Security Technologies

Steven Hochhauser
President

February 13, 2009



Agenda

* Security Technologies Sector Overview
* Financial Characteristics
* Global Security Market
e Security Technologies Market Strategy
— Accelerate Globalization
— Continuous Improvement and Innovation
— Mechanical to Electronic Transformation
* Key Messages



Security Technologies

-
Dynamic Industry

* Overarching security concerns
— Historically growing 2x GDP
— Double digit growth segments

* Code and specification driven
L ° Evolution of industry

- Driving Actions
* Dealing with headwinds
* Restructure actions implemented
* Achieve 6% productivity
— Footprint optimization
— Trane synergies
\_ — Operational excellence
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Strong Business

* Brand and specification leadership
* Demand creation

* Strong channel and installed base
* Global footprint and supply chain
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Building Our Future

* Global expansion

* Expansion of intelligent solutions
— Residential electronic evolution

— Next generation commercial
electronic solutions
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Achieved Growth and Maintained Profitability Through
Global Expansion, Innovation and Channel Development



Who we are

Global Brands

J

-

Brand Promise

Protecting people, property and
assets with customer-focused
solutions at every level of security

Leader in Global Security Solutions $2.5B




Global Product Portfolio

Commercial Locks & Residential Locks Exit / Door Controls & Portable &
T % Key Systems & Handlesets Steel Doors / Frames Accessories
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Commercial Residential Electronic Biometric Readers & Software &
Electronic Locks Keypad Lock Readers Credentials Controllers
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bright blue.

Installation & Service Workforce Management
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Market Driven Products and Solutions



How we work

p
o ChHa:neIsD | Vertical Markets
ontract Hardware Dealers
Ingersoll Education Res-Builders
Rand Wholesalers
: Healthcare Consumers
and Integrators Government Multi-Family
Safety Big Box/Retall Military
Consultants Residential Bullders Light Commercial
Leader in New Construction Specification Hospitality
Installed Base = Like for Like Replacement :
) Office
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Global Leader in Channel Management and Demand Creatio n



Acquisitions
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- Security One

Systems

Dolphin
Technologies

* Acquire and apply technological capabilities
* Leverage geographical market opportunities
* Leverage manufacturing efficiencies

» Establish brand superiority

- Key Objectives

System
Integration

Bolt-on Acquisitions and Joint Ventures Support Growth Strategy



Where we are

-

Americas

HQ - Indianapolis, Indiana

17 Manufacturing & Distribution Sites
22 Sales Consultant Offices

40 Integration & Service Offices

Y

Revenue

~
Europe
HQ - Brussels, Belgium
10 Manufacturing & Distribution Sites
22 Sales Consultant Offices
22 Integration & Service Offices
J

" Asia Pacific
HQ - Shanghai, China
3 Manufacturing & Distribution Sites
13 Sales Consultant Offices

4 Integration & Service Offices
-

Positioned for Geographic Expansion



Strong Growth Trajectory

Rev CAGR 9%
Organic 6%

Maintained 17-20% Operating Margin
Revenue at 9% CAGR and Ol at 11% CAGR



Security Market Focus

-

* Leverage existing
mechanical core

* Focus on high growth
electronic access control

» Accelerate globalization
-
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IR Focused Segments - $26 Billion
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Where We're Going

A

Accelerate Globalization

* Regional Ol improvement

e Translate regional
successes to growth
markets

* Strategic alliances &
partnerships

~

A

Continuous
Improvement and
Innovation

A

Mechanical to Electronic
Transformation

* Strengthen the core
business

* Leverage IR’s Business
Operating System

* Improve customer
experience

* Open architecture

platforms

* Vertical market approach
e Channel partnership and

evolution

* Leverage Trane Synergies )

Key Business Strategies
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Accelerate the Globalization of Our Business
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ranslate Regional Successes
to Growth Markets

* Asia Pacific - Market expansion
— Established footprint
— Capitalize on key vertical markets
— BOCOM Systems growth

* Europe — Pan ESA development
— Vertically focused solutions
— Driving Ol Improvement

* Americas — Emerging markets

— Leverage Trane commercial Latin
America presence

— Mexico residential and commercial

K growth /

Improved Operating Performance and Market Development



Operational Excellence & Productivity

o \JO%\
6% 41% 39

$720

349 3.5 $584
4%
2.5%
LCC Spend Footprint Rev/SQFT
% of Direct Material SQ FT (M)
Productivity [J2006 []2008
4 I
o Our Path to 6%
* Lean Six Sigma
— Hidden factory * Accelerate black belt deployment
— Back office * Increase black belt productivity
« Value Analysis / Value Engineering * Parts reduction / Strategic sourcing
* Trane Synergies * Direct and indirect expenses
* Footprint & Supplier Rationalization
(_ * Inventory turns * 1turn per year )

Driving Productivity from 4% to 6%
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Achieving Results Through Lean Six Sigma

Commercial Door
Cumulative 2008 $8M OI Impact

-

» SKU rationalization - Consolidated 350 SKU's
* Freight / distribution - Increased average truck

load weights by 50%
e Scrap - Reduced by 20%
* Trane sourcing leverage
* Order entry - 50% improvement

-
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Shift Organizational Mindset to “Hidden Factory” — 8 Black Belts Deployed

$3M Opportunity $20M Opportunity

-

* Process & machine capability

* Throughput & production flow

* Preventive maintenance

* Material optimization

* Order entry and delivery performance

\_

Driving Productivity, Improving Service Levels and Abi lity to Grow
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Value Engineering Success

Residential Keypad Deadbolt & Lock
 Intuitive programming
* [llluminated, 11-button, user-friendly keypad
» Esthetics
« Ease of installation

Tripled Margin Since Launch
« Manufacturing location
* Printed circuit board
« Base material optimization

Accelerating Customer-Centric Innovation Profitably
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Mechanical to Electronic Transformation

Security Integration
Workforce Productivity
Resource Management Software &

Controllers

Readers &

Electro-Mechanical Credentials

Biometric Locks
Reader

Leveraging Strong Mechanical Base to Accelerate Growth a nd
Redefine Electronic Access Control

bright blue.
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Residential Electronic Product Evolution

Schlage LINK

Remotely manage access to
your home

Control your home’s security
from your cell phone or PC

Sends email / text updates
when someone enters home

Energy management
opportunity with Trane

Launched at 2009 CES
Recurring revenue

IR Connected Home
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Schlage LINK Solution — Key Target Markets

Home Monitoring and Automation 2"d Home / Vacation Home

* Monitor your property
from anywhere

* Verify children are home
and safe

* Monitor property from
around the world

* Provide access

remotely
* Receive alerts on entry * Receive alerts
Multi-Family Homes Small Business

* Re-keying doors * Provide access
becomes obsolete remotely

* Provide new codes for * Energy
each tenant at move in Management

e Temperature control & ¢ Mo_nl_tor employee
Energy Management activity

Consumer Research Validated
LINK Delivers Simplicity, Convenience, Control and Pe  ace of Mind
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Next Generation Commercial Electronic Locks

-

Vertical Market Needs

Education K to 12 — Intruder
emergencies

Higher Education - Integration with
existing systems

Government -Federal Information
Processing Standards compliance

Healthcare - HIPAA compliance
(high security zones)

\

Features and Functions Aligned to Vertical Market Req

/

Value Propositions

» Safe school functionality

* [ntegration with campus “one card”
provider

* |dentification and authentication of
Federal employees and contractors

* Scalable security

bright blue.

Software &
Controllers

uirements
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Security Technologies

9% CAGR
4.5% Organic

6% CAGR

e Dynamic Industry
* Driving Actions

« Strong Business
* Building Our Future

Sustainable High Operating Margins with Growth Opportunit

les
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