, or (iii) commissioned by Resideo,
but not within my scope of employment, I hereby agree to:
(a)

Submit to Resideo’s Law Department and to my supervisor for approval for publication or oral dissemination;

(b)

Assign all right, title and interest in and to the copyright in all such works to Resideo; and

(c)

Waive any claim of moral rights, author’s rights, droit moral, or any equivalent rights to the extent necessary or
permitted by law.

I hereby release and allow Resideo to use, for any lawful purpose, any voice reproduction, photograph, or other video
likeness of me made in the course of my employment.
12.

Acknowledgement of Receipt. I acknowledge that I have received a copy of this agreement prior to accepting Severance
Benefits from Resideo and that execution of this agreement was an express condition of my receipt of Severance Benefits.
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13.

Effectiveness of Agreement. I acknowledge that the provisions of this agreement are in addition to, and in no way intended
to limit, restrict or narrow any prior or existing agreement with Resideo. This agreement does not replace or supersede any
prior or existing employment or other agreement with Resideo, but rather, shall be read in conjunction with such prior or
existing agreements and shall be interpreted in a manner to provide Resideo the maximum protection and the most effective
and complete assignment of inventions provided by all agreements I have with Resideo. The terms of this agreement are to
be read consistent with the terms of any other intellectual property, trade secret or confidentiality agreements that I have
executed with Resideo; provided, however, to the extent there is a conflict between/among such agreements, such
agreements shall be read in concert and construed as providing the broadest possible protections to Resideo, even if such
construction would require provisions of more than one such agreement to be given effect. This agreement shall be deemed
effective as of the first day of my employment by Resideo and shall continue throughout the entire period of time I am
employed by Resideo and my obligations will continue after, and survive, the end of my employment by Resideo.

14.

Identity of Future Employer. If reasonably requested by Resideo, I shall advise Resideo of the name and address of my
intended future employer.

15.

Remedies. I acknowledge that a remedy at law for any breach or threatened breach of the provisions of this Agreement
would be inadequate and therefore agree that Resideo shall be entitled to injunctive relief in case of any such breach or
threatened breach. In the event that a court determines that I have breached or threatened to breach this agreement, I agree to
reimburse Resideo for all attorneys’ fees and costs incurred in enforcing the terms of the agreement. However, nothing
contained herein shall be construed as prohibiting Resideo from pursuing any other remedies available for any such breach or
threatened breach against me or my then-current employer which may also include but not be limited to contract damages,
lost profits and punitive damages.

16.

Successors; Binding Agreement. This agreement binds my heirs, executors, administrators, legal representatives and
assigns and inures to the benefit of Resideo and its successors and assigns. Only a written amendment executed by both
Resideo and me can modify this agreement.

17.

Governing Law. This agreement shall be governed by and construed in accordance with the laws of the State of New York
without regard to its principles of conflicts of law.

18.

Validity. It is the desire and intent of the parties hereto that the provisions of this agreement shall be enforced to the fullest
extent legally-permissible. Accordingly, if any particular provision(s) of this agreement shall be adjudicated to be invalid or
unenforceable, the court may modify or sever such provision(s), such modification or deletion to apply only with respect to
the operation of such provision(s) in the particular jurisdiction in which such adjudication is made. In addition, if any one or
more of the provisions contained in this agreement shall for any reason be held to be excessively broad as to duration,
geographical scope, activity or subject, it shall be construed by limiting and reducing it, so as to be enforceable to the extent
compatible with the applicable law as it shall then appear. The remaining provisions of this agreement shall remain in full
force and effect.
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19.

Definitions
(a) “Resideo” collectively identifies Resideo Technologies, Inc. (a Delaware corporation having a place of business at
Corporate Center Drive, Melville, Suffolk County, New York), its predecessors, designees and successors and its
past, present and future operating companies, divisions, subsidiaries, affiliates and other business units, including
businesses acquired by purchase of stock, merger or otherwise.
(b) “Trade Secrets, Proprietary and Confidential Information” means information which is not generally known in the
industry in which Resideo is engaged, which may be disclosed to me or which I may learn, observe, discover or
otherwise acquire during, or as a result of, my employment by Resideo and which includes, without limitation, any
information, whether patentable, patented or not, relating to any existing or contemplated products, inventions,
services, technology, ideas, concepts, designs, patterns, processes, compounds, formulae, programs, devices, tools,
compilations of information, methods, techniques, and including information relating to any research,
development, manufacture, purchasing, engineering, know-how, business plans, sales or market methods, methods
of doing business, customer lists, customer usages or requirements, or supplier information, which is owned or
licensed by Resideo or held by Resideo in confidence.
(c) “Invention” includes not only inventions (including, but not limited to, copyright works, trademarks, domain
names, URLs, keywords, social media account or identification names, business networking/media account or
identification names and mask works), but also innovations, improvements, discoveries, ideas and all other forms
of intellectual property (including, but not limited to, copyright works and mask works) – whether or not any of the
foregoing constitutes trade secret or other confidential information.
(d) “Make” or “Made” when used in relation to Invention includes any one or any combination of (i) conception, (ii)
reduction to practice, or (iii) development of an Invention and is without regard to whether I am a sole or joint
inventor.
(e) “Termination of Employment” shall be defined as any separation from employment with Resideo regardless of the
reason, including any and all voluntary and involuntary reasons for termination. The termination date for purposes
of this Agreement shall be the last day I actively perform services for Resideo.
(f)

20.

“Solicit” or “soliciting” includes contacting, communicating with, marketing to, engaging or otherwise interacting
with (whether initiated by me or not).

Headings Descriptive. The headings of the several paragraphs of this agreement are inserted for convenience only and shall
not in any way affect the meaning or construction of this agreement.
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Exhibit 10.26
2018 STOCK INCENTIVE PLAN
OF
RESIDEO TECHNOLOGIES, INC. AND ITS AFFILIATES
AMENDED AND RESTATED RESTRICTED STOCK UNIT AGREEMENT
This AMENDED AND RESTATED RESTRICTED STOCK UNIT AGREEMENT (as amended and restated, this
“Agreement”) is entered into effective as of November 6, 2019 (the “Effective Date”) between Resideo Technologies, Inc. (the
“Company”) and Joseph Ragan (the “Participant”) and amends and restates the terms and conditions of the original Restricted Stock
Unit Agreement entered into effective as of October 29, 2018 (the “Original Award Date”) between the Company and the
Participant.
1.

Grant of Award. The Company granted you 39,500 Restricted Stock Units as of the Original Award Date, subject to the
terms of this Agreement and the terms of the 2018 Stock Incentive Plan of Resideo Technologies, Inc. and its Affiliates (as
amended and restated, the “Plan”). The Company will hold the Restricted Stock Units in a bookkeeping account on your
behalf until they become payable or are forfeited or cancelled.

2.

Rights as a Shareholder. The Participant shall have no rights as a stockholder of the Company with respect to any Shares
of Common Stock covered by or relating to the Restricted Stock Units until such Shares are actually delivered to the
Participant. For purposes of clarification, the Participant shall not have any voting or dividend rights with respect to the
Shares of Common Stock underlying the Restricted Stock Units unless and until such Shares are actually delivered to the
Participant.

3.

Dividend Equivalents. Except as otherwise determined by the Committee, in its sole discretion, the Participant will earn
Dividend Equivalents in an amount equal to the value of any ordinary dividends paid by the Company upon one Share of
Common Stock for each unvested Restricted Unit, which may be credited in cash or Common Stock as determined by the
Committee in such manner as the Committee may determine from time to time and will be subject to the same vesting
provisions as apply to the Restricted Stock Units to which such Dividend Equivalents relate.

4.

Payment Amount. Each Restricted Stock Unit represents one (1) Share of Common Stock.

5.

Vesting. Except as otherwise provided in Section 10, and except in the event of your Termination of Service due to your
death, Disability or an Involuntary Termination (as defined in Section 9) in compliance with Section 9, the Restricted Stock
Units will vest as provided on the attached Vesting Schedule Table, which is incorporated into, and made a part of, this
Agreement. Each applicable vesting date of all or any portion of this Award shall be referred to herein as a “Vesting Date”.

6.

Form and Timing of Payment. Except as otherwise determined by the Committee in its sole discretion or as provided in
Section 10(a) of this Agreement, vested Restricted Stock Units will be redeemed solely for Shares. Payment of vested
Restricted Stock Units will be made as soon as practicable, following the applicable Vesting Date and in no event later than
two and one-half (2-1/2) months following the end of the calendar year in which the Vesting Date occurs. As determined
by the Company in its sole discretion prior to aVesting Date, any fractional Shares may be paid in cash or rounded up or
down to the nearest whole Share.

7.

Termination of Service. If your Termination of Service occurs before the final Vesting Date for any reason other than
your death or Disability or an Involuntary Termination in compliance with Section 9, any unvested Restricted Stock Units
will immediately be forfeited, and your rights with respect to these Restricted Stock Units will end.

8.

Retirement, Death or Disability.
a.

Vesting. If your Termination of Service occurs due to your death or due to your incurrence of a Disability (i)
before the final scheduled Vesting Date described in Section 5 of this Agreement and (ii) prior to an Involuntary
Termination in compliance with Section 9, all of your unvested Restricted Stock Units will vest as of your
Termination of Service due to death or Disability, as applicable. If you die (A) before the final scheduled Vesting
Date described in Section 5 of this Agreement and (B) on or after an Involuntary Termination in compliance with
Section 9, all of your unvested Continued Units (as defined in Section 9) will vest as of your death. If you are
deceased, the Company will make a payment to your estate only after the Committee has determined that the
payee is the duly appointed executor or administrator of your estate, subject to Section 7.14 of the Plan.
If your Termination of Service due to Retirement occurs before the final scheduled Vesting Date described in
Section 5 of this Agreement, all unvested Restricted Stock Units will be forfeited and your rights with respect to
any award under this Agreement will terminate.

b.

9.

Payment. Except as otherwise determined by the Committee, if your death occurs before the final scheduled
Vesting Date, payment for vested Restricted Stock Units will be made as soon as practicable following such
Termination of Service and in no event later than two and one-half (2-1/2) months following the end of the
calendar year in which your death occurs.

Involuntary Termination. Prior to the final scheduled Vesting Date, if you incur an involuntary Termination of Service
pursuant to the terms of that certain Employment Separation Agreement and Release dated on or after the Effective Date by
and between you and the Company (such agreement, the “Separation Agreement” and such involuntary Termination of
Service in accordance with the terms and conditions of this Section 9, an “Involuntary Termination”), and you (i) do not
discuss the Involuntary Termination with any individual or entity until the separation announcement is made publicly, other
than
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your legal counsel and those employees permitted in advance in writing by the Chief Human Resources Officer, and
(ii) execute and do not rescind the Separation Agreement in accordance with its terms, then 10,084 unvested Restricted
Stock Units subject to the Award will continue to vest in accordance with the Vesting Schedule Table incorporated herein
(the “Continued Units”), provided that as of each applicable Vesting Date you: (i) are in compliance with each of the terms
and conditions of both this Agreement and the Separation Agreement and (ii) have conducted yourself in a professional
manner consistent with Company policies and standard business expectations and practices. For the avoidance of doubt, all
Units subject to this Award other than the Continued Units shall be forfeited as of the date of your Involuntary
Termination.
10. Change in Control. Notwithstanding anything herein to the contrary, in the event of a Change in Control (as defined in the
Plan), the following provisions apply:
a.

Cashout of Awards. Unless assumed, substituted or continued in accordance with Section 5.4(a) of the Plan, the
Restricted Stock Units that have not vested or terminated as of the date of the Change in Control shall vest as of
immediately prior to the Change in Control, provided that if you have experienced an Involuntary Termination
prior to the date of the Change in Control, only the remaining unvested Continued Units shall vest as of
immediately prior to the Change in Control. Unless otherwise determined by the Committee, no later than 15
days after the date of the Change in Control, you will receive for the applicable Restricted Stock Units a single
payment in cash equal to the product of the number of then-outstanding Restricted Stock Units as of the date of
the Change in Control (including any Restricted Stock Units that vest pursuant to this Section 10) and an amount
equal to the highest price per Share paid by the successor company in connection with such Change in Control,
as determined by the Committee.

b.

Rollover of Awards. If assumed, substituted or continued in accordance with Section 5.4(a) of the Plan,
Restricted Stock Units that have not vested or terminated as of the date of the Change in Control (or, in the event
you have experienced an Involuntary Termination prior to the date of the Change in Control, only the remaining
unvested Continued Units) will continue to vest in accordance with the schedule described in Section 5 of this
Agreement (or as adjusted if more favorable); provided, however, that in the event you have not experienced an
Involuntary Termination and you incur an involuntary Termination of Service not for Cause (as defined in
Section 2 of the Plan) or a voluntary Termination of Service for Good Reason (as defined in Section 2 of the
Plan) on or before the second anniversary of the date of the Change in Control, Restricted Stock Units that have
not vested or terminated as of your Termination of Service will immediately vest in full and be settled no later
than 15 days after the Termination of Service.
3

11. Withholdings. The Company or your local employer shall have the power and the right to deduct or withhold, or require
you to remit to the Company or to your local employer, prior to any issuance or delivery of Shares underlying Restricted
Stock Units, an amount sufficient to satisfy taxes imposed under the laws of any country, state, province, city or other
jurisdiction, including but not limited to income taxes, capital gain taxes, transfer taxes, and social security contributions,
and National Insurance Contributions, that are required by law to be withheld as determined by the Company or your local
employer.
12. Transfer of Award. You may not transfer the Restricted Stock Units or any interest in such Units except by will or the
laws of descent and distribution or except as otherwise permitted by the Committee and as specified in the Plan. Any other
attempt to dispose of your interest will be null and void.
13. Requirements for and Forfeiture of Award.
a.

General. The Award is expressly contingent upon you complying with the terms, conditions and definitions
contained in this Section 13 and in any other agreement that governs your noncompetition with the Company and
its Affiliates, your nonsolicitation of employees, customers, suppliers, business partners and vendors of the
Company and its Affiliates, and/or your conduct with respect to trade secrets and proprietary and confidential
information of the Company and its Affiliates. For the avoidance of doubt, for purposes of this Section 13, the
“Company and its Affiliates” shall include Resideo Technologies, Inc. and its predecessors, designees and
successors, as well as its past, present and future operating companies, divisions, subsidiaries, affiliates and other
business units, including businesses acquired by purchase of assets, stock, merger or otherwise.

b.

Remedies.
1.

You expressly agree and acknowledge that the forfeiture provisions of Section 13(b)(2) of this
Agreement shall apply if, from the Original Award Date until the date that is twenty-four (24)
months after your Termination of Service for any reason, you (i) enter into an employment,
consultation or similar agreement or arrangement (including any arrangement for service as an
agent, partner, stockholder, consultant, officer or director) with any entity or person engaged in a
business in which the Company or its Affiliates are engaged if the business is competitive (in the
sole judgment of the Committee) with the Company or its Affiliates and the Committee has not
approved the agreement or arrangement in writing, or (ii) make any statement, publicly or privately
(other than to your spouse and legal advisors), which would be disparaging (as defined below) to the
Company and its Affiliates or their businesses, products, strategies, prospects, condition, or
reputation or that of their directors, employees, officers or members; provided, however, that
nothing shall preclude you from making any statement in good faith which is required by any
applicable law or regulation or the order of a court or other governmental body, or (iii) write or
contribute
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to a book, article or other media publication, whether in written or electronic format, that is in any
way descriptive of the Company or its Affiliates or your career with the Company or its Affiliates
without first submitting a draft thereof, at least thirty (30) days in advance, to the Company’s
Executive Vice President, General Counsel and Corporate Secretary or his or her delegate, whose
judgment about whether such book, article or other media publication is disparaging shall be
determinative; or such a book, article or other media publication is published after a determination
that it is disparaging; provided, however, that nothing herein shall preclude you from reporting (in
good faith) possible violations of federal law or regulation to any governmental agency or entity,
including but not limited to, the Department of Justice, the Securities and Exchange Commission,
the Congress, and/or any agency Inspector General, or making any other disclosures that are
protected under the whistleblower provisions of federal or state law or regulation, or from otherwise
making any statement (in good faith) which is required by any applicable law or regulation or the
order of a court or other governmental body.
For purposes of this Section 13(b)(1), the term “disparaging” shall mean any statement or
representation (whether oral or written and whether true or untrue) which, directly or by implication,
tends to create a negative, adverse, or derogatory impression about the subject of the statement or
representation or which is intended to harm the reputation of the subject of the statement or
representation.
2.

In addition to the relief described in any other agreement that governs your noncompetition with the
Company or its Affiliates, your nonsolicitation of the employees, customers, suppliers, business
partners and vendors of the Company or its Affiliates, and/or your conduct with respect to the trade
secrets and proprietary and confidential information of the Company or its Affiliates, if the
Committee determines, in its sole judgment, that you have violated the terms of any such agreement
or you have engaged in an act that violates Section 13(b)(1) of this Agreement, (i) any Restricted
Stock Units that have not vested under this Agreement shall immediately be cancelled, and you shall
forfeit any rights you have with respect to such Units as of the date of the Committee’s
determination, and (ii) you shall immediately deliver to the Company Shares (or the cash
equivalent) equal in value to the Restricted Stock Units you received during the period beginning
twelve (12) months prior to your Termination of Service and ending on the date of the Committee’s
determination.

3.

Notwithstanding anything in the Plan or this Agreement to the contrary, you acknowledge that the
Company may be entitled or required by law, Company policy or the requirements of an exchange
on which the Shares are listed for trading, to recoup compensation paid to you pursuant to the Plan,
and you agree to comply with any Company request or demand for recoupment.
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14. Restrictions on Payment of Shares. Payment of Shares for your Restricted Stock Units is subject to the conditions that, to
the extent required at the time of settlement, (i) the Shares underlying the Restricted Stock Units will be duly listed, upon
official notice of redemption, upon the New York Stock Exchange (or any other securities exchange on which Shares may
be listed), and (ii) a Registration Statement under the Securities Act of 1933 with respect to the Shares will be effective.
The Company will not be required to deliver any Shares until all applicable federal and state laws and regulations have
been complied with and all legal matters in connection with the issuance and delivery of the Shares have been approved by
counsel for the Company.
15. Adjustments. Any adjustments to the Restricted Stock Units will be governed by Section 5.3 of the Plan.
16. Disposition of Securities. By accepting the Award, you acknowledge that you have read and understand the Company’s
policy, and are aware of and understand your obligations under applicable securities laws in respect of trading in the
Company’s securities. The Company will have the right to recover, or receive reimbursement for, any compensation or
profit you realize on the disposition of Shares received for Restricted Stock Units to the extent that the Company has a
right of recovery or reimbursement under applicable securities laws.
17. Plan Terms Govern. The vesting and redemption of Restricted Stock Units, the disposition of any Shares received for
Restricted Stock Units, the treatment of gain on the disposition of these Shares, and the treatment of Dividend Equivalents
are subject to the provisions of the Plan and any rules that the Committee may prescribe. The Plan document, as may be
amended from time to time, is incorporated into this Agreement. Capitalized terms used in this Agreement have the
meaning set forth in the Plan, unless otherwise stated in this Agreement. In the event of any conflict between the terms of
the Plan and the terms of this Agreement, the Plan will control. By accepting the Award, you acknowledge that the Plan
and the Plan prospectus, as in effect on the date of this Agreement, have been made available to you for your review.
18. Personal Data.
a.

By entering into this Agreement, and as a condition of the grant of the Restricted Stock Units, you acknowledge
that your personal data is collected, used, and transferred in view of the performance of this Agreement as
described in this Section 18, which is to the full extent permitted by and in full compliance with applicable law.

b.

You understand that your local employer holds, by means of an automated data file, certain personal information
about you, including, but not limited to, name, home address and telephone number, date of birth, social
insurance number, salary, nationality, job title, any shares or directorships held in the Company, details of all
restricted units or other entitlement to shares awarded, canceled, exercised, vested, unvested, or outstanding in
your favor, for the purpose of managing and administering the Plan (“Data”).
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c.

You understand that part or all of your Data may be also collected, used, or held by the Company or its Affiliates
for the purpose of managing and administering this award or any previous award/incentive plans. Specifically,
your Data is transferred to, and/or collected, used, or held by the Compensation & Benefits Department, your
local and regional managers, the Company’s senior executives (e.g., Executive Vice President and Chief Human
Resources Officer), the Committee, and Morgan Stanley. Your Data will be stored for this purpose for seven
years after you cease to be employed by the Company and its Affiliates.

d.

You understand that your local employer will transfer Data to the Company or its Affiliates among themselves as
necessary for the purposes of implementation, administration, and management of your participation in the Plan,
and that the Company or its Affiliates may transfer Data among themselves, and/or each, in turn, further transfer
Data to any third parties assisting the Company in the implementation, administration, and management of the
Plan (the “Data Recipients”).

e.

You understand that the Company or its Affiliates, as well as the Data Recipients, are or may be located in your
country of residence or elsewhere, such as the United States. You authorize the Company or its Affiliates, as
well as the Data Recipients, to receive, possess, use, retain, and transfer Data in electronic or other form, for the
purposes of implementing, administering, and managing your participation in the Plan, including any transfer of
such Data, as may be required for the administration of the Plan and/or the subsequent holding of Shares on your
behalf, to a broker or third party with whom the Shares may be deposited.

f.

You understand that you may show your opposition to the processing and transfer of your Data, and, may at
any time, review the Data or request that any necessary amendments be made to it. To exercise your data
privacy rights, refer to the Company’s Data Privacy Global Policy located on the Intranet at
https://resideoinc.sharepoint.com/sites/FrontDoor/GlobalPolicyManual/Global%2
0Policy%20Manual/2006%20-%20Data%20Privacy%20-%20LEG%20-%20EN.pdf.

g.

As soon as your Data is transferred to a third party Data Recipient (e.g., Morgan Stanley), (i) the Data Recipient
becomes responsible for this Data (as a data controller), (ii) the Data will be subject to the Data Recipient’s
privacy statements and notices, (iii) the Company and its Affiliates will no longer be responsible for the
transferred Data, and (iv) you should refer to the Data Recipient’s statements and notices about its data
protection policies and practices.

19. Discretionary Nature and Acceptance of Award. By accepting this Award, you agree to be bound by the terms of this
Agreement and acknowledge that:
a.

The Company (and not your local employer) is granting these Restricted Stock Units. This Agreement is not
derived from any preexisting labor relationship between you and the Company, but rather from a mercantile
relationship.
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b.

The Company may administer the Plan from outside your country of residence and United States law will govern
all Restricted Stock Units granted under the Plan.

c.

Benefits and rights provided under the Plan are wholly discretionary and, although provided by the Company, do
not constitute regular or periodic payments.

d.

The benefits and rights provided under the Plan are not to be considered part of your salary or compensation
under your employment with your local employer for purposes of calculating any severance, resignation,
redundancy or other end of service payments, vacation, bonuses, long-term service awards, indemnification,
pension or retirement benefits, or any other payments, benefits or rights of any kind. You waive any and all
rights to compensation or damages as a result of the termination of employment with your local employer for any
reason whatsoever insofar as those rights result, or may result, from the loss or diminution in value of such rights
under the Plan or your ceasing to have any rights under, or ceasing to be entitled to any rights under, the Plan as
a result of such termination.

e.

The grant of Restricted Stock Units hereunder, and any future grant of Restricted Stock Units under the Plan, is
entirely voluntary, and at the complete discretion of the Company. Neither the grant of the Restricted Stock
Units nor any future grant by the Company will be deemed to create any obligation to make any future grants,
whether or not such a reservation is explicitly stated at the time of such a grant. The Company has the right, at
any time and/or on an annual basis, to amend, suspend or terminate the Plan; provided, however, that no such
amendment, suspension, or termination will adversely affect your rights hereunder.

f.

The Plan will not be deemed to constitute, and will not be construed by you to constitute, part of the terms and
conditions of employment. Neither the Company nor your local employer will incur any liability of any kind to
you as a result of any change or amendment, or any cancellation, of the Plan at any time.

g.

Participation in the Plan will not be deemed to constitute, and will not be deemed by you to constitute, an
employment or labor relationship of any kind with the Company.

20. Limitations. Nothing in this Agreement or the Plan gives you any right to continue in the employ of the Company or any
of its Affiliates or to interfere in any way with the right of the Company or any Affiliate to terminate your employment at
any time. Payment of your Restricted Stock Units is not secured by a trust, insurance contract or other funding medium,
and you do not have any interest in any fund or specific asset of the Company by reason of this Award or the account
established on your behalf.
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21. Incorporation of Other Agreements. This Agreement and the Plan constitute the entire understanding between you and
the Company regarding the Restricted Stock Units. This Agreement supersedes any prior agreements, commitments or
negotiations concerning the Restricted Stock Units. All capitalized terms used and not defined herein shall have the
meaning given to such terms in the Plan.
22. Severability. The invalidity or unenforceability of any provision of this Agreement will not affect the validity or
enforceability of the other provisions of the Agreement, which will remain in full force and effect. Moreover, if any
provision is found to be excessively broad in duration, scope or covered activity, the provision will be construed so as to be
enforceable to the maximum extent compatible with applicable law.
23. Governing Law. The Plan, this Agreement, and all determinations made and actions taken under the Plan or this
Agreement shall be governed by the internal substantive laws, and not the choice of law rules, of the State of Delaware and
construed accordingly, to the extent not superseded by applicable federal law.
24. Agreement Changes. The Company reserves the right to change the terms of this Agreement and the Plan without your
consent to the extent necessary or desirable to comply with the requirements of Section 409A of the Code, the Treasury
regulations and other guidance thereunder.
25. Successors and Assigns of the Company. The terms and conditions of this Agreement shall be binding upon and shall
inure to the benefit of the Company and its successors and assigns.
26. Acknowledgements. By accepting this Agreement, you agree to the following: (i) you have carefully read, fully
understand and agree to all of the terms and conditions described in this Agreement, the Plan, the Plan’s prospectus and all
accompanying documentation; and (ii) you understand and agree that this Agreement and the Plan constitute the entire
understanding between you and the Company regarding the Restricted Stock Units, and that any prior agreements,
commitments, or negotiations concerning the Restricted Stock Units are replaced and superseded.
27. Award Acceptance. To retain this Award, you must accept it by signing the Agreement below and, by signing this
Agreement, you will be deemed to consent to the application of the terms and conditions set forth in this Agreement and
the Plan. Return the signed Agreement to Steve Kelly, Chief Human Resources Officer.
I Accept:
Joseph Ragan
Print Name

EID

/s/ Joseph Ragan
Signature

11/5/19
Date
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VESTING SCHEDULE TABLE
Vesting Date

Units Vested

Original Award Vesting Schedule (Applicable prior to an Involuntary Termination)
October 29, 2021

19,750

October 29, 2022

19,750

Continued Unit Vesting Schedule (Applicable on or after an Involuntary Termination)
October 29, 2021

6,721

October 29, 2022

5,042

Exhibit 10.27

January 5, 2020
Niccolo de Masi:
Re: Employment Offer
Pursuant to your discussions with the Board, the below terms and conditions will be effective January 7, 2020.
POSITION AND COMPENSATION
Title: You will retain the title of Chief Innovation Officer reporting directly to the CEO. You will no longer serve as President, Products &
Solutions. This modified position will not be considered an Executive officer or Section 16 officer.
Base Salary: You will retain your current annual base salary of $675,000. You will not be eligible for future salary increases.
Annual Long-Term Compensation: While this role will remain as an Eband role, you will not be eligible for future equity grants.
OTHER EXECUTIVE BENEFITS
You will continue to be eligible for the following Executive Benefits:
•

Excess Liability Insurance: You will continue to be eligible for an Excess Liability Insurance policy that provides $5,000,000 of
personal liability umbrella coverage per occurrence.

•

Executive Severance: You will be eligible for severance under the Executive Severance Pay Plan (“Severance Plan”). However,
your eligibility for 18 months of salary continuation will be grandfathered for one year.

INTELLECTUAL PROPERTY AND NON-COMPETITION AGREEMENTS
By accepting the terms of your revised role, you acknowledge and agree that the Noncompete Agreement for Senior Executives that you
signed on or about October 4, 2019 remains in effect.
ADDITIONAL SEVERANCE BENEFITS
In the event your position is eliminated or you are involuntarily terminated other than “for cause” (as that term is defined in the Severance
Plan), you will be eligible for the following additional severance benefits, provided that you (i) execute a new intellectual property/trade
secrets agreement that is reasonably acceptable to you and Resideo, which will reference your right to own intellectual property related to
your special purpose acquisition corporation to the extent determined by Resideo not to be in conflict with your obligations to Resideo, (ii)
maintain compliance with all of your obligations under your

Non-Compete Agreement, as well as all confidentiality, conduct, non-disclosure and non-disparagement obligations applicable to you under
agreement to which you are a party, the company’s code of conduct and other policies and your duties as an employee during your period
of continued employment and (iii) you remain in compliance with the covenants applicable under the Severance Plan and your NonCompete Agreement once your employment has terminated:

a.
b.
c.

Continued vesting of your full November 18, 2018 BoD equity grant (commonly referred to as the ‘founder’s grant’);
If such a termination were to occur prior to March 14, 2020, you will remain eligible for your 2019 bonus payment
based on actual results plus an additional 10% (of the eligible 20%) for personal performance against your objectives;
and
Prorated bonus eligibility for the portion of the calendar year worked based on actual results plus an additional 10%
(of the eligible 20%) for personal performance against your objectives.

For the avoidance of doubt, equity awards issued to you in February 2019 shall be subject to pro-rated accelerated vesting upon
termination as outlined in the applicable stock incentive plan and award agreements.
This arrangement and the incremental severance rights are contingent upon your resignation from the board by close of business on Jan 6th.
ACCEPTANCE OF OFFER
Please indicate your acceptance of this offer by signing this offer letter and returning it to Steve Kelly, Chief Human Resources Officer.

Niccolo de Masi
Print Name

/s/ Niccolo de Masi
Signature

January 6, 2020
Date

Resignation
2020.

I hereby resign as a member of the Resideo Technologies, Inc. Board of Directors effective at the close of business on January 6,

/s/ Niccolo de Masi
Niccolo de Masi
Date:

January 6, 2020

Exhibit 10.28
2018 STOCK PLAN FOR
NON-EMPLOYEE DIRECTORS OF RESIDEO TECHNOLOGIES, INC.
AMENDED AND RESTATED RESTRICTED STOCK UNIT AGREEMENT
This AMENDED AND RESTATED RESTRICTED STOCK UNIT AGREEMENT (as amended and restated, this “Agreement”) is
entered into effective as of January 6, 2020 (the “Effective Date”) between Resideo Technologies, Inc. (the “Company”) and Niccolo
De Masi (“Director”) and amends and restates the terms and conditions of the original Restricted Stock Unit Agreement entered into
effective as of November 16, 2018 (the “Original Award Date”) between the Company and Director.
1.

Grant of Award. The Company has granted you 11,157 Restricted Stock Units, as of the Original Award Date, subject to the
terms of this Agreement and the terms of the 2018 Stock Plan for non-Employee Directors of Resideo Technologies, Inc. (the
“Plan”). The Company will hold the Restricted Stock Units in a bookkeeping account on your behalf until they become
payable or are forfeited or cancelled.

2.

Rights as a Shareholder. You shall have no rights as a stockholder of the Company with respect to any Shares of Common
Stock covered by or relating to the Restricted Stock Units until such Shares are actually delivered to you. For purposes of
clarification, you shall not have any voting or dividend rights with respect to the Shares of Common Stock underlying the
Restricted Stock Units unless and until such Shares are actually delivered to you.

3.

Dividend Equivalents. Except as otherwise determined by the Committee, in its sole discretion, you will earn Dividend
Equivalents in an amount equal to the value of any ordinary cash or Common Stock dividends paid by the Company upon one
Share of Common Stock for each unvested Restricted Stock Unit, which may be credited in cash or Common Stock as
determined by the Committee in such manner as the Committee may determine from time to time and will be subject to the
same vesting provisions as apply to the Restricted Stock Units to which such Dividend Equivalents relate.

4.

Payment Amount. Each Restricted Stock Unit represents one (1) Share of Common Stock.

5.

Vesting. Except in the event of the termination of your directorship due to death, the incurrence of a Disability or an
Involuntary Termination (as defined in Section 9), or the occurrence of a Change in Control, the Restricted Stock Units will
vest as provided on the attached Vesting Schedule Table (each, a “Scheduled Vesting Date”), which is incorporated into, and
made a part of, this Agreement. Each applicable vesting date of all or any portion of this Award, including but not limited to
Scheduled Vesting Dates, shall be referred to herein as a “Vesting Date”.

6.

Form and Timing of Payment. Vested Restricted Stock Units will be redeemed solely for Shares. Payment of vested
Restricted Stock Units will be made as soon as practicable following the applicable Vesting Date but in no event later than two
and one-half (2-1/2) months following the end of the calendar year in which the applicable Vesting Date occurs. As
determined by the Company in its sole discretion prior to the vesting date, any fractional Shares may be paid in cash or
rounded up or down to the nearest whole Share.
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7.

Termination of Directorship. If you cease to be a director of the Company prior to the final Scheduled Vesting Date for any
reason other than your death, Disability or Involuntary Termination, any Restricted Stock Units that have not vested as of the
date of the termination of your directorship will immediately be forfeited, and your rights with respect to these Restricted
Stock Units will end.

8.

Death or Disability. Prior to the final Scheduled Vesting Date, if you cease to be a director of the Company because of your
death or Disability, any vesting restrictions on Restricted Stock Units will lapse, and payment will be made in accordance with
Section 6. If you die (i) before the final Scheduled Vesting Date and (ii) on or after an Involuntary Termination, any vesting
restrictions on Restricted Stock Units will lapse, and payment will be made in accordance with Section 6. If you are deceased,
the Company will make a payment to your estate only after the Committee has determined that the payee is the duly appointed
executor or administrator of your estate.

9.

Involuntary Termination. Prior to the final Scheduled Vesting Date, if you incur an involuntary termination of service
pursuant to the terms of that certain Separation Agreement and Release to be entered into by you and the Company (such
agreement, the “Separation Agreement” and such involuntary termination of service in accordance with the terms and
conditions of this Section 9, an “Involuntary Termination”), and you execute the Separation Agreement in accordance with its
terms, then your unvested Restricted Stock Units will continue to vest in accordance with the terms of this Agreement,
provided that on each applicable Scheduled Vesting Date you are in compliance with each of the terms and conditions of both
this Agreement and the Separation Agreement.

10. Change in Control. Notwithstanding anything herein to the contrary, in the event of a Change in Control (as defined in the
Plan), Restricted Stock Units that have not vested or terminated as of the date of Change in Control will immediately vest.
11. Withholdings. The Company shall have the power and the right to deduct or withhold, or require you to remit, prior to any
issuance or delivery of Shares underlying Restricted Stock Units, an amount sufficient to satisfy taxes imposed under the laws
of any country, state, province, city or other jurisdiction, including but not limited to income taxes, capital gain taxes, transfer
taxes, and social security contributions, and National Insurance Contributions, that are required by law to be withheld as
determined by the Company.
12. Transfer of Award. You may not transfer the Restricted Stock Units or any interest in such Units except by will or the laws
of descent and distribution or except as otherwise permitted by Section 12 of the Plan. Any other attempt to dispose of your
interest will be null and void.
13. Restrictions on Payment of Shares. Payment of Shares for your Restricted Stock Units is subject to the conditions that, to the
extent required at the time of settlement, (i) the Shares underlying the Restricted Stock Units will be duly listed, upon official
notice of redemption, upon the New York Stock Exchange, and (ii) a Registration Statement under the Securities Act of 1933
with respect to the Shares will be effective. The Company will not be required to deliver any Common Stock until all
applicable federal and state laws and regulations have been complied with and all legal matters in connection with the issuance
and delivery of the Shares have been approved by counsel for the Company.
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14. Adjustments. Any adjustments to the Restricted Stock Units will be governed by Section 9 of the Plan.
15. Disposition of Securities. By accepting the Award, you acknowledge that you have read and understand the Company’s
policy, and are aware of and understand your obligations under applicable securities laws in respect of trading in the
Company’s securities. The Company will have the right to recover, or receive reimbursement for, any compensation or profit
you realize on the disposition of Shares received for Restricted Stock Units to the extent that the Company has a right of
recovery or reimbursement under applicable securities laws.
16. Plan Terms Govern. The vesting and redemption of Restricted Stock Units, the disposition of any Shares received for
Restricted Stock Units, the treatment of gain on the disposition of these Shares, and the treatment of Dividend Equivalents are
subject to the provisions of the Plan and any rules that the Committee may prescribe. The Plan document, as may be amended
from time to time, is incorporated into this Agreement. Capitalized terms used in this Agreement have the meaning set forth in
the Plan, unless otherwise stated in this Agreement. In the event of any conflict between the terms of the Plan and the terms of
this Agreement, the Plan will control. By accepting the Award, you acknowledge that the Plan and the Plan prospectus, as in
effect on the date of this Agreement, have been made available to you for your review.
17. Personal Data.
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a.

By entering into this Agreement, and as a condition of the grant of the Restricted Stock Units, you acknowledge
that your personal data is collected, used, and transferred in view of the performance of this Agreement as
described in this Section 17, which is to the full extent permitted by and in full compliance with applicable law.

b.

You understand that the Company holds, by means of an automated data file, certain personal information
about you, including, but not limited to, name, home address and telephone number, date of birth, social
insurance number, salary, nationality, job title, any shares or directorships held, details of all Restricted Stock
Units or other entitlement to shares awarded, canceled, exercised, vested, unvested, or outstanding in your
favor, for the purpose of managing and administering the Plan (“Data”).

c.

You understand that part or all of your Data may be also collected, used, or held by the Company or its
subsidiaries or affiliates (“Affiliates”) for the purposes of managing and administering this award or any
previous award/incentive plans. Specifically, your Data is transferred to, and/or collected, used, or held by the
Corporate Executive Compensation Department, the Company’s senior executives (e.g., SVP-HR, CEO,
Corporate Secretary’s office), the Committee, the Committee’s compensation consultant, and Morgan Stanley.
The Company stores your Data for this purpose until the last vesting date described in this Agreement.
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d.

You understand that the Company and its Affiliates will transfer Data among themselves as necessary for the
purposes of implementation, administration, and management of your participation in the Plan, and that the
Company or its Affiliates may transfer data among themselves, and/or each, in turn, further transfer Data to any
third parties assisting the Company in the implementation, administration, and management of the Plan (the
“Data Recipients”).

e.

You understand that the Company or its Affiliates, as well as the Data Recipients, are or may be located in your
country of residence or elsewhere, such as the United States. You authorize the Company or its Affiliates, as
well as the Data Recipients, to receive, possess, use, retain, and transfer Data in electronic or other form, for the
purposes of implementing, administering, and managing your participation in the Plan, including any transfer
of such Data, as may be required for the administration of the Plan and/or the subsequent holding of Shares on
your behalf, to a broker or third party with whom the Shares may be deposited.

f.

You understand that you may show your opposition to the processing and transfer of your Data, and, may at
any time, review the Data or request that any necessary amendments be made to it. To exercise your data
privacy rights, refer to the Company’s Data Privacy Global Policy located at
https://resideoinc.sharepoint.com/sites/FrontDoor/GlobalPolicyManual/Global%2
0Policy%20Manual/2006%20-%20Data%20Privacy%20-%20LEG%20-%20EN. pdf

g.

As soon as your Data is transferred to a third party Data Recipient (e.g., Morgan Stanley or the Committee’s
compensation consultant), (i) the Data Recipient becomes responsible for this Data (as a data controller), (ii)
the Data will be subject to the Data Recipient’s privacy statements and notices, (iii) the Company and its
Affiliates will no longer be responsible for the transferred Data, and (iv) you should refer to the Data
Recipient’s statements and notices about its data protection policies and practices.

18. Discretionary Nature and Acceptance of Award. By accepting this Award, you agree to be bound by the terms of this
Agreement and acknowledge that:
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a.

The Company is granting your Restricted Stock Units, and this Agreement is not derived from any preexisting
labor relationship between you and the Company, but rather from a mercantile relationship.

b.

The Company may administer the Plan from outside your country of residence and United States law will
govern all Restricted Stock Units granted under the Plan.

c.

Benefits and rights provided under the Plan do not constitute regular or periodic payments.
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19. Limitations. Payment of your Restricted Stock Units is not secured by a trust, insurance contract or other funding medium,
and you do not have any interest in any fund or specific asset of the Company by reason of this Award or the account
established on your behalf.
20. Incorporation of Other Agreements. This Agreement and the Plan constitute the entire understanding between you and the
Company regarding the Restricted Stock Units. This Agreement supersedes any prior agreements, commitments or
negotiations concerning the Restricted Stock Units. All capitalized terms used and not defined herein shall have the meaning
given to such terms in the Plan.
21. Severability. The invalidity or unenforceability of any provision of this Agreement will not affect the validity or
enforceability of the other provisions of the Agreement, which will remain in full force and effect. Moreover, if any provision
is found to be excessively broad in duration, scope or covered activity, the provision will be construed so as to be enforceable
to the maximum extent compatible with applicable law.
22. Governing Law. The Plan, this Agreement, and all determinations made and actions taken under the Plan or this Agreement
shall be governed by the internal substantive laws, and not the choice of law rules, of the State of Delaware and construed
accordingly, to the extent not superseded by applicable federal law.
23. Agreement Changes. The Company reserves the right to change the terms of this Agreement and the Plan without your
consent to the extent necessary or desirable to comply with the requirements of Section 409A of the Code, the Treasury
regulations and other guidance thereunder.
24. Acknowledgements and Acceptance. You agree that: (i) you have carefully read, fully understand and agree to all of the terms
and conditions described in this Agreement, the Plan, the Plan’s prospectus and all accompanying documentation; and (ii) you
understand and agree that this Agreement and the Plan constitute the entire understanding between you and the Company
regarding the Restricted Stock Units, and that any prior agreements, commitments or negotiations concerning the Restricted
Stock Units are replaced and superseded.
To retain this Award, you must accept it by signing the Agreement below and, by signing this Agreement, you will be deemed
to consent to the application of the terms and conditions set forth in this Agreement and the Plan. Return the signed Agreement
to Steve Kelly, Chief Human Resources Officer.
/s/ Niccolo De Masi
Niccolo De Masi
January 6, 2020
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Vesting Schedule Table
Scheduled Vest Date
November 16, 2021
November 16, 2022
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Units Vested (Quantity)
5,578
5,579

Exhibit 10.29

Date:

January 22, 2020

To:

Mike Nefkens

From:

Steve Kelly

Subject:

Employment Separation Agreement and Release

This Employment Separation Agreement and Release (“Agreement and Release”) confirms our mutual understanding regarding your
rights and benefits under the Resideo Technologies, Inc. Severance Plan for Designated Officers (“Officer Severance Plan”) incident
to your termination of employment with Resideo Technologies, Inc., its predecessor companies, affiliates, subsidiaries and business
units, past and present (“Resideo” or the “Company”). By signing this Agreement and Release, you hereby acknowledge that these
benefits are in full satisfaction of all rights to termination or severance related benefits for which you may have been eligible or may
claim to be eligible under any agreement or promise, whether written or oral, express or implied, or any Company sponsored
severance plan (including the Officer Severance Plan) or program.
Date of Termination
You have been informed of your termination of employment from the Company. Your last day of work (“Last Day of Active
Employment”) shall be either:
(i)

on a date determined in the discretion of the Board of Directors, likely after the Company engages a new
President and Chief Executive Officer, in which case you shall be eligible for Severance Pay and Additional
Benefits as described below; or

(ii)

on a date selected by you, but in no event less than sixty (60) days after the date you submit a fully executed
version of Exhibit A, in which case you shall be eligible for Severance Pay only, and forfeit any eligibility for
the Additional Benefits described below.

You agree that, as of your Last Day of Active Employment, you may be removed from all positions that you hold as an Officer or
Director of the Company and its affiliates. Should you voluntarily resign without providing the notice required in Exhibit A, you are
no longer eligible for either the Severance Pay or Additional Benefits as defined below.
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Severance Pay
Provided you sign and return (i) this Agreement and Release in the form provided to you and do not revoke it (if applicable), and (ii)
a subsequent release of claims substantially identical to the addendum attached hereto as Exhibit B (the “Addendum”), you shall
receive twenty-four (24) months of base salary continuation (“Salary Continuation Period”) following your Last Day of Active
Employment. Your Salary Continuation Period shall extend for twenty-four months beginning on the day after your Last Day of
Active Employment.
These salary continuation payments are hereinafter referred to as “Severance Pay.”
As a general rule, the Company will not begin the payment of your Severance Pay until after you have signed and returned this
Agreement and Release and the Addendum in the form provided and have not revoked the same (if applicable). Thus, you may
experience an interruption in pay after your Last Day of Active Employment. In such case, your Severance Pay shall commence
when the duly executed Agreement and Release and Addendum have been returned and any revocation period has expired. Any
arrearages shall be paid retroactively as soon as administratively practicable. Notwithstanding the foregoing, the Company reserves
the right, in its sole discretion, to continue your Severance Pay while you review this Agreement and Release and Addendum,
provided that this Severance Pay shall in no event be construed as a waiver by the Company of the provision in the Officer Severance
Plan making benefits contingent on execution of a release of claims in favor of the Company.
It is intended that this Agreement and Release be administered in compliance with section 409A of the Internal Revenue Code of
1986 (the “Code”), including, but not limited to, any future amendments to Code Section 409A, and any other Internal Revenue
Service or other governmental rulings or interpretations issued pursuant to Section 409A (together, “Section 409A”) so as not to
subject you to payment of interest or any additional tax under Section 409A. The parties intend for any payments under this
Agreement and Release either to satisfy the requirements of Section 409A or to be exempt from the application of Section 409A, and
this Agreement and Release shall be construed and interpreted accordingly. In furtherance thereof, if in the determination of the
company, a payment or provision of any amount or benefit hereunder that is subject to Section 409A at the time specified herein
would subject such amount or benefit to any additional tax under Section 409A, the payment or provision of such amount or benefit
shall be postponed to the earliest commencement date on which the payment or provision of such amount or benefit can be made
without incurring such additional tax. In addition, to the extent that Section 409A or any Internal Revenue Service guidance issued
under Section 409A would result in you being subject to the payment of interest or any additional tax under Section 409A, the parties
agree, to the extent reasonably possible, to amend this Agreement and Release to avoid the imposition of any such interest or
additional tax under Section 409A, which amendment shall minimize any negative economic effect on you and be reasonably
determined in good faith by the Company and you.
Provided that you have signed and returned this Agreement and Release and the Addendum in the form provided (and you did not
revoke the same, if applicable), in the event of your death after your Last Day of Active Employment, payment of any remaining
Severance Pay owing under this Agreement and Release will be made to your estate.
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Your Severance Pay and Salary Continuation Period may be reduced to the extent necessary to enable the Company to recover any
amounts you owe to the Company (other than properly documented business expenses) including, without limitation, unpaid bills
under a Company corporate credit card program.
Additional Benefits
In addition to the benefits to which you are entitled under the Officer Severance Plan, you shall be entitled to the following benefit(s)
(“Additional Benefits”), provided that (i) you sign and return this Agreement and Release and the Addendum in the form provided to
you (and you do not revoke the same, if applicable); and (ii) your Last Day of Active Employment is on a date determined by the
Board of Directors (and not on a date selected by you):
1.

Restricted Units. Notwithstanding the terms of the 2018 Stock Incentive Plan of Resideo Technologies, Inc. and its
Affiliates (“Stock Incentive Plan”), continued vesting of all Restricted Stock Units (“RSUs”) issued to you on October 29,
2018. In order to effectuate such continued vesting, you will be required to sign an amended award agreement prior to
your Last Day of Active Employment;
For the avoidance of doubt, equity awards issued to you in February 2019 shall be subject to pro-rated accelerated vesting
upon termination as outlined in the Amended and Restated 2018 Stock Incentive Plan of Resideo Technologies, Inc. and its
Affiliates;

2.

2019 RBP Payment. Regardless of whether you are employed when payment is made under the Resideo Bonus Plan, you
shall receive a bonus for the 2019 performance year calculated by: (i) multiplying your base salary by your target incentive
percentage of 140% and (ii) multiplying that product by the sum of total payout percentage for financial components plus
10% to represent individual performance;

3.

2020 RBP Payment. Notwithstanding the terms of the Resideo Bonus Plan, you shall receive a pro-rated bonus for the
2020 performance year calculated by: (i) multiplying your base salary by your target incentive percentage of 140% and (ii)
multiplying the product by a fraction, the numerator being the number of days you were employed during the performance
year and the denominator being 366. This pro-rated bonus shall be paid within thirty (30) days following your Last Day of
Active Employment. For the avoidance of doubt, there will be no change to your base salary during 2020;

4.

2020 Equity Grant. As part of the annual grant process, you will receive a grant of $1,433,000 in RSUs that will vest at a
rate of 1/12th per month from the actual grant date through either three (3) months following the grant date OR your Last
Day of Active Employment, whichever is later. Vesting for any partial month will be pro-rated. For the avoidance of
doubt, RSUs granted in 2020 shall not be subject to accelerated vesting upon termination, and you will not be granted any
stock options, performance stock units or other equity prior to your Last Day of Active Employment; and
Page 3 of 19

Resideo Internal

5.

Consulting Agreement. At the conclusion of the Salary Continuation Period, the Company will engage you to provide
consulting services for twelve (12) months for a fee of $200,000 (to be paid in monthly installments of $16,666.67). It is
anticipated that in no event shall the services you provide during the consulting period exceed twenty percent (20%) of
your current level of service.

All Severance Pay and Additional Benefits are subject to federal, state and other applicable taxes and withholdings. Such taxes
include, but are not limited to, FICA taxes on the value of the RSUs described above, which shall be due upon the execution of this
agreement and shall be withheld from your Severance Pay.
Change in Control
If there is a Change in Control (“CIC”), as that term is defined in the Officer Severance Plan, prior to your Last Day of Active
Employment, and within two (2) years following such CIC you experience an involuntary termination (other than for Cause) or you
experience a separation for Good Reason, as those terms are defined in the Officer Severance Plan, the Severance Pay and Additional
Benefits described above shall be modified as follows:
1.

Severance Pay. Severance Pay shall be an amount equal to twenty-four (24) months of base pay plus two times your
annual target incentive payment, paid in accordance with the payment timing rules for a CIC under the Officer
Severance Plan.

2.

Additional Benefits.
a.

Restricted Units. The RSUs issued to you on October 29, 2018 shall vest in accordance with the change in
control provisions of the Stock Incentive Plan and applicable award agreement.

b.

2019 RBP Payment. No modification.

c.

2020 RBP Payment. No modification.

d.

2020 Equity Grant. The RSUs issued to you as part of the 2020 annual grant process shall vest in
accordance with the change in control provisions of the Stock Incentive Plan and applicable award
agreement; and

e.

Consulting Agreement. In the event your Severance Pay is paid in a lump sum, the consulting agreement
shall commence within 30 days following such payment.

For avoidance of doubt, the above does not create any obligation on the part of the Company to continue your employment while a
CIC is being contemplated, discussed or negotiated.
Consideration for the Release
The Severance Pay and, in the event the Board of Directors determines your Last Day of Active Employment, the Additional
Benefits (the “Consideration”) are something of value that will be available to you only in return for your signed Agreement and
Release and the Addendum in the form provided to you (and you do not revoke the same, if applicable). If you choose not to sign
this Agreement and Release or the Addendum in the form provided to you, you will not be entitled to the Consideration.
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Contingencies
In order to receive the Consideration under this Agreement and Release, you must (i) sign this Agreement and Release in the form
provided no later than February 15, 2020 and return it to Steve Kelly at 901 E. 6th Street, Austin, TX 78702, within five (5) business
days of the date on which you signed it, (ii) sign the Addendum no earlier than your Last Day of Active Employment and no later
than twenty-four days following your Last Day of Active Employment and return it to Steve Kelly at 901 E. 6th Street, Austin, TX
78702, within five (5) business days of the date on which you signed it; and (iii) maintain a standard of job performance reasonably
consistent with your prior performance standards through your Last Day of Active Employment.
In the event that before the end of your Salary Continuation Period you (i) accept a position with the Company as an employee, or
(ii) return to work at Resideo as a leased employee, contingent worker, consultant or independent contractor, all Consideration under
this Agreement and Release will terminate as of the date your reemployment or assignment with the Company commences. In such
event, all Consideration paid to you before your reemployment or assignment with the Company commences shall be considered to
be valuable legal consideration to which you were not otherwise entitled and the Release of Claims and Confidentiality provisions of
this Agreement and Release shall remain in effect and fully enforceable.
If you materially breach of any of the terms of this Agreement and Release (including any intellectual property or noncompetition
agreements to which you may be subject, and which are hereby incorporated by reference ), you (a) shall forfeit all right to future
benefits under this Agreement and Release as of the date of the breach; (b) must repay all benefits previously received pursuant to
this Agreement and Release upon the Company’s demand; and (c) must pay reasonable attorneys’ fees and all other costs incurred as
a result of your breach. However, ten percent (10%) of the cash severance benefits received will be exempt from this repayment
provision and will constitute consideration for the Release of Claims set forth below. Provided, however, this subparagraph shall not
be applicable to challenges to the validity of this Agreement and Release or Addendum under the Age Discrimination in Employment
Act or Older Workers Benefit Protection Act, nor will the Company seek any damages of any sort against you for having made such
a challenge.
Release of Claims
In exchange for the Consideration, you do hereby waive and do hereby release, knowingly and willingly, Resideo Technologies, Inc.,
its future parent corporations, its predecessor companies, its past, present and future divisions, subsidiaries, affiliates and related
companies and their successors and assigns and all past, present and future directors, officers, employees and agents of these entities,
personally and as directors, officers, employees and agents (collectively the “Resideo Group”), from any and all claims of any nature
whatsoever you have arising out of your employment and/or the termination of your employment with the Resideo Group, known or
unknown, including but not limited to any claims you may have under federal, state, local or non-U.S. employment, labor, or antidiscrimination laws, statutes and case law and specifically claims arising under the federal Age Discrimination in Employment Act of
1967, the Civil Rights Acts of 1866 and 1964, the Americans with Disabilities Act of 1990, Executive Order 11246, the Employee
Retirement Income Security Act of 1974 (“ERISA”), the Family and Medical Leave Act of 1993, the Rehabilitation Act of 1973, the
Fair Labor Standards Act, the Labor-Management Relations Act, the Equal Pay Act of 1963, the Fair
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Credit Reporting Act, the Pregnancy Discrimination Act, the Uniformed Services Employment and Reemployment Rights Act of
1994, the Occupational Safety and Health Act, the Worker Adjustment Retraining and Notification Act (all such statutes, as
amended), the Texas Employment Discrimination Law, the Texas Disability Discrimination Law, the Texas Commission on Human
Rights Act, the Texas Law on Communicable Diseases, the Texas Constitution, Texas common law, and any and all other applicable
state, county or local statutes, ordinances or regulations including claims for attorneys’ fees; provided, however, that this release does
not apply to claims under ERISA Section 502(a)(1)(B) for benefits under Resideo Group sponsored benefit plans covered under
ERISA (other than claims for severance and severance related benefits), does not apply to claims arising out of obligations expressly
undertaken in this Agreement and Release, does not apply to claims for government-provided unemployment benefits or workers
compensation benefits (although you hereby warrant that you have fully disclosed and reported to the Company any and all workrelated injuries), does not apply to claims that cannot be waived as a matter of law, and does not apply to claims arising out of any act
or omission occurring after the date you sign this Agreement and Release. All claims, including contingent claims, for incentive
compensation awards under any Resideo Group plan or payroll practice, along with any claims under any state wage and hour laws,
are specifically subject to this release of claims. Any rights to benefits (other than severance benefits) under Resideo Group
sponsored benefit plans are governed exclusively by the written plan documents.
Notwithstanding the foregoing, nothing in this Agreement and Release (or any exhibit or attachment thereto) is intended to
or shall be construed to prevent you from (i) filing an administrative charge or otherwise communicating with or reporting
possible violations of law to any federal, state or local government office, official or agency; or (ii) reporting any accounting,
internal accounting control, or auditing matter to any federal regulatory agency, any federal law enforcement agency, any
Member of Congress or any committee or subcommittee of Congress; and (iii) engaging in any activity protected by the
Sarbanes-Oxley Act (18 U.S.C. § 1514A) or the National Labor Relations Act.
By virtue of the foregoing, you agree that you have waived any damages and other relief available to you (including, without
limitation, monetary damages, equitable relief and reinstatement) with respect to any claim or cause of action released in this
Release of Claims section. Therefore, you agree that you will not accept any award or settlement from any source or
proceeding (including, but not limited to, any proceeding brought by any other person or by any governmental agency) with
respect to any claim or right waived in this Agreement and Release.
You acknowledge and understand that you have accepted the Consideration referenced in this Agreement and Release in full
satisfaction of all claims and obligations of the Resideo Group to you regarding any matter or incident up to the date you
execute this Agreement and Release (except to the extent expressly excepted from the terms of this Agreement and Release)
and you affirmatively intend to be legally bound thereby.
You hereby agree and acknowledge that you are not entitled to receive any additional payments or benefits from the Resideo
Group related to your employment or termination of employment other than as expressly provided herein.
You further acknowledge and agree that as a material term and condition of this Agreement and Release and as further
consideration for the benefits hereunder, you agree that no earlier
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than your Last Day of Active Employment and no later than twenty-four days after your Last Day of Active Employment,
you will deliver to Steve Kelly a signed copy of the Addendum (and you will not revoke same).
Claims Warranties
You represent and warrant that you are not aware of any facts that would establish, tend to establish or in any way support an
allegation that any member of the Resideo Group has engaged in conduct that you believe could violate (1) any provision of federal
law relating to fraud (including but not limited to the Sarbanes-Oxley Act, the Dodd-Frank Wall Street Reform and Consumer
Protection Act (“Dodd-Frank Act”) and/or any state or local counterpart); (2) any rule or regulation of the Securities and Exchange
Commission; (3) the federal False Claims Act and/or any state or local or municipal qui tam counterpart (which prohibit the
presentation by the Company or any affiliate of false claims and statements or the creation of false records or statements in order to
obtain payment of federal, state, county or municipal funds, or to avoid refunds of such government funds); and (4) any other federal,
state or local law.
Cooperation and Nondisclosure
In further exchange for the Consideration you receive under this Agreement and Release, you agree to cooperate fully with the
Company in any matters that have given or may give rise to a legal claim against the Company, and of which you are knowledgeable
as a result of your employment with the Company. This requires you, without limitation, to (i) make yourself available upon
reasonable request to provide information and assistance to the Company on such matters without additional compensation, except
for your out of pocket costs, (ii) maintain the confidentiality of all Company privileged information including, without limitation,
attorney-client privileged communications and attorney work product, unless disclosure is expressly authorized by the Company’s
Law Department, and (iii) notify the Company promptly of any requests to you for information from any third party (excluding
government entities), related to any pending or potential legal claim or litigation involving the Company, reviewing any such request
with a designated representative of the Company prior to disclosing any such information, and permitting a representative of the
Company to be present during any communication of such information.
Nothing in this Agreement and Release prohibits you from reporting possible violations of federal law or regulation to any
governmental agency or entity including, but not limited to, the Department of Justice, the Securities and Exchange
Commission, the Congress, and any Inspector General, or making other disclosures that are protected under the
whistleblower provisions of federal law or regulation. You do not need the prior authorization of the Law Department to
make any such reports or disclosures and you are not required to notify the Company that you have made such reports or
disclosures.
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Non-Disparagement
At no time on or after the date hereof will you make any statement, publicly or privately (other than to your spouse and legal
advisors), which would be disparaging (as defined below) to the Resideo Group, businesses, management, products, customers,
strategies, prospects, image, tradecraft, practices, office environment, culture, condition, or reputation or that of directors, employees,
officers or members; provided, however, that (i) nothing contained in any provision of this Agreement and Release shall preclude you
from making any statement in good faith which is required by any applicable law or regulation or the order of a court or other
governmental body or initiating or cooperating with any official government investigation, and (ii) on or prior to your Last Day of
Active Employment it shall not be considered a violation of this Agreement and Release to provide evaluations of the operations of
the Company or its employees to the Board of Directors or to provide performance evaluations to those Company employees who
report directly to you.
Resideo typically does not provide references. Rather, Resideo will typically confirm dates of employment and last job title only,
except if required by applicable law, regulation or court order otherwise.
For purposes of this Agreement and Release, the term “disparaging” shall mean any statement or representation (whether oral or
written and whether true or untrue) that, directly or by implication, tends to create a negative, adverse or derogatory impression about
the subject of the statement or representation or that is intended to harm the reputation of the subject of the statement or
representation. For the avoidance of doubt, you agree that you will not write or contribute to a book, article or other media
publication, whether in written or electronic format, that is in any way descriptive of the Resideo Group or your career with the
Company without submitting a draft thereof, at least thirty (30) days in advance, to the Company’s Executive Vice President and
General Counsel, whose judgment about whether such book, article or other media publication is disparaging shall be determinative.
Indemnification
Resideo will indemnify you and will continue to indemnify you after your Last Day of Active Employment, to the extent permitted
by law and Resideo’s certificate of incorporation and by-laws, for acts and omissions committed in the exercise of your duties as an
officer of the Company. Consistent with this obligation, the Company will advance indemnification expenses on your behalf,
provided you sign an undertaking to repay all such amounts if it shall be ultimately determined by final judicial decision that you are
not entitled to indemnification.
Confidentiality
You agree not to disclose or cause any other person to disclose to third parties, including employees of the Company, the terms of
this Agreement and Release; provided, however, that (i) you have the right to disclose the terms of this Agreement and Release to
your spouse, your financial/tax advisor, your attorney, and in response to a governmental inquiry, including a governmental tax audit
or a judicial subpoena, or as otherwise required by law; and (ii) you may respond to any inquiry regarding the terms of this
Agreement and Release by directing the inquiring party to the Company’s related 8-K filings. If you disclose the terms of this
Agreement and Release to any of the foregoing, you agree to instruct such persons to maintain the confidentiality thereof. You
understand that your breach of
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this confidentiality provision shall excuse the Company from performing further under this Agreement and Release. You agree that
neither this Agreement and Release nor any version of this Agreement and Release shall be admissible in any forum as evidence
against the Company or you except in a proceeding to challenge or enforce this Agreement and Release. This Agreement and
Release does not constitute an admission of wrongdoing by either party.
You acknowledge and agree that any agreements signed by you relating to intellectual property and confidential information acquired
by you as a result of your employment with the Company remain in full force and effect and place legal obligations upon you that
continue beyond your employment with the Company. Such agreements include but are not limited to the Resideo Technologies Inc.
Noncompete Agreement for Senior Executives, signed by you on or about October 17, 2019. In further exchange for the
Consideration you receive under this Agreement and Release, you agree to abide by the confidentiality, non-solicitation and
intellectual property covenants set forth in Exhibit C attached hereto with respect to knowledge acquired during your employment
with the Company. You hereby agree that the covenants appearing at Exhibit C are a material part of this Agreement and Release.
You may not be held criminally or civilly liable under any federal or state trade secret law for the disclosure of a trade secret that is
made (a) in confidence to a federal, state or local government official, either directly or indirectly, or to an attorney if such disclosure
is made solely for the purpose of reporting or investigating a suspected violation of law or for pursuing an anti-retaliation lawsuit; or
(b) in a complaint or other document filed in a lawsuit or other proceeding, if such filing is made under seal and you do not disclose
the trade secret except pursuant to a court order.
Severability; Entire Agreement; No Oral Modifications; No Waivers
Should any of the provisions of this Agreement and Release (other than the Release of Claims provision) be determined to be invalid
by a court of competent jurisdiction, the parties agree that this shall not affect the enforceability of the other provisions of the
Agreement and Release. In such case, the parties shall renegotiate the invalidated provision(s) in good faith to effectuate its/their
purpose and to conform the provision(s) to applicable law. This Agreement and Release and any Company agreement(s) you have
signed relating to noncompetition, intellectual property and confidential information constitute a single integrated contract expressing
the entire agreement of the parties with respect to the subject matter hereof and supersedes all prior and contemporaneous oral and
written agreements and discussions with respect to the subject matter hereof. This Agreement and Release may be amended or
modified only by an agreement in writing. The failure by the Company to declare a breach or otherwise to assert its rights under this
Agreement and Release shall not be construed as a waiver of any right the Company has under this Agreement and Release.
This Agreement and Release may be executed in counterparts by electronic means (including scanning, photocopying and facsimile),
all of which taken together shall constitute an instrument enforceable and binding upon the parties. In addition, the use of scanned or
facsimile signatures for the execution of this Agreement and Release shall be legal and binding and shall have the same full force and
effect as if originally signed.
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Return of Company Property
You hereby covenant that you have returned, or will return no later than your Last Day of Active Employment, all Company
property, including all electronic devices, documents and electronic data.
Clawback Rights
You hereby acknowledge and agree that, notwithstanding any other provision of this Agreement and Release to the contrary, no
contractual provision or legal requirement relating to recoupment or clawback by the Company of any amount in the nature of
compensation shall be affected by your separation of employment or the payments contemplated hereby, and all such provisions and
requirements shall remain in effect and enforceable in accordance with their terms after the date hereof.
Choice of Law
This Agreement and Release shall be governed by, and construed in accordance with, the laws of the State of New York, without
reference to principles of conflict of laws. You hereby consent to the exclusive jurisdiction and venue in the federal courts of the
State of New York for the resolution of all disputes arising under, or relating to, this Agreement and Release.
Acknowledgments and Certifications
You acknowledge and certify that you:
(a)

have read and understand all of the terms of this Agreement and Release and do not rely on any representation or
statement, written or oral, not set forth in this Agreement and Release;

(b)

are signing this Agreement and Release knowingly and voluntarily;

(c)

have been advised to consult with an attorney before signing this Agreement and Release;

(d)

have the right to consider the terms of this Agreement and Release for at least 21 days and if you take fewer than 21
days to review this Agreement and Release, you hereby waive any and all rights to the balance of the 21 day review
period; and

(e)

have the right to revoke this Agreement and Release within 7 days after signing it, by providing written notice of
revocation to Steve Kelly, Chief Human Resources Officer. If you revoke this Agreement and Release during this 7day period, it becomes null and void in its entirety.
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THIS IS A LEGALLY ENFORCEABLE DOCUMENT.
RESIDEO TECHNOLOGIES, INC.
/s/ Mike Nefkens
Mike Nefkens

By:

/s/ Steve Kelly
Steve Kelly
Chief Human Resources Officer

Dated:

Dated:

January 23, 2020

January 23, 2020
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EXHIBIT A
In connection with my Employment Separation Agreement and Release with Resideo Technologies, Inc., dated, January22,
2020 (the “Separation Agreement”), I may select a Last Day of Active Employment that is no less than sixty (60) days after the date I
submit this form.
I acknowledge that this form is not effective until a fully executed version is submitted to Steve Kelly at 901 E. 6th

Street, Austin, TX 78702.
I understand that by submitting this form and selecting my Last Day of Active Employment, I remain eligible for
Severance Pay but forfeit the Additional Benefits described in the Separation Agreement.
In accordance with the above, my Last Day of Active Employment shall be:
.

Mike Nefkens

Date:

2020
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EXHIBIT B
ADDENDUM TO EMPLOYMENT SEPARATION AGREEMENT AND RELEASE DATED JANUARY 22, 2020
In further consideration of Resideo’s promises in your Employment Separation Agreement and Release dated January 22, 2020, and
the benefits outlined therein, you agree to extend, to the date you sign this Addendum (which may not be earlier than your Last Day
of Active Employment), the waiver and release in favor of the Resideo Group set forth in your Agreement and Release under
“Release of Claims.” You acknowledge and understand that this Addendum is intended to prevent you from making any claim
against the Resideo Group regarding any matter, incident, or occurrence up to the date you execute this Addendum. All terms
and provisions of your Agreement and Release remain in full force and effect and this Addendum, together with the Agreement
and Release, constitutes a single integrated contract expressing the entire agreement of the parties with respect to the termination
of your employment and supersedes all prior and contemporaneous oral and written agreements and discussions with respect to
the terms and conditions of your termination of employment. This Addendum may be amended or modified only by an agreement
in writing.
Acknowledgments and Certifications
You acknowledge and certify that you:
(a)

have read and understand all of the terms of this Addendum and do not rely on any representation or statement,
written or oral, not set forth in the Agreement and Release or this Addendum;

(b)

are signing this Addendum knowingly and voluntarily;

(c)

have been advised to consult with an attorney before signing this Addendum;

(d)

have the right to consider the terms of this Addendum for at least 21 days and if you take fewer than 21 days to
review this Addendum, you hereby waive any and all rights to the balance of the 21 day review period;

(e)

have the right to revoke this Addendum within seven (7) days after signing it by providing written notice of
revocation Steve Kelly, Chief Human Resources Officer. If you revoke this Addendum during this seven (7) day
period, the Agreement and Release becomes null and void in its entirety.
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THIS IS A LEGALLY ENFORCEABLE DOCUMENT.
RESIDEO TECHNOLOGIES, INC.
By:
Mike Nefkens

Dated:

Steve Kelly
Chief Human Resources Officer
Dated:
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EXHIBIT C
RESIDEO TECHNOLOGIES, INC.
Agreement Relating to Resideo’s Trade Secrets,
Proprietary and Confidential Information
In consideration of the receipt of my Severance Benefits, I understand and agree that:

1.

Records of Inventions. I have kept complete and current written records of all Inventions I Made during the period of time I was
employed by Resideo and promptly disclosed all such Inventions in writing to Resideo for the purpose of adequately determining
Resideo’s rights in each such Invention. I have supplemented or will supplement any such disclosures to the extent Resideo may
request that I do so. If I have any doubt as to whether or not to disclose an Invention to Resideo, I will disclose it.

2.

Disclosure of Inventions after Termination. I will promptly and completely disclose in writing to Resideo’s Law Department all
Inventions which I Make during the one year immediately following the end of my employment by Resideo which relate either to my
work assignment at Resideo or to Resideo’s Trade Secrets, Proprietary and Confidential Information for the purpose of determining
Resideo’s rights in each such Invention before filing any application for patents on such Inventions. I will not file any patent
application relating to any such Invention without the prior written consent of Resideo’s Law Department. If I do not prove that I
Made the Invention entirely after leaving Resideo’s employment, the Invention is presumed to have been Made during the period of
time I was employed by Resideo. I acknowledge that the conditions of this paragraph are no greater than is necessary for protecting
Resideo’s interests in Resideo’s Trade Secrets, Proprietary and Confidential Information and in Inventions to which it is rightfully
entitled.

3.

Ownership of Inventions. Each and every Invention I Made during the period of time I was employed by Resideo (a) which relates
directly to the business of Resideo or to Resideo’s actual or demonstrably anticipated research or development, or (b) which results
from any work I perform for Resideo is the sole and exclusive property of Resideo, and I agree to assign and hereby assign my entire
right, title and interest in each such Invention to Resideo. Each Invention I Made during the period of time I was employed by
Resideo for which no equipment, supplies, facilities or Resideo Trade Secrets, Proprietary or Confidential Information was used and
which was developed entirely on my own time is my property, unless (a) the Invention relates directly to the business of Resideo or
to Resideo’s actual or demonstrably anticipated research or development, or (b) the Invention results from any work performed by me
for Resideo. If I assert any property right in an Invention I Made during the period of time I was employed by Resideo, I will
promptly notify Resideo’s Law Department in writing.

4.

Cooperation with Resideo. I will assist and fully cooperate with Resideo in obtaining, maintaining, and asserting the fullest
measure of legal protection, which Resideo elects to obtain, maintain or assert for Inventions in which it has a property right. I will
also assist and fully cooperate with Resideo in defending Resideo against claims of violation of the intellectual property rights of
others. I will be paid my reasonable expenses in assisting, and cooperating with, Resideo. I will execute any lawful document
Resideo requests me to execute relating to obtaining, maintaining, or asserting legal protection for any said Invention or in defending
against claims of the violation of the intellectual property rights of others (including, but not limited to, executing applications,
assignments, oaths, declarations, and affidavits) and I will make myself available for interviews, depositions and testimony. In the
event that Resideo is unable, after reasonable effort, to secure my signature on any document or documents needed to apply for or
prosecute any patent, copyright, or other right or protection relating to an Invention, for any other reason whatsoever, I hereby
irrevocably designate and appoint Resideo and its duly authorized officers and agents as my agent and attorney-in-fact, to act for and
on my behalf to execute and file any such application or applications, and to do all other lawfully-permitted acts to further the
prosecution and issuance of patents, copyrights, or similar protections thereon with the same legal force and effect as if executed by
me.
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5.

Resideo’s Trade Secrets, Proprietary and Confidential Information. I will never, directly or indirectly, during or after my
employment with Resideo misappropriate, use or disclose Resideo’s Trade Secrets, Proprietary and Confidential Information except
in furthering Resideo’s business nor will I disclose or disseminate at any time Resideo’s Trade Secrets, Proprietary and Confidential
Information to anyone who is not an officer, director, employee, attorney or authorized agent of Resideo without the prior written
consent of Resideo’s Law Department unless the specific item of Resideo’s Trade Secrets, Proprietary and Confidential Information:
(a) is now in, or hereafter, (through no breach of this agreement) becomes general public knowledge, or (b) prior to my disclosure,
dissemination or use, was lawfully acquired by me without any obligation to retain the information in confidence. In this connection,
I will not publish any of Resideo’s Trade Secrets, Proprietary and Confidential Information for dissemination outside Resideo or file
any patent application relating to any Invention I Make during the period of time I am employed by Resideo without the prior written
approval of Resideo’s Law Department. I will execute any agreement relating to the protection of Resideo’s Trade Secrets,
Proprietary and Confidential Information or such information of any third party whose intellectual property Resideo is under a legal
obligation to protect if Resideo requests that I do so. I will not engage without the prior written consent of Resideo’s Law
Department, either during the period of time I am employed by Resideo or for a period of two years following my Termination of
Employment for any reason, in any activity or employment in the faithful performance of which it could be reasonably anticipated
that I would use or disclose Resideo’s Trade Secrets, Proprietary and Confidential Information. All documents and tangible things
embodying or containing Resideo’s Trade Secrets, Proprietary and Confidential Information are Resideo’s exclusive property. I have
access to them solely for performing the duties of my employment by Resideo. I will protect the confidentiality of their content and
comply with all security policies and procedures, which may, from time to time, be established by Resideo. I will return all of them
and all copies, facsimiles and specimens of them and any other tangible forms of Resideo’s Trade Secrets, Proprietary and
Confidential Information in my possession, custody or control to Resideo before leaving the employment of Resideo.
I understand that I have the right to use or practice any skill or expertise generally associated with my employment but not special or
unique to Resideo, but that I do not have the right to use, practice or disclose Resideo’s Trade Secrets, Proprietary and Confidential
Information for my own benefit or for the benefit of any third party.
I understand that I may not be held criminally or civilly liable under any federal or state trade secret law for the disclosure of a trade
secret that is made (a) in confidence to a federal, state or local government official, either directly or indirectly, or to an attorney if
such disclosure is made solely for the purpose of reporting or investigating a suspected violation of law or for pursuing an antiretaliation lawsuit; or (b) in a complaint or other document filed in a lawsuit or other proceeding, if such filing is made under seal and
I do not disclose the trade secret except pursuant to a court order.

6.

Trade Secrets, Proprietary or Confidential Information from Previous Employment. I certify that I have not, and will not,
disclose or use during my employment by Resideo, any trade secrets, proprietary or confidential information which I acquired as a
result of any previous employment or under a contractual obligation of confidentiality before my employment by Resideo. I
understand that Resideo has no interest in and will not accept disclosure by me of any trade secrets, proprietary or confidential
information, which belongs to a third party. If I was ever placed in a position where I would be required or was given an assignment
that would require me to use, directly or indirectly, any trade secrets, proprietary or confidential information of any person, previous
employer or any third party, I promptly informed Resideo’s Law Department and my supervisor before I undertook any activity that
would involve the use or disclosure of such information or present the appearance to any such third party that I hade used or
disclosed such information. If I failed to do so, Resideo may elect not to indemnify me in the event of litigation and may take such
other actions, as it deems appropriate, up to and including termination of my employment.
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7.

Nonsolicitation of Resideo Employees. I acknowledge that Resideo has invested, and will continue to invest, significant time and
money to recruit and retain its employees. Therefore, recognizing that in the course of my employment I have obtained valuable
information about Resideo employees, their respective talents and areas of expertise, I agree that, during my employment and for a
period of two years following my Termination of Employment from Resideo for any reason, I will not directly or indirectly, for my
own account or for others, (i) solicit (or assist another in soliciting) for employment or for the performance of services, (ii) offer or
cause to be offered employment or other service engagement, or (iii) participate in any manner in the employment or hiring for
services of any current or former Resideo employee with whom I had contact or of whom I became aware in my last two years of
Resideo employment, unless it has been more than 12 months since that individual left Resideo. Nor will I, for my own account or for
others, in any way induce or attempt to induce such individual to leave the employment of Resideo.

8.

Nonsolicitation of Resideo Customers, Suppliers, Business Partners and Vendors. I acknowledge that Resideo has invested and
will continue to invest significant time and money to develop valuable, continuing relationships with existing and prospective clients
and customers of Resideo. Therefore, recognizing that in the course of my employment I have obtained and/or will obtain valuable
information about Resideo customers, suppliers, business partners, and/or vendors, and their requirements, I agree that during my
employment and for a period of two years following my Termination of Employment from Resideo for any reason, I will not directly
or indirectly, for my own account or for others, solicit or assist others in soliciting or attempt to solicit (or assist others in attempting
to solicit), (i) any existing clients, customers, suppliers, business partners, and/or vendors of Resideo with whom I had contact, or of
whom I became aware while employed by Resideo during the two-year period prior to my Termination of Employment, or (ii) any
prospective clients, customers, suppliers, business partners, and/or vendors of Resideo with whom I had contact and with whom
Resideo took significant steps to do business during the two-year period prior to my Termination of Employment, for the purpose or
effect of inducing such existing or prospective clients, customers, suppliers, business partners, and/or vendors to cease doing business
or reduce their business with Resideo or to purchase, lease or utilize products or services that are competitive with, similar to, or that
may be used as substitutes for any products or services offered by Resideo.

9.

Notice to Future Employers. For the period of two years immediately following the end of my employment by Resideo, I will
inform each new employer, prior to accepting employment, of the existence of this agreement and provide that employer with a copy
of it. Resideo has the right to inform any future employer of the existence of this agreement and to provide any future employers
with a copy of it.

10.

Copyright. As to all works prepared by me which are: (i) within the scope of my employment, or (ii) based upon information I
acquired from Resideo which is not normally made available to the public, or (iii) commissioned by Resideo, but not within my
scope of employment, I hereby agree to:

(a)

Submit to Resideo’s Law Department and to my supervisor for approval for publication or oral dissemination;

(b)

Assign all right, title and interest in and to the copyright in all such works to Resideo; and

(c)

Waive any claim of moral rights, author’s rights, droit moral, or any equivalent rights to the extent necessary or permitted
by law.
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I hereby release and allow Resideo to use, for any lawful purpose, any voice reproduction, photograph, or other video likeness of me
made in the course of my employment.

12.

Acknowledgement of Receipt. I acknowledge that I have received a copy of this agreement prior to accepting Severance Benefits
from Resideo and that execution of this agreement was an express condition of my receipt of Severance Benefits.

13.

Effectiveness of Agreement. I acknowledge that the provisions of this agreement are in addition to, and in no way intended to limit,
restrict or narrow any prior or existing agreement with Resideo. This agreement does not replace or supersede any prior or existing
employment or other agreement with Resideo, but rather, shall be read in conjunction with such prior or existing agreements and
shall be interpreted in a manner to provide Resideo the maximum protection and the most effective and complete assignment of
inventions provided by all agreements I have with Resideo. The terms of this agreement are to be read consistent with the terms of
any other intellectual property, trade secret or confidentiality agreements that I have executed with Resideo; provided, however, to
the extent there is a conflict between/among such agreements, such agreements shall be read in concert and construed as providing
the broadest possible protections to Resideo, even if such construction would require provisions of more than one such agreement to
be given effect. This agreement shall be deemed effective as of the first day of my employment by Resideo and shall continue
throughout the entire period of time I am employed by Resideo and my obligations will continue after, and survive, the end of my
employment by Resideo.

14.

Identity of Future Employer. If reasonably requested by Resideo, I shall advise Resideo of the name and address of my intended
future employer.

15.

Remedies. I acknowledge that a remedy at law for any breach or threatened breach of the provisions of this Agreement would be
inadequate and therefore agree that Resideo shall be entitled to injunctive relief in case of any such breach or threatened breach. In
the event that a court determines that I have breached or threatened to breach this agreement, I agree to reimburse Resideo for all
attorneys’ fees and costs incurred in enforcing the terms of the agreement. However, nothing contained herein shall be construed as
prohibiting Resideo from pursuing any other remedies available for any such breach or threatened breach against me or my thencurrent employer which may also include but not be limited to contract damages, lost profits and punitive damages.

16.

Successors; Binding Agreement. This agreement binds my heirs, executors, administrators, legal representatives and assigns and
inures to the benefit of Resideo and its successors and assigns. Only a written amendment executed by both Resideo and me can
modify this agreement.

17.

Governing Law. This agreement shall be governed by and construed in accordance with the laws of the State of New York without
regard to its principles of conflicts of law.

18.

Validity. It is the desire and intent of the parties hereto that the provisions of this agreement shall be enforced to the fullest extent
legally-permissible. Accordingly, if any particular provision(s) of this agreement shall be adjudicated to be invalid or unenforceable,
the court may modify or sever such provision(s), such modification or deletion to apply only with respect to the operation of such
provision(s) in the particular jurisdiction in which such adjudication is made. In addition, if any one or more of the provisions
contained in this agreement shall for any reason be held to be excessively broad as to duration, geographical scope, activity or
subject, it shall be construed by limiting and reducing it, so as to be enforceable to the extent compatible with the applicable law as it
shall then appear. The remaining provisions of this agreement shall remain in full force and effect.
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19.

Definitions

(a) “Resideo” collectively identifies Resideo Technologies, Inc. (a Delaware corporation having a place of business at

Corporate Center Drive, Melville, Suffolk County, New York), its predecessors, designees and successors and its past,
present and future operating companies, divisions, subsidiaries, affiliates and other business units, including businesses
acquired by purchase of stock, merger or otherwise.

(b) “Trade Secrets, Proprietary and Confidential Information” means information which is not generally known in the industry

in which Resideo is engaged, which may be disclosed to me or which I may learn, observe, discover or otherwise acquire
during, or as a result of, my employment by Resideo and which includes, without limitation, any information, whether
patentable, patented or not, relating to any existing or contemplated products, inventions, services, technology, ideas,
concepts, designs, patterns, processes, compounds, formulae, programs, devices, tools, compilations of information,
methods, techniques, and including information relating to any research, development, manufacture, purchasing,
engineering, know-how, business plans, sales or market methods, methods of doing business, customer lists, customer
usages or requirements, or supplier information, which is owned or licensed by Resideo or held by Resideo in confidence.

(c) “Invention” includes not only inventions (including, but not limited to, copyright works, trademarks, domain names,

URLs, keywords, social media account or identification names, business networking/media account or identification
names and mask works), but also innovations, improvements, discoveries, ideas and all other forms of intellectual property
(including, but not limited to, copyright works and mask works) – whether or not any of the foregoing constitutes trade
secret or other confidential information.

(d) “Make” or “Made” when used in relation to Invention includes any one or any combination of (i) conception, (ii) reduction
to practice, or (iii) development of an Invention and is without regard to whether I am a sole or joint inventor.

(e) “Termination of Employment” shall be defined as any separation from employment with Resideo regardless of the reason,

including any and all voluntary and involuntary reasons for termination. The termination date for purposes of this
Agreement shall be the last day I actively perform services for Resideo.

(f)
20.

“Solicit” or “soliciting” includes contacting, communicating with, marketing to, engaging or otherwise interacting with
(whether initiated by me or not).

Headings Descriptive. The headings of the several paragraphs of this agreement are inserted for convenience only and shall not in
any way affect the meaning or construction of this agreement.
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Exhibit 21.1
RESIDEO TECHNOLOGIES, INC.
SUBSIDIARIES OF THE REGISTRANT
Name
11001876 Canada Limited
Ackermann Limited
Ademco (Pty) Ltd
Ademco 1 B.V.
Ademco 1 GmbH
ADEMCO 1 LIMITED
Ademco 2 B.V.
Ademco 2 GmbH
ADEMCO 2 LIMITED
Ademco 2 S.r.l.
ADEMCO 3 LIMITED
ADEMCO 4 LIMITED
Ademco ADI Global Distribution LDA
Ademco ADI Global Distribution, S.L.
Ademco Australia Pty, Limited
Ademco Austria GmbH
ADEMCO Canada II Ltd.
Ademco Comercial y Centro de Investigación y Desarrollo, S. de R.L. de C.V.
Ademco CZ s.r.o.
Ademco FZE
Ademco Holding B.V.
Ademco I LLC
ADEMCO III Ltd.
Ademco Inc.
Ademco International Limited
Ademco Manufacturing Holding Mexico, S. de R.L. de C.V.
Ademco Otomasyon Limited Şirketi
Ademco sp.z o.o.
ADEMCO SRL
Ademco Supply S.r.l.
ADI - Gardiner SAS
ADI Global Distribution AB
ADI Global Distribution Denmark A/S
ADI Global Distribution Finland Oy
ADI Global Distribution Italia S.r.l.
ADI Global Distribution Norge AS
ADI of Puerto Rico, Inc.
ADI-GARDINER EMEA LIMITED
ADI-Gardiner EMEA SAS
ADI-Gardiner Holding Limited
ADI-Gardiner Ireland Limited
ADI-Gardiner Limited
ADI-GARDINER Netherlands B.V.
ADI-Gardiner NV
AlarmExpress Limited
AlarmNet, Inc.
BACOU UK Ltd.
BACOUDEV 2 Sarl
bk-electronic GmbH
Buoy Labs, Inc.
Cara C'Air BV (50%) (Remaining 50% owned by third party)
Eclipse Limited
Eclipse Thermal Systems Limited
Elmwood Sensors Limited
EMS Acquisition Company Limited
EnergyMGT UK Limited
Enraf Ltd.
EX-OR Holdings Limited
Ex-Or Limited
Exothermics Limited
Honeywell Laminate Systems SAS
Resideo Manufacturas de Chihuahua, S. de R.L. de C.V.
Honeywell Video Systems UK Limited
Infratec Datentechnik GmbH
Inline Electronics Limited
Instromet Mexicana, S. de R.L. de C.V.
LifeWhere, LLC
LXE (UK) Ltd.
LXE France Sarl
LXE Italia S.r.l.
Metrologic Instruments UK Limited
Mexhon, S. de R.L. de C.V.
Novar Building Products Limited
Novar Dormant Holdings Company Limited
Novar International Limited
Novar Overseas Limited
Novar Plumbing Limited
Novar Projects Limited

Country or State of Incorporation
Canada
United Kingdom
South Africa
Netherlands
Germany
United Kingdom
Netherlands
Germany
United Kingdom
Italy
United Kingdom
United Kingdom
Portugal
Spain
Australia
Austria
Canada
Mexico
Czech Republic
United Arab Emirates
Netherlands
United States
Canada
United States
United Kingdom
Mexico
Turkey
Poland
Argentina
Romania
France
Sweden
Denmark
Finland
Italy
Norway
Puerto Rico
United Kingdom
France
United Kingdom
Ireland
United Kingdom
Netherlands
Belgium
United Kingdom
United States
United Kingdom
France
Germany
United States
Netherlands
United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom
France
Mexico
United Kingdom
Germany
United Kingdom
Mexico
United States
United Kingdom
France
Italy
United Kingdom
Mexico
United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom
United Kingdom

OOO System Sensor Fire Detectors
Pittway 2 Sarl
Pittway 3 GmbH
Pittway BVBA
Pittway GmbH
Pittway Holding GmbH
Pittway Homes Systems, S.L.
Pittway Sarl
Radio Systemes Ingénierie Video Technologies SAS (a/k/a RSI Video Technologies SAS)
RAE UK Limited
Resideo Funding Inc.
Resideo Holding Inc.
Resideo Intermediate Holding Inc.
Resideo International (India) Pvt. Ltd.
Resideo Korea Co., Ltd.
Resideo Korlátolt Felelősségű Társaság
Resideo Life Care Solutions LLC
Resideo S.r.l.
Resideo s.r.o.
Resideo Sarl
Resideo Singapore Pte. Ltd.
Resideo Smart Home Technologies (India) Pvt. Ltd.
Resideo Smart Homes Technology (Tianjin) Co., Ltd.
RSI Holding SA
RSI Participations SAS
RSI Video Technologies Limited
RSI Video Technologies, Inc. (US)
Satamatics Global Limited
Satcom1 Integration Services ApS
Satronic Controls (U.K.) Limited
Securite Communications SAS
Special Products Division Limited
Sperian Protection Footwear Givors SAS
Stentorious SAS

Russia
Switzerland
Switzerland
Belgium
Austria
Switzerland
Spain
Switzerland
France
United Kingdom
United States
United States
United States
India
South Korea
Hungary
United States
Italy
Slovakia
France
Singapore
India
China
France
France
United Kingdom
United States
United Kingdom
Denmark
United Kingdom
France
United Kingdom
France
France

Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
We consent to the incorporation by reference in Registration Statement No. 333-228687 on Form S-8 of our report dated February 27, 2020,
relating to the consolidated and combined financial statements of Resideo Technologies, Inc. and subsidiaries (which expresses an
unqualified opinion and includes an emphasis of matter paragraph relating to the basis of presentation of the combined financial statements
and referring to the expense allocation of certain corporate functions historically provided by Honeywell International, Inc.), appearing in this
Annual Report on Form 10-K of Resideo Technologies, Inc. and subsidiaries for the year ended December 31, 2019.
/s/ Deloitte & Touche LLP
Minneapolis, Minnesota
February 27, 2020

Exhibit 24.1
POWER OF ATTORNEY
Each of the undersigned, as a director of Resideo Technologies, Inc. (the “Company”), a Delaware corporation, hereby appoints Michael G. Nefkens and
Jeannine J. Lane, each with power to act without the other and with power of substitution and resubstitution, as my attorney-in-fact and agent for me and in my
name, place and stead in any and all capacities,
(i)

to sign the Company’s Annual Report on Form 10-K under the Securities Exchange Act of 1934 for the year ended December 31, 2019,

(ii)

to sign any amendment to the Annual Report referred to in (i) above, and

(iii)

to file the documents described in (i) and (ii) above and all exhibits thereto and any and all other documents in connection therewith,

granting unto each said attorney-in-fact and agent full power and authority to do and perform every act and thing requisite, necessary or desirable to be done in
connection therewith, as fully to all intents and purposes as I might or could do in person, hereby ratifying and confirming all that said attorneys-in-fact and agents,
or any of them, or their or his or her substitutes or substitute, may lawfully do or cause to be done by virtue hereof.
This Power of Attorney may be signed in any number of counterparts, each of which shall be an original, with the same effect as if the signatures thereto
and hereto were upon the same instrument.

/s/ Roger B. Fradin
Roger B. Fradin, Chairman of the Board

/s/ Paul F. Deninger
Paul F. Deninger, Director

/s/ Brian G. Kushner
Brian G. Kushner, Director

/s/ Jack R. Lazar
Jack R. Lazar, Director

/s/ Nina L. Richardson
Nina L. Richardson, Director

/s/ Andrew C. Teich
Andrew C. Teich, Director

/s/ Sharon Wienbar
Sharon Wienbar, Director
Dated: February 20, 2020

Exhibit 31.1
CERTIFICATION PURSUANT TO
SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002
I, Michael G. Nefkens, certify that:
1.

I have reviewed this Annual Report on Form 10-K of Resideo Technologies, Inc.;

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f))
for the registrant and have:

5.

a)

designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision,
to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within
those entities, particularly during the period in which this report is being prepared;

b)

designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

c)

evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d)

disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably
likely to materially affect, the registrant’s internal control over financial reporting;

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):
a)

all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b)

any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal
control over financial reporting.

Date: February 27, 2020

By: /s/ Michael G. Nefkens
Michael G. Nefkens
President and Chief Executive Officer

Exhibit 31.2
CERTIFICATION PURSUANT TO
SECTION 302
OF THE SARBANES-OXLEY ACT OF 2002
I, Robert Ryder, certify that:
1.

I have reviewed this Annual Report on Form 10-K of Resideo Technologies, Inc.;

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f))
for the registrant and have:

5.

a)

designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision,
to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within
those entities, particularly during the period in which this report is being prepared;

b)

designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

c)

evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d)

disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably
likely to materially affect, the registrant’s internal control over financial reporting; and

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):
a.

all significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b.

any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal
control over financial reporting.

Date: February 27, 2020

By: /s/Robert Ryder
Robert Ryder
Interim Chief Financial Officer

Exhibit 32.1
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
In connection with the Annual Report of Resideo Technologies, Inc. (the Company) on Form 10-K for the period ending December 31, 2019 as filed with the
Securities and Exchange Commission on the date hereof (the Report), I, Michael G. Nefkens, President and Chief Executive Officer of the Company, certify,
pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:
(1)

The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2)

The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.

Date: February 27, 2020

By:

/s/ Michael G. Nefkens
Michael G. Nefkens
President and Chief Executive
Officer

Exhibit 32.2
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
In connection with the Annual Report of Resideo Technologies, Inc. (the Company) on Form 10-K for the period ending December 31, 2019 as filed with the
Securities and Exchange Commission on the date hereof (the Report), I, Robert Ryder, Interim Chief Financial Officer of the Company, certify, pursuant to 18
U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that:
(1)

The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2)

The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.

Date: February 27, 2020

By:

/s/ Robert Ryder
Robert Ryder
Interim Chief Financial Officer

