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Our business is protecting life and improving
the quality of life for people worldwide

Halma employs over 5,600 people in nearly 50 businesses based in more
than 20 countries.

Our companies and products have a core focus on safety, health and

environmental markets.

Through innovation and acquisition, we have developed a diverse portfolio
of market-leading companies within our Process Safety, Infrastructure
Safety, Medical and Environmental & Analysis sectors.

Our technology is used to save lives, prevent injuries and protect people

and assets around the world.

Our global presence
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Another record year of revenue,
profit and dividend
Revenue (£m) Adjusted profit before taxation (Em)
£807-8m +11% £1 66-0m +8% g

?;
Dividend paid and proposed Return on sales (%)} %
12.81 P +7% per share 20.6% %

Financial highlights

Continuing operations 2016 2015 Change
Revenue £8078m £7261m +11%
Adjusted Profit before Taxation® £166 Om £1536m +8%
Adjusted Earnings per Share? 34 26p 3117p +10%
Statutory Profit before Taxation £136 3m £133 6m +2%
Statutory Earnings per Share 2876p 2749 +5%
Total Dwmdend per Share® 1281p 1186p +7%
Return on Sales* 20 6% 212%
Return on Total Invested Capital® 156% 16 3%
Net Debt £246 Tm £1009m

Pro-forma information

! Agjusted 10 remove the amortisenon of acqured ntangible assets, acquisition ftams and profit
or kxss on disposal of operations, totaling £29 7m 2015 £20 Ol See not 1 to the Accounts.

*  Adgsied o remove the amortsabion of acqured riangible assets. acquesition items. proft or

Ios3 on dksposal of operations and the associated taxabon thenpon, S nots 2 1 the Accounts.

Tetal dividend paid end proposed per share

*  Return on Sales s defined es adjusied profit before taxabon from contnung operatons
expressad 83 & percentage of revenue from continuing opecations.

¢ Organic growth rates end Retum on Total Invested Capital (ROTIC) are non-GAAP
performance measures Usad by management See note 3 io the Accounts
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Business at a Glance

Our sectors

Process Safety

Products which protect assets and

people at work. Specialised interocks whch
safely control cntical processes Instruments
which detect flammable and hazardous
gases Explosion protection and comosion
monionng products

[  Read mere p34

19%

£1556m £40m

Revenua Operatng profit

Profit by sector
Record results
for Infrastructure
Safety, Medical
and Environmental
& Analysis
and resilient
Procass Satety 2% -
st Sey a demand in
Feenonels e ™ Process Safety
Revenue by destination
Contribution to
Group revenue
mm Europe ::
raaPacts o
Other 1% Financial
highhghts
Employees by locabon
Primary growth
drivers

* population growth

» nereasing health, safety and environmental
regulation

* demand for ife criical resources

usa 2%
Mamntand Europe 15%
Unied Kmgdom 5%
Asia Pacific 17%
Cther 1%

2 Halma plc Annual Report and Accounts 2016
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infrastructure Safety

Products which detect hazards to protect
assets and people n public spaces,
transportation and commercial buldings

Fire and smoke detectors, fire detection and
suppression systems, secunty sensors and
audble/visual warming devices Sensors used
on automanc doors and elevators in buldings
and transportation

D Read more p36

Medical

Environmental

Products which enhance the qualty of ife & Analysis

for patients and improve the qualty of care
delvered by providers Devices that assass eye
health, assist with eye surgery and pnmary care
applcations Crtical fludic components used
by medical dagnostic OEMs and laboratones
Sensor technologies used in hospitals 1o track
assats and support patient and staff safaty

D Read more p38

Products and technologies for analysis

n safety, ife sciences and environmental
markets Market-leading opto-electronic
technology and gas condiioning products
Products to monitor water networks, UV
technology for dismfecting water, and water
qualty testing products

[:] Read more p40
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33%

25%

23%

£265m £56m

Revenue QOperating profit

£199m £52m £189m £34m

Revenue Operating profit Revenue Operating profit

* population growth
* urbarusation

* increasing health, safety and environmental
regulation

* population growth

» population growth

* ageing and Increased ife expectancy * Increasing environmental regutation

* demand for healthcare, particularty * demand for Ife critical resources

In developing econamies

Halma plc Annual Report and Accounts 2016




Chief Executive’s Strategic Review

Delivering value to
shareholders through
record revenue, profit

and dividend

Andrew Wilhams
Chief Executive

Halma has made excellert progress, once
agam delvenng record revenus, profit and
dnadends for shareholders

Qur abiity 10 sustain success over a long
period through changing market condrions
is a testament to the qualty and diversity of
our portfolio of companies, which 1s focused
on protecting Iife and mproving the quality
of bfe worldwide

We have a clear growth strategy, a simple
financial modei and a customer-focused
organisation which enables each business
{0 adapt as ther market opportuniies
change The benefits of thus were seen
clearty n the past year, as growth in

our Infrastructure Safety, Medical and
Ermronmentat & Analysis sectors
ensured Halma made good progress
while our Process Safety sector adjusted
to more challenging market condibons

Halma's continued success Is only possible
through the commitment and dedication

of talented indmviduals throughout our
organisation and | would like to take this
opportunity to thank all of my colleagues for
theirr contnbution to another successtul year

GOOD ORGANIC GROWTH

AND HIGH RETURNS

Revenve incroased by 11% to £808m

{2015 £726m} iIncluding 6% organic constant
currency growth and a 2% favourable currency
impact Adiusted profit! increased by 8%

o £166 Om (2015 £153 6m) including 3%
organic constant curency growth and a

2% favourable currency mpact

High retums were maintained with Retum
on Sales of 20 6% (2015 21 2%} Retumn

on Caprtal Emnployed for our operating
companies remaned strong at 72%

(2015 78%) and the Group’s Returmn on Total
Invested Capital was 15 6% (2015 16 3%}

4 Halma plc Annual Report and Accounts 2016

Adjusted pre-tax profit up
8% on revenue up 11%

7% increase in total
dividend per share

37th consecutive year of
growing dividend payments
by 5% or more

Four acquistions completed
for £193m

Strong cash generation and
significant financial resources
for further investment

STRONG CASH GENERATION

AND BALANCE SHEET SUPPORTS
FUTURE GROWTH

Cash generation was mantained at a
high level and we ended the year with

net debt of £247m 2015 £101m) after
spendng £193m (2015 £84m) on current
year acquisitions, £24m (2015 £23mj}on
capital expenditure, and paying out £47m
in dmvdends (2015 £43m) to shareholders
and £27m of tax 2015 £31m)

Qur balance sheet 1S strong and will support
further investment in our future growth We
have revolving credi facities of up to £360m
untit November 2018 and in Novernber 2015
we agreed a US Pnvate Placement totalling
US$250m We do not aim to become a highly
geared business and therefore our balance
sheet strategy 15 10 ensure that we have
sufficlent financial resources to achigve our
strategic goal, of matchung organic growth
with acquistion growth and dvidend growth,
over the medium term

FINAL DIVIDEND TO INCREASE BY 7%
Once agan, the Board 1s recommending a
final dvdend increase of 7% gning a final
dvidend of 7 83p and a total ddend for

the year of 12 81p (2015 11 96p) The final
divdend per share Is subject to approval by
shareholders at the AGM on 21 July 2016
and will be paid on 17 August 2016 to
shareholders on the register at 15 July 2016

ORGANIC CONSTANT CURRENCY
REVENUE GROWTH IN ALL

MAJOR REGIONS

The strength of our long-term market growth
dnvers was reflected in the healthy rate of
growth in all developed regions Revenue
from the USA ncreased by 22% 1o £273m
(2015 £223m) including organic constant
currency growth of 9% Revenue from
Mamtand Europs grew by 7% 1o E179m
(2015 £167m) and by 7% at organic constant
currency while UK revenue was up by 5%

to £145m {2015 £138m} with 4% organic
constant currency growth




Revenua from outside the USA, UK and
Mainland Europe imnproved by 7% to

£211m {2015 £197m), representing 26% of the
Group 2015 27%) and including 1% organic
constant currency growth Asia Pacrfic revenue
grew by 7% to £125m 2015 £117m) ncluding
3% orgaric constant curency growth This
nchided revenue growth of 10% n China to
£54m (2015 £49m) and anincrease of 20%
inIndia to £31m 2015 £8m). Revenue from
Other regrons was up by 7% with good growth
In Atnca, Near and ividdie East compensating
for weaker demand in Scuth Amenca

RECORD RESULTS FOR THREE
SECTORS AND RESILIENT DEMAND
IN PROCESS SAFETY

Infrastructure Safety revenue grew by
13% to a record £265m 2015 £234m)
inchuding organic growth of 6% at constart
currency Profit? rose by 12% to a record
£56 2m (2015 £50 Om) wath organic growth
at constant currency of 5% Retum on Sales
was 212% (2015 214%)

There was doubls-digrt organic constant
currency revenue growth in the USA and

mid single-digit organic growth in the UK

and Mainland Europs There was excellent
progress in Alnca, Near and Middle East
which more than compensated for a modest
orgaric dechne in Asia Pacrfic Firetrace USA,
L1 C the fire suppression business acquired in
Octaber 2015 traded in line with expectatons
and has integrated well within the
Infrastructure Safety sector

In the Medical secior revenue increased
by 17% to a record £189m {2015 £168m),
with Impressive organic growth of 10% at
constant currency Profit? was up by 14%
to arecord £51 7m 2015 £45 4m), which
included organic constant currency growth
of 9% Retum on Sales remaned strong

at 26 0% (2015 26 8%)

Organic constant currency reverue growth
was strongest in Mainland Europe and Asia
Pacffic, with good growth in the UK and the
USA Value Added Sclutions, acquired in May
2015 was successhully integrated nto Diba
Industnes dunng the year The integration
of Visiometncs and CeriTrak, acquired m
December 2015 and February 2016
raspectvely, 1s also going well and both are
well placed to make valuable contnbutions
to the sector's progress in the year ahead

The Environmental & Analysis sector
periormed axcellently, with revenue up by
15% 10 a record £189m (2015 £164m)
nciuding organic growth of 11% at constant
currency Profit? also grew strongly, Increasing
by 26% to a record £34 5m (2015 £27 4m)
with impressive organic constant currency
growth of 21% Retum on Sales mproved

to 18 3% (2015 16 796}, which 18 now within
the Group’s target rangs of 18% to 22%

Regonally there was doubie-digtt organic
constant currency growth in the USA, Asia
Pacific and Afnca, Near and Middle East
There was solid single-digtt organic growth
in the UK and Manland Europe There wers
no acquistions completed in the year

Process Safety revenue was 2% lower than
last year at £1565m (2015 £158m) including
an organic constant currency decline of 5%
Tius was a resilient result given the challenging
market conditions caused by the lower o1l
pnce N energy markets, which now represerts
41% of sector revenue (2015 48%) Profit®
was down 12% to £39 6m (2015 £44 8m)
including a 15% organic decline in constant
currency Retumn on Sales rerained sirong at
25 4% (2015 28 3%)

Despite lower revenue, mvestment was
mantaned as certan businesses diversfied
into new markets including utiites and other
process ndustnes This mestment ncluded a
4% increass in R&D spend, representing 3 7%
of sector revenue 2015 3 4%) Consequently,
the sector 1s better postioned to consolidate
its current level of profitabiity in the year ahsad
even though conditions in the energy-related
markets are expected to reman challenging

Regionally, there was modest organic
constart currency revenue growth in the
UK and Mainland Europe and a small
organic decline in the USA There was
an organic constant currency revenus
decline in Asia Pacific and Other regions,
ncluding a significant year-on-year
reduction in South America following
amaor €4m project in the pnor year

FOUR ACQUISITIONS COMPLETED
IN LINE WITH OUR DISCIPLINED
M&A STRATEGY

Halma completed four acquisitions dunng
the year, resulting in a spend of £193m in
a singls financial year

This was particularly pleasing as the M&A
market continued to ba competitive with
higher multiples being paid for larger
businesses in Halma's attractive market
sectors Additional M&A resources were,
and continue to be, added to each of cur
four sector boards so that we can continue
to find high-quality businesses to acqure at
sensible pnces Over the medium term, our
strategic goal 1$ 10 match the average rate
of acquisiion profit growth fo organic profit
growth, since this ensures that we retain a
slrong balance sheet, sustain growth and
increase divicdends to shareholders

Our core acquisrhon strategy 1s to find
prvately-owned businesses in, or adjacent
fo, our exasbng markets afthough each sector
has the freedom to find new niches which
possess the nght product, market and
financial charactenstics We consider seling
businesses i any of these charactenstics
change adversely over time and attempts

1o diversify, or mitigate the srtuation, are

not productive

Every transaction 1s approved by the Group's
Cheef Execuiive and Finance Director, with all
deals worth £10m or more approved by the
Hama pic Board Details of the transactions
compigted dunng the year are as follows.

* In May 2015, we completed the acquisition
of Value Added Selutions, LLC {trading as
VAS Integrated) VAS, which has been
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Our clear growth
strategy, simple financial
model and customer-
focused approach
enables our businesses
to adapt as market
opportunities change.

integrated into Diba Industnes within

the Medical sector, designs and
manufactures fluidic-related plastic
machned components and assemblies
for ifé sciences and analytical instruments
The nitial cash consideration was
US$5m (£3m) A further estimated
US$1m (E0 6m) will be pard in April 2017
based on #ts growth between joining
Halma and October 2016, with no further
consideration due to be paid after that

In October 2015, we acquired Firetrace
USA, L LG, an Anzona-based manufacturer
of customised fire suppression systems
for confined spaces serving a range of end
markels including transportation, process
machinery, computer server hubs, defence
and aerospace This stand-alone addibon
to the Infrastructure Safety sector adds fire
suppression technology 10 our successful
fire detection business The consideration
paid was US$110m (£73m) wath no future
contingent consideration to be paid

In December 2015, Halma acquired
Visiometnics, S L located outside
Barcelona, Spain and Visual Performance
Diagnostics, inc located in California, USA
{together referred to as Visiometncs)
Visiometnes’ products are used to measure
objectively a person's visual acuity leading
1o a more precise determination of which
elements of the eye's anatomy are affecting
qualtty of vision, such as the early stages
of cataract formation Ths novel and new
technology has high growth potental If it
becomes a standard of care in the field of
ophthalmic diagnosis where our Medical
sector aready has a strong global presence
and this was reflected in the dea) structure
with the inmial cash consideration of €18m
{£13m) and a maximum total deferred
contingent consideration of €107m
(£78m) payable in instalments each

year dependent on Visiometncs' financial
performance to the end of 2020

1HOd3H JID31YHLS
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Chief Executive’s Strategic Review continued

+ In February 2016, Halma acqured
Cenilrak Inc, based n Pennsylvania,
USA CenTrak manufactures sensors and
propnstary cormmunication technology
provding real-time location monitonng of
people and assets n heatthcare faciities
This 1s a new markst niche for our Medical
sector, atthough many elermernts of
CenTrak's core technology are similar 1o
that used widely in other Halma sectors
The cash consideratron paid was
US$140m (£97m) and there is no future
consideration contingent on performance
Cenlrak 1s Halma's largest ever acquisition

CONTINUED STRATEGIC
INVESTMENT TO DRIVE GROWTH
Halma's decentralised organisational
structure gives our diverse range of
businesses considerable managernent
autonomy, alber within a well-defined
strategic and control framework These
are underpinned by the Halma Values of
Achievement, Innovation, Empowerment
and Customer satisfaction

We have a clear view of how each business
can bengfit from being part of a larger group
and make targeted central nvestments in
thres key areas to leverage this collective
bensfit Talent development, innovation

and Intemahonal expansion

Increasingly, these central Investments are
being supplermented by sector-led intiatives
targeted at the specific challenges and
opportunities wathin each ndmdual sector
Examples nclude the Medical sector
introducing reward plans for mcreased
collaboration and the Process Safety
sector establishing a Brazl hub to buld

a stronger presence in South Amenca

Progress in Halma's three key areas of
strategic investment included the following

Talent development

Halma's Executive Board has continued to
spend substantal time building sector boards
for each of our four sectors A typical sector
board compnses a Sector CEO, Sector
Finance Diector, Sector M8A Drrector and
two, or more, Sector Vice Presidents (SYPs)
- who char the ndwidual operating company
boards By Apnl 2016, each Halma sector
had two Sector Vice Presidents, with fve

out of the total exght positrons filled through
irtemal promotions

The sector boards are tasked with boosting
our M&A search efforts and seeking new
opportunities to accelerate organic growth, for
example, by encouraging greater collaboration
This requires a clear wision and strategy n
each sector, as outkned in more detall in the
sactor reviews on pages 34 to 41

During the year, we reviewed our range of
Halma talent development programmes
through the lens ¢f the future needs of our
growng business In April 2016 we launched
a new programme, called HPD Erterprise,
which will help our SVPs and MDs think more
entrepreneunally about how they can grow
their businessas In fast-changing markets

We considered also how we can continue

to develop the nch talent emerging from

our successful HPD Graduate programme
We have nifroduced a new indiative which

will help our graduates to butld on (at least)
two years post HPD Graduate experience
We are offenng to support them through an
MBA prograrmms with the am of accelerating
their progress into senior management
positions within Hatma comparies

Although we have made some progress
towards increasing the diversity of our
managerment talent, we wart to do more

In addibon to simple things such as insisting
on diversity in canddate fistings from head
hunters, we are encouraging our company
boards 1o make better use of existing
resources This iIncludes co-opting jurvor
managers as board advisers and appointing
Managing Directors from other Halma
compantes as non-axecutve directors While
recognising that there 1s a lot more work 1o be
done to have more diversity In our senior
management, these actions will help to redlise
the benefits of greater civersity now as well as
provide new development opportunities for
the individuals imvolved
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Innovation

New product mnovation 15 a vital component
of creating organic growth and enables
Halma companies to iNcreass revenue

and profitability through market share

gain and market expansion

Our Investrment i new product
development increased substantially,
with R&D spend up by 19% to £41 2m
{2015 £34 6m) representing 5 1% of
Group revenue 2015 4 8%) All sectors
ncreased nvestment, most notably the
Medical sector which grew R&D spend
from 4 0% to 4 5% of sector revenue -
an absolute nse of 32%

The retum on irvestment of new product
development is assessed monthly by

each Haima company, both in terms of

ther previous track recond and future
expectations, Including the proportion of thew
revenue generated from products launched
in the past three years All measures can
vary signficantly from company to company,
depending on the charactenstics of ther
market and the effectiveness of their new
product development effort. Since 2013, the
average contnbution to Group revenue from
products launched in the past three years
has been around 22% although the indmidual
company performances range from single
digrt to over 50%

Halma's commitment to innovation extends
beyond new product development and we
are contnuing to develop more collaboration
between our businesses as this is a valuable
way In which we can build a more mnovative
culture Wa foster collaboration by providing
opportunities for our senior managers to build
a network of connections across Halma
including the biennial Halma Innovation

and Technology Expostiion (HITE), our
management training programmes and

an intemal social networking platform

The best examples of nnovation n Halma
are recognised each year through the Halma
Annual Innovabon Awarcdls This year's first
pnze was won by HWM-Water for ther
PerrnaNET+ remote water leak moritonng
and pinpointing system The runners-up
were Ocean Optics, for a new automated
alignment and calbration process for their
Flama product platform, and SuriTech
Medical for ther Vet20 product, which
provides non-invasive blood pressure
readings on anmals, without the need

for sedation



Our decentralised
organisational

structure gives our
diverse range of
businesses considerable
management autonomy
within a well-defined
strategic and control
framework.

International expansion

Haima has continued to nvest and
encourage our businesses to accelerate
growthinintemational markets Increasingly,
Halma companies in simidar markets are
working together mere clossly to coordinate
therr resources and buid greater critical
mass in kay growth regions For example,
our ophthalmic diagnostic devce businesses
within the Medical sector are building a single
salas organisation in China to carry products
from muttiple Halma companiss

The Halma hubs in China and India reman a
focal pant and catalyst for growth In Indlia, we
have relocated our Head Cffice to Bengahuny,
whila retaining commercial otffices in Mumba
and Vadodara Wa have plans to expand

irto Chenna and Delh in the medium term

fn China, our R&D subsidy programme has
hetped 15 Halma companies hre 33 new
engineers N the last three years to develop
new products for the local market This
programme was refined and re-launched m
April 2016 as we continue to see local product
development as criical to sustaned growth
and bulding a strong market share

CORPORATE RESPONSIBILITY

AND SUSTAINABILITY IS AT

HALMA'S CORE

Halma's core strategy s to protect fife and
mprove the quality of ife for people worldwide

Our pnmary markat growth dnvers mean

that Halma companies operate in markets

in which their products contrbute positively
to the wider community These market
charactenstics and our cornmitment to health
and safety, the emvironment and people
development are reflected in the values held
by our employess and our operating culture
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We review our responsibility and sustainabity
reporting n accordance with best prachce
Legislative changes, particulary concerming
the emvronment and bnbery and corruption,
have provided an opportunity to review our
procedures 1in these important areas and
ensure they are accessible, cormnplant and
firmdy ermbedded within our busness

A detaled report on Sustainability 1s on
pages 4810 53

OUTLOOK

The resflience and diversity of cur markets,
long-term growth drvers and business
model gve us confidence that we can
continue to grow in today’s vaned market
condtions Dunng the year, Halma has
made four acquisions and further increased
irmvestment for organic growth through Talent
development, Innovation and international
expansion Since the penod end, order intake
has continued to be ahead of revenue and
order intake last year We expect to make
turther progress in the year ahead n ine with
our expectations

Andrew Willlams
Chief Executive

1 See Highights
2 Seenate 1 o the Accounts
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Market Review

Our businesses are able to
respond quickly to changes
in the market environment

MACRO-ECONOMIC, REGULATORY
AND COMPETITIVE ENVIRONMENT
Halma's strategy is to develop market
posttions pnmed for growth over 10 years or
more Qur operating companies have growth
strategies with three to five year honzons

Our focus on the supply of safety, health
and emvironmental products positions our
businesses in relatvely non-cyclical markets
with high bamers to enfry and long-term
growth driven by

+ increasing health and safety regulaton
+ increasing demand for healthcare
* increasing demand for ife-crtical resources

Regulation underpins most of our markets,
drving sustained demand and often making
customer spending non-discretionary Our
companies’ strong market postions delver
upgrade and replacement sales cpportunities
as customers sesk to maintain compliance
and conform with best practce

Our competitve environment 15 Influenced
by global, regional and natonal product
approvals or technical vahdations
Compiance with new and updated product
regulations is a steadily increasing cost and
techrical challenge but cur expertise In this
area enables us 1o respond quickly and build
competrtive advantage

Halma 1s exposed to a very diverse range of
carsfully selacted niche markets, sach with
1ts own urique drivers As a resuft, macro-
acconomic factors can atfect our businesses’
competrtve environment very differently
depanding on ther market segment and
geographic exposure

Qur operating companies develop and
execute their own growth strategies and
respond to changes in ther specific markets
Sector management teams provide strategic
support and oversight for wider-reaching and
longer-term market dynamics More detail
about our market segments and competitive

Global total, urban and rural population

8 Halma plc Annual Report and Accounts 2016

armronment IS given in the sector reviews
on pages 34 to 41

Our strategy of focusing on non-cyclical che
markets with growth underpinned by resilient
regulatory drivers and product approvals
provides our businesses with genuine
stability' resilence in challenging economic
condtions and organic growth above
prevaiing market rates This underfying
intnnsic strength enables us to plan and to
invest for the longer term with confidence

For 2016/17, growth projectons for the US
economy, our largest geographic market,

are in the region of 2 6% Economic growth
forecasts in the regron of 17% in Europe and
2 2% in the UK are expected to support
steady growth in these markets The volabfity
of Steling relative to the US Doflar and Euro
means that our companies need to manage
input costs and pncing closely

The emerging economies are forecast

o contriue to grow at 4 or 5% through
2016717 Developing socio-economic
condrtions n Asia and South Amenca are
expected to fuel greater demand for our
products used to create safer workplaces,
provice heatthcars, improve infrastructure
safety and manage Ife-crtical resources




INCREASING HEALTH AND

SAFETY REGULATION

Alarge maortty of work accidents are
preventable and employers throughout the
world must comply with increasingly stnct
government laws and regulations o protect
ther workers, the ervronment and ther
assets from workplace hazards

A growmng number of countnes are now
focusing on occupational safety and health,
and on preventing accrdents and work-
related iiness Thers 1s a global frend for
governmenis, employers and workers

1o recogrise the signdicant economic

and personal Impact of work accidents
and Il health

In parallel with Increasing natiorial regulation,
particutarly In developing economies, many
multnational employers based inthe
developed world are extending ther health
and safety practices across therr global
operations Employers ncreasingly recognise

Global health expenditure

that work-related acoidents and diseases can
damage productivity, competitiveness and

a business’ reputation These factors drive
demand for our Process Safety and
Infrastructure Safety products

Globally, an estimated 2 3 million workers
die each year from accidents at work and
work-related diseases That s over 6,000
fatalites per day, or one person every 15
seconds A further 317 mifion workers
suffer non-fatal work accidents every year

The financial Impact of poor occupational
safety and health practice 1s due to absences
from work and sickness, disability benefits,
compensation, internuption of producson and
medical expenses In additon to the human
cost, this 1s a social and economic burden
for enterpnses, communities and countnes
The macro-economic impact of occupaticnal
injunes, liness, cisabiity and incapacty 1S
estimated to be 4% of global GDP Above-
average workplace casualty rates i some
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countnes are estimated to be costing up
1o 10% of annual GDP

Safety and health at work standards

and practices vary considerably between
courtnes, economic sectors and social
groups However, they are generally nsing
and becoming more closely alrgned Deaths
and injunes take a particularly heavy tollin
daeveloping countries, where a large part

of the population may work In hazardous
condions However, greater investment and
advances In occupational safety are reducing
the number of fatal accidents at work

Govermments arcund the world are prompted
by deaths and injunes caused by acciderts
to introduce new and tougher regulations
that protect people from hamm in commercial
buldings and public places The continuous
introduction of new, mandatory bulding codes
affecting fire protection, bulding security,
autormnated doors and elevators dnves
demand for our infrastructure Safety products
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Market Review continued

INCREASING DEMAND

FOR HEALTHCARE

Global heatthcare demand is dnven by
five long-term demographic trends

* ageing of the global population

* growth of the global population

* ncrease in chronic disease

e nsing developing world incomes

* new medical technologies and therapies

All regions of the world, in both developed
and developing economies, are expensncing
population ageing together with nsing
prevalenca of age-refated chronic disease
These demographic factors combine

to form a strong long-term driver for
healthcare services and products in our
Medical and Environmentat & Analysis
sectors Continuous advances in medical
technology and medical procedures also
stimulate demand for new equiprmerit

Drven by a global trend of declining fertility
and nsing longewvity, the number of pecple
aged over B5 s forecast to more than tnple
between 2010 and 2050 Life expectancy
1s expected to nse from 72 7 years in 2013
to 73 7 years by 2018 As a result, over 10%
of the world's poputation will be over 65
The proportion in Westem Europe will hit

20% and in Japan 28% Inthe USA, the
world's largest healthcare markst, increasing
Iife expectancy 1s predicted to double the
number of over-65s by 2050

While about 9% of China’s current population
are aged over 65, the proportion 1s projected
to nse to around 12% in 2020 This wik mean
that healthcare serices for the elderly will
accourt for nearly 23% of China’s total
healthcare budget

Although developed countnes have the
oldest population profiles, the large majonty
of older people and the fastest rates of
population agemng arg in developing
countries, where the number of older people
15 forecast to nse over 250% by 2050

Fertility rates are faling globally causing the
population growth rate to slow in almost
evary region except Alnca In 2015 the gicbal
population reached 7 3 bilhon, almost a
tnpling of the populaton in 1950 Desprite

the population growth rate falling, world
population is projected to nse to 8 5 bilion
by 2030 Almost 40% of population growth
dunng 2015 to 2030 s expected n Afnca

Global healthcare spending - about 10% of
global GDP - 1s forecast to grow faster than
the global economy over the next decade
at over 6% annually The global healthcare
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market is stit dominated by the developed
world Economies such as the USA, Europe,
and Japan spend about 12% of GOP on
healthcare whereas developing econornies
average about 6% of GDP Advanced
economies account for almost two thirds

of the world's healthcare expenditure with
the USA alone responsible for 40% of the
global spend

In addition to ageing, population growth
and nsing affluence are strong drvers of
healthcare dernand in the developing world
Healthcare spending n emerging nations

15 forecast to nse dramatically with annual
growth estimates for Indra and China at
over 15% and 12% respectvely, boosted by
natonal intatives to Improve accessibility
and qualty of healthcare

The incidence rates of cancer, heart disease,
stroke, respiratory disease, diabetes and
hypertension have nsen sharply in the past
decade, partculary in developing regions
These chronic diseases are the leading cause
of mortalty worldwide due to population
ageing, more sedentary Ifestyles, changing
diets and nsing obesity Halma's focus on
ophthaimology and advanced blood pressure
monirtonng products directly retates to the
dagnosis and treatment of these chronic

and age-related diseases




INCREASING DEMAND FOR
LIFE-CRITICAL RESOURCES
Contnuous growth n demand for ife-cntical
resources is the result of socal and economic
development The Unrited Nations predicts
that the world's growing population wall need
at least 40% more water and 50% more
energy within the next fifleen years

Rising energy consumption and water usage
15 driven by four key rends

* populaton growth

* aconomic growth

* nsing Imng standards

* dietary and agncuttural changes

Ounng the 20th century, water consumphion
grew twice as fast as the world population
Increasing global demand for fresh water
resourcas Is driven by growing populations,
urbanisation, migration, food and energy
production, and economic factors like trade
globahsation and changing patterns of
consumption These same irends have led
to the pollution of water resources, further
reducing the capacrly of the natural

water cycle to meet the world’s growing
water demand

Today, about one third of the global
populaton ives in water-stressed countnes
By 2025 that could nse to two thirds By
2050 the United Nations expects that the
world will need to produce 60% more food

(100% more in developing countries),
but the current growth rate of agncultural
consurnpbon of freshwater resources

15 unsustanable Water demand for
manufactunng industry worldwide is
predicted to nse by 400% from 2000

to 2050, with the largest increases

IN eMergng economes

Competition for water resources 1s forecast
10 Increase between industnes and economic
sectors, and betwean countnes in both
developed and developing regions  The rnsing
value of finrte water resources drives demand
for our water conservation, treatment and
testing products

As people m developing economies become
more affluent, they can swiich from starch-
based diets to meat and dary diets, which
raisas agncultural water demand Dietary
change has had the strongest mpact on
giobal water consumption over the past 30
years, and this trend 1s expected to continug
wellInto the middle of the 2151 century

Rising demand for energy and water is
strongly inked Water 1s used in power
generation, 1n fuel extracton, transport and
processing, and to irngate biofuel feedstock
crops Water use in energy production can
also affect fresh water resources by reducing
the downstream volume and qualty Energy
15 vital to prowide fresh water, powenng the
systems that coliect, transport, distnbute and
treat it After agnculture, energy production 1S

the second largest water consumer Energy
uses about 15% of the world's total water
withdrawal, but this 15 expected to nse 20%
by 2035

Global econormic growth 1s forecast to dnve
up enargy demand by 34% between 2014
and 2035 Most of the extra energy will be
consumed in the fast-growing emerging
economies, snergy use within developed
OECD countnes 1s expected to reman
largely unchanged

The oil and gas segment of the energy
markat consists of three sectors
upstream (exploration and production),
midstreamn (storage, processing and
distnbution), and downsiream (ol refining
and raw gas processing)

In response to the recent slump in ol prices,
the ol majors have postponed many projects
and made massive cuts in upstream capital
investrment Despite signs in the second
quarter of 2016 that the ol pnce 1$ beginning
to nse, energy ndustry forecasts suggest that
upstream sector caprtal investment is iikely
to continue to fall in the short- and medium-
term Conversely, the ol pnce fall has been
favourable 1o midstream and downstream
processors who have benefited from lower
feedstock prices As a result, mvestment
continues N midstream and downstream

oil and gas storage and refinery projects
where our Process Safety products have
most exposure

Several of our businesses may see revenue
from upstream ol and gas projects continue
to fal However, a combination of long-term
growth n energy demand, nsing capral
expenditure n refining, petrochemicals

and pipelines in the ol and gas nudsiream/
downstream seclors, and In altermnative energy
rarkets ke wind famn power generation, wil
cffer growth and dversificaton opportunities
for our businesses affected by the short-term
ol pnce fall

As global demand tor water resources
becomes unsustainable, the value of
conservation, improving efficiency and
effectve monitoring i1s growing  Several of our
Emvwronmental & Analysis sector businesses
cperate n markets driven by the global trends
of nsing demand for Iife-crtical resources
such as energy and water Rising energy
demand and continued global investment

in the key sectors of traditonal and
uncorventional energy sources also drives
demand for our Process Safety products
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Business Model! and Strategy

Creating long-term sustainable value

Business model objective
Our objective 1s to double every five years We aim to achieve this through a mix of acquisitions and organic growth
Return on Sales in excess of 189 and Retum on Caprtal Employed over 45% ensure that cash generation is strong
enough to sustain nvestment for growth and increase dividends without the need for high levels of external funding

What resources our business model relies on

Financia! Product tnnovation Human Capital Intellectual Assets Relationships Sustainability
Qur strongly Developing and Investing tn our Building competitive Empowerning our  Miruimising the impact
cash generatve delivenng the nght people to enable advantage through  businesses to work  that our operations
businesses support products across talent leadership investment 1n R&D closely with have on the
investment our markets throughout aur and new product  customers, supplers environment
for growth businesses development and each other
What we do

Through innovation and acquisition, we have a portfolo of market-leading companies within our four sectors
Demand for our products i1s underpinned by resihent, long-term growth drivers

Process Safety infrastructure Safety Medical Environmental & Analysis
Competitive advantage

Each business builds strong apphcation knowledge and technelogy by focusing on its specific market niche where there are
often barners to entry We place our operational resources close to our customers through autenomous locally managed
businesses. We remvest cash into acquiring high performance businesses in, or close to, our existing markets

A sustainable strategy
Our strategy Our values

To acquire and grow businesses In Achievement
relatively non-cyclical, specialised global Innovation

niche markets The technology and Empowerment
application know-how in each company Customer satisfaction

delivers strong competitive advantage
1o sustam growth and high returns Cur investment pricrities

Innovation
International expansion
Talent development

Driving value creation

e

Key beneficianes of our value creation
Customers Communiies Employees Shareholders Supphers Governments

Measuring and protecting value creation
KPIs Risks and uncertainties Sustainability Governance

[} seep2a [ seep3c [ see pag [ seeps4
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Acquisition focus

Insight

Our market insight enables us to select businesses
in industries with long-term growth drivers.
These ensure that the need for our products is sustained,
through periods of significant macro-economic change.

Opportunity

We recognise the growth opportunities in the businesses we acquire and give

business owners the opportunity to sell their business and retain all the good

things that have made them successful. We then give them the opportunity to
collaborate with other Halma businesses to accelerate and sustain growth.

Value

The combination of this vibrant acquisition activity
and our organic investment enables us to deliver
sustained dividend returns over a long period of time.




Kirk Key
Process Safety sector
Acquired 2011




Insight

Trapped key interlocking is a method of ensuring processes operate safely.
It is specified as standard in Europe and is growing in prevalence in the USA
and Asia as industrial regulations are tightened to reduce the potential for
human error contributing to accidents.

Kirk Key is the established name in the USA for trapped key interlocking,
positioned as a leader in certain market niches, primed and ready for growth.

Opportunity

Adding Kirk in the USA to our existing safety interlocking businesses
expanded the geographic market reach of all of these companies. The potential
to share sales resources, technologies and customer support channels has
improved the level of service and innovation we can offer, strengthening
our leadership position in this important Process Safety market.

Value

Kirk has joined with our other interlocking companies Castell and STT underone

global management team, forming a truly global market-leading presence for

trapped key interlocking. Collaboration in innovation, sales and operational

efficiency gives these businesses the potential to build even stronger positions
in many new geographic and end markets.




Firetrace
Infrastructure Safety sector
Acquired 2015




Insight

Regulations around the world continue to require better fire
protection for people, places and property.

Fire protection is not just for buildings - damage to assets and fixed or moveable
equipment can be costly and dangerous too. Firetrace’s instant, automatic
suppression technology for siall spaces meets that market need perfectly.

Opportunity

There is great potential for Firetrace's systems in many markets, including the
server rooms and bus engine compartments they already protect. The experience
and connections of our existing Infrastructure Safety companies, as well as the
wider Group’s expertise in many international markets, can help facilitate and
accelerate this diversification and growth.

Value

Firetrace enhances and broadens our presence in the fire protection market,
adding a fast-growing company to the sector. It diversifies our end markets and

provides great potential for organic growth in new international markets.




Insight

People are living longer than ever hefore. At the same time demand for
better medical treatment, easier access to healthcare, and improved
quality of life is growing.

Cataracts are an inevitable part of the ageing process and are the world’s leading

cause of preventable blindness. Medicel's products are used by eye surgeons across
the world to treat this condition and give patients their sight back.

Opportunity

Medicel's technology allows a surgeon to insert artificial lenses through
very small mmonsmthepatlents eye, speeding up recovery time and
improving post-operative outcomes.

Halma’s wealth of medical and ophthalmic market knowledge,

experience and global support is helping to drive the spread of this
life-improving equipment faster and farther than ever before.

Value

Medicel's growth has been exceptional, with access to new geographic markets
and the support of other ophthalmic companies in Halma’s Medical sector.
Its success has encouraged further investment in the ophthalmic surgery market
with the acquisition of Accutome and MST in 2012.




Alicat
Environmental & Analysis sector
Acquired 2010



Insight

Many processes rely on precise gas and liquid flows. From industrial applicationsto
environmental monitoring, pressure and flow rates need to be carefully controlled.

Fast, accurate measurement of flow rates is crucial in many of the markets in
which we operate. Alicat makes some of the best mass flow meters in the world.

Opportunity

Alicat’s mass flow meters are able to measure the exact amounts of gas or liquid
passing through processes at any given moment. This technology is critical to
processes in a huge number of industries suchasfoodprocessmg,hjgh tech
manufacturing and scientific research. Halma’s hubs in China and India offer
Alicat the opportunity to build their presence in the markets faster,

Value

Alicat has continued to invest in new product development, process innovation
and international expansion to become one of Halma’s highest
and most profitable businesses. The Halma hubs have enabled it to diversify
the company’s end markets and position it for sustainable suceess.




Resources and relationships

Committed to a sustainable
business and society

We manage our
capital resources

to deliver a successful
and sustainable
business model.

FINANCIAL

Wa rely on our businesses o deliver strong
financial performance through nnovation,
cost control and high return on capital The
decentralised structurs of the Group enables
our businesses to capialise on opportunites
In therr local mariet, while operating within the
financial and operational control framework
of Halma. Qur operations are inherently cash
generatve and the Group has access to
competitively pnced finance, which prowdes
good iquidity and support for the growth
ambitions of Halma

[ See Financial Review p42

PRODUCT INNOVATION

Qur technology ts used to save Iives,
prevent mjunes and protect people and
assets around the world We aam to develop
and delver the nght products in each of

our markets Investing in new product
development and making complementary
acquistions enables Halma to develop

the range and quality of its products

D See Sector Reviews p34 to 41

HUMAN CAPITAL

Wa racognise that our people are a

valuable asset and investing in them s
essental to our success Developing talent
and diversity across our businesses gives
us a competitive advantage and ensures
that we have motivated leaders to dalver our
goals in an Inclusive and collaboratrve way

[ see Sustainabity pas

INTELLECTUAL ASSETS

Innovation 1 a key element of our business
model Empowenng our businesses to nvest
in new products and work collaboratively
with each other to share knowledge and
experience creates a culture where innovation
can flounsh Our Annual Innovation Awards
recogrise the contnbution made by our
husinesses In this area and further promotes
our collaborative approach

D See Chief Executve's Strategic Review p4

RELATIONSRHIPS

Interacton with our customers and supplers
1$ kay 10 developing market-lsading postions
in each of our businesses We stmva to
understand the needs of our customers

and work with our suppliers fo meet

these needs in the most effectve way

) see Sustanabity p4g

SUSTAINABILITY

We recogrise that our products rely on the
natural capital that 1s available in the world
and that we have a duty to minmise the
impact that our operations have on the
environment and protect natural resources
for future generations Halma s comimutted
to promoting sustainable business
practices and works to mprove the
Group's environmental performance

E] See Sustanabiity p48
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Key Performance Indicators

STRATEGIC FOCUS

Through careful selection of our market niches and strategic Investment i people development,
ntemational expansion and Innovation we am to achieve organic growth n excess of our blended
market growth rate, broadly matching revenue and profit growth m the medium term We buy
comparues with business and market charactenstics stmilar to those of existing Halma operations
Acqured busnesses have to be a good fit with our operating culture and strategy n addition to being

valus-enhancing financialty

STRATEGIC FOCUS

The measure of how successiul we are 1n growing
owr business organcally and by acousthion coupled
with strong financal disciplines, Including those
retated to tax and capital dlocation, 5 captured n
the Group's adjusted sarmings per share

Organic profit growth %
{constant currency)

3% >5%
Target

Performance

* Restated Seanote 3 to the Accounts

KP! DEFINITION

Organic profit growth s calculated at constant
currency and measures the change in profit
achieved in the current year compared with the
pnor year from continuing Group operations The
effect of acquistions and disposals made dunng the
current or prior financial year has been ebminated

COMMENT

Organic profit growth at constant cumency was
less than our target Growih of 3 4% included
strong performances n Envronmental & Analysts
Infrastructure Safety and Medical sectors, with @
decline n ol and gas markets adversaly impacting
Process Safety

2017 TARGET

The Board has established a long-term organic
growth target of 5% p a., shghtly above the
biended long-term average growth rate of

our markets

REMUNERATION LINKAGE

Growth in organic profit s & key element of the
economic value added performance which forms
the basss of the annual bonus plan, requinng
consistent annuat and longer-term growth,
rewarding discipkned financial performance

[) READ MORE

» Chief Execulive’s Strategic Review pd
¢ Financial Review p42

* Principal Risks and Uncertanties p30
= Note 3 to the Accounts p122

Acquisition profit growth %

8% >5%

Periormance Targst

Restated See KPP definvtion befow

KP1 DEFINITION

Acquistion profit growth measures the annuaised
profit {net of financing costs) from acquisitons
made i the year, measured at the date of
acquisition, exprassaed as a percentags of pnor
year profit Previously, the KP)I was based onthe
annualised profit contnbutions from the current
year's and pnor year's acquistions

COMMENT

Acquisiion profit exceeded our target of 5% for
the year following a record spend of £193m on
four acquistions 2016 was an excellent year for
acqusitons, financed through our strong cash
flow and increased debt faciities

2017 TARGET

Acquismions must mest our demanding critena
and we continue to have a strong pipeline of
opportunibies to meet our 5% growth target.

REMUNERATION LINKAGE

Growth in acquired profit 1s the second

key element of the economic value added
performance which forms the basis of the
annual bonus plan, requinng consisten annual
and longer-term growth, rewarding discipined
financial performance

() READ MORE

» Chigf Executive’s Strategic Review pd
* Financial Review p42

» Principal Risks and Uncertainties p30
¢ Note 3 to the Accounts p122
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EPS growth %
(adjusted eamings per share)

10% 2>10%

Performance Target

KPI DEFINITION

Adjusted earrings are calculated as earnings from
continuing operations excluding the amaortisation
of acquired intangible assets, acquisition tems,
profit or loss on disposal of operations the effects
of closure to future benefit accrual of the defined
benefit pension plans net of assocated costs
{2014 only}, and associated tax thereon

COMMENT

Performance was strong and mat our target
Curency transiation had a posrine impact
on the year's result

2017 TARGET

We aim for the combination of orgare and
acquistion growth to exceed 10% per annum
over the long term  The Directors consider that
adjusted earmings represent a more consistent
measure of undertying periormance

REMUNERATION LINKAGE

EPS providas a clear ink to the ams of the
busiress growth strategy 1 is a key financral
drver for our business and provides a clear
Ine of sighvt for our executves EPS 1s 50%
of the performance condition attaching to
the Executve Share Plan ntroduced m 2013

[ READ MORE
* Note 2 to the Accounts p121
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STRATEGIC FOCUS

Through careful selection of our market niches
and strategc Investment in people development,
ntemational expansion and mnovation we am o
achigve orgarse growth in excess of our blended
market growth rate, broadly matching revenue
and profit growth i the medium term

STRATEGIC FOCUS

We choose to operate n markets which are capable of deliverng high returns The abibty to mantan
these returns 1s a result of mantaning strong market and product posions sustained by continuing

product and process innovation

Organic revenue growth %
(constant currency)

6% >5%

Performance Target

Restated See note 3 1o the Accourts

KPE DEFINITION

Organuc revenue growth is calcutated at constant
currency and measures the change in revenue
achieved in the curent year compared with the
pncx year frorm continuing Group operations. The
effect of acquistions and disposals made dunng the
currant or prior financial year has been limnated

COMMENT

Organic growth at constant currency in revenue
exceeded our target with growth in three sectors
and alt major geographic regions

2017 TARGET

‘The Board has estabiished a long-term minmum
organic growth target of 5% pa sightly above
the biended long-term average growth rate

of our markets

REMUNERATION UNKAGE

Qrganuc growth in revenue contnbutes to the
economic value added parformance which forms
the basis of the annual bonus plan, reguinng
consistent annual and longer-term growth,
rewarding disciplined financial performance

) READ MORE

* Chief Executve’s Strategic Review pd
* Financal Review pa42

* Prncipal Risks and Uncertanties p30
* Note 3 to the Accounts p122

Return on Sales %

20.6% >18%

Performance Target

*  After restatement

KPI DEFINITION

Retumn on Sales 15 defined as adjusted profit
before taxation from continuing operations
expressed as a percentage of revenue from
continuing operations

COMMENT

Return on Sales was well above target
Environmental & Analysis increased Return
on Sales above 18% Infrastruciure Safety
and Medical sustained a strong performance
Process Safety demonstrated its resibence
despite tough market conditions

2017 TARGET

We aim to achieve a Returm on Sales within the
18% to 22% range while continuing to delver
proft growth

REMUNERATION LINKAGE

Retum on Sales is a measure of the value our
customers place on our products and of our
operational efficency High profitability supports
the generation of high economic vatue

) reaD mORE

s Chief Executive’s Strategic Review p4
* Financial Review p42

ROTIC %
(Return on Total Invested Capntal)

15.6% >12%

Performance Targst

After restalernertt

KPI DEFINITION

ROTIC 1s defined as the post-tax retum from
contnuing operatons before amortisation of acquired
ntangible assets, acquistion tems, profil or loss on
disposal of operatons, and the effects of dosure to
future benefit accrual of the defined benefit pension
plans net of associated costs (2014 onbjas a
percentage of average shareholders’ furxis

COMMENT
Consisteritly high refumns are in excess of our
lorg-term Werghted Average Cost of Capital
(WACC) ol 81% (2015 76%) In the year this KPI
was achversely affected by the strength of the US
Dottar increasing the Sterfing value of goodwill and
ntangible assets on the Consolidated Batance Sheet,

2017 TARGET

Arange of 12% to 17% 1s considered representative
of the Board's expectabons over the long term to
ensure a good batance between growth and retums

REMUNERATION LINKAGE

RONC performance, averaged over three
financial years, 1s 50% of the performancs
condion attachung to the Company's
Performance Share Plan and the 2015
Executve Share Plan

[) reaD MORE

* Chet Executive's Strategic Review p4
» Financial Review p42
* Note 3 1o the Accounts p122
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Key Performance Indicators continued

STRATEGIC FOCUS

Strong cash generation provides the Group with
freedom to pursue is sirategic goals of organic
growth, acquisiions and progressive didends
without becoming highly-ieveraged

STRATEGIC FOCUS

The safety, health and ermronmental markats

in Asia and other developing reg:ons are evolving
quickly We continue to rvest in establishing focat
selling, techmeal and manufactunng rescurces
to meet this cument and future need

STRATEGIC FOCUS

We have martanad high levels of RAD investment
and spending on innovation. The successiul
introduction of new products 1s a key contributor o
the Group's abxlity to build competitve advantage
and grow organically and internationally

Cash generation %

86% >85%

Performance Target

*  After restatement

KPi DEFINITION

Cash generation s calculated using adjusted
operating cash flow as & percertage of adjusted
opserating profit

COMMENT

Cash generation of 86% (2015 87%) was

in excess of the B5% target n the current year
with strong cash performances across the Group

2017 TARGET

The goal of Group cash inflow exceeding 85%

of profit 1s a metnc that has relevance at all levels
of the organisation and aligns managemant action
with Group needs We ensure that strong internal
cash flow and avariability of external funding
undarpin our strategic goals af organic growth,
acquisitions and progressive dvidends

) rReAD MORE

* Chigf Executve's Strategic Review pd
* Financial Review p42
* Note 3 to the Accounts p122

Intemational revenue growth %

7% >10%

Performance Target

KPI DEFINITION

Total sales to markets outside the UK USA

and Mainland Europe compared with the prior
year Thus KMl replaces the previous Intematonal
Expansion KPIl which measured these sales as
a percentage of total Group revenue

COMMENT

Revenue outside the UK, USA and Maintand
Europe increased by 7% which is below the
KPI target with strong growth in developed
markets Good progress was made in Asia
Pacific end Ainca, Near and Middle East
but tough econarmc condibons and a major
contract to South Amenca n the pnor year
contnixned to dachirung revenus there

2017 TARGET

The emphasts on international revenue growth
at twaca the rate of overall organic growth
ranforces the importance of emerging markets
and our strategy of establishing operations close
to our end markets

[ reapmORE

» Chief Executve's Strategic Review pd
* Financial Review p42
= Note 1 to the Accounts p118
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Research and development %

5.1% >4%

Performance Target

KPi DEFINITION

Total research and development expenditure
n the financial year {both that expensed and
capitalised) as a percentage of revenue

from contrwing operations

COMMENT

Total spend in the year increased significantty
by 19% to £41 2m {2015 £34 6m) and as

a percentage of revanue increased to 5 1%
All sectors increased R&D expenditure,

in partcukar, Medical

2017 TARGET

New products contnbuts strongly (o organic
growth, mantaring high retums and buiiding
strong market positions The 4% mirimum
nvestment target is appropnate to the mx of
product ife cycles and technologies within Halma

[} READ MORE

* Chief Exacutive’s Strategic Review p4
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STRATEGIC FOCUS

Halma conducts an annual survey of its
employees o assess how well the Group's
values are aligned with is employees’
current expengnces and {uture aspirations

STRATEGIC FOCUS

Safety s cnbcal and a maor pronty for the
Group Halma collects detals of its worldwide
reporied heatth and safety incidents and
encourages all Group companies 1o seek
continuous improverment in their health

STRATEGIC FOCUS

Halma development programmes prowde
key personnel with the necessary skills they
need in therr current and future roles, new
programmes Include non-exacutive director
{NED) opportunities, enterpnse programmes

and safety records and cufiure and sales management development,
alongside our refreshed executive, manager
and graduale programimes
Values alignment (out of 10) Health & Safety Development programmes
(Accident Frequency Rate) {management development)
o )
5 >5 0.11 <0.09 |58% >50%
Performance Target Performance Target Performance Target
KPi DEFINITION KPI DEFINITION KPI DERANITION

Tre survey of Group employses looks for matching
values In a companson of the 10 current cutture
values with the equinalent 10 values ermployees
want to sea i thewr working culture

COMMENT

The results indicate consistent alignment over
each year, meeting or exceeding the target

of five or mare matching values Numbers of
participants in the survey have increased by
12% since last yaar

2017 TARGET

The goal for 2017 will be to continue to wnprave
the Group's commurication of &s values and to
mainten the high rate of employee participation
in such surveys

[ reaD MORE

* Chief Executive's Strategic Review pd
+ Sustainabilty p48

The year-to-date Accident Frequency Rate (AFR)
15 the {otal number of reportable’ incidents m the
penod dwvided by the number of hours worked

m that penod by employees {including temporary
staff and any overtime) multiplied by 100,000
hours {representing the estinated number of
working hours in an employee’s work Ifetime}
The AFR figure represenis an ndicaiion of how
many incidents an smployee will have in his/hear
working bife

COMMENT

The Health & Safety AFR performance this

year was 011 2015 015) representing an
mprovement on last year We continue to review
all reported incidents and there are no specific
undertying patterns which cause concem

2017 TARGET

The target s mairdaned at 0 09 to match the
health and safety performance which was
achieved in 2014, with a view 1o ultmately
setting a reportable medent target rate of zero

) READ MORE
¢ Sustanabilty pa8

Specdied major injury incldents are reportable mcidents
‘whach resut n more than three workang days lost

Number of current employees having attended
an in-house development programme compared
with the estimated pool of qualifying participants

COMMENT

We met our targst, with 58% of our qualifying
participants having attended one of our
development programmes  The performance
metnc is influenced by the introduction of new
courses and new ekgible employees joinng
the Group through acquistions Overall we are
pleased with our performance and progress

2017 TARGET

Cur range of new programmes, and the
refreshment of existing programmes  indicate
our continued commitment to achieving this KPI

[} READ MORE

* Chief Executive’s Strategic Review p4
* Sustainabiity p48
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Risk Management and Internal Controls

Maintaining a robust risk
and control framework

INTERNAL CONTROL

The Board mesets regularty throughour the
year and has adopted a schedule of matters
which are required to be brought to 1t for
decision This procedura is intended to
ensure that the Directors mamntain full and
eftective corttrol over all significant strategic,
financial and organisatonal 1ssues and s
subsect to routine review

Dunng the year, achons to strengthen the
control emvireniment continue to be taken
centrally by Group management The sector
structure prowdes additional, dedicated
personnel who supplement and rerrforce our
controls and the culture n which we operate
within the subsidianes thernselves The duties
and responsbilities of management are
contnually refreshed as well as documented
The Group's policies and procedures were
moved 10 a secure web-based portal dunng
the year and updated to be in a more
user-nendly format The portal also includes
links to the addittonal guidance gven to all

subsidiary managing drectors and subsidiary
finarce directors Such guidance includss
aspects ranging from our Group benefits and
Incentives to information related to the internal
financial review procedurss conducted

to complement the operating control
environment. We continue to strengthen

the intemal and extermal resources utiised

n the identification of, and investigation into,
potental acquistions Our approach and
pohcies are particularly designed to ensure

a rapid and successful integration followng
acquistion The scope of the Group's
policies and the programme of complance
audits are regularly reviewed to ensure

they are sufficient to address current nsks
The Group placed addittonal emphasis on
updating our business continuity plans over
recent years ensunng that they are mutually
complementary to our Insurance programme

The Group's treasury-related policies are
kept under review to ensure that appropnate
accounting and banking arrangements

are ahgned with the Group's growth and
to ensure continued complance with
covenants and accounting requiremants

The Intemal Audit function has operated
independently since 2004, reporting to the
Audit Committee The team of thvee dedicated
internal auditors, residing in the UK, USA and
China, schedule vistts to Group companes

to conduct Internal audit procedures which
have recently been benchrmarked to

reflect changing crcumstances, specific
requirements and to enhance effectveness
The results of each internal audit are
documented for nternal distribution and acton
with an executve surnimary gong to the Audi
Commttes The team may also be imvolved n
any specal mvestigatons that may anse &t the
direction of the Company Secretary

Group nsk 1s mitigated by means of an
operating structure which spreads the
Group's activities acress a number of
autonomous subsidiary companies Each
of these companies 1s overseen by sector
axecutives and led by a high-quality board
of directors including a finance executve
The introduction of internal non-executive
director (NED) opporturuties within the Group
dunng 2017 will prowide further, mutually
beneficial, oversight of operations

Embedding internal comtrol and nsk
management within the operations of

the business and dealing with areas of
mprovement which come to management’s
and the Board's attention s a conbinuous

Group internal control system

The processes which the Board has applied in reviewang the effectivenass of the Group's systerm of internal control are summansed below

Operating comparues, with the ovarsight of therr sectar boards, carry out a detalled risk assessment each year and identify mitigating actions
n place or proposed for each significant nsk A sk register & compied from this nformation, agamnst which cperational nsk action 1s morutored
through to resolution and strategic nsks are reported 1o the Group Management also compiles a summary of signdicant Group nsks,
documenting existing or planned actions to migate, manage or avoid nsks

Each month the board of every operating company meets, discusses and reports on its operating performance, its opportuniies, the nsks
facing it and the resultant actons The relevant Sector Chief Exacutive or Sector Vice President chars this meeting Sector Chief Executives
meet regularly with the Cief Executrve and Fnance Director and report on sectoral progress to the Executive Board

Financial and trading ‘waming signs' are reported 1o Group and sector management Weekly data on cash management, sales and orders are
also reported drectly to the Chief Executve the Finance Director and the Group finance ieam This framework s designed 10 provide an earty
warning of potential nsks and to direct appropnate action where necessary

The Chief Execuiive submiis a report to each Halma ple Board meeting which includes the main features of Group operations and an analysis
of the significant nsks and opportunities facing the Group  The papers also cover progress aganst strategic objectves and shareholder-related
ssues The Finance Director also submits a separate financial report to each Halma plc Board mesting

Regular Director wisits to Group companues are schedufed and open access to the subsidiary company boards 1s encouraged, cyclical and
nsk-based intamnal control visits are carned out by internal audit or sentor finance staff resulting In actions beng fed back 1o each company and
followed up by senior finance executives and Sector Chuaf Executves Reviews ara coded in terms of nsk and & summary of all such reviews

15 given to the Audit Committee, vath any signficant control falings being reported drectly to the Audit Committes, senior finance staff also
conduct financial reviews at each operating company before publication of hatl-year and year end resuts We have a Group-wade [T policy
supported by a programme of IT heatth checks Group [T manages aspects of our cyber secunty nsks and T development needs

Tha Chief Exacutive, Finance Directar and Internal Audit function report to the Audit Gommittee on all aspects of nternal control The Board
receives reguiar reports from the Audit Committee Chairman and the papers and minutes of the Audit Commitiee meetings are used as
a basis for its annual review of nternal control,
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process and one which is subject 10 budgets and the previous year’s figures on disruptions The Group has a wide
rgorous scrutiny amonthly basis Weekly cash/sales/orders range of measures and policies and
reporting Including details of financial a framework in place which includes v
Group comparues operate under a systern of nsitutons = also mamaned withn the a vrual pivate netwerk covenng over é
controls which inciudes but is not imited to financial reporting system, al of which s 100 sites worldwide, secure frewalls, A
reviewed al both local, sector and Group levet, an IT secunty and threat monitonng o
defined O
. 2n apl?) mp:ragt:nﬁjom] om;rg;:tt;wm an Investment evaluation procedure toensure | SYStem, information management 2
egat an appropnate level of approval for al caprial audits, disaster recovery and a mobile 3
operatonal management which ensures devices management system, and O
appropnate segregation of key duties, expenditure and other capealised costs, h 3
+ the identfication and apprassal of nsks both | ® Seti-certification by operating company | © @n acquisiions and dispsals framework
formally, through the annual process of and sector management of complance whah govems the due digence,
prepanng business pians and budgets and control issues with additonal negotiation, approval and tegraton
through an annual detaled nisk assessment | venfication performed centraty; frocesses 10 ansirs thal vaue-enfiandng.
camed out &t local ieve! and Informalty a robust structure for electronic g ee?é:ﬂ SvaTeegnéSOM In order 1o
through close monitonng of operations, communication and conducting
. hensive financal e-commerce 1o ensure that the Group See Viabiity Statement on 68 @
flegootg‘:ljyreenhanc:ecl withmn m&mﬂ is not adversely impacted by threats to ’ i %
foracast : , nroved its information technology infrastructure )
results are with ap and to minimisa potential for business §
M
Group risk management
-
:
>
—
«
2
<
m
5
7]

The diagram below summanses our complementary integrated approach to nsk management which 1s consistent with the Group's
structure Halma has also refined the timings of the Group-wide nsk assessment as well as the division of responsibility for the nsk

Bottem Up

Operational Risk Management

» assessment of the effectrveness of nsk management
systems across the Group, and
* reporting principal nsks and uncertaintes in the Group

= reviswing completeness and consistency across
the sectors end adequacy of migation actions

» consideration of the aggregation of sk exposures
across the businesses, and

* rgview/management/consolidation of operational
nsks {both sector and business unit, delegated as
the Sector Chief Executive deems appropnate)

« reporting of significant and emerging nsks 1o the Group,
¢ identification evaluaton, priontsation, mitigation
and monitonngof operational nsks which are the
responsibility of each subsidiary company; and
» dentdication of strategic risks which are reported

réview Cycle throughout the year
Top Down
Strategic Risk Management
* rgview and management of the strategic nsks
of the Group with visibility of the sector nsks,
* consderation of the emvironment iIn which the Board and Audit
Group operates, and Committee
« sething the nsk appetite of the Group
« delivery of Group strategic actons, and
* monitonng Group key nsk indicators
Executive Board
and Sentor Finance
Executives
» exscution of any Group—evel strategic actions,
and reporting on any dentified key rsks and
meigation progress Subsidwary
Companies
to the Group
v
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Principal Risks and Uncertainties

Halrma's principal nsks and uncertanties are detailed below and are supported by the robust nsk management and intemal control systems

and procedures noted on pages 28 and 29

Movements mndicate management’s perception of how the pre-mmhigation nisk has moved year on year.

Strategic Risk
objective Risk description appetite Risk rating Movement Potential impact
Globalisation Q » Weakenung of financial, tax, audt and legal
The global nterconnectedness Medium High control and divergence from overall Group
of operations poses wide-ranging strategy in remota operabions, leading (o
challenges across the Group businesses taking on mora nsks than inended
especially where ::jsmesses gal urm(pectm ed pt‘iynanccaMh lécalmlaws -
manage operational matters via * 18 10 COMm reg
remote locations, the increasing in unfamiliar temtones, leading to reputational
global spread of our businesses, ssues and legal or regulatory disputes
particularty in China, requires » Contnued international growth increases risk
additional wgilance over * Missad opportunities due to falure to mobilise
communication, culture, training resources etficiently
and export controls/sanctions in
order to anticipate and contain
any wvuinerabiiies
Competition C » Loss of market share due to pnoe pressure
The Group faces compattion Medium Medium and changing markets
In the form of pricing, service, » Reduced financia! performance ansing from
retiabiity and substitution competitive threats poth from third parties
and customers bringing production in-house

Economic condrtions 2 * Reduced financial performance
In tirmes of uncertain economic Medium High s Loss of market share
condmons, businesses face » Unforeseen iabities
additional or elevated levels of » Disruption of service to customers
nsk These include market and + Rreaches of legal or regulatory requemnants
custorner nsk, customer defautt resuiting in fines/penattes mpacting the
fraud, supply chain nsk and Group financially and reputationally
fiquidity nsk + Patential impairmert of goodwill
Financial * Constraints on trading and/or acquinng
Funding Low Medium new companies imiting the Group's
A kay nsk s that the Group may growth aspirations
run out of cash or not have access + Avallability of additional funding in
to adequate funding In addibon tradmonal debt markets
cash deposits are required to be + Permanent loss of shareholders’ funds
held in a secure form and location and/or restnctions on dvidend payments

+ Geanng has ncreased dunng the year
Treasury C » Volatla financial parformance ansing from
Breaches of banking/USPP Medium Medium translation of eamings from the Group's
covenants and foreign currency nsk increasing proportion of overseas operations or
are the most signdicant treasury- poorly-managed foreign exchange exposunes
related nsks for the Group [n times + Dewation from core strategy through the
of mcreased volatdity this can use of speculatve or overty complex
have a sugmﬁc_a}nhte wgpad on gnandal mmnts ol
performance roup s + Financial penalties, reputat damage
exposed 10 a lesser extent o and withdrawal of faciites ansing from
other freasury nsks such as breach of banking/USPP covenants
interest rate nsk and bquidity nsk. * Increased Interest rate nsk on higher

forecast borowngs
Pension deficit v + Excessive consumplion of cash,
To meet our pension obligations, Medium Medium iLmemng ivestment N operations
we must adequatety fund our cosed s Lnexpectad vanability in the
UK defined benefit pension plans Company's financial resuits
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O\ Increased nsk D No change to nsk 2\, Decraased nsk

1H0d3k DID31vULS

Mitigation

+ Control is exercised locally m accordance with the Group's policy of autonomous management We seek to employ local high-quality experts

» The rereasing geographic drversity of operatng personne! emphasises the importance the Group places on local knowledge and expenence

* The Group's acquisition model ensures retention of management and staff in acquired businesses, meaning that local expertise is retained

* Seclor Chisf Executives ensure that averall Group strategy 1s fulfilled through ongoing review of the busiesses The nght balance between
autonomy and adherence to the overall objectves of the Group s a key function of the Sector Chief Executives, Sector Vice Presidents and
Senior Finance Executives

* Regular visits to remote operations and maintenance of key adwiser refationships by senior management, finance staff and Internal Audn
support local condrol

» The Group's geographic and product dversity reduces nsk

* By empowenng and resourcing Innovation in local operations to respond to changing market needs, the potential adverse impact of downward
price pressure and compstitron can be mitigated and growth mantaned

* Wa recognisa the competitive threat coming from emerging economies and by operating within these economies, typically using local statf,
we are better placed to make fast progress oursetves

* The Group operates in spaciaksed global riche markets offering hgh barners-to-entry

+ Risks are pnmanily managed at the operating company level where local knowledge ts situated The financial strength and avadability of
pooled finances within the Group miligates local risks faced by operating companies as does the robust credit management processes
In place across the Group

* The Halma Executive Board lentifies any wider trends which require action

+ The Group's geographic diversity kmits Its exposure to economic nsk ansing i any one territory The Group does not have sigrificant
operations, cash deposits or sources of funding in economically uncertamn regions

* The strorg cash fiow generated by the Group provides financial flexibilily

* Cash needs are monitored regularly In addition to short-term overdraft factdies, the Group renewed and increased 1o £360m fs five-year
revolving credit facity In 2013 providing secunty of funding and sutficent headroom for Its current needs

= The Group ncreased s funding capacity in 2016 va a US$250m US Private Placerment

+ Cash deposits are monitored centrally and spread armongst a number of high credit-rated banks

* The nsk has increased because more of the Group's profits are dermved fror non-Siering currencies Currency profits are not hedged Currency
hedging must fit with the commaercial needs of the busmess and we have in place a hedging strategy to manage Group exposures This requires
the hedging of a substantial proportion of expected future transactions up to 12 months {and in exceptional cases 24 months) ahead Longer-term
currency trends can only be covered through a wide geographic spread of operations

* The Group does not use overly complex derivatve financial instruments and no speculative treasury transactions are undertakan

* Wa closely monrtor performance aganst the financial covenants on our revoling credd facdty and USPP and operate well withn these covenants

* There s regular dialogue with pension fund trustees and pension strategy is a regular Halma Board agenda tem The Group s strong cash flows
and access to adequate borrowing faciiies mean that the pensions nsk can be adequately managed

* The Group has mantaned additonal pension contributions with the overall objective of paying off the defict n ine with the Actuary’s
recommendations Alernative means of reducing pension nsk 15 evaluated in ight of the best long-term interest of shareholders
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Principal Risks and Uncertainties continued

Movements mdicate management's perception of how the pre-mrtigation nsk has moved year on year.

Strategic Risk
cbjective Risk description appetite Risk rating Movemnent Potentia! impact
Cyber security/Information /_\ « Delay or impact on decision making through
Technelogy/Business Low High lack of availabity of sound data or disruption
interruption in/deniat of service
Group and operational * Raduced service to customers due to poor
management depend on timely nformabion handing or ntertuption of business
and reliable mformation from our s Prevention, detaction and containment of
IT systems o run thew businesses global threats to systems and critical
Wa seek 10 ensurg continuous nformatien ars iInadequate
avalability secunty and operation = Loss of commercially sansitrve and/or
of those information systems personal nformation
Cyber threats continue to show « Intended and unintended actions of employeeq
an ncreasing trend cause disruption, including fraud
Acquisthons « Falure 10 attract sufficient numbers of hgh-quality
The dentfication and purchase Medium High D busnesses 10 meet oLr strategec growth target.
of busmesses which meet our * Falure to deliver expected resuits resulting
demandng financial and growth from poor acqursiion selection
crmena ane an imporiant part of our » Failure to identfy new markets in which
strategy for developing the Group, to expand
as 1s ensunng the new businesses » Reduced financial performance ansing from
are rapidly integrated into the Group failure to integrate acquisrions into the Group
* Unforeseen labiites ansing from a falure to
undarstand acqwistion targsts fully
Laws and regulations Q * Unfavourable changes in laws and reguiations
Group operations are subject o Low High that rasinct the export of our products
wide-ranging laws and regutations » Reputational damage and/or loss ansing
nciuding business conduct, from nadvertent non-compliance
employment, export controls/ s Drversion of management resources resulting
sanctions, emwronmental and n lost opportunities
heatth and safety legistation There * Panalties ansing from breach of laws
15 also exposure to product ihgation and regulations
and contractual ngk The laws and * Loss of revenue and profit associated
regulations we are exposed to &s with contractual disputes
our businesses expand around the
world ncrease each year
Succession planning * Falure o recrut and 1o retain key stafl
and staff quality Low Medium ileading to reduced innovation and progress
Group periormance 1s depandent in the business
on having high-quality leaders at all * Unethical actions of staff causing reputatonal
levels and an organisation allowing damags to the Group
us to contirwe to grow through * Acquistion growth imied due 1o our
acquisition as well as dving orgaresation's and leaders’ nabilty to
organic growth effectivaly manage acquistion integration
* |nternational growth increasing the need for
high-quality local talent
Research & Development and » Loss of market share resuting from product
Intellectual Property strategy Medium Medium obsolescence and fadure to mnovats to meel
New, high-quality products are customer nesds
critical to our organic growth and » Loss of market share resutiing from a failure
underpin our ability to eam high to protect key ntelleciual property
margins and high retums over the * Loss of market share resulting from product
long term quality ssues ncluding the necessity to
recall/replace product
* Diversion of resources 10 address
relaied matters
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MHitigation

+ There s substantal redundancy and back-up built into Group-wide systems and the spread of business offers good protection from indmidual events
* A small central resource, Halma IT Sarvices assists Group comparnies with strategie IT needs and ensures adequate 1T secunty policies are used
across the Group

An [T secunty committee was set up in December 2012 compnsing central and subsidiary [T personnel

Halma IT has been ISO 27001 2013 certrfied for its information secunty managerment systems

Regular IT health checks are conducted Comprehensive IT systems monitonng was mtroduced in 2014

Cyber nsk and securtty is a regular Board agenda stemn addressing the landscape as it evolves

External penetration testing 1s utiised and the roliout of @ centralised [T disaster recovery solution to supplement local processes has been completed
Business cortinutty plans exist for each businass unit and with ongoing testing

Educator/awareness of cyber threats contnues 1 ensure Group ernployees protect themnsatves and Group assets,

The sector restructunng in Apnt 2014 freed up additional resource to focus on M8A activities supporied by the appointment of dedicated sector
acquisiton personnel Such resources remain under constant review

We acquire small and medium sized bustnesses whose technology and markets we know well or who operate in adjacent markets

Sector Chiet Executives are responsible for finding and completing acguisiions in therr business sectors subyect to Board approval, supported by sector
and central resources, as necessary We employ detalled post-acquistion Integration plans

Thorough due ditgence Is performed by a combination of m-house and external exparts to ensure that a comprehensive appraisal of the commercial,
legal and financial posttion of every target 15 obtained

Incenives are ahgned to encaurage acquistions which are value-enhancing from day one

The Group's emphasis on excellent mternal controls, high ethical standards, the deployment of high-quality managemen resources and the strong
focus on quality control over products and processes in each operating business help to protect us from product fallure, lihgation, fraudulent actates
and contractual msues

Each operating company has a health and safety manager responsible for compliance and our performance in this area 15 good Health and Safaty
policies, gudance and monthly reporting requirements are updated to reflect changing reporting and governance requirements and o enhance
comphance Our well-established pohcies on bribery and corruption have been mantaned during the year to ensure contmued compliance with
best practice nternally, wia the Group Code of Conduct and externally, via appropnate clauses included in third-party agreements

Comprehensive Insurance covers all standard categores of insurable nsk Contract review and approval processes mitigate exposure to
contractual hability

The Group's whistieblowing policy and externally facilitated hotine assist the imely identdication of potertiial problem areas

Continued investment in intemational markets may introduce additional nsk while we develop the appropnate commercial iInfrastruciure necessary
to budd a drect presence

.

Group development programmes are under continuous development to ensure they deliver enhanced skils for executives and middle managers
as needed in their current and futurs roles

Comprehsansme recruiment and ongoing evaluation processes assist igh-qualty hinng and development

The Group regularly surveys staff to assess the alignment of indnviduals with Group values

The Group Tatent Director assists the identfication and development of Group executnes

Ongoing focus on ncreasing the diversity of our employees worldwids 1o better mest our markets” needs and prowde sufficient opportuniies
for advancemenit as well as clear succession planning

» Considerable tme spent assessig senior managernent talent and establishing better processes to mprove the talent ppedine has advanced our
succession planning and talent quality

+ Devohng control of product development to the autonomous operating busmesses spreads nsk and ensures that the people best placed to service

the customers' needs are driving Innovabion

New product development ‘best practce’ ts shared between Group companies and return on investment of past and future innovation progects is

tracked monthly This ensures that the collective expenence and expertise of the Group can be utlised to maxamum effect

» Large R&D projects, especially those which are capitalised, require Head Office approval, ensuning that the Group s ssgnficant projects are afigned
to overall strategy

*» Workdorce quality and retention s a central objective Thes focus ensures that ntangible resources stay and grow within the business

+ Oparating businesses are actively encouraged to develop and protect know-how in local junsdictions

* Innovation s encouraged and fostered throughout the Group, inter alia, via the Haima innovation Awards
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Sector Review

Process Safety

Products which protect assets and people at work.
Specialised interlocks which safely control critical processes.
Instruments which detect flammable and hazardous gases.
Explosion protection and corrosion monitoring products.

Philippe Felten
Sector Chief Executive, Process Safety

Performance
Group
KPIs 2016 target
Revenue growth’ {1.8%) -
Organic revenue growth' [constant currency) {5 3%) »5%
Profit growth' {11 6%) -
Organic profit growth’ {constant currency) {14 8%) >5%
Return on Sales? 254% >18%
We met the challenges in the oll and gas sector by focusng | R8D % of Revenue® 3.7% >4%
on a continuing strategy of product and end-market
dversification, geographic expansion and market-leading ntributi
customer service New prodiuct R&D investment to dnve Co bution to Group
diversfication was martaned At the same time, wecamed | £m 2016 2015 2014 2013 2012
out ngorous overhead control and reorganised management | Ravenus 155 159 127 126 422
fo afign our businesses with changing market condiions
Profit 40 45 35 32 29
o, 0,
Revenue % of Group  Profit % of Group - and soctor proftbetore a0 othe
o o equivalant price year figunas.
19 /o 22 /o ' Retum on Sales is definad es adjusted! secior profit before finance expense and taxation

expressed as & percenage of 56Cion revenue
*  Sector research and developmen! expendiurd expressed as 8 percentage of sector revenue
* Adusiad to rermove the emortisation of acquired intangible assets and scquisition tems
{sse note 1 10 the Accounts).

MARKET TRENDS AND GROWTH DRIVERS

The undertying long-term dnvers in our Process Safety markets are
unchanged, despite challengmng market conditions We expect them
to reman the key growth factors

* increasing and more stnngent global health, safety
and environmental regulations

» populaton growth and industnalisation stmulating nsing energy demand

* increasing development, complexty and geographic spread
of energy resources and ther safety requrerments

The global expectation of improvermnents sn workplace health and safety

15 backed by government occupational safety and health programmes
worldwide and continually increasing regulation This will continue to drive
long-term growth in our target process safety riches at rates above general
economic growth

The dramatic fall in oll pnces - 60% down from ther high point in 2014 -
was caused by oversupply combined with lower demand due to slowing
economic growth, paricularty n Chuina Ol pnce decline has had
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a considerable impact on the ol and gas
sector and on the wader global economy
Upstrearn capital expenditure (explorabon
and producton) by the ol majors has been
cut signdicantly, with many progects postponed
Capital investrnant in longer-ierm midstream
and downstream projects {slorage, processing
and distribution), where our products have
MCSt expOosUre, IS COMtrung

Current market conditons are not expectad
to atfect worldwide govermnment ard local
authorty programmes of Imposing stncter
legisiation to protect people and the
environment. We do not amicpate signdicant
change in ol and gas upstrearn capital
expenditure dunng 201647 Our businesses
will continue to focus on market segrments
where nvestment continues and where our
techrical know-how transtates into improved
safety and operatonal efficiency for customers

Mdstream petrochemical and chemical
processors have benefited signficantly from
faling ol pnces due to cheaper feedstocks
In these marksts we expect continued
investrment in raising safety standards

and we expect to benefit frorn this trend

Our businesses focusing on machine
automation, sequental equiprnent control
and gas detection have minor revenue
exposure to ol and gas These companies
continued to grow strongly throughout
2015/16 and we are confident of continued
growthn 2016/17 Innovation, geep
understanding of customer applications
and continuously Improving geographic
support ara the main drivers for growth

in the non-o Process Safety markets

GEOGRAPHIC TRENDS

We performed well in US and Asian non-oil
markets and these temmtones remain key
growth targets for this sector India s stll a
growth market where demand for improved
safety throughout the process industnes s
nsing and we anticipate stronger emphasis
on safety and environmental protection
regulation in the medium term

Europe was stabls due to its flat economy
but we expect t© expand our position with
our recently merged and strengthened
business units

In China our businesses are marketing
colaboratvely with shared sales teams

and service facilibtes This will reinforce our
presence and deliver greater penetrabon in
this market The Tiaryn chermical warehouse
explosion in 2015, in which 173 pecple died,
has prompted the Chinese govemment

to raise safety standards n hazardous
ermvironments and actively esnforce

existing regulations

In ol markets, the mature and declining
North Sea and the USA will continue to be
challenging Production volurnes are now
fallng even in the prevously resiient US
shale off Industry

While we expect the upstream oil market will
reman subdued on a global basis, there are
opportunities IN Asia and the Middle East
where the actmty level remains attractve

STRATEGY
Our strategy for growth n the Process Safety
sector contnues 1o focus on

* investment in new products to diversify our
end markets and meet local market needs

* geographic market expansion via shared
regional sector hubs

* acquisitons, predominantly n aciacent
markets with low ol and gas exposure

Dunng 2015/16 we combined several
companss with similar end markets to raise
operating efficiency and support growth In
chemcal, petrochermical, pharmaceutical,
and food and beverage markets around the
globe The strategrc goals were to

* speed up product nnovation

* ncrease market and geographic
dversfication

* IMmprove customer senaces

Two businesses that specialise in safety
control systems for process valves were
merged to create a strong and innovative
valve management company The merger
will help accelerate product innovation and
mproved control technologies to make valve
operation simpler, more efficient and safer

Management of three of our machinery
access safety businesses (based in the UK,
USA and France) has been integrated with
asingle board Each cormpany cortnues

to operate with its establshed branding

and local manufacture, but R&D has been
centralised This strategy reimtorces our ability
1o add value through mnovation but mantans
alocal footpnr so that close contact wath
customers remams a strength

QOur Process Safety businesses will continue
to invest in R&D with an increased focus

on understanding local customer needs,
particuarly in the new markets we enter

We encourage collaborative shanng of
market intellgence about routes to market,
sales channels, tender projects, OEM
customers and end-users

Qur cormosion montonng business,
acquired In 2014, was impacted by the
o pnce fall and reduced capital and
operating spend by customers We have
reorganised the business’ structure and
aready see benefits In terms of market
reach and increased efficiency

PERFORMANCE

Revenue dedlined by 2% to £155m (2015
£159m) and profit fell by 12% to £40m (20115
£45m) At constant cumency, organc revenue
was down 5% and profit was down 15%
Retum on sales was 25 4% (2015 28 3%)

Haif of our Process Safety seclor businesses
are expossd to markets affected by the

ol pnce Many customers were forced to
cut capital expenditure which negatnely
impacted our revenue The other halt of the
sactor, ncluding gas detecton, maching
automnation and sequential safety, delvered
growthiin lne with expectatons We grew
revenue In the UK, US and China while
facing more challenging conditions in
Europe and Australia.

Our companies active in valve management
and pressure management have delivered
consistertt growth in recent years, dnven by
nsing energy dernand In 201516 we faced
signficant capex reduction in the upstream
ol and gas sector

R3D spend in the sector iIncreased to

3 7% of revenue and focused on delvening
products and solutions that support our
market diversification strategy In addition,
we have added montonng capabilities
allowing digital data communication with
our safety-critical products

QUTLOOK

Cost reduction and the diversiication
strategy focusing on, for nstance, the
chemical, phamaceutical, and food and
beverage process markets, combined
with structural management changes, wilt
let us make progress Cortinued growth
In our non-gnergy niches — machine
automation, gas detechon and sequental
safety control systemns ~ will continue to
support sector growth

We see growth opporturuties for our gas
safety products in niche applications and we
expect growth in 2016/17 due to improved
markst inteligence and better sales
axecution, particulary in export markets

Well-dlesigned process safety systems

have the dua role of ncreasing safety

whils martanng hgh productvty The
evolution of montored process safety
systemns incorporatng sensors and digria)
data communications for alamm tnggenng
opens new possibilities to posrion our value
proposition raising production process
efficiency combined with regulatory

safety compliance

There s a clear trend for greater regulation

n the chemical and petrochemical markets,
and this wil continue to drve demand for our
process salety solutions Qur Process Safety
acquistion polcy 1S to acqurre In fugh growth
sectors relatvely mmune to commodity
pnce cyclicality

We do not expect recovery in ol and gas
customer spend dunng 2016417 The bengfits
of our cost reduction and diversfication efforts
should help to mitigate these unfavourable
market condibons as we move through the
coming year
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Sector Review

Infrastructure Safety

Products which detect hazards to protect assets and people in public
spaces, transportation and commercial buildings. Fire and smoke
detectors, fire detection and suppression systems, security sensors
and audible/visual waming devices. Sensors used on automatic doors
and elevators in buildings and transportation.

Nigel Trodd

Sector Chief Executive, Infrastructure Safety
Performance

Group

KPIs 2016 target
Revenue growth' 13 2% -
Organic revenue growth' {constant currency) 6 3% >5%
Profit growth' 12 3% -
Organic profit growth' [constant currency) 4 5% »5%
Return on Sales? 21 2% >18%

The Infrastructure Safety sector delivered strong revenue and | R&D % of Revenue? 5.3% >4%

profit growth in 2015416 Our results benefited from good

performances from both estabiished and recertly acquired

businesses Firetrace LLC was acquired in October 2015, Contribution to Group

adding fire suppression products to our global fire portfoho £m 2016 215 2014 2013 2012
Ravenus 265 234 220 205 204

0, o,
Revenue % of Group  Profit % of Group Profit 56 50 44 42 ag
33% 31%
0 0 ' Sector revenue and adjusted* sector profit before finance expense ere compared to the
equivalent prior year figures.

?  Retumn on Sales 1s defined a3 adjusted* sactor profht befora finance expense and taxation
expressed es a percentape of secior revenua
¥ Sector resetrch end devaiopment expenditre expressed a3 B parcentage of secior revenue

1 Adiusted to remove the amorisabon of acqured Intangibie essets and acguisiion tems.
[see nota 1 1o the Accounts)

MARKET TRENDS AND GROWTH DRIVERS

Increasing health and safety regulation and nsing safety awareness n both
developed and developing regions 1s the prmary driver in our Infrastructure
Safety sector Customer demand in this sector 1s also drven by

s continuing global trends of population ageing, urbanisation
and population growth

» economic growth in the developing world leading to increased
investment in infrastructure and modermusation

* |ncreasing desire for wireless connectty, enabling automation
n ‘smart’ buldings

Governments throughout the world consnue to introduce iNcreasingly
stnngent health and safaty regulations In mature markets, safety standards
are constantly updated and compliance becomes increasngly demanding

for our customers For example, the adopton of new standards s edvancing
technology in elevator phones and door detectors which wall stmulate market
growth Developing markets iIncreasingly adopt and enforce globally-
recogrised safety standards in domestic, public and ndustnal environments
Thus includes the iIndustnal high-speed door market which shows a clear trend
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towards the use of more sensors, not only
to activate the door but also to Increase
safety around the door area

Urbanisabon in Asta corminues 10 dnve
demand for lugh-nse properties and,
although new elevator installations in China
have declined slightly tor the first tirme in over
10 years, growth in all other regions miigates
the global position Over the next five years
the number of new elevator installations ts
expected to remam relatvely flat Currently
over half of elevator market revenue comes
from maintenance and refurtishment and
this 1s set to continue its current growth
trajectory of around 5% per year

An increasing focus on home securty s
drmving market growth in wireless secunty
systems that often integrate fire detecton as
a secondary function We are establishing
ourselves as a major wireless smoke detector
suppher in this sizeable, growing market

The automatc door market 1s also evolving
fowards system integration QOur abilty 10

{ink up with alarm and bulding management
systemns and with the outside world In general
15 becoming an ncreasingly important part of
our strategy

GEOGRAFPHIC TRENDS

Our automatic door controt products
cortinued to penetrate more geographic
markets Action has been taken in Eastern
Europe, the Nordics, South America,
Canada, Austraba, Japan, India and the
Midale East. Dedicated resources have
been put In place to fuel cur growth in
those regions A new regional sales office
tin Singapore was established in 2015 Qur
global account management and local
presence allows us to efficiently supply
and support those regions  Adamionally,
we actively seek local distnbutors to grow
our market share

The EMEA and US fire detection markets
have predicted growih rates of 4% which,
together with increasing our market share,
provides healthy growth opportuniies China
15 projected to have the fastest growing fire
detection market with growth estimated to
be over 8% per year South East Asia is also
exhibiing strong growth of over 7%

China remains a key growth market for our
elevator products As it matures froma
market predominately dependent on new
installations, to one driven by mantenance
and refurtishment, the market will continue
to grow The mature westem markets are
forecast to continue o grow broadly in ine
with GDP while the rest of Asia-Pacific
{ncluding India) s forecast to grow n the
region of 10%

In secunty, we have a strong posttion in

the UK market. There 1s an increasing
coninbution from India where marty new
bark branches are being built outside major
cihes and all are required to install iIntruder
alarmn systems

STRATEGY

In automatic door sensors our strategy 1S
based on the application of owr core
competency — getecting people, vehicles
and objects - nto a broader range of markats
such as transport and secunty We have
developed novel new laser-based sensor
platiorms which are enabling us to grow
market share n our core pedestnan door
market and open up new opportunities

Halma's fire companies are increasingly
focused on mesting customers' needs by
supphying systems in addiion to our systemn
componertts, such as fire detectors The
acgusttion of Advanced Electronics last year
has accelerated this approach The US
market continues to deliver strong returns
and this will be boosted by the introducton
of sgrificant new products over the next
few years In China we are focusing on the
upper market segment as this important
market contnues to grow and I1s becoming
mora regulated

Desprte the changes In regulatory standards
for elevator door detectors, this remains a
markst with price pressure, especially on
new installations However, as mantsnance
and refurbishment increasingly becomes the
main global market our focus on premium
products will, over ime, increase sales and
margins We contnue to dversdy into other
sechons of the elevator market, namely LCD
displays and elevator phones The global
market for phones is estimated to be around
the same size as the elevator door detector
market and the mn-car display market 1s at
least twice the size

Our secunty sensors business growth
strategy I1s based on new product innovation
which provides added functionalty and ease
of nstallation We increased investment in the
development of new wireless intrusion
dstection products and associated ‘smart’
securtty and bulding automation systems

PERFORMANCE

The sector delivered strong revenue and
profit growth in 2015/16 Revenue grew by
13% to £265m (2015 £234m) and profit rose
by 12% to £56m (2015 £50m) At constant
currency, organic revenue was up 6% and
profit up 5% We continue to exceed Group
targets on Return on Caprtal Employed and
cash generation

Return on Sales remained strong at 21 2%,
due pnmanly to successful new product
faunches and an effective balance between
investment and cost control 1o mantan
margins Revenus In all major markets
increasad dunng the year, with 4% growth

in the UK and 48% mn Afnca, Near and Middle
East In the USA we achieved 39% growth

Qur door sensors busness performed wel
n &l segments, drven by increased market
demand for safety around the door and

an enlarged customer base Our strategy
of diverstfication, with ris focus on the
transporiation and secunty market, also
delivered strong growth thanks to increased
demand for sensor applications based on
our advanced laser technology

Owr fire business surpassed the prevous
year's performance The first full year of
the Advanced Blectronics acquisition went
wel and the company performed above
expectations Firetrace met expectations
In the: first six months post acquistion

Due to ncreased compstition, especially in
China, demand for our glevator door sensors
was lower and sales of aur elevaior displays
were flat However, there was strong growth
in sales of our telephone products

In Securtty, we expenenced a challenging
year, due primarily to cumency headwinds
In our two major market areas, Europe
and South Africa

OUTLOOK

Qur door sensors business is expected
to continue its growth In all regions

We will continue to nvest in geographic
growth and in afl segments, supported by
ongoing Investment in new technologies,
the development of new competrtive
products and sales and marketing

The outlook for our fire comparies 1S strong,
with a groming market and several new
products on the horizon

Profitability 1s expected to stabifise in elevator
safety due to a more regional-based sales
structure and an increased focus on new
product development

In securty markets, we foresee a recovery
due primanly tO a higher level of Interest in
wirgless securtty systems and cormtinued
growth of the ‘smart buildings’ market

We have g8 pipeline of potential acquisthons
and airn to contnue to add complemertary
businesses 10 the sector The sector expects
to make progress In the year ahead
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Sector Review

Medical

Products which enhance the quality of life for patients and improve the quality
of care delivered by providers. Devices that assess eye health, assist with eye
surgery and primary care applications. Critical fluidic components used by
medical diagnostic OEMs and laboratorties. Sensor technologies used in
hospitals to track assets and support patient and staff safety.

Adam Meyers
Sector Chief Executive, Medical

The Medical sector devered good organic revenue and
profit growth in all of our niches, reaching record revenue
and profit levels yet agan Profit and revenue growth,
ROS and ROCE comtinus well above Group targets We
continued to strengthen the Medical sector organisation
fo support organic growth and acquistion actmity

Revenue allocated t¢ R&D has increased, strengthening
our mnovative technalogy development prpeline and helping
1o fuet revenue growth Despite this and other yvestments
our cash contnbution was still above Group target.

Three new businesses were acquired dunng the year
We continue 10 focus on acqunng m this sector

Revenue % of Group  Profit % of Group

25% 28%
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Performance

Group
KPls 206 target
Revenue growth' 17 4% -
Organic revenue growth' (constant currency) 9 8% »>5%
Profit growth? 13 9% -
Organic profit growth’ {constant currency) 81% >5%
Return on Sales? 26.0% >18%
R&D % of Revenue® 4 5% >4%
Contribution to Group
£m 2016 2015 2014 2013 2012
Revenue 199 168 163 136 100
Profit 52 45 42 36 26

' Sactor mvenue and adjusted* sector profit before finance expense are compared to the
equivalent prior year figures

2 Return on Sales is defined a3 edjusied” sector profit betore finance expenss and taxation
exprassed 88 a percentage of Sacior revenua

3 Sacior research and development expenciture expressed as a percentage of sector revenue

Adiusted to remove the emortisation of acaured rtanpibie assets and acquishon tems
{see nota 1 1o the Accounts)

MARKET TRENDS AND GROWTH DRIVERS
The Medical sector growth dnver of increasing demand for healthcare
15 underpinned by

* worldwide population agemng and increasing lfe expectancy
¢ Increasing prevalence of diabates, obesty and hypertension
» increasing healthcare access In developing economies

* new medical diagnostic technologies

+ new or improved surgieal and pharmaceutical therapies

Global demand for medical devices 1s forecast to cominue to grow by about
5% per year for the next few years with the highest growth of 8 5% n Asia

A steady rise 1n the propartion of the global population aged over 60
drves demand for healthcare, in both developed and developing countries
Becauss eyssight problems and high blood pressure are both age-related,
population ageing s a key dnver for our ophthalmology and hypertension
management buSINesses



A thrd of Amencan adutts sutfer from high
blood pressure, this chronic disease 1s the
pnmary, or corntnbuting, cause of over 2 4
rmillon Amencan deaths each year The
prevalence of obesity throughout the world
has almost doubled in the past 25 years
leading to increases in both hypertension-
related ilness and diabetes-related

eye disorders

In China about 325 midicn adults have high
blood pressure {the prrmary cardiovascutar
disease nsk factor) Haff of Chinese adlutts with
hypertension are unaware of ther condion
and only 34% use ant-hyperiensive drugs

Cataract surgery 1s one of the most frequent
surgical operatons camed out worlcwide
The estmated 20 millon cataract operations
camed out globally each year is forecast

to grow by 5% annually untl 2013

Hospitals in both developed and developing
markets are under pressure 10 Improve
patient outcomes, reduce Costs, Improve
throughput and ensure safety of staff and
patients Our Real Time Location Systerns
(RTLS) let hospiial managers track and
monitor the location of patients, equipment
and staff to cut costs and improve patient
care The global market for RTLS is forecast
1o grow at about 33% per year between
2015 and 2020

Liquid handling i1s the pnncipal process in
laboratory automation and demand for our
crivcal fludic components is poised 1o grow
ata CAGR of over 6%, at least unt 2020

The largest geographic markets for [aboratory
automaton are North Amenca and Europe
while Asia 15 expected to have the highest
growth rate

Each year the medical product regutatory
emaronment gets tougher, product
registrabon costs nse, testing 1s more ngorous
and more auddts are needed The growing
complexity of medical device registration
underlines the value of our investment n
well-established medical sales channels

and market access

GEOGRAPHIC TRENDS

Whila the global medical device market
growth should provide opportunity for
sustained revenue growth, we anticipate
geographic variation due to local economic
conditions, govemment spending
programmas and curmency fiuctuations

Medical device demand in North Amenca,
the largest gicbal markst for medical device
technologies, s forecast to have a37%
CAGR untd 2018, whereas Asia 1s expected
togrow at a CAGR of 8 5% In Europe
medical device demand i1s forecast to grow
at a CAGR of about 4% until 2018

US healthcare spending was agam stronger
than antiapated in the past year and 1s
forecast to nse by about 6% per year unti
2024 Thus strong growth ts due to marry

more Amencans benefiung from health
insurance through the Affordable Care Act,
sconomic growth and the transtion of an
ageng population nto the Medicare system
By 2024 the US govemnment predicts that
nearty US$1 in every US$5 spent will be on
healthcare We expect contnued growth

in the market for single-use surgical devices
inthe USA, but capital equipment sales
may grow Slowty

Demand for ophthalmic products in China
15 growing fast at about 15% a year and the
market is forecast to doubls in sze by 2021
Qur Chingse investment continues — more
product registrations, more R&D engineers
and development of localised products

Although 400,000 peopte become biind
from cataracts every year in China, it has

the lowest cataract surgery rate in Asia,
Cataract surgery rates in China wallincrease
as access IS Improved, partcularty in rural
areas However, govemment pressure on
top urban hosprials and preferences for local
products i1s producing a more challenging
environment in China in the short term

STRATEGY

The Medical secior 1S focused on enhancing
the qualty of life for patients and improving
the qualty of care delivered by providers

We serva niche applications in global
markets By investing in our current portfolio,
and through acquinng addiional companiss,
we aim 1o continue to deliver growth rates
above Group targets

Our businesses fall nto two segments,
Patient Care and Prowider Solutions The
Patient Care segment involves businesses
that develop and market devices to measure
the health of patients Areas of focus include
ophthalmology and wital signs monitonng

In the Prowder Solutions segment, we
deliver products to diagnostic equipment
manufacturers, laboratones and hospitals
Areas of focus here include crtical fludic
components for Instruments such as blood
analysers, finished devices for laboratones,
and sensor technologies that track assets
and support patient and staff safety

Key strategic Intiatives 1o increase growth
organically and via acquistion nclude

* ncreasing collaboraton to dive expansion
and jairt product development

s increasing R8D investment 1o broaden
product ines and commercialise innovatve
new products

+ further geographic penetration and
ncreased local manutactunng

* mproving talent and increasing diversity

* adjacent market niche expansion

We measure active collaborahon across the
seclor and have seen an increase of 83% in
nter-company trading this year Collaboration
on R&D projects continues within and outside
the sector

As indicated last year, RAD investment
increased and reached 4 5% of revenue This
15 anincrease in spending of £2m and 1s now
abowe Group target Increased nvestment
was mostly within the Patient Care segment

Medical sector R&D focuses on componerits
and instrumemtation that will be readily
accepted by our existing conservatve
customer base We have begun expanding
local developrment and manufactunng efforts
n emerging markets fo better satisfy local
customer nesds Ths year we launcheda
locally developed and manufactured blood
pressure device in China and began
registenng more dewices for local
manufacture there

A growing Medical sector sales team in China
jontly markets many of our ophthalmologic
products Collaborative seling helps us
recrut high calibre talent and share custormer
intelligence and distnbution channels

We also plan to set up a medical product
manufactunng hub in Shenzhen

PERFORMANCE

The Medical sector grew revenue by 17%
o £198m (2015 £169m) and profit by 14%
to £52m (2015 £45m) Organic constant
currency revenue growth and organic
constant currency profit growth were

10% and 9% respectively

We delivered revenue growth in major
geographies with the USA ahead 23%,
Europe up 19% and Asia Pacific ahead

20% We also delivered 8% growth in the
UK but were disappointed in Rest of World
growth down 3%, largely due to a slowdown
n Latn Armenca

Return on Sales remamned strong at 26%
desprte increased investment, particulary
in R&D

Cash generation was above the Group
target of 85% as we make nvestments
to continue our streng revanue growth
We completed three acquisitions

VAS, Visiometncs, and Cenlrak

QUTLOOK

Inthe medium term wa expect our Patient
Care and Provider Solutions segments to
outperform the market with sales dnven by
enhanced distnbution in export markets,
naw products, ncreased penetration in
existing markets and acquistions

The Medical businesses acqured in
2015/16 will have a significant postive
impact on the sector's results in 2016/17
and beyond We continue to buid our
pipeline of acquisttion targets bath
within existing and adiacent niches
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Sector Review

Environmental & Analysis

Products and technologies for analysis in safety, life sciences and environmental
markets. Market-leading opto-electronic technology and gas conditioning
products. Products to monitor water networks, UV technology for disinfecting

water and water quality testing products.

Chuck Dubots
Sector Chief Executive, Envirocnmental & Analysis

The Environmental & Analysis sector achieved record revenua
and profit

There was strong growth in emerging markets, in particular
China and Incka Our water network monitonng companies
benefited from the new five-year nvestment cycle In the UK
water industry Renewed intemational emphasis on cimate
change 1s strengthening the position of our environmental
applications

The contribution to growth from new products corinues to
nise, speciically for our photorics businesses, and places
us in a strong posiiion for sustaned growth in the future

Profit % of Group

19%

Revenue % of Group

23%

40 Halma pic Annual Report and Accounts 2016

Performance

Group
KPIs 2016 target
Revenue growth! 14.9% -
Organic revenue growth' (constant currency) 11 4% >5%
Profit growth! 26.0% -
Organic profit growth' {constant currency) 21 5% >5%
Retum on Sales? 18.3% >18%
R&D % of Revenue® 6 6% >4%
Contribution to Group
£m 2016 2015 2014 2013 2012
Revenue 189 164 167 162 154
Profi 34 7 32 30 32

' Sector revenue and adpsted! sector profit before finance expense are companed 10 the
equivalent pnor year igures.

2 Retum on Sates is defined as adyustedt secior profit betore finance expense and teoxation
expressed as & percentape of sactor revenus

' Sector ressanch end developmernt expenditune expressed a5 a percentage ¢f SECTOr revenup

* Adpsted to remove the emortisabon of acquired intangebie assets and acquistion ltems
(see note 1 to the Accourts)

MARKET TRENDS AND GROWTH DRIVERS

Our products protect and analyse the arr we breathe, the water we dnnk
and the food we eat They enable the development and manufacture of
new products that improve our health and well-being The Environmental
& Analysis sector long-term growth 1s sustaned by four key drvers

* Increasing demand for Ife-crtical resources such as energy and water
« |ncreasing environmental montoenng and regulations

» scientific agvances transtemng iInto new industnes

* worldwide population ageing and ncreasing standards of Imng

According to the United Nations, by 2030 demand for water may be 40%
higher than supply By 2050 water shortages are expectad to affect over
50% of the global population due to Increasing water usage by agncufture,
manufactunng, domestc usage and energy production Energy production
1s water-ntensive and, with the world’s population expected to reach 8 tifion
by 2025, an ever stronger emphasis 1 placed on energy management and
efficiency Qur diversification in energy menritonng and bulding management
systemns, and continuad efforts in water conservation technologies capture
growth from these trends




Today 1 8 bilion people dnnk fascally-
contaminated water and an evaen greater
number annk water that 1s unsantary Qur
water testng kits help protect an increasing
number of peopla N remote areas

The UN Climate Change Conference in Pans
in 2015 resterated the efforts to fmi global
warming, and reach carbon neutrality in the
second part of the 21st cemury The EU s
{argeting a 40% emission reduction by 2030
compared {0 1990 levels This wall muttiply
the opporturuties for our ervironmental
monrionng and analys:s products

Rapid urbanisation particularty affects ar
pollution An estrnated 80% of global
greenhouse gas emissions are denved from
cives, where 50% of the population being
monrtored Is exposed io ar poliution that

1s at least 2.5 times higher than the WHO
recommended levels Our mass flow
meters are used to calibrate poflution
monionng equipment

In China only 8% of the 190 largest ciies
meet the National Ambient Ar Quality
Standards Qur new gas conditioning
equipment is surtable to measure the
finest particles which are belleved to

be the greatest nsk to health

R&D imvestment continues 1o generate
opportunties n adjacent and new markets
Increasing demand for calibration and
quality conirol sensors Is a strong drver

for our technologies in food processing,
pharmaceuticals and agncufture Increasing
adoption of cloud computing and extension
of digital communications into new areas
boasts demand for our tachnologies that
enhance data comrmunication

Rising concerns about food safety are
creating opportunies in both developed
and developing economies

By 2030, 150 milion more city dwellers will
be 65 or older, Increasing the share of the
population at higher nsk from comarmnation
of food and water

GEOGRAPHIC TRENDS

The Emaronmerttal & Analysis sector sells nto
diverse market niches The modest growth
rates of the developed economiss are being
exceeded by, and at a more accelerated
pace In, emerging economies

Sales in emerging rarkets cortinue to grow
strongly, reaching 30% of sector revenue
Developing world economic growth is
drrang profound transformations, rassing
expectatons for cleaner air, purer water and
safer food China's ermvironmental concerns
are drving strong sales in emvronmental
monrtonng water testing, bullding on
expanded R&D and manufactunng

Food contarmination scandals throughout
the world are nsing Governments in
emerging markets are tighterung food
quality regulatons and the Food Safety
Modernization Act is beginning to have
animpact in the USA Opportunities for
our spectroscopy applcations in the food
safety market are appeanng globally

india 1s a key market for our light
measurement equipment, where our
technology is used to calibrate scientffic
instruments for remote sensing We expect
this to continue 1o grow n the coming year
as govermmental spending grows

Our water network monitoring companies
are benefiting from the new five-year
rvestment cycle in the UK water industry,
while dnersification irito energy distnbution
rmonitonng 1S a growing niche for sales of
therr sensors and data loggers

Dermand for water qualty testing by NGOs,
partcularty in Afnca and South Armenca,
continues to grow Implementation of water
safety regulations in China 1s also fueling
growth for our water quality test kits

STRATEGY

Ervironmental & Analysis growth strategy
centres on market-led new product
development, gecgraphic expansion and
collaboraton 10 Increase market reach

R&D s focused on applicatons with
long-term drnivers and defensible positions
Qur businesses have ncreased marketing
spend to ensure that new products fuffil
specific market needs

Wa continue to Invest m hinng high calibre
pecple in developing regions  As the sector
expands in ernerging markets, products fo
meet regional customer need and local
manufacture continues to increase

Qur businesses share knowledge and have

a strong pipeline of joint development projects
Ssveral businesses re-sell other sector
companies’ products, and there are many
active joint sales and marketing projects

Acguisticns are iMegral to our sector growth

strategy and we expect this to be a key part
of our growth story in the future

PERFORMANCE

The Emaronmental & Analysis sector grew
revenue by 15% to £189m 2015 £164m)
and profit by 26% to £34m 2015 £27m)
At constant currency, organic revenue
growth was 11% and orgaruc profit growth
was 21% Retum on Sales mproved to

18 3% (2015 16 79%) and was back

above Group target.

This was a strong year for our phatonics
busmesses R&D projects created
opportunities in existing and new markets,
geographies and appficatons  As increasing
numbers of ndustnal processes need more
sophistcated measurement devices, we
have been able to capture substantal growth

China prowided substarmal growth for our
water business, as we developed test ks
spectic 1o new armvironmental regulations
The return of business in the Middle East,
along with the start of the new AMP five-year
capital Investment cycle In the UK, drove
growth at our water monitornng businesses

Continuing emerging market growth created
a favourable ermronment for nsing sales

at our gas conditioning businesses where
new products penetrated growth markets

in China and India and increased developed
r&gion revenueg

QUTLOOK

Externally, global population growth,
population ageng and increasing standards
of Imng are dmang demand for basic energy
resources, cleaner ar, safer water and food
and heafthcare spending Our products and
companies are well pesitoned to cortinue
to take advantage oi these long-term
growth drivers

We are strengthening our acguistion pipeine,
and we expect 1o add complementary
busingssas in the coming years
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Financial Review

Building on long-term

achievement

Through a combination of organic and acquisitive growth Halma
aims to deliver sustained long-term shareholder value. We have

a long track record of growing dividends and of investment in our
business. This year’s record results build on that achievement.

Kevin Thompson
Finance Director

RECORD RESULTS

Halma actueved record revenue and

profit for the thirteerth consecutive year
Revenue ncreased by 11 2% to £8078m
{2015 £726 1m) and adjusted’ profit was
up by 8 1% to £166 Om (2015 £153 6m}
Our balance sheet remarns strong following
our highest ever spend on acquistions

The Board is proposing 2 dwdend increase
of 7%, the 37th consecutive year of 5%

or more ddend growth

REVENUE AND PROFIT GROWTH

The 11 2% {81 7m) Increase in revenue
included 5 7% organic constant currency
revenue growth Acguisitions, net of a small
disposal in the prior year, contnbuted 3 5%
10 growth and thers was a 2 0% posttive
currency transtation mpact

The adjusted® profit increase of 8 1% (£12 4m}
mchuded 3 4% organic constant curency profit
growth Acqguisitions contnbutad 2 9% to
growth and there was a 18% posrive curmancy
transiaton impact

Statutory profit before taxation increased

by 2 0% to £136 3m (2015 £133 6m)
Statutory profit 1s calculated after charging
the amortisation of acquired intangtble
assets of £23 1m {2015 £19 9m) and after
charging acquisiion refated tems, including
revsions to provisions for acquisiion
contingent consideration and related foreign
exchange movements, of £7 2m (2015

£1 5m} ansing from curent and pror year
acquisthons There was also a gain on
disposal of £0 6m (2015 £1 4m) relabing to
the part disposal of shares in our Associated
operation, Optomed Oy \

In both the first and second half years
revenue grew by 11% There was a positve
contnbution from currency transtation n both
haives OrganiG revenue growth at constant
curmency was 7% m the first half, and pnncipaly
due to the performance of the Process Safety
secior, was 4% in the second half

Adpsted! profit grew by 8% in both the first
and second half The first half’/second half
profit spit was 45%/55% as in the pror year
QOrganic constant currency profit growth was
4% 1n the first half and 3% in the second half

Three of the four sectors delivered strong
revenue and profit growth Environmental

& Analysis recovered strongly this year as
expected to delver a record resutt and
delivered profit growth well ahsad of signdicant
revenue growth Process Safety revenue and
profit was lower than the pnor year due to the
impact of tougher condions in ol and gas
refated markets, which make up around 40%
of sector revenue, and the non-repeat In the
second half of a contract in South Amenca
QOrganic constant currengy profit decline

for Process Safety in the second half was
broadly in ine with the first half Medical and
Infrastructure Safety sectors achieved double
digtt rates of revenue and profit growth
boosted by a contnbution from acquisitions
and good underiying organic growth

This year we have simplified the calculation
of our organic growth KPl to now exclude the
first 12 months' performanice (for profit, net of
financing cost} of any acquistions to calculate
the organic growth rate Previousty we used
the run rate at the time of acquistion to make
the calculation There was Iittle mpact this
year on the organic growth rates ansing from
this change and we have revised the KPI
comparatives for prior years accordingly

Percentage growth
Organic growth?

2016 2015 Increase Organic at constant

£m £m £m Total growth? currency

Revenue 8078 7261 81.7 11 2% 7 7% 57%
Adjusted® profit 166.0 153 6 124 BA% 52% 34%

1 In eddibon to those figures reported under IFRS Hana uses adusted figures as key performanca indicators The Droctors babeve the adiusted figures give a more reprasentative view of underying
Adusted prolit exciudes the amortisation of acgured mangable agsets, acquisiion rems and profit o loss on disposal of operations Al of these are included In the statutory figures

periormance
More detals arg ghven in nate 3
7 Soee Highlights
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Adjusted profit bndge £m

Revenue bndge £€m

Geographic revenue bndge £m

Caomprises Africa, Near and Midda East & Other Countnos

GEOGRAPHIC REVENUE GROWTH

In the year, we have
continued to develop
risk and control
capability within
each sector to
support the growth
of our businesses.

Central administration costs of £8 9

{2015 £9 0m) were in ine with |ast year As
expected thera was an increase in investment
In tatent development, ntermational expansion
and the cost of our brennial HITE conference
This ncrease was offset by the profit on sale
of a Group freehold property We expect a
further increase n the undertying costs In
2016/17 as we continue to suppor the
growth of the Group

WIDESPREAD GROWTH

Revenue grew In allmajor regions The
USA continues to be our largest revenue
destinaton Increasing by 22% to now
contnbute 34% (2015 31%) of Group
revenue, with strong growth in both the
first and second half of the year The tugh
rates of organic growth in the Infrastructure
Safety and Medical sectors ware boosted
by acquistions, with the strong growth in
the Envrronrmental & Analysis sector being
all organic Currency translation benefited
USA revenue and organic constant
currency growth in the USA was 9%

Mamnland Europe revenue grew by 7%

wrth growth In all sectors and a particularly
strong increase in the Medical sector, which
was largely organic UK revenue increased
by 5% with steady growth across all four
sectors 10% of Group revenue with its
destinaton in Manland Europs onginates

in the UK Changes i short/medium term
trading or regulatory arrangements between
the UK and the EU} would have an impact
on the Group but are unlikety to be matenal

%

2016 2015 gr‘;;f&"::

% of %of Change % constant

£m total £m total £m growth currency

United States of Amenca 272.9 34% 2234 31% 495 22% 9%
Mamland Eurcpe 179 3 22% 167 4 23% 11.9 7% 7%
Unred Kingdom 144 8 18% 138 3 19% 6.5 5% 4%
Asia Pacific 1250 15% 116 8 16% 82 7% 3%
Afnca, Near and Middle East 557 7% 440 6% 17 27% 16%
Other countnes 301 4% 362 5% {6 1) 1% {22)%
8078 100% 7261 100% 81.7 1% 6%
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Financial Review continued

Asia Pacific revenue grew by 7% Medical
and Ermronmental & Analys:s delivered
very good growth in Asia Pacriic, leading

to 10% growth in China, and together with
Infrastructure Safety showed strong growth
inindia Process Safety was affected by a
slowdown in Australia Afnca, Near and
Middle East grew by 27% with all sectors
delivening growth and a very strong increase
n the Middle East for Infrastructure Safety
There was revenus deciing of 17% in Other
countries with weak trading across South
America, following tast year's mayor of and
gas related contract for Process Safety

in total, revenue grew from termtones
outside UK/Mainiand Europe/USA

by 7% although sightly behind our 10%
growth target for such revenue This
compares with 13% growth in revenue
in UK/Mamnland Europa/USA

CONTINUED HIGH RETURNS

Halma's Return on Sales? has exceeded
16% for over 30 consecutive years We

am to deliver Retun on Sales in the range
of 18-22% This year Retumn on Sales was
20 6% (2015 21 2%} Retum on Sales for
Process Safety reduced this year due

to tough trading condibons but remains

at the hugh rate of 25% with an improved
performance m the second half Medical
and Infrastructure Safety sectors remaned
broadly in line with last year Enmvironmental
& Analysis improved profitability as expected
and exceeded 18% Return on Sales Higher
financing costs also reduced Retum on Sales

Adjusted® gross margin {revenue less direct
matenal and direct labour costs) remamned
steady at 64 2% (2015 64 6%) continuing a
long trend of stabilty and reflecting strong
management of pncing and INput costs

Return on Total Invested Caprtal (ROTIC),
the post-tax retum on the Group's total
assets including all histonc goodwill, was
15 6% {2015 16 3%) ROTIC remans wellin
excess of Group Werghted Averags Cost of

Capital (WACC) of 8 1% (2015 76%)

VOLATILITY IN CURRENCY

MANAGED EFFECTIVELY

Halma reports its results in Stering Our other
key trading cumencies are the US Dollar, Euro
and to a lesser extertt the Swiss Franc Over
40% of Group revenue 1s denominated in

US Dollars and approximately 10% in Euros

The Group has both translational

and fransachonal currency exposure
Translatonal exposures anse on the
consoldation of overseas company resutts
into Sterfing Transachonal exposures anse
where the currency of sale or purchass
transactions differs from the funchonal
cumrency in which each comparty prepares
its local accounts

Wa take a neutral view of the future
movemerits of cumencres After matching
currency of revenue with currency costs
wherever practical, forward exchange
contracts are used to hedge a proportion
{up to 75%) of the remaining forecast

net ransaction flows where there s a
reasonable certanty of an exposure

Wea hedge up to 12 months and, In certan
specific circumstances, up to 24 months
forward At 2 Aprl 2016 over 50% of cur next
12 months’ cumrency trading transactions
were hedged There s a good degree of
natural hedging within the Group n US
Dollars but we typically spend less in Euros
than we sefl and so have a net exposure of
approximatety €35m at any time

We saw conmtinued volatility In currencies
throughout the year In the first half year
Sterling weakened on average by 8%
relative to the US Dollar and strengthened
12% agamnst the Euro resuting in a 3%
positive currency translaton impact on
revenue and 2% posiiive Impact on profit
At that time we expected a broadly neutral
currency translation impact for the year as
awhole However for the full year Sterling
was 6% weaker relatve to the US Dollar and
8% stronger relative to the Euro Cumrency
translabon therefore had a positive impact
of 29 on both revenue and profit in the full
year The sectors benefiting most from
positive currency translation in the full year
were Medical and Envronmental & Analysis

Based on the current mx of currency
denominated revenue and profit, a 1%
movement in the US Dollar relative to
Stering changes revenue by £3 4m and
profit by £0 7m Similarly, a 1% movement
in the Euro changes revenue by £0 8m
and profit by £O 2m

Weighted average rates used in
the Income Statement

Since the start of 2016, we have seen Stering
weaken and then strengthen aganst both
the US Dallar and the Euro We expect
currency rates to continue to be volatile

lf cummrencies were o continue at approamately
US Doilar 145/Euro 1 30 relatrve to Sterbing
and assurning a constant mix of curency
resistts, we would expect approximately 2%
favourable currency translation impact on
revenue and profit due 1o currency translation
In 2016417 compared with 2015/16 The
positve iImpact would be greater in the first
hatf of 2016/17 than the second hali

INCREASED FINANCING COST

The net financing cost in the Income
Staternent of £7 1m was higher than the
prior year (2015 £4 9m). The average cost
of financing was higher than 2015 due to
the ncreased interest rate on long-term
borrowing and the higher levels of average
dabt for the vear, following acquisiions
made In the second half of the year (see
the ‘Average debt and interest rates’

table on page 45 for more information)

Irnterest cover (EBITDA as a muttiple of net
nterast expense as defined by our revoiving
credit facility) was 46 tmes 2015 51 times)
which was well n excess of the four tmes
rminimum required in our banking covenants

The net penston financing charge 1s mcluded
within the net financing cost This year #
increased to £20m (2015 £1 4m) because
the net pension deficit at the start of the
year, on which the interest cost is based,
was above the deficit at the corresponding
date in the pnor year

LOWER GROUP TAX RATE

The Group's approach to tax 1s to ensure
cornpliance with the tax regulations in all of
the countries in which it operates The key
features of this are (1) Tax comphance ~
Halma 1s committed to maintaining good
relationships with tax authonties based on
cooperation, transparency and paying in
full the tax due in each junsdiction, (2) Tax
strategy — our tax amangements have an
underlying business purpose and, where
possible, we consider mibgating tax in
compliance with local leqislation, and (3) Tax
policy — the Board of Drrectors s regularly
updated, either directly or through the Audt
Committes, on the Group's Tax policy and
management of tax nsks

The Group has major operating subsidianes
in 10 countnes so the Group’s effectve

tax rate Is a blend of these national tax
rates appled tolocally generated profits

A signsficant proportion @pproxmately one
quarter} of Group profit iIs generated and
taxed n the UK The Groups® effective tax
rate on adjusied profit reduced to 21 9%
{2015 23 2%} The UK corporation tax rate

Exchange rates
used to translate
the Balance Sheet

2016 2015 2016 2015

First half  Full year Full year Yearend Yearend

Uss 1.54 151 161 142 148
Euro 1.38 137 127 125 137
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fell from 21% 10 20% this year, and we
benefited from an increase n widely clamed
R&D related tax ncentives, exempbons
and relets {for exarmple under the UK
‘Patent Box' rules)

STRONG CASH GENERATION

Cash generation 1 an important component
of the Halma model underpinning further
nvestment in our businesses, supporting
value enhancing acqusitions and funding an
increasing dividend Our cash performance
in 201516 was strong Adjusted operating
cash flow was £148 3m (2015 £138 7Tm)
and represented 86% {2015 87%) of
adjusted operating profit, ahead of our

cash corversion KP| target of 85%

Asummary of the year's cash flow 1s shown
in the table on page 46 The fargest outflows
in the year were in relation to our record
spend on acguistions, dwvdends and taxation
pard Working caprtal outfiow, compnsing
changes in mventory, recevables and
creditors, totalled £5 8m (2015 £6 O0m) and
reflected strong control of operations at local
company level

Dndends totaling £46 5m (2015 £43 4m)
werg pald to shareholders in the year
Taxaton pad was £27 2m (2015 £30 8m)

CAPITAL ALLOCATION AND FUNDING
Halma ams to delver high returns, measured
by Retum on Total invested Capital (ROTIC),
well in excess of our cost of capital Future
eamings growth and strong cash retums
underpin ROTIC and our caprial allocation

as follows

* Investment for organic growth

QOrganic growth 1s our priorty and 1s drven
by investment in our businesses, N particular
through capnal expenditurs, iInnovation of
new products, mtemabonal expansion and
the development of our people

* Regular and Increasing returns
to shareholders

We have maintaned a fong-term progressive
dmdend policy as our preferred route for
delivering cash retums to shareholders

* Value enhancing acquisitions

We supplement orgaruc growth with
acquisitions i related markets at sensible
pnces This bangs new technology and
Imellectual Property into the Group and
can expand our market reach

The above investment and sharehclder
retumns are funded by strong cash flow and
moderate levels of debt appropnate to our
needs Ensunng we have sufficient financial
capacity 1s important to our model

INVESTMENT FOR ORGANIC GROWTH
All sectors continue to innovate and invest

In new products with R&D spend controfled
by each ndmwdual Halma company This

year R&D expenditure grew by 19% wath
ncreased investment through the year,

In partcular in the Medical sector R&D

expendiiure as a percentage of revenue
ncreased to 51% (2015 4 8%} Theraels

a good pipefine of new products and the
increased investment by our businesses
reflects ther strategy to expand ther range
of products to drive growth in the medium
term we expect R&D expenditurs 1o increase
broadhy in ine with revenue

Under IFRS accounting nules we are required
to capitalise certan development projects
and amortise the cost over an appropnate
penod, which we determing as three ysars
In 2015/16 we captalsed/ireclassified

£8 6m (2015 £74m), acquired £3 6m, and
amortised/disposed of £5 3m (2015 £56m)
Thus results in an asset carmed on the
Consoldated Balance Shest, after

£0 7m of foreign exchange movements,

of £23 5m (2015 £159m) All R&D

projects and particularly those requinng
capitalisation, are subject to ngorous

review and approval processes

Caprial expenditure on property, plant and
computer software this year was £24 1m
(2015 £23 2m) This mantans investment
in our operating capability and mcludes
Investment of £4rm in a property in our
Medical sector (2015 £5m})

REGULAR AND INCREASING
RETURNS FOR SHAREHOLDERS
Adusted’ eamings per share ncreased by
1056 to 34 26p (2015 31 17p) ahead of the
Increase In adjusted’ profit, pnmarily due to
the lower tax rate Statutory earnings per
share increased by 5% to 28 76p (2015

27 49p) due to the lower tax rate and the
factors notad previously affecting the
calculation of statutory profit We deliver
sharehoidar value via consistent growth in
eamings per share and thisis reflected in our
senor management share based incentves

The Board s recommending a 7 1% ncrease
n the final dwvidend to 7 83p per share (2015
7 31p per share), which together with the

4 98p per share intenm dvidend, gves a total
dvidand of 12 81p (2015 1196p), up 71%
The final dvdend for 2015/16 15 subject fo
approval by shareholders at the AGM on

21 duly 2016 and will be pad on 17 August
2016 to shareholders on the register at

15 July 2016 With this latest nse, Haima

wall have increased ts dvidend by 5%

or rore for 37 consecutve years

Our long-term progressive divdend policy
balances divdend ncreases with the
meadium-term rates of crganic profit growth
achieved, takung into account potertial

AVERAGE DEBT AND INTEREST RATES

acqusitton spend and mantaning moderate
debt levels Our policy i1s to mantan dvidend
cover (the ratio of adjusted profit after tax to
dnadends paid and proposed) above two
tmes and this year dmidend cover 1s 2 67
times (2015 2 61 times) We continue to
determuine the daadend payout each year
based on alt of the factors noted above

VALUE ENHANCING ACQUISITIONS
Acquisitions and disposals are an important
part of our growth strategy We buy
businesses already successful n, or adjacent
to, the iches in which we operate Sector
acquisition resources 1o support this strategy
continue to be increased

In the year we spert £193m on four
acquistions {net of cash/{debt) acquired
of £2m). In addition we paid £10m in
contingent consideration and settlernernt
of loan notes for acquisibons made In
prer years, gvng a total spend of £203m

The acquistions made in 2015/16 were
as follows

Value Added Solutions, LLC (VAS} was
acquired in May 2015 VAS has been
integrated with ona of our Medical sector
companies, Diba industnes, which is also
based n Connecticut, USA The inhial cash
consideration was US$5m (£3m)

Firetrace USA, LLC was acquired in October
2015 and s based near Phoenix, Arzona
Thenmal consideration was US$110m (E73m}

Visiometnes, S L, located outside
Barcelonz, Span and Visual Performance
Diagnostics, Inc, located in Aliso Viejo,
Califorria, USA {together referred to as
Visiometnos) were acquired n Decernber
2015, joining our Medical sector The cash
censideration comprises three elemeants
€18m {£13m) paig at closing, deferred
comingent consideraton up to €68m £50m)
paxd based on the profit performance of
Visiometncs over the naxt three years,

and deferred contingent consideration up to
€40m (£29m) pard in royalties over the next
five years with a maxmum total consideration
of €126m [£9im} Our cument estimate s
that €30m £22m)} will be pard in deferred
contingent consideration and this has been
accrued in these accounts

Cenlrak, Inc, based in Newtown,
Pennsytvania, USA was acquired in February
2016 and also joins the Medical sector The
cash consideration was US$140m (£97m)

2016 2015
Average gross debt (Em) 2081 164 B
Weighted average interest rate on gross debt 1 54% 138%
Awverage cash balances (Em) 577 456
Weighted average interest rate on cash 0 38% 029%
Average net debt (Em) 150 4 1192
Weighted average interest rate on net debt 199% 180%
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Financial Review continued

OPERATING CASH FLOW SUMMARY

2016 2015
£m £m
Operating profit 1429 13714
Net acquisition costs and contingent consideration far value
adjustments 72 15
Amortisation of acquistion-related acquired intangible assets 231 199
Adjusted operating profit 1732 158 5
Depreciation and other amortisation 21.8 210
Working capital movements {5 8) 6 0)
Capital expenditure net of disposal proceeds (22.1) (22 2)
Addiional payments to pension plans {77} (6 6)
Other adjusiments {11.1) B0)
Adjusted operating cash flow 148 3 1387
Cash conversion % 86% 87%
NON-QOPERATING CASH FLOW AND RECONCILIATION TO NET DEBT
2016 2m5
£m £m
Adjusted operating cash flow 148 3 1387
Tax pad (27 2) {30 8)
Acquisition of businesses including cash/debt acquired (202 6) 88 2)
Net movement In loan notes 0.1 21
Net finance costs and arrangement fees 47 [€Xe)]
Dividends paid {46.5) {43 4}
Own shares purchased/issue of shares (30) {6 0}
Adjustment for cash outfliow on share awards not settled by own shares {2 5) -
Disposal of operations 0.9 42
Effects of foreign exchange {8 6) -
Movement in net debt {145 B) (26 4}
Opening net debt {100 9) {74 5)
Closing net debt (246 7) (1009
NET DEBT TO EBITDA
2016 2015
£m £m
Adjusied operating profit 173 2 158 5
Depreciation and amortisation {excluding acquired intangible assets) 218 210
EBITDA 1850 1795
Net debt to EBITDA 1.27 0 56
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Taking the four acquisitions together,
£100m of the consideration was attnbuted
to intangible assets which will be amortised,
and £115m 15 goodwill which will be subject
to an annual impairmernt review

Based onthewr run rate at the time of
acquisttion, the businesses acquired in
2015/16 would add £41m to revenue and
£8m (after financing costs) to profit in 2016/17

FUNDING CAPACITY INCREASED
VIA US PRIVATE PLACEMENT

Halma operations are inherently cash
generatve and the Group has access 1o
competitvely pnced debit finance providing
good hquidity for the Group Group treasury
policy 1s conservatve and no speculatve
transactions are underiaken

We contnue to fund the combination of
organic and acquisition growth through our
strong cash flow and use of debt facilties

We hold a syndicated revoling credt facilty
of £360m which runs to Novernber 2018

In Novermber 2015 a US Private Placement
was agreed for US$250m, n a mux of Sterling,
US Dollars, and Eurcs, at a weighted average
interest rate of 2 5% over the ocutstanding
bormowng pencd of five, seven and ten years
Funds were drawn down in January 2016
provicing diversification of Group funding

At the year end net debt was £246 7m (2015
£100 9m), a cormbination of £300 6m of debt
and £53 9m of cash held around the world to
finance local operations The geanng ratio at
year end (net debt to EBITDA} increased to
127 times {2015 056 tmes) following strong
acquisiton expenditure this year We are
comfortable operating at this level of gearing
and would increass to 2 times gearing ff the
timing of acquistions required t Net debt
represents 7% (2015 4%) of the Group's
year end market capitaisaton The Group
continues to operate well within ts banking
covenants with significant headroom under
each financial ratio

These sources of funding prowde Halma with
the financial resources 1o operate within ts
existng business mode! for the medium term,
continung svesiment in our busmess and
with capacrty for further acquisihons

PENSIONS UPDATE

We closed the two UK defined benefit (DB)
plans to new members in 2002 In December
20114 we caased future accrual within these
plans with future pension benefits eamed
within the Group's Defined Contnbution (DC)
pension amangements These changes
reduce Group nsk for the future



The Group accounts for post-retirement
benefits In accordance with lAS19 Employee
Benefits The Consohdated Balance Sheeat
reflects the met deficit on our pension plans
at 2 April 2016 based on the rmarket value

of assets at that date and the valuation

of liabilites ustng year end AA corporate
bond yields

On an 1AS19 basis the defict on the Group’s
DB plans at March 2016 has reduced to

£52 3m (2015 £66 8m) before the related
deferred tax asset The value of plan assets
recluced sightly to £2219m (2015 £224 8m)
In total, about 50% of plan assets are
Invested in retum sesking assets providing a
hrgher expected level of return over the longer
term Plan labilibes reduced to £274 2m
(2015 £291 8m) pnmanly due to the increase
in the discount rate

The plan's actuanal valuation reviews, rather
than the accounting basts, determine any
cash gefictt payments by Hama Foliowing
the most recent tnennial actuanat valuation of
the two UK pension plans in 2014 and 2015,
future cash contnbutions to eiminats the
deficrt have been agreed with the trustees

In 2015416 these contnbutions armounted

0 £77m and it 1s planned that the annual
amount will increase to £10 7m in 2016417
with modest Increases N subsequent years

RISK MANAGEMENT

Halma has a well-established business

and financial model which has delivered
succass consisteritly over the long term
The modelis based on constderable
autonomy and accountability at operating
company and sector level, within a robust
strategic framework supported by strong
policies and ciear procedures In the year
we have continued to develop nsk and
control capabilty within each sector to
support the growth of our businesses

Risk 1s managed closely and 1s spread
across wel-resourced companies, each

of which manages nsk to its indmduat leve!
of matenality There are extensive review
processes in place Including peer financial
review and Internal Audit The key Group nsks
have been referenced in this Annual Report
primanty on pages 3010 33 and in the Chiet
Executve's Stratege Review and Sector
Reviews In addition key nsks are highlighted
in the Audit Committee Repaort on page 69
and Auditor's Report on page 96

The UK Corporate Gavernance Code
1ssued by the Financial Reporting Council
(FRC) requires regular monitonng of nsk by
the Board As noted above, for many years
we have had comprehensive and regular
review ¢f nsk talkang place at many levels
throughout the organisation and this 1s
discussed more fully in the Strategic
Report and Corporate Govemnance Report

We are conscious of the increased nsks
ansing n the area of cyber secunty and

have continued to be very actve this year -

in monitoring such threats and improving
our defences Awaraness of these potential
threats has been increased with our
employees across the Group and good
progress cortinues to be made

The Board considers all of the above
factors in its review of ‘Going Concern' as
descnbed on page 68 In addmon anew
Viabilty Staternent is presented on page 68,
extanding the Board's review over a three
year penod Both reviews have been
concluded satisfactonly

This Annual Report and Accounts s
prepared In ine with the latest requirernents
for integrated reporting and the Board has
taken care o ensure that it s *far, balanced
and understandable’ The Audit Cormnmittee
took a key role in assessing compliance
with reporting requirements supported by

Kevin Thompson
Finance Director

The Strategic Report was approved by the
Board of Directors on 14 June 2016 and
signed on its behalf by

Andre tiliams
Chief Executive

Kevin Thompson
Finance Director

Cautronary note this Strategic Report has
been prepared solely to assist sharehoiders
to assess the Board's strategies and their
potental to succeed it should not be reled
on by any other party, for other pUmoses
Forward-looking statements have been
made by the Directors in good farth using
information avariable up urtl the date that
they approved the Report. Forward-looking
statements should be regardied with caution
because of the inherent uncertainties in
economic trends and business risks
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Sustainability

Our commitment

Heatth and safety

Our commitment 1o safeguarding the
health and safety of cur employees while
at work 1s demonstrated by our culture
of safety and our excellent health and
safety record

Employee engagement

and development

Qur commitment to Imesting In our
people and developing talent 1s visible
through our talorad global developimert
programmes

Corporate responsibility

and sustanability

Our commitment to managing our
bustness actvties In a sustainable way
and marimising the envwonmental mpact
15 evidenced by the reduction of CO2e

in our business and the Group's carbon
reduction target

Human nghts and ethics

Our commutrment to respecting human

nghts and operating in an ethical way 1s
embedded throughout our Group and

underpins the way that we work

Halma gompanies are involved in the
manufacture of a wide range of products
that protect and improve the quakty of ife for
people worldwade This report focuses on
areas of progress and our periormancs for all
areas of sustanatility which are considered
to be matenal by our stakeholders and are
also iImportant to the success of our business
Halma has developad meaningfut key
performance indicators (KPs) that reflect the
importance the Group places on sustanabilty
and enables the Board to monitor the
Group's progress N meeting its obectives
and responsibiives in these areas Further
detalls are given on pages 27 and 49

Thess areas of emphasis include health
and safety, employee engagement and
development, human nghts, ettucs and
sustainabiity Safety 1s criical to the Group
and 15 a maor pnonty Wae recognise the
necessity of safeguarding the heatth and
safety of our own employees while at work
and operate so as to provide a safe and
cormfortable working environment for
employees, vistors and the public Cur policy
15 to manage our activities 1o avoid causing
any unnecessary or unaccepiable nsks to
health and satety and the environment
Halma has an excellent health and safety
record and a cutture of safety 1s deeply
ermbedded within the Group

Cur core values are Achievernent, Innovation,
Empowerment and Customer satisfaction
These core values have besn selected
{oflowing extensiva surveying of empioyees
across the Group Our culture is one of
openness, integnty and accountabxity

We encourage our employees to act farly

in therr dealings with fellow employees,
customers, suppliers and business partners

We recognise that our employees dsterming
our success and we continue 1o Invest in,
and encourage further development of, our
employees each year, not only utilising the
suite of Halma development programmes,
but also by providing ¢lear leadership and
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dectsive action Jenniar Ward, our Group
Talent Director, champions our talent
lsadership and works with our teams to
ensure that we have the nght capabiities and
best talent required to develop and grow our
people to match Halma's growth ambition

We support the concept of sustamability

and recognise that, in common with all
businesses, our activties have an
ervironmental impact Our strategy 1s not

to have capta-rtensive manufactunng
processes and to operate close to our

end markets in terms of geography, so the
ervironmental impact of our operations 1S
relatvely low comparsd to manufacturers in
other sectors We also recognise that we can
Improve our own emvironmental performance
and so resources are deployed to actvely
reduce our own carbon footpnrt Halma

has been a mernber of the FTSE4Good UK
Index since its establishment 1n July 2001

THE ENVIRONMENT

We have an excellertt long-term record and
a clear strategy for addressing emvronmental
issues that affect our businesses and

for developing products that protect the
environment and Improve safety at work

and in publc places

QUR PRODUCTS

Marry of our innovatve products play a very
positive role In monitonng and Improwving
the emvronment Halma brands lead the
world i a number of tachnologies which
help to mirimise environmantal damage
Our pnncipal ervironmental technologes
are water leakage detecton and wwsless
morrtonng, gas emissions monitoning, water
and effluent analysts, UV water treatment
and optical sensing We promaote the use
of UV waler stenlisation which giminates
the need to use dangerous chemicals,

as well as making products that minmise
the waste of clean water

Our commitment to the developmant of
equipment for measunng and monitonng
snvironmenital changes and controfing the
damaging impact of industnal actvties 1
long term We are the major world supplier
in several of these areas

OUR IMPACT

The enmvironmental effect of our operations

1s relatvely low compared to manufacturers
in other sectors Our manufactunng model
15 decentralised, permitting our operabions
to be located close to ther customers
Manufactunng operations are established
across the world for this very reason rather
than to save labour costs The sthos of
being close to our customers reflects the
importance we place on the guality of our
products and the service levels we prowide to
our customers It also makes our operations
rmore flaxible and responsive to ther markets
and customers With operations spread
around the globe, our supplier base 1s
understandably fragrmented Therefore,
responsibility for veting and managing
suppliers 1s devolved to local management
while mesting the Group's ethical standards




ENVIRONMENTAL MANAGEMENT
SYSTEM (EMS)

We are committed to developing and
implementing an EMS throughout the
Group to measure, control and reduce our
ervironmental impacts We have developed
performance indicators that assist local
management n mplementing the policy
and ultimately developing an EMS All Group
companigs are encouraged to undertake
1SO 14001 accreditaton, where warranted
The requirernent to implement an EMS wil
be extended to the rest of the Group In the
medium term

Group companies are also encouraged 1o
improve energy efficiency, 1o reduce waste
and enussions and reduce the use of
rmatenals i order to mirimise their
emronmental Impact

The Group has identfied its key
envronmental impacts as emissions to ar
and water, water and energy consumption,
and waste producton We established
basaime data for these impacts in 2004/05
and set targets for reductions aganst

the baseline an a rolling three year cycle

We support Inngvation and investment

that dnves environmental performance

For exarnple, Fortress Interlocks have
implemented an inhative to shred ts
cardboard waste packagng and use it

as a bulk fil for shepments to custormers

n place of purchased expanding foam Not
only has this had a signficant ermronmental
impact, it has also defivered a commaercial
beneft Similarty, sites such as Fortress
Intertocks and our Group head office, have
replaced halogen ighting with more efficient
LED Iighting

CARBON FOOTPRINT

The Group's policy on carbon 1s published
on our website and has been distnbuted
and explained o all Halma business units
A sernior executive in each of our higher
Impact busmess urits s responsible

for implementing the carbon policy at
local level Our Finance Director, Kevin
Thompson, has pnncipal responsibility

for coordinating and monitonng the policy

We are commutted to reducing our carbon
footpnnt The Group set a target of reducing
1ts total carbon emissions relatve to revenues
by 10% over the three years from March
2010, which was met in March 2013 The
same target was set for the three year penod
to March 2016 and has been signiicantly
exceeded The Board are pleased with the
carbon emissions reduction across all three
categones of emissions and on a tonne per
£m of revenue basis For the thres year penod
to March 2019, the Board has agreed a
{argeted reduction of total carbon emissions
relatve 10 revenuss by a further 10%, further
demonstrating our commitment in this area

From April 2010, we have worked with
providers of energy efficiency and carben
reduction solubons 1o ensure compliance
with the Carbon Reduction Cornmitment
Energy Efficiency Scheme (CRC) which is
the UK's mandatory energy saving scheme
administered by the Emaronment Agency
We are in full comphance with the CRC
requirements Al maor UK sites have
receved an energy survey and set an
action plan for improved energy usage
Halma has complied with the Energy Savings

CO2e emissions reduction

Target

10%

reduction over
3 years to 2016

Performance

26%

reduction over
3 years to 2016

CO2e emussions
(tonnes/E£m of revenue}

Duea to changes in Detra reporting guidance the 2013414
figuress onward have been calcutated to include Wel 1o
Tank (WTT) emissions and Radiatve Forcing on air trevel

It & not required 1o restete years pnor to 201344 due 1
the methadological changes.

The figures for 2013414 onwards have also been calculated
on the same basis as pnor years (excluding Well to Tank
(WTT) emisskons and Radiatve Forcing on air travel) to alow
for & chrect compeartson over the longer tme scalo

Greenhouse Gas Emissions (GHG) Reporting
We continue to work with our consultants to betier monitor our emvironmental performance and future extemal reporting requirements

GHG Emissions data for the peniod 29 March 2015 to 2 Apnil 2016

2015/16 2014/15

CO2e emissions CQO26 emissions

global tonnes global tonnes

Scope 1 Combustion of fue! and operation of facites 3,855 4,348
Scope 2. Blectneity, heat, steam and cooling purchased for own use 15,083 16,247
Scope 3 Business ar travel, WTT (Well to Tank) 13,883 14,022
Total gross emissions 32,921 34,617
Intensity measure of tonnes of CO.e gross emissions per £m revenue 40.8 477
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Sustainability continued

Opportunity Scherne (ESOS) regulations
and submitted its compliance report to the
Emaronment Agency in November 2015,
ahead of the 5 December 2015 deadine
The observations made following site energy
surveys were shared with focal management
and reviewed centrally at Group level

The Group does not operate a flest of
distnbution vehicles although we do own a
number of company cars To support the
Group's commitment to sustanability, we
operate a cap on permissible CO, emissions
for all company vehicles, which is subject to
regular review

We comply with the mandatory carbon
reporting requirements which UK

Isted comparues are subject to and have
reported on all of the emission sources
required under the Companies Act 2006
{Strategic Report and Directors’ Reporis}
Regulations 2013

We have employed the Operation Control
definition to outhine our carbon footpnnit
boundary, includad within that boundary are
Scope 1 and 2 emissions from manufactunng
sites and offices which we own and operate
Excluded from our footpnnt boundary are
emissions from manutactunng sites and
offices which we do not own and control,

and emissions constdered non-rmatenal by
the business We have reported on emissions
from Scope 1 and 2 emissons sources with
some Scopa 3 emissions sources included
{business ar travel for all years, and Well

to Tank emissions for 2013/14, 2014/15

and 2015/16)

We have also used the GHG Protocol
Corporate Accourting and Reporting
Standard {revised edrtion) and guidance
provided by UK's Department for
Ermronment, Food & Rural Affars

(Defra) on voluntary and mandatory carbon
reporting Ermission factors were used from
UK Government’s GHG Conversion Factors
for Company Reporting 2014 and 2015

Injunies recorded

The Group's environmental perforrance will
continue 1o be reported both in our Annual
Report and Accounts and on our webstte

HEALTH AND SAFETY

Halma companies are invotved In the
manufacture of a wide range of products
that protect and improve the quality of lfe
for people worldwide Therefore, safety 1s
cribeal to the Group and 1S a magor pnonty
for management and to demonstrate the
Group's added emphasis on heatth and
safety The Board has endorsad the inclusion
of the Group's Accident Frequency Rals
(AFR) as one of our non-financial KPIs on
page 27

The Group manages its activities to avoid
causing any unnecessary or unacceptable
nisks to the heafth and safety of our
employees in the workplace or to the public
as a resutt of our actries Heatth and safety
performance is ¢losely montored to ensure
that adequats processes, procedures and
reporting are n place, and operating, to
ensure a safe workeng emvironment for

our employees and wisitors o our sites

Halma has an excellent health and safety
record and a culture of satety 1s deeply
embedded within the Group Health and
safety performance 15 regularly reviewed
at muliple levels within the Group — at
subsidiary board level, at sector level and
by the Halma Board Each Group company
15 required to have an independent health
and safety review camed out every threa
years, with a view 10 ensunng a consistent
approach in the quality of reporting,
adherence {o intemal processes and
procedures, adequate reporting and
investigation and to promote further

a health and safety culture

The Health and Safety performance this year
improved aganst last year but remans above
our target to match our lowest ever recorded
Accident Frequency Rate of 009 in 2014

As we stve to have zero acoidents m our
businesses, we thoroughly review the root

2016 2015 2014 2013
Days lost due to reportable’
work-related injunes 464 546 118 382
Total recorded mjunes to all employess 342 208 323 320

Specified major injury iIncidents end repontabie incidents which result in more than three working days los?.
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causa of any accideris to ensure that we
take preventative measures, Including further
frainng and education of our employees

Given the autonomous structure of the
Group, operational responsibilty for
compliance with refevant local health and
safety regulabons resides with the board

of each operating company The Halma
Board sets the tone and minimum standards
expected of Group comparues, in additon
1o its role in monitonng health and

safety performance

Kenin Thompson, Group Finance Drector,
1s the drrector responsible for Halma's health
and safety compliance and he 1 prowded
with sufficient mformaton to routnely
morutor health and safety performance
across the Group

We are also pleased to report that there
weare no work-related fatalibes in 2015/16
of pror years

OUR PEOPLE

Qur sustained, high leve! of performance has
been achieved through the commitment,
mnngvation and excellence of our people

We believe in empowerment Our
decentralised managemant structure
allows local managers to be autonomous
and be responsible for making timely
decisions n the best interests of their
business Halma supports personal and
professional development through a range
of training programmes  The value of this
investment 1s shown both in our financial
performance and succession planning
Almost all of the members on our Executive
Board have been promoted from our
subsidiary companies

We are committed to innovation and
customer satsfaction Creating and
developing new products and new ways
of working gives us a competitve edge,
while delrvenng solutions to some of the
word's major problems in safety, health
and the ervironment

We encourage the shanng of knowledge
and technology throughout Halmz This
abilty to transfer state-of-the-art technology
from company to company, from one
sector to another, 15 something most of our
compatiiors simply do not have Through
collaboration and shanng best practice we
contirue to deliver market-leading products
that create benefits for our customers

We invest a lot of time finding and developing
the nght people who have the intiative,
knowledge and isadership qualties to make
a positve impact



In return, we offer

* The opportunity to make a difference —
our products make the world a safer
and healthier place,

* An entreprenaunal business culture,

s In-house training for personal and
protessional developmant,

* International career devslopment
opportunities,

* Performance-inked rewards,
* A cutture of nnovation, and

* An environment i which success
breeds success

PEOPLE DEVELOPMENT

We offer challenging personal development
programmes to raise the quality of leadership
throughout Halma Qur development
programmes are designed 10 promote
personal growth, enhance lsadarship

and relationship skills They also offer the
chance for employees from diverse Halma
comparies to come together and leamn

from each other

Qur cbyjectrve 1s 1o provide these iIndwviduals
wrth the tools and tramning they need to
achieve more in therr existing roie and
potentially to advance through the
organysation if ther achievernents meri it

The following courses are offered in China,
USA and Europe

- HPD Enterprise — developing ability
at Managing Director and Sector Vice
President level to iInnovate across all
aspects of the business,

— Talent Mindset — ensunng the Group
and company leaders have the capabilty
to maxirnise the qualty of tafent on therr
teams,

- HFD Exscutive - focusing on the
leadership skalls needed at board level
In our operating companes,

- HPD Management — parsonal
development, enhancing setf-awareness
and teamwork skalls for managenal roles,
and

~ HPD Graduate - our graduate programme
recruiting and developing the next
generation of leaders and technical

specialists

HPD Enterpnse was launched in Apnl 2016
and helps our Senior Vice Presidents and
Managing Directors to think entrepreneunally
about how they can grow tharr businessas In
fast-changing markets HPD Executive and
HPD Managemenit are well established
programmes and the curnulative number

of canddates that have completed each
course 1s set out below

HPD Executive

HPD Management

Dunng the year we launched a new
programme that will see Halma MDs serve as
a non-executve director on the board of a
sister operating company We anficipate
two-way benefit from this programme for
both the recemng company to gain additronal
nsight, perspectve and talent, and for the
non-exacutive drector to have the
opportunity to see how another Halma board
operates

OUR VALUES

Penodically we complete a survey of
employees to determine whether our core
values are authentic in our organisation
The survey establishes the values individual
employess wish to see in our operating
culture and to what extent they exist in

our current culture In 2008, our survey of
senior managers showed that five (509} of
the values they wanted to see in our business
were actually present Since then, we have
mproved the accessibility of the survey by

malang it avalable In paper format as well

as onbne, and by offenng it in vanous
languages In the latest survey, conducted In
January 2016, we had record parbcipation,
increasing 12% on last year The number

of matching values met the target of five
{50%) indicating that the alignment between
the values that employees want to see in their
business and the values that are actually
present 1s very good

Our value dnven culture consistently
demonstrates a sense of purpose In our
businesses — tearmns that are aligned and
highly productive and people that take pnde
n and have commitment to ther work —
resulting in a highly engaged and toyal
customer base

The Group will continue to monitor the survey
results 1o enable us to better support our
pecple in bnnging these values and strengths
to work so that they and we may denve
further benefit from them

DIVERSITY

We see diversity and nclusiveness as an
essertal part of our productmty, creatmty,
innovation and competive advantage it
15 the foundation of a performance culture
that promotes respect, understanding
and appreciation of different perspectves,
backgrounds and experiences

Developing regions, including China,

Brazil, India and Afnca make up an
ncreasing share of the world population
They will account for approximately 88% of
the global population by 2050 Economically,
drverse marksts represent a growing source
of consumption and buying power, and we
must be prepared to serve the needs of the
changing marketplace

Because our customer base 15 constanty
changing and growing, we need to be
prepared in the following ways

» diverse and inclusive enough to recognisa
the needs of customers in our current and
new markets,

* aware enough {o anticipate, respond to,
and serve the needs of the changing
marketplace, anc

* engaged enough to contnbute at the hughest
levels to deliver supenor performance
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Sustainability continued

By increasing the diversity and inclusion of
our workforce and leveraging the insights

of our diverse talent through an inclusive
emaronment, we enhance our ability to
compete in the world's increasingly diverse
marketplace Our efforts are directed towards
increasing the proportion of ndviduals

with expenence n the busness and
geographic markets n which we see

our operations growing.

Qur strong preference 1$ to develop policies
and actions which support our long-term
ams as well as establishng appropnate
measurable targets We believe the former
evolves Into being embedded imo corporate
cutture more readty

As part of our Diversity and Inclusion
Inhiative, we have a new programme which
encourages our operating companies to
revew the dwversity of therr directors Where
companies daecide that they need greater
diversity they now invite & member of staff to
jon board discussions and decision-making
as ‘co-opted’ board members

Co-opted board members are chosen for
ther abiity to make a valuable contnbuton
to board discussions Therr participation 1s
entirely voluntary and they have no legal
responsibilites They usually contnbute

to board discussions for a year and then
ancther employee 1s invited 1o fill the role

GEOGRAPHIC DIVERSITY

As our businesses contmue to expand
globally, 1t 1s imperaive thal the insights and
perspectives of local markets be represented
on our leadership teams  Several Group
inhatves have been implemented to support
and encourage our operating companies to
put leaders on the ground in key markets

We have well-estabfished Halma hubs n China
and India and have expanded into Brazi as
well The Chuna hub has introduced innovatve
RED programmas to mcentivise local product
development for local marksts We continue
10 seek ways to ensure that local leadership is
contnbuting 1o the global business strategies

DIVERSITY AND INCLUSION POLICY
At Halma we recognise that the diversity of
the people It our business and thea inclusion
of all ennches our products, performance
and the [ves of our employess Wa believe
that the dversity of our workforce contnbutes
significantly to our aim to protect and mprove
the quality of Ife for people worldwide

Ws are bulding a cufture that encourages
talented people of all backgrounds, belefs or
any form of personal ideritity to be involved,
respected and inspired to develop to their

full potental

Halma plc Board Directors’

Other senior managers?

Other employees

Total (number}

Total (%)

Female

*  Includes non-executve Directors of the Company

*  For Heima senior managers & defined ag subsldiary comparny officers and above

* Figuresas at 2 Aprlt 2015
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Cur ntertion is to create effectve team
anvironments that enhance decision-making
processes We achieve this by encouraging
the contnbution of urigue perspectives and
capabiiitres 10 achieve supenor business
results through trust, collaboration and
nnovation of new deas

By ensunng famess and equaity of
opportunity In recrutment, training,
development, career progression and
reward, Halima I1s committed to ensunng
diversity and inclusion in the workplace
and afl areas of our business

Each year the Board reviews our policies
and therr implementation to ensure that they
create and rmairtaen a dverse and inclusve
organisation To the same end, the Executve
Board recently revised our KP1s for Dwversity
to reflect our ambrtions for representation
ofwomen and international leaders at

aft levels in our Group

Halma believes that the diversity of our staff
is a significant contnbutor to our success
and has identified two specific areas for
mprovement in Halma's orgarmsation,
particularly at managenal levels

1) Geographic diversity — each board to
include at least one member whose
natonality is other than US, UK or
European For Emerging Market
headquartered companies, this becomes
reversed and the goal is to have at least
one member whose nationalty 1$ of the
US, UK or Europe

2} Gender diversity — o have at least 30%
female exacutves on operating company
toards by the end of our 2019 financial year

DISABLED EMPLOYEES

Apphcatons for employment by disabled
people are aways fully considered, bearing
in mind the apttudes of the applicant
concemad In the event of members of
staff becoming disabled, every efiort wil
be made 1o ensure that therr employment
with the Group continues and that
appropnate traning is arranged it is the
policy of the Group that the training, career
development and promotion of disabled
peopie should, as far as possible, be
idenbcal to that of other employees

EMPLOYEE CONSULTATION

The Group places considerable value on

the imnvolvernent of its employees and has
continued to kaep them informed on mafters
affecting them as employees and on the
vanous factors affecting the performance

of the Group This is achieved through
formal and informal meetings, the Group
collaboration platform and the annual
financial statements

Employee representatives are consulted
routnely on a wide range of matters affecting
ther current and future nterests

RESPONSIBLE INVESTMENT

Irvesting in Halma shares meets the cntena
of many professional and private nvestors
who base ther decisions on emvironmental,
sthical and social considerations The Group
15 a world leader n several key environmental
technologies and has a reputation for
honesty and integrtty in its relationships

with employees, customers, business
partners and shareholders

Social conditons can be mproved for all
through the creation of wealth Halma creates
wealth responsibly alowing our employees,
customers, business partners and
shareholders to deterrmine where this

wealth s best distnbuted

HUMAN RIGHTS

Halrna's Human Rights and Labour
Conditions Polcy reflects the core
requirements of the Universal Declaration of
Human Rights and the ILO Declaration on
Fundamental Pnnciples and Rights at Work,
including the conventions relating to forced
labour, chdd labour, non-disenmination,
freedom of association and nght to collective
bargaining We do not tolerate practices
which contravene these international
standards Regulatory demands upon

us vary considerably around the world,

50 Halma establishes the core structure to
ensure that Group companies fully comply
with legislative and regulaiory requirements
while parmiting them 10 talor ther approach
to therr partictiar needs
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Complance with, and respect for, thess
core requrements are integrated within

our organisation Everyong working for
Healma 1s responsible for having due regard
for human nghts Managers and supervisors
must prowide leadershp that promotes
human nghts as an equal pnonty to other
busness issues All employees are
responsible for ensunng that ther own
actions do not imparr the human nghts of
others, and are encouraged to bnng forward,
in confidenca, any concems they may have
about human nghts Our Chief Executive,
Andrew Wiliams, has overall responsibility for
ensunng that human nghts considerations
are integral to the way in which existing
operations and new opportunites are
developed and managed

ETHICS

The Group culture 1S one of openness,
Integetty and accountability Halma requires
its employees to act farly in ther dealings
with fellow emnployees, customers, suppliers
and business partners Halma introduced
a Code of Conduct in 2011/12 which
apphes to all Group company employees
and our external business relatonships

We require suppliers to be of high quality
and to operate to accepted internaticnal
standards Halma operates a confidential
whistieblowing policy, which was refreshed
and republished in 2015 The external
provder enables empioyees 10 raise any
concems they may have iIn confidenca and,
if they wish, anonymously

Halma has a zero-tolerance policy on
bnbery and cormuption which extends

to all business dealings and transactions
in which we are involved This includes a
prehibrtion on making poltical donations,
offenng or receming iInappropnate gifts
o making undue payments to influence
the outcome of business dealings Our
robust policy and guidance in this area
1S routinely reviewed and compliance
with the policy 1s checked as part of the
half-year and year-end process
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Chairman's introduction to Governance

Leading the governance

agenda

Paul Walker
Chairman

Good governancs s assential for promoting
the success of the Company and ¢t sits

at the heart of how we manage our Group
Qur success 1s underpinned by the robust
and mearmgful corporate governance
frarnework that we have in place, supported
by our Group-wide cuttura of openness,
transparency, constructive challenge

and support.

The Board Is committed to mantaining
the highest standards of corporate
governance and, on ther behalf, | am
pleased to present Haima's Corporate
Govemance Report for 2016

This report provides an explanation of

the framework within which the Group 1s
govemed and sets out how we have appled
the main prnciples and relevant prowsions of
the UK Corporate Governance Code 2014

LEADERSHIP

Developing effectve ladership throughout the
Group 15 essential for attractng and retaining
talent and aiding succession planning The
addrional focus that has been gven to
improving the qualty and performance of
Halma's managerment talent over the past
two years has been invaluable The Board's
support of executive actvity surrounding
talent has remnforced this strategic imperative
across the entire business

Equally, at Board level, it 15 important to have
the nght balance of skills and expenence,
while enabling a refresh of non-executve
Directors over time Over the past year, we
have had the opportunity to change the
composition and responsibilties within the
Board Following Stephen Petiit’s retirement
from the Board afier last year's annual
general meeting, Tony Rice, non-executve

54 Halma plc Annual Report and Accounts 2016

Our success is
underpinned by the
robust and meaningful
corporate governance
framework that we
have in place.

Director, becams the Chairman of the
Remuneration Committee and Semor
independent Director Jane Akman will
step down as a non-executive Director and
Chawrman of the Audit Comimittee after our
Annual General Meeting in July, and Carole
Cran, who was appointed a non-execuive
Director in January 2018, will assume the
role of Audit Committee Charman

| would fike to thank Jane for her valuable
contnbution to the Company over the last
nine years, N parbicular in her role as Audt
Committee Chatrman and for her support
with Carcle Cran’s induction | am dehghted
to have Carole as a member of our Board
and welcome her further contribution as
she prepares for and takes up the role of
Audit Committee Chamman

| believe that we have the nght balance of
skills, expenence and knowledge on our
Board to delver strong leadership, make
clear and effectve decisions and hamess
an open and transparent culture which
encourages an entrepreneunal approach
at a business levet

Biographies for each of the Directors are set
out on pages 56 and 57 and for those
Dwectors standing for election or re-election
at the Annual General Meeting, are also
contaned within the Notice of Meeting

EFFECTIVENESS

Building on the externally facitated Board
avalughon that was concluded last year, | have
continued to work closely with my iellow
Directors to improve the effectveness of the
Board The competence and cutture of open
challenge that ties within cur Board enables
us to deliver effective decision-making within
a govemnance framework wihich s fit for the
future growth of the Company



PEOPLE AND CULTURE

| reported I last year's Chaiman’s staterment
that we were upgrading our talent and
education programmes to ensure that we
have the best people to meet the growing
demands of our business and customers

| am pleased to report that we have made
considerable progress in this area and have
continued to foster a culture which 1s more
dverse and inclusive You ¢an read more
about our talent and leadership initiatves
on pages 50 and 51

REWARDING SUCCESS

Wa recognise that recruiting and retaning
talent that can daliver the capabilities that
we need to match Halma's growth requrres
a reward structure that motvates our people
to outperform and enables them to share in
Halma's success The exscutive shars plan
adopted at last year's annual general mesting
was designed to incentmse our executves
and senicr management to achieve supenor
retums for the Company and align thetr

How the Board supported strategy

reward with the interesis of shareholders
Further information on the Company's
remuneration policy and approach 15 set
out n the Remuneration Report on pages
731090

COMPLIANCE WITH THE UK
CORPORATE GOVERNANCE

CODE 2014 (THE COODE)

Throughout the year ended 2 Apnl 2016,
the Company has fully complied with the
provisions as set out in the Code (a copy of
which is available on the Financial Reporting
Counail's website at www irc org uk) The
Group's approach to nsk managemernt
and internal contro! 15 summansed on
pages 28 and 29

The Directors confirm that they consider

the Annual Report and Accounts, taken

as a whols, to be farr, balanced and
understandable and prowdes the Information
necessary tor shareholders to assess the
Compary’s posion and performance

The Group's business model 1s set out on
page 12 and an explanation of the strategy
and longer-term objectives of the Company
15 contaned within the Strategic Review on
pages 4 to 47

BOARD PRIORITIES

Our pnomtes for 2017 are to continue to
improve focus on our customars and ther
needs through nnovation and our go-to-
market strategies, seek acquisition
opportundies N existing and new markats
which complement our current portiolio
and which can deliver the growth that

we expect, and mprove the capabilites
and diversity of our talert

Paul Walker
Chairman
14 June 2016

Govemance at Halma, like its business model, 1s ingramed in the operating cutture throughout the organisation and within the Board of

Directors With a model that has had great success in terms of consistent dvdend growth and TSR perfomance in the UK, the Board has
not needed to oversee any large scale changes but has not been complacert and has continued to improve 1ts processes and procedures
to ensure that they are fitting for a company that ts near the top of the FTSE 250

Strategy

The Board's governance role

The Board monnors the diversity of the Group's portfolio of businesses to ensure that proposed acquisitons
or new market niches of strategie mterest complement the strategic objectves of the Group and do not
dilute the resources of the management teams The Board also prowides sufficent challenge 10 the internal
resources dedicated to identitying and evaluating the deal pipeline
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The Board exempffiss the autonomous cutture of the Group as one of provding our employees with the
space to exercise contral and authonty having given thern the gurdanse and tools to operate The Board's
support in such endeavours underpins the nght behaviours

The Board recognises that part of Halma's fundamental strength not only danves from our selection

of specialist technofogies in markets with resihent growth drvers, but also in our targeting of investment
in the nght cpportunities and deliberately placing that Investment close to our end markets The Board
endorses the agile operating structure which is best surted to deliver successful nnovation

The Board provides each business with the necessary Investment to meet our growth targets,
but equally, subjects them to ngorous scnuiny so that investment pnonties can be evaluated
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Board of Directors

Composition of the Board
and the Executive Board

PAUL WALKER
NON-EXECUTIVE CHAIRMAN

Paul was appointed non-executive Charman
of Halma in July 2013, having been appoirted
to the Board in Apnl 2013 Paul s non-
executve Chairman of Perforrn Group plc
and WANdIsco plc and a non-executve
director of Expenan plc and Sophos Group
plc He was CEQ at the Sage Group plc from
1884 10 2010 and has prewcusly served on
the boards of Diageo ple and Mytravel Group
plc Paul qualfied as a Chartered Accountant
with Emst & Young, having graduated from
York University with an econormics degree

ADAM MEYERS
SECTOR CHIEF EXECUTIVE, MEDICAL

Adam joined the Halma pic Board in Apnl
2008 and 1s Chief Executve of the Medical
sector He becarme a member of the Haima
Executive Board in 2003 as Dmsional Chef
Executive, having joined Halma in 1996 as
President of Bio-Chem Valve Adam ganed
his MBA from Harvard Business School and
IS a systemns engineenng graduate of the

Unwersity of Pennsylvania

ANDREW WILLIAMS
CHIEF EXECUTIVE

Andrew was appointed Chief Executive of
Halma pic in February 2005 He was
promoted to Director of the Halma plc Board
N 2004 Andrew joined the Halma Executrve
Board in 2002 as Divsional Chief Executive
after joining Halma in 1994 as Manufactunng
Director of Reten Acoustics (now HWM-
Water), where he became Managing Director
In 1997 He 1s a Chartered Engineer and

a production engineenng graduate of
Brmingham Unrversity He attended the
Advanced Management Program at Wharton
Business School in 2004 Andrew IS a
non-executive director of Capita plc

JANE AIKMAN
NON-EXECUTIVE DIRECTOR

Jane was appointed a non-executive Director
of Halma in August 2007 She was Chiet
Operating Officer and Chief Financial Officer
of Phoanix [T Group plc untl August 2015
and was previously Finance Director of Infinis
Limrted, Wilson Bowden Plc and Pressac plc
Jane spent three years as an internal audit
manager with GEC Alsthom and five years

in East Asia with Asia Pulp and Paper

Co Limited She qualified as a Chartered
Accountant with Emst & Young and has

a degree In civil engineering from
Brmngham University
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KEVIN THOMPSON
FINANCE DIRECTOR

evin was appointed to the Halma pic Board
in 1998 Ha became Group Finance Director
In 1997 after joinng the Halma Executive
Board as Finance Director in 1995 Kewin
joned Halma as Group Financial Controller
in 1987 Kevin qualified as a Chartered
Accountant with Price Waterhouse and 15

an economics and accounting graduate of
Bnstol University He attended the Advanced
Management Program at Harvard Business
School in 2007

DANIELA BARONE SOARES
NON-EXECUTIVE DIRECTOR

Daniela was appointed a non-executive
Drector of Halma in November 2011 In
September 2014, Danvela was appointed
as non-executive Director of Brazi-based
holding company Evora S A She was
previously Chief Executve of Impetus

- the Private Equity Foundation and she
has held senior roles at Save the Chidren,
BancBoston Captal, Goldman Sachs and
Ctibank. Daniela has an MBA from Harvard
Business School and a BS¢ in economics
from Universidade Estadual de Campinas
UNICAMP), Brazi



CAROLE CRAN
NON-EXECUTIVE DIRECTOR

Carole Cran was appointed a non-executve
Dwector of Halma in January 2016 She s
Chief Financial Officer at Aggreko plc having
heid a number of senior financial roles since
joning Aggreko n 2004 Previously Carole
spent seven years at BAE Systemns, ina
range of senior financial postions, including
four years In Australla Carcle qualified as a
Chartered Accountant with KPMG and has
a degree in Accountancy from the University
of Aberdeen

CAROL CHESNEY
COMPANY SECRETARY

Carol was appointed Company Secretary

of Halma pic N 1998 She joined Haima in
1995 as Group Finance Manager having
spent three years with English China Clays
plc She quakfied as a Chartered Accountant
with Arthur Andersen and s a mathematics
graduate of Randolph-Macon Woman's
College, Virginia Carol 1s a non-executnve
director of Renishaw plc where she chairs
the Audit Committee

TONY RICE
SENIOR INDEPENDENT DIRECTOR

Tony was appointed a non-exaecutive
Owector of Halma in August 2014 He

1S & non-executive director of Dechra
Pharmaceuticals PLC and was formerty
the senior Independent director and
remuneration committee chairman of Spirit
Pub Company plc Earer in his career,
Tony was chief executive officer of Cable

& Wireless Communications pic, CEO of
Tunstall Pic and held a number of sentor
roles in BAE Systems pic {including Brtish
Aerospace) Tony has a BA in Business
Studies from City of London College, an MBA
from Cranfield Schoo! of Management and
15 a member of both the Associabon of
Corporate Treasurers and the Chartered
Institute of Management Accountants

Committee membership

ROY TWITE
NON-EXECUTIVE DIRECTOR

Roy was appointed a non-executive Director
of Halma in July 2014 He 1s an executive
drrector at IMI pic, having been appointed io
the plc board in February 2007 Dunng his
career with IMI, Roy has led all of the dwsions
nciuding Severe Senvice (2011), Fluid Power
(2009}, Beverage and Merchandising {2007}
and Indoor Cimate (2004} Roy has a BEng
in Engineenng from Nottingham University
and gained his Masters in Manufactunng
Business Leadership from Cambndge
Unwersity In 1998

Audit Nommation  Remuneration

Paul Walker

Andrew Willams

Kevin Thompson

Adarm Meyers

Jane Alkman

Danela Barone Soares

Roy Twite

Tony Rice

Carole Crar?

* Chaifman = Member

' Appoutted Chaimman folowing Stephen Pettit 8 retrernent n July 2015

*  Appomed in January 2016
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Executive Board

ANDREW WILLIAMS
CHIEF EXECUTIVE
Location UK

KEVIN THOMPSON
FINANCE DIRECTOR
L.ocation UK

The kographies of Andrew Willams, Kevin Thompson and Adam Meyers are on page 56

CHUCK DUBOIS

SECTOR CHIEF EXECUTIVE,
ENVIRONMENTAL & ANALYSIS

Location USA

Chuck was appointed to the Executve Board
n Apnl 2008 and 1 Chief Execuive of the
Environmental & Analysis sector He joined
the Group in 1999 as Vice Presiden of Perma
Pure LLC and was previously President of
Diba Industnes He eamed his MBA from

the FW Olin School of Business at Babson
College and holds a Bachslor's degree in
physics from the College of the Holy Cross
Chuck attended the Advanced Management
Program at Harvard Business Schooi in 2013

JENNIFER WARD

GROUP TALENT DIRECTOR

Location UK

Jennifer was appainted as Halma's first
Group Talent Director in March 2014 Prior to
joining Halma, Jennifer spent over 15 years
leading HR, Talent and Organisational
Development for dvisions of PayPal (an eBay
company}, Bank of Amenca and Honeywell
She has a Master's degree from Michigan
State University and a Bachelor of Science
degree from Cregon State Unwversity

PHILIPPE FELTEN

CHIEF EXECUTIVE,

PROCESS SAFETY

Location Belgium

Prulippe joned the Executive Board in
Apnl 2012 and 1s Chief Executive of the
Process Safety sector He joined the Group
as Sales Director of BEA Europe when that
company was acqurred in 2002 and was
later Chued Executive of BEA Group Philppe
completed the Programme for Executve
Development at IMD Lausanng, holds a
degree In Marketing and Management
{{ICHEC - Brussels) and is an Electro-
Mecharscal Engineer (EGAM - Brussels)

MARTIN ZHANG

PRESIDENT — HALMA CHINA

Location China

Martin joined the Executive Board n 2010
having acwvised that board since 2008

He joined the Group n June 2008 Martin
holds an Executive MBA from the University
of Texas at Arington {Tongji Unversity
Shanghai} and a degree in chernical
engneenng from Chengdu University of
Saience and Technology Martin attended
the Advanced Management Program at
Wharton Business School in 2014 andis
also a Certrfied Managernent Accountant
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ADAM MEYERS
SECTOR CHIEF EXECUTIVE, MEDICAL
Location USA

NIGEL TRODD

SECTOR CHIEF EXECUTIVE,
INFRASTRUCTURE SAFETY

Location UK

Nige! was appointed 1o the Executve
Board in July 2003 and 1s Chef Executive
of the infrastructure Safety sector He joined
Halma in July 2003 as Chief Executive of the
Process Safety Dimvsion Nigel 1s a membar
of the Chartered Institute of Marketing and
a busness studies graduate of Thames

Valley University



Corporate Governance Report

Leadership

THE ROLE OF THE BOARD

The utimate role of the Board 1s to promote
the long-term success of the Company by
delvenng sustainable shareholder value In
order 1o fulfil s duty, the Board must ensure
that the Group operates within a clearly
defined operating structure which fits within
arobust governance and control framework.
The Board has uttimate responsibiity for the
management, direction and performance of
the Group, and sets the strategic goals which
the Compary’s businesses implernent
through thew business plans The Board is
also responsible for ensunng appropnate
resources are In place to achieve Its strategy
and delver sustainable performance

The Board's powers are denved from the
Cornparty’s Articies of Association but certan
dectsions and oversight roles have been
delegated {0 ts Commitiees The Board has
established a formal schedule of matters
reserved for s decision and has approved
terms of reference where it has delegated
responsibiities to its Committees

Board roles and responsibilities

The Charman of each Committee reports
at Board meetings on the actviies of the
Committee and Commitiee minutes are
reviewed and approved at Board mestings
Matters that are formally reserved for
decision by the Board are setout n

writing and nclude

* seting the Group's long-term objectives
and commercial strategy,

* approving annual cperating and caprtal
expenditure budgets,

* ceasing all or a matenal part of the

Group’s business,

significantly extending the Group's actvities

into new business or geographic areas,

+ changing the share caprtal or
corporate structure of the Company;

* changing the Group's management
and confrol structure,

» approving half year and full year resutts
and reports,

* approving dvidend policy and the
declaration of dvdends,

* approving significant changes
to accounting policies,

* approving key pohcies,

* approving nsk management
procedures and policies, including
ant-bnbery and corruption,

* gpproving magor Investrments, disposals,
capital projects or contracts {ncluding
bank borrowings and debt faciites),

* approving guarantees and matenal
mdemnities (not otherwise delegated
to the Bank Guarantees and
Faciibes Commities),

* approwng resolutions to be put to

the AGM and documents or crreulars

to be sent to shareholders; and

approving changes to the Board
structure, sze of ts composition

{following the recommendation

of the Norminaton Committee).

CHAIRMAN AND CHIEF EXECUTIVE
The role of Chairman and Chief Executive
are separate and the division of therr
responsibiliies Is set out below

CHAIRMAN'S
RESPONSIBILITIES

Governance
* promaoting high standards of corporate governance,

* leading, channg and managing the Beard,
* ensunng all Board Committees are property structured and operate with appropnate temms of referencs,
s rgquiarly considenng the composttion and succession planning of the Board and its Committess,
+ ensunng that the Board and ts Committees’ performance are evaluated on a regular basis,
* ensunng adequate time IS avarlable for all agenda tems and that the Board receves acourate,

clear and tmely mformaton, and
* ensurnng that there is effectve communication with shareholders

Strategy

* leading the Board in developing the strategy of the business and achievement of its objectives,

* promoting open and constructve debate in Board meetings,

¢ ensunng effective mplementation of Board decisions with the support of the Chief Executve,
* ensunng that the Board manages nsk effectvely; and
= consutting, where appropnate, with the Senicr Independent Director on Board matters

Peocple

= channg the Nomination Commutiee,
» Wentifying and meeting the inducton and developmerit needs of the Board and s committess,
» developing a strong working relationship with the Chief Exacutve,

* ensunng a strong working relationship between executve and non-executive Directors,

= setting clear expectations concerning the Company's culture, values and behaviours, and

* ensunng effective relationships are mantained with all major stakeholders in the business
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Corporate Govemance Report continued

Board roles and responsibilities continued

CHIEF EXECUTIVE'S
RESPONSIBILITIES

& & & & @

providing coherent leadership and management of the Comparny with the Chairman,
developing obyectives, sirategy and performance standards to be agreed by the Board,
provding nput to the Board's agenda,
providing effectve leadership of the Executive Board to achieve the agreed strategies and objectives,
securing an Exacutive Board of the nghit calibre, with specific responsiility for s compositicn, and

ensunng that 1ts succession plan s reviewed annually with the Chaimman and the non-executive Directors,

moniorng, reviewing and managing key nsks and strategies with the Board,
ensunng that the assets of the Group are adequately safeguarded and mamntaned,
building and maintaining the Company's cormmurications and standing wath shareholders, financiat

institutions and the public and effectively communicating the Halma pic investment propositior to
all stakeholders,
= ensunng the Board 1s aware of the view of ermployees on 1ssues of relevance to Halma ple,
* Invng and fostenng the Group values which promote ethical practices, mtegnty and a positive
work ermronment, enabling the Group to attract, retain and maotvate a diverse group of high-qualty
employees, and leading by example in establishing a performance onentated, customer focused
and publicly responsible Group cufture

EXECUTIVE DIRECTORS

SENIOR INDEPENDENT
DIRECTOR

acting as a sounding board for the Chairman,
* serving as a trusted intermediary for the other Directors, and
providing an altemative channel for shareholders to raise concems, Independert of executve

management and the Charman

implementing and delivenng the strategy and operabonal decisions agreed by the Board,

makirng operational and financial decisions reguired in the day-to-day management of the Company,
providing executive leadership to senior management across the busingss,

championing the Group's values and remnforcing the govemances and control procedures, and
promoting talent management, encouraging dversity and inclusion

INDEPENDENT NON- + contnbuting independent thinking and judgement, and providing extemal expensnce and knowledge,

EXECUTIVE DIRECTORS

1o the Board agenia,

¢ scrutinising the performance of managerment in delivenng the Company’s strategy and objectives,
» providing constructive challenge to the executive Directors, and

governance and nsk framework approved by the Board

COMPANY SECRETARY

monitonng the reporting of performance and ensunng that the Cormpany 1s operating within the

= acting as a sounding board for the Chairman and other Directors,

» ensunng clear and tmely information flow to the Board and its Commuttees, and
+ providing adwvice and support to the Boand on matters of corporate governance and nsk

CORPORATE GOVERNANCE
FRAMEWORK

Halma companies benefit from a highly
decentralised organsational structure which
delivers sustanable competitve acvantage
white mantaining the benefit of being part
of & larger group {through collaboration

with other Group compantes and central
Investment in areas such as talent
development, mnovation and intemational
expansion) A robust corporate govemance
framework is essential In a decentraiised
group in order to maintain good oversight
and conitrol over financial and management
reporting, compliance and regulatory matters,
nsk management, and the approval of
significant decisions {such as acquistions,
disposals or matenal agresments) The
cperaton of the Board and its Committees
15 descnbed in this Report and further
inforration on each Committes s detalled
within the separate Committee Reports

The diagram opposite sets out the top level
corporate governance framework for Halma
and how the Board and its Committees
interact The interface between the operating
comparies and this governance framework
1$ descnbed below and is illustrated in the
diagram on page 29 n relation to Group nsk
management

Each operating subsidiary company within
the Group has its own board of directors,
which meets regutany to Rilfil its legal duties
and operational and financial obligations in
managing the affairs of the company The
Sector CEQ, or a Sector Vice President, 1s
appainted as a drector of each subsidiary
within their sector and acts as Chairman at
each board meeting Each subsidiary must
operate n accordance with the Group's
intemal procedures, which set out the
minmurn standards required in the areas
of financial reporting, health and safety,
ethics, administration and information
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technology These procedures are made
avatlable throughout the Group va a
centrally managed electronic portal and
each procedurs 1s subject to regular review

Each of the four sectors has a management
board which meets regularty to review
financial and operational performance and
govemance matters relating to companies
within that sector Reports prepared by each
Sector CEQ are provided 1o, and reviewed
by, the Executve Board




Board governance structure

Board

Prowdes strategic leadership to the Group within a framework of robust corporate governance and intermal control, setting the cutture, values and
standards that are embedded throughout our business to deliver long-term sustainable growth for the benefit of our shareholders and other stakeholders

Nomination Committee

* reviews the composiion
of the Board,

+ oversees the Board's
succession planning, and

* keeps under rgview the
leadershup needs of, and
succassion planning for,
the Compary

D Read more p66

Audit Committee Remuneration Commitiee
* monitors the integnty * keaps under revew the
of financtal statemerts, framework and policy on
 oversees nsk management exacutive Director and servor
and controk management remuneraton
(inciuding pension

+ mondors the effectivaness
of the intemal Audat

functhion, and e
* reviews external audrtor forgshare plan swards
ndependence and will iead

the audrt tender process

()  Read more p69

amangements), anct
* approves the design,

D Read more p73

Executive Board

= @management
committes chared by the
Chief Executive, which
reviews operabonal
matters and business
perforrnance,

* rainforces the operational
and governance
structures that are in place
across the Group, and

* acts as aforum for
management decsions

[

I

Share Plans Committee
Responsible for the
admmnistration
arrangements relating to
employee share based
incentves {following
approval of the award basis

Bank Guarantees and
Facilties Committee
Agrees and approves
arrangernents for 1Issuing
guarantegs, ndemnitigs or
other support for bank lcans
and other financing facities

Acquisition and
Disposals Committee
Reviews and approves
1he terms and structure of
acquisitions or disposals
which have been agreed
in pnneiple by the Board

by the Remuneration
Committee or the Board)

Reporting requirements chart

Reporting requirement Location

Descnption of the business model and strategy Chief Executve’s Strategic Review
and Sector Reviews
[} See pages 4 to 12 and 34 to 41

Descnption of the significant issues that the Audit Committee considered in relation 1o Audit Committes Report

the financial statements and how these issues were addressed, having regard to the () See page 69

matters commuricated to it by the external audrt team

Explanaton of how the Audit Committee has assessed the effectiveness of the extemal Audt Committee Report

audit process and the approach taken to the reappointment of the external auditor to [ Ses page 69

enable shareholders 1o understand why it recommended reappointing

Identfication of search consultancies used and any connections with the Company Nomination Comimittee report
[} See page 66

Statement that the Directors consider that the Annuat Report and Accounts, takan as Corporate Governance Report

awhole, 1s far, balanced and understandable and provides information necessary for [} Ses page 54

shareholders to assess the Company’s position and performance

Future policy table and notes, performance scenano charts, remuneration obligations in Remuneration Commettee Report

service contracts and staternent of sharehclder vote on the 2015 remuneration report. [ See page 73

Pobey mplementation, remuneration pad to service adwisers, single total figure tables, Remuneration Committee Report

CEO pay companson to Company performance and relatve importance of spend on pay [ See page 73

Directors' shareholdings and vanable pay awarded in the year Rermuneration Committee Report
[ Seepags 73
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Corporate Governance Report continued

BOARD MEETINGS

The Board has six regular meetings
scheduled each year but will meet, as
required, to consider urgerit matters
Dunng the year an ad hoc meetng was
held to consider and approve the US
Private Placement.

Directors are issued with an agenda and
comprehensive electronic mesting papers
n the week preceding each Board meeting
The Board and each Director has access
to the advice and services of the Company
Secretary, as well as the option of obtaning
independenrt professional adwvice at the
Company's expense

PRINCIPAL COMMITTEES
OF THE BOARD

The Board has establshed three
pnncipal Committeas

+ the Nomination Commities,
= the Audit Committes, and
* the Rernuneration Commitiee

Detals of ther constriution and the roles
and responsibilies of each Committee
are set out in therr respective Reports,
wtuch follow this Corporate
Governance Report

The Board has also established three formal
Committees to which it has delegated certain
powers to negobate, review and admirister

specific areas of responsibility

* the Share Plans Committee,

» the Bank Guararitesas and Facilities
Committee, and

» the Acquistions and Disposals Committee

Each Committes operates under ts own
termns of reference, which have been
approved by the Board

In addstion, the Board has established an
nformal management comimittee, the
Executve Board, which is chared by the
Chief Executive This Executve Board
provides a forum in which the executives,
representng therr sector or functional area,
can review and take dectsions on operational
and financial matters that anse in the
day-to-day business operations The
Exscutive Board s also an effectve means
of communucating actions from the Halma
Board and obtaning executive support

to implement such decisions

The Board’s year

April 2015

* Budget
* Chammnan and NED fees

+ CEO conference
objectves

" » Secior review

+ NED ssarch and
candidate speciication

s AGM formal business

* Approval of terms
of reference

+ Approval of European
cash pooling
aangements

June 2015

¢ Prefminary resufts

s Dmvidend planning

* BEvaluaton of pnor
year objectves

¢ Annual chjectives
for the Group

* Annual assessment
of ntemnal control
Processes
s AGM Notice of Meeting
¢ Review of new share
planrules
» Cyber secunty update
» Sector review

STANDING BOARD AGENDA ITEMS
I addition to the above Board matters considered over the past year, at each meeting
there are standing terns, which include

» Review and approval of the previous minutes,

July 2015

¢ AGM and trading update
* PSP awards

¢ SIP award review

* M&A update

* Sector review

¢ Strategy planning review

» Status update on any matters outstanding from previous meetings,

* Updates from each Board Commitiee on the activites since the last Board meeting,

* Report from the Chief Executive,

+ Report from the Finance Director,

* Investor Relations report,

* Health & Satety review;

= Risk review,

+ Corporate govenance update,
+ Comptance & integrty report, and

+ Updates from the Company Secretary on administrative matters
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October 2015

* Group strategic performance and pnories
¢ Talent assessment and development

* Drversity

+ Sector strategy reviews

* PSP award vesting

* M&A update

* Cyber secunty update

Board meeting attendance

Dunng the year attendance by Directors at Board and Committee meetings was as follows

November 2015

* Half year results
* Dmdend planning
e Sector review

* M&A update

January 2016

* Bugget (drafi)
* Board effectveness and
Committee evaluation

« Annual review of non-executive
Drrector confiicts, independence
and dmsion of responsibiliies

* Tradng update

* Risk management review

¢ Sactor review

* MSA update

e Cyber security update

* Employee Benefit Trust funding
s HITE arangemerts

Committees

Overall

attendance

Board attendance Board Audit Remuneration Nomination %
Paul Watker 6/6 - 4/4 3/3 100%
Andrew Willams 6/6 - - 3/3 100%
Kevin Thompson 6/6 - - - 100%
Stephen Pettit! 3/3 1 2/2 11 100%
Nerl Quinn? 11 - - - 100%
Jane Atkman? 6/6 373 4/4 2/3 94%
Adam Meyers 6/6 - - - 100%
Daniela Barcne Soares® 6/6 373 4/4 2/3 94%
Roy Twite 6/6 3/3 4/4 3/3 100%
Tony Rice 6/6 33 4/4 33 100%
Carole Cran* 11 N 11 tlal 100%

! Stephen Pettit retred following the conclusion of the AGM on 23 July 2015

¥ Nell Cuinn retired trom the Board on 14 May 2015

* Jang Alkman and Danieia Barong Soares wora unabla to attend the Nomington Committee meeting on 3 June 2015 due fo tiness.
*  Carola Cran was apposried 83 non-executve Dwector on 1 January 2018
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Corporate Governance Report continued

Effectiveness

COMPOSITION OF THE BOARD

The Board 1s compnsed of the Chairman,
five independent non-executve Directors
and three executve Directors The Board
views this structure as a surtable balance
of direct knowledge of the Group’s
operatons with ndependent chaflenge
and expenence from outside the Compary

BOARD DIVERSITY

The Board recognises the benefits to an
International group of greater dversity on

the Board and In management posittons
throughout the Group At the year end, and at
the date of this Report, the Board compnsad
nine Directors, Including three women (33%)
The spread of nationalbes are seven Briish,
one Amencan and one Brazitan

Halma has the ambition to Increase the
number of executives based outside Europe
and the USA to bettar reflect the revenue
generated outside those markets and to
embrace diversity and inclusion across the
Group To support this ambitron, the Board
has adopted a Dversity and Inclusion policy
and a prograrmme of tranng 1o support the
policy has been rolted out to senior
executves and head office personnet
Operating subsidhary company boards are
encouraged to invite local personnel wath
diverse skl sets to attend board meetings
to prowvide a fresh perspective and bnng

a diverss and inclusive approach 1o the
decision-making body

INDEPENDENCE

The Board has reviewed the Independence
of the Charman and each non-executve
Drrector and considers the Chairman and

all of the non-executive Directors to be
independent of management and free from
business or other relatonships that could
iInterfere with the exercise of Independent
Judgement The Board believes that any
shares in the Company held by the Chairman
and non-executive Directors serve to align
thewr imterests with those of the shareholders

Tony Rice was appoirted as the Senior
Independent Director i July 2015, following
the retirement of Stephen Pettt from

the Board

TIME ALLOCATION

The Board benefits rom the wide vanety of
skills, expenence and knowledge that each
Director has However, being available and
committing sufficient tme to the Company
15 essential and therefore the number of
external directorships that a non-executve
Director holds s an important consideration
when recruiting and when performing the

Executive Directors are parmted to accept
one external appointment, subyect to the pnor
approval of the Chaman Approval will only
be given whera the appantment does not
present a confiict of interest with the Group's
actviies and where the role 1s considered

o be beneficial to the develepment of

the indmidual, which will also benefit

the Company

In addition to the scheduled Board meetings
(six per year), non-executive Directors are
expected to atiend the AGM, the annual
strategy meeting and certan other Compary
events and site wisits throughout the year

A tirme commitment of around 20 days per
annum s the antapated requrement for
each non-executive Director Confirmation

18 obtained on appointment from each
non-executive Director that they can allocate
sufficeent tme to the role Details of Board
attendance dunng the year i1s set cut on page
63 and biographical details of sach Director
are set out on pages 56 and 57

INDUCTION OF NEW DIRECTORS
Newly appointed non-executive Directors
follow a talored nduction programme,
which includes dedicated time with Group
executives and visits to companies within
each of the four sectors

Carole Cran met with the Company Secretary
to review the tallored inducton materals,
which provide a comprehensive overview of
the Group and the legal and organsational
structure, the governance framework, the

role of non-executive Director; key business
contacts at Group, sector and cperating
comparny leve), and details of the external
adwvisers In addrion to the latest Annual
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Report and Company announcements,
further matenals such as recent broker
coverage, the last Board evaluaton and
CEO conference presentations were

also provided Carole met the Chaman,
Chief Executve and Finance Dirsctor on a
one-to-one basis on her appointment and
has subsequently met the other members

of the Board and Executive Board along with
senior managers from Head Office functions
and the sectors A vaned programme of srie
wisits to operating companies across the
sectors Is being arranged, which will ncludes
the opportunty for Carole to meet investors
at the forthcormng wvestor event

The Chairman reviews traning and
devalopment needs of the Board, and each
indmdual Director, at least annually Brefings
and presentations from subject specialists
forrmn part of the ongoing training needs for
the Dwrectors

PERFORMANCE EVALUATION

The Board undertakes a formal evatuation of
its performance, and of each Darector, on an
annual basis The principal Commitiess of the
Board undertake an annual evaluation of therr
effectivaness, m accordance with ther terms
of reference

As i pnor years, the Board met in January
2016 before its scheduled meeting 1o provide
a forum for discussion of the Board evaluation
outside the formal meeting This forum has
proven useful for a number of years The
Chairman and non-executve Directors also
meet after each Board mesting without
exscutive Directors present to ensure there 1s
an opportunity to discuss potsntially sensitive
matters The Chisf Executive will join for part
of these meetings at least once per annum
The Senior Independent Director meets with
the non-executve Directors without the
Chairman present, at least annually, to
evaluate the Charman’s performance

The Executves are also given the opportunity
10 meet with the Chairman and/or the Senior
Independent Dwector separately The
outcome of these meetings is fed back

to indmduals by the Charman, Semor
Independent Director or Chief Executive,

as appropnate



The Board and Committee evaluations
conducted in 2015 were extemally facitated
by EquityCommunications Accordmngly, the
Board and Committee evaluation for 2016
was an intemal evaluation, conducted by the
Charrman having a structured one-to-one
session with each mermber of the Board/
Commitiees and the Compary Secretary
The resutts were anonymised and provided
to the whole Board i January 2016

The man areas of focus ansing from the
evaluation process, and subsequently
discussed by the Board, were the sze

and balance of the Board, the continued
development of the Group's strategic pnontes
and future direction, execuive succession
planning, and the allocation of resources

RE-ELECTION OF DIRECTORS

With the exception of Jang Alkman who will
retire from the Board after the AGM, all of the
current Directors will stand for re-election,
and in the case of Carcle Cran, election,

at the forthcoming AGM

Following the annual evaluation of the Board
and its Committees, all Directors standing for
election or re-election at the AGM continue

to be effective, hold recent and relevant
expenence and continue to demonstrate
commitment 1o the role Biographical detalls
of each Director standing for election or
re-glection are set out In the Notice of Mesting

LIABILITY INSURANCE

Each Dwector 1s covered by appropnate
directors' and officers’ lability insurance, at
the Company’s expense In addition, there
are Deeds of Indemnity in place, which
provde an indemnity from the Company to
the Director in respect of any proceedings
brought by third partres against Directors
personally In therr capacity as Directors of the
Company The indemnity does not extend to
certain areas, including any labiity to pay a
fine levied in cnminal proceedings, defending
crnrminal proceedings where the Director s
comvicted and such conviction is final,
detending any cnil proceedings brought by
the Company or an associated company;

or n any proceedings for disqualficaton

of the Director

RELATIONS WITH SHAREHOLDERS
The Board recogrises the importance

of eftective commurscation with our
shareholders In regular meetings with
sharehgldars and analysts the Ctuef
Execiitve and Finance Director communicate
the Group's strategy and resufts, disciosing
such imormation as 15 permitted withuin

the guidelnes of the Listing Rules Such
meetings ensure that insttutional shareholders
representing over 50% of the Company's
issued share capital meet or hold discusstons
with the Company on a regular basis Major
shareholders are also offered the opportunity
to meet the Charman and/or Sanior
Independent Director Notas from all investor
meetings are circulated to the Charman with
investor feedback from results roadshows
circulated o the whole Board

The Company consutts with its major
sharehoiders on significant matters — for
example, the Remuneration Committee
consulied the top 10 shareholders last year
regarding s proposed remuneration policy
and practice Major sharsholders are invited
to attend brigfings following the half-year
and annual resutts Once again, the Chuet
Executve hosted a dinner in London
dunng February 2016 for analysts and
nstiutonal Investors No new matenal
financial iInformation or updates on trading
15 prowded at such events In September
2015, the Company hosted a site visit to
Crowcon in Abingdon, UK, for analysts and
nvesters The event focused on Halma's
Process Safety sector, including Crowcon's
operations Shdes and a summary of the
presentation given may be viewed or
downloaded from the Company's websie
at www halma com

The content of presentations to shareholdsrs
and analysts at resutts announcements,
news releasas about the Group and all
regulatory announcements are also available
on the Company’s website Sharsholdars
arg encouraged to vist www halma com

o access Annual Report and Accounts,

Half Year Reports, biographical inforrmation
on Drrectors and the Bxacutive Board, share
pnce information and subsidiary comparny

contact detalls [inchuding inks to therr

own websites) The websnie features the
facility to request e-mal alerts relating to
announcements made by the Group and
there ts a feedback formn o iIrvite suggestions
for improvements to the webstie and our
rvestor relations actviies

Shareholders can keep up to date with the
latest Halma financial news, on the move,
wrth our Investor Relations PPad app This 1s
avalable as a free download from the Apple
iTunes store, as detalled below The appis
updated at the same time as our websrte
and delivers news releases, regulatory
announcernents, presentations, reports,
webcasts, videos, financial documants

and the share pnce

To help investors understand the scope of
our business we have produced a senes of
corporate wdeos outinng our strategy, our
performance, our future and an animated
video on the products that we make These
can be viswed from the home page of our
website fwww halma com) and from our
1Pad investor app Type this Ink into your
browser to go to the Halma Investor
Relations app download page oniTunes
http.//goo graw9ty

The Financial calendar 1s set out on
page 180

All shareholders are encouraged to attend
the Annual General Meeting (AGM} in London
where they can gain a better understanding
of the Company and meset the Directors

The AGM provides an opportunity for
shareholders to ask queshons to the Board
on the matiers put to the meeting, ncluding
the Annual Report and Accounts and the
managemernt of the Company The results
of the AGM are published on the Company’s
weabsite once they become avarlable

Halma plc Annual Report and Accounts 2016 65

1HOdIH D193UvHLS

JONYNLIACD

SINIWALVLS TYIDONYNIS



Corporate Governance Report continued

Nomination Committee

COMMITTEE CHAIRMAN’S OVERVIEW
Over the past year, we have seen mmor
re-shaping of the Board and Committee
membership and change in individual
responsibiltes as descnbed below

in July 2015, Tony Rice succeeded Stephen
Pettit as Senior independent Director and
Chairman of the Remuneration Committes
The search for a new non-executive Director,
1o fill the subsequent vacancy, was
successiully concluded at the end of the
calendar year and the Comrrittee were
delighted to recommend the appontment
of Carole Cran to the Board Carole will
succeed Jane Aikrman as Charman of the
Audit Committee after she steps down at
our 2016 AGM

| reported in the 2015 Committee report

that the resignation of Nel Quinn from the
Board provided an opportunity to consider
the executve composthion of the Board The
Committee has considered this over the past
year and, at the present time, continues to
believe that the balance of executive and
non-executive Directors 1S appropnate, as
the focus remains on bulding the new sector
structure, both in terms of operations and
talent The Committas will keep the Board
and Executive Board composition under
review over the corming year

ROLE OF THE COMMITTEE

The Committee i1s appointed by the Board
and operates under written temmns of
reference, which are available on the Group's
website The pnmary role and responsibiities
of the Committes 1s to

« review the size, balance and compositon
{evaluating the skills, knowledige and
expenence} of the Board and its
Committees, ensunng that they reman
appropnate and making recommendations
1o the Board with regard to any changes,
lead the process for Board appontments,

* overses the succession planning
requirements for the Board and other
sanior executives, including the
identdicaton and assessment of potential
candidates and making recommendatons
to the Board for its approval, and

* keep under review the lsadership needs of
the Group in relation 10 both s executve
Directors and other senior executives,
including any recommendations made
by the Chief Executrve for changes to
the executve membership of the Board

COMPOSITION OF THE COMMITTEE
The Committes curertly compnses the
Charman, the Chief Executive and five
indspendent nor-executive Directors,
theretore comprising a majormy of non-
exacutve members The Chairman acts

as the Chaimman of the Comrnittee but
would not charr a meeting which was
dealing with the appontment of a successor
to the charmanship The following members
served on the Committes dunng the year

* Paul Walker (Chairman)

s Andrew Willams

s Stephen Pettit (retired 23 July 2015)

* Jane Alkman

» Danela Barone Scares

* Roy Twite

» Tony Rice

* Carole Cran fapponted 1 January 2016)
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ACTIVITIES IN 2015/16
Dunng the year, the Committee has
undertaken the following actvities

* recommending the appontment of Tony
Rice as Senor Independent Director and
Chairman of the Remuneration Cormmitiee,

« non-exaecutive Director succession
plannmg, resuting in the appointment
of Carole Cran,

* prepanng a non-execuive profie for the
replacement of Jane Aikman and working
with Lygon Group to inilate the search,

* review of Execurive succession plans
and talert review,;

* annual seff-evaluation and review of
Director ndependence m accordance
with the terms of reference, and

* proposing the election and re-glection
of Directors at the AGM

Allocation of time

Recruitment 3%
Succession planning a0%
Governance and reporting 12%
Independence end {re-jelaction of Direciors 7%

Compoesttion of the Board "

NON-EXECUTIVE DIRECTOR TENURE
As at the date of thus Report, the tenura of
the five non-execuive Directors 1s spread
across a rune-year panod, as ilustrated in
the chart opposits Any term beyond six
years 1s subyect to partcutarly ngorous
review (o ensure that the non-executrve
Director continues to be effectve and that
the Commitiee 1s not being stiffed in any way



Jane Atkman s in her final term, having
served nearly nine years on the Board,
Daniela Barone Scares 1s in her second
three-year term, Tony Rice and Ray Twite
are n ther first three-year terms and Carole
Cran waf be subyect to her first term on baing
elacted at the AGM in July 2016

BOARD APPOINTMENT PROCESS
Pnor to making a recommendation to
the Board for the apportment of Carole
Cran, the Committee undertock the
following process

» dentfication of skills, experence and
knowladgs that would be comphmertary
for the general role of non-executve
Drector, in addhion to recent and relevant
financial expenence required for the role
of Audit Commitiee Chairman,

= selecton and recormmendation of a giobal
search firm Lygon Group, who have no
connection vath the Company, were
selected based on an interview process
Irvohang key executives and the Charman,

a shortlist of candidates was reviewed by

the Committee based on candidate

reports prepared by Lygon Group,

¢ nterviews and meetings were aranged
with the Chairman, Chuef Executive,
Finance Dwector and several members
of the Commuttee and other seruor
management, and

* afull review of the candidates was

undertaken by the Committee at its

meeting n November and a unanimous

recommendation made to the Board

DIVERSITY

The Committee and the Board support
dversity and inclusion and has developed a
policy for use throughout our Group Further
details on Board diversity are set out inthe
Effectveness secton on page 64 and for the
wider employee base, in the Sustanabity
section on pages 51 and 52

BOARD GENDER

Femnaie 3

Non-executive Director tenure

PRIORITIES FOR 2016/17
The Committee’s pnonties for 201617 wilbe

1o recruit a non-executve Director, to fill the vacancy when Jane Alkman steps down,
with the nght skills, knowledge and experience to bnng further insight and challenge
to the executive Directors, and

* acontinued focus on succession planning and talent development

T

Paul Walker
Chairman
14 June 2016
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Corporate Governance Report continued

Accountability

INTERNAL CONTROL STATEMENT
The Board’s responsibilities

The Board has overall responsiiity to the
sharsholders for the Group's system of
intemal control and nsk management, and
the review of the systermn'’s effectveness 1S
camed out with the assistance of the Audit
Committee Whilst not prowding absolute
assurance aganst matenal misstatements
or loss, this system 1s designed to identify
and manage those nsks that could adversely
impact the achievernent of the Group’s
objectives The Group's nsk managsment
structure and process Is detated on pages
28 and 29 The Group's pnncipal nsks

and uncertanties are detaled on

pages 30to 33

The Board confirms that thers 1s an ongoing
process for entifying, evaluating and
managing the significant nsks faced by the
Group and for determining the nature and
extent of the sigrficant nsks it is wiling to
take in achieving its strategic objectives

The Board, advsed by the Audit Commuttes,
regularty reviews the process, which has
bean in place for the year under revew and
up to the date of approval of the Annual
Report and Accounts This process s In
accordance with the Guidance on Risk
Management, Internal Control and Related
Financial and Business Reportng The Board
has continued to mprove and embed
controls throughout the Group and will
contnue to keep the systems under revew
to ensure that the mtemat control and nsk
management framework remans fit

for purpose.

REVIEW OF INTERNAL

CONTROL EFFECTIVENESS

The Board regularty reviews the effectiveness
of the Group's nsk management and

internal control systems, including financial,
operabonal and complance corrols The
revew 15 pnncipally based on reviewing
reports from managernent to consider
whgther significant nsks have been dentfied,
evaluated, managed and controlled

The Group’s external Auditor, Delottte LLP,
has audrted the financial staternerts and
has rewiewed ithe financial control systems
to the extent considered necessary o
support the audit report

COMPLIANCE WITH THE UK
CORPORATE GOVERNANCE
CODE 2014 (THE CODE)
Throughout the year ended 2 Apnl 2016,
the Company has fully complbed with the
provisions as set out in the Code The

Group's internal controls are summansed
on pages 28 and 29

The Directors confirrn that they consider
the Annual Report and Accounts, taken

as a whole, to be far, balanced and
understandable and provides the mformation
necessary for shareholders to assess the
Company's postion and performance The
Group's business model 1S set out on page
12 and an explanation of the strategy and
longer-term cbjectves of the Company is
contained within the Strategic Review on
pages 4 to 47

GOING CONCERN

The Group's business acimbes, together with
the mam trends and factors fikely to affect is
future development, performance and positon,
and the financial position of the Group, its cash
flows, Bquedity posibon and borrowang faciibes,
are set out n the Strategic Report. In additon,
note 26 to the financial statements mchudes the
Group's objectives, policies and processes for
managing its capital, its financial nsk
managemert objectives, details of its fnancial
nstruments and hedging actvities, and its
exposures to curmency and liquidity nsks,

Tha Group has considerable financial
rgsources (including a £360m five-year
revotving credr faciity, of which £236m
was undrawn at 2 Apnl 2016) together with
contracts with a diverse range of customers
and suppliers across different geographic
areas and industnes No one customer
accounts for more than 2% of Group
tumover As a consequence, the Directors
beleve that the Group 1s well placed to
manage rts business nsks successfully

After conducting a formal review of the
Group's financial resources, the Directors
have a reasonable expectation that the
Comparny and the Group have adequate
resources to continue N operational exstence
for the foreseeable future For this reason, they
continue to adopt the gomg concem basis n
prepanng the Annual Report and Accounts

LONGER-TERM VIABILITY

In accordance with the UK Corporate
Governance Code, the Board has
considered the Company’s longer
term viabilty and sets out its Viability
Statement below
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VIABILITY STATEMENT

Dunng the year, the Board camed out a
robust assessment of the pnncipal nsks
affecting the Company, including those
that would threaten its business model,
future performance, solvency or iquidty
The principal nsks and uncertanties,
including an analysis of the potertial
mpact and mitigating actions, are set
out on pages 30 to 33 of the

Strategic Report.

The Board has assessed the wability of
the Company over a three year penod,
taking into account the Group's current
positon and the potential Impact of the
pnncipal nsks and uncertaintes Whilst
the Board has no reason to beheve that
the Group will not be viable over a longer
period, t has detemined that three ysars
IS an appropnate penod In drawing fis
conclusion, the Board has aligned the
period of viability assessment with the
Group’s strategic planning process (a
three year penod) The Board believes
that this approach prowdes greater
certanty over forecasting and, therefore,
increasas reliabiity in the modelling and
stress tasting of the Company's wiabilty
in addibon, a three year honzon is typically
the perod over which we review our
external bank faciities, and is also the
performance penod over which awards
granted under Halma’s share-based
incentve plan are measured

In reviewing the Company’s viabilty,
the Board has identified the following
factors which they believe support
therr assessment

» the Group cperates in diverse but
relatively non-cyclical markets,

o there 1s considerable financial capacity
under current faciies and the abiity
to raise further funds,

= the decentralised nature of our Group
ensures that nsk 1s spread across our
businesses and sectors, with imrted
exposure to any particular industry
or market,

+ there s a strong cufture of local
responsibilty and accountabilty
wathin a robust govermance and
control framework, and

* an ethical approach to business Is set
from the top and flows throughout
our business

In making thetr assessment, the Board
camed out a comprehensve exercise of
financial modefing and stress-tested the
modal with vanous scenanos based on
the prncipal nsks identrfied in the Group's
annual nsk assessment process In

each scenano, the effect on the Group's
KPis and borrowing covenants was
considered, along with any mitigating
factors Based on this assessment,

the Board confims that they have a
reasonable expectation that the Comparry
wiil be abls to continue in operation and
mest s labiities as they fall due over the
three year penod to 31 March 2019



Audit Committee

COMMITTEE CHAIRMAN’S OVERVIEW
This s the last Report that | will present

to shareholders in my role as Chairman

of the Audit Commities and | am proud of
the work that the Committee has achieved
n mproving and embedding the control
framework throughout Halma | am working
closely with Carole Cran, who will succeed
me as Committee Charrman after the 2016
Annual General Meeting, and | wish her
success in butlding on the solid foundation
that has been lad dunng my tenure

Dunng the year, the Committee continued
to focus on the effectveness of the Group's
controls and areas 10 Improve awarsness
and compliance The increased awareness
of the identfication and monrtorng of nsks
at all levels, camed out at the Committee's
request, has improved the Commitiea’s
oversight of nsk

The Committes agreed the content of the
Viability Staternent following a thorough
process of review and stress testing the
assumptons The Viability Statement Is
set out on page 68 above

| hope that you find this Report helpful in
understanding the work of the Commities
generally and the matters that it has
considered over the past year

ROLE AND RESPONSIBILITIES
The Committee I1s appointad by the
Board and operates under written terms
of refgrence, which are available cn the
Group's website The pnmary role and
responsibites of the Committee s to

Financial Reporting

* review significant financial reporting
fudgements and accounting policies and
compliance with accounting standards,

» ensure the integrty of the financial
staternents and ther compliance with UK
company law and accounting regulation,

» gnsure the Annual Report and Accounts
are farr, balanced and understandable and
recommend their approval to the Board,

* montor announcernants relating to the
Group's financial performance,

Internal Controls

* monfor the efiactiveness of Intemal
controls and compliance with the UK
Corporate Governance Code,

* review the operation of the Group’s nsk
management processes and the control
environment over financial nsks,

Risk Management

* review and provide oversight, on behalf of
the Board, of the processes by which nsks
are managed,

* review the process undertaken ang stress
testing required to approve the Group's
Viability Staternent and Going Concermn
statement,

Fraud and Whistleblowing

* recenve reports on the processes N place
throughout the Group to prevent and
detect fraud and to enable employees
to raise concems In confidence,

* recens reports on fraud attempts
or Incidents,

Internal Audit

* agree the Internal Audrt work programme
and regularly review reports ansing from
internal audits,

* monrtor the resourcing and review the
effectiveneass of the internal audt functon,

continue to strengthen the Intemal Aucit
function to match the growth and
complexity of the Group,

monitor the status of actions resuting
from internal audits and considar
rermedial action for overdue rtems,

External Audit

* manage the relationship with the
Group’s external auditor;

* monitor and review the ndependence
and performance of the external audrtor
and, at least annually, formally evaluate
ther effectveness,

* remew the policy on non-audi services
carrled out by the external auditor, taking
account of relevant ethical guidance,

» negotate and agree the externat auditor's
foe,

iead the audt tender process at lgast
every 10 years, and

» make recommendations {0 the Board

for the appontment or reappoirtmert
of the external auditor

COMPOSITION OF THE COMMITTEE
The Comrrittes currently compnses the
five independent non-executve Directors
The folowing members served on the
Commitiee dunng the year

— Jane Alkman (Chairman)

— Stephen Pettrt (retired 23 July 2015)

- Daniela Barone Soares

- Roy Twite

— Tony Rics

— Carole Cran (appointed 1 January 2016}

The Chairman, Chief Executive and Finance
Dwector are also In attendance at Committee
meetings Representatves from the extemnal
Audrtor and the Intemal Audit Manager are
invited 1o join the meeting for certan agenda
fems The Committee, and separately the
Cormmittes Chairman, mest with the Internal
Audit Manager on a regular basis

ACTIVITIES IN 2015/16

The Committea spends a signficant amount
of tme reviewing the effectveness of the
Group's nsk management and internal cordrol
process which supports its oversight of the
integnity of its financial reporting  Further

detail on the areas reviewed by Committee
throughout the year are set out in the table

on page 70

Allocation of time

Financial steternents and businesa reports 43%
sk management 1%
internal audh 11%
Externel audit 28%
Other H
GOVERNANCE

The Cormmittee mests at least three

times per year and routinely mests with

the externa Auditor without the executive
Drectors present tt 1s chared by Jane
Alkman, independent non-executive Director,
who s a chartered accountant with recent
and relevant financial expenerce The
Finance Director works closely with the
Commuttee Chairman to facilitate open
commurucation and regular information flow

Halma pic Annual Report and Accounts 2018 69

1HOd3Y OID3LVHLS

FONYNHIAOD

SINIWIIVYILS TYIDNYNIL



Corporate Governance Report continued

Audit Committee activities

Financial statements and reports

* reviewed the 2016 Annual Report and Accounts, the 2015 Half Year Report and
the trading updates 1ssued in July 2015 and February 2016 As part of these reviews
the Committee recenved a report from the external Auditor on the audit of the Annual

Report and Accountis,

» reviewed the effectiveness of the Group’s nsk management and internal controls
and disclosures made n the Annual Report and Accounts,
» reviewed the process and strass testng undertaksn to support the Group's Viabilty

and Going Concern statements,

revigwed pension fund accounts,
reviewsd treasury policy;

reviewed taxation provisions
Risk management

* considered the output from the Group-wide nsk review process to identify, evaluate
and migate nsks, the Group's changing nsk profile and future nsk reports,
*» devoted additional tme to adequatety address nsk management and intemnal

control in the Group, and

* considered export controls and other compliance-related matters

Intemnal audst

» gvaluated the effectiveness and the scope of work to be undertaken by the Internal

Audt function,

¢ reviewed management responses to audit reports issued dunng the year,
* reviewed the Group's whistleblowing policy and procedures, and

+ reviewed the resourcing of Internal Audit

External auditor and non-audit work

« considered the tming and process for the external Auditor tender,

* reviewed, considered and agreed the scope and methodology of the audt
and non-audit work to be undertaken by the extema! Auditor,

» gvaluated the ndependence and objectmty of the external Audrtor,

= agreed changes 1o the policy on non-audit senvices, and

* agreed the terms of engagement and fees to be pard to the external Audrtor
for the audit of the 2 Apnl 2016 financial statements

considered acquisitron valuation and accournting methodology;

reviewed currency exposure and hedging policies, and

The Commitiee recemves regular updates on
changes to financial accounting standards
and reportting requirements, regulatory and
governance changes, the evolving landscape
around nsk, fraud and cyber securty

In ts adwisory capacty, the Committes
confirmed to the Board, that based on its
review of the Annual Report and Accounis and
intsmal controls that support the disclosures,
that the Annual Report and Accounts,

taken as a whole, are far, balanced and
understandable, and provide the necessary
informaton for shareholders to assess the
Company's postion and performance, ts
busmess mociel and strategy
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WHISTLEBLOWING

The Comimittee has responsibility for
ensunng that arrangernents are N place for
employees to raise Concams or Suspicions
they may have about possible wrongdoing
in financial reporting or other matters

An external organisation, Expolink, eperates
a 24 hour confidental reporting semce

for the Group, which provides employees
with the cholce of making areportva a
rruttiingual telephone Ine or by web
reporting The service allows employees

0 remain anonymous (subject to local
legisiation) and also prowdes a case reporting
number which ensures that there s a
mecharsm for two-way communication
betwesn the reporter and the Compary, even
if they have chosen to remain anonymous
Confidential reports from this senace are
provdad to the Company Secretary for
Irvestigation and 1o report any signficant
cases to the Commitiee The Intemal

Halma pic Annual Report and Accounts 2016

Audit Manager imvestigates cases relating
to financial matters [ncluding fraud), the
Company Secretary investigates other
matters and monitors all open cases
through to thesr conclusion.

Dunng the year, the Committee camed

out a review of the effectiveness of the
Group's whistieblowing arrangements

A refresh of the whistieblowing service was
carried out across the Group in May 2015

ENGAGEMENT OF THE

EXTERNAL AUDITOR

The external Auditor s engaged to
express an opmion on the Group and
Compary financial statements The audit
includes the review and testing of the data
contaned in the financial statements to the
extant necessary for expressing an audit
opinion on the truth and famess of the
financial statements

Delotte LLP has been the extarnal Auditor
of the Group since 2003 and a review of the
independence of Deloitte LLP 1s undertaken
each year At the year end, the Audror
forrmally confirmed its independence and
that objectvity has been mamtaned The
Committee concluded that the relevant
ndependence continues to be met In
addition, the Senior Statutory Audrtor
responsible for the Group audit s rotated

at least every five years A new Servor
Statutory Audiitor has been appointed

for the financial year ended 2 Aprl 2016

Deloitte LLP prowvides the Committee
wath relevant reports, reviews and acvice
throughout the year, as set out in their
terms of engagement.

EXTERNAL AUDITOR TENDERING

In accordance with UK Corporate
Governance Code, the Committee

has pnmary responsibility for makmg

a recommendation to the Board on the
ragppointment of the external Auditor and
will lsad the process for putting the audtt
contract out to tender at least every 10 years
In accordance with The Statutory Audt
Senvices for Large Companies Market
Investigation (Mandatory Use of Competitive
Tender Processes and Audit Committee
Responsibxities) Order 2014 {the 2014 Order),
Hama is required to re-tender the external
audtt contract by June 2023 As reported
last year, it 15 anticipated that the extemal
tender process will be completed before
the end of December 2018 Accordingly, the
Committes's curent intention 1s fo conduct
a competitive tender process in the financial
year 2018/19 The Committee believes that
it 15 1IN the best nterests of the Company's
members to conduct a competitve tander
ahead of the 2023 deadiine and, due to the
transtional arangements, the change in
Senior Statutory Auditor and Carcle Cran
being appointed as Committee Charrman
from July 2016, that concluding a tender by
December 2018 1s also In the best nterests
of the Compary The Comrnittes confirms
that the Company was In complance with
the prowsions of the 2014 Order dunng the
finarcial year ended 2 April 2016



POLICY ON AUDITOR

INDEPENDENCE AND SERVICES

Prohibited non-audit services

* apprasal or valuation servces,

= financial information systems design
and implerneritaton,

* bookkeeping services,

= management functions,

* executve recnuiting and resource Senices,

* broker-dealer senices, and

* legal servces

Audit-related services not subject

to separate tender if fees <£150,000

= audts of businesses acquired or to be
sold and due difigence services,

« opinions/audit reports on nformation
provided by the Company upon
request from a thrd party;

* achace on accounting policies,

» glectronic data processing audits, and

tax services including local tax

compfiance

Permitted non-audit services,

subject to approval with requirement

to tender if fees >£150,000

* due diligence services relating to
acquisiions with fees in excess of
£150,000,

¢ public reporting on investrment circulars,

* quidation services in respect of
redundant subsidianes or associate
comparnies, and

* tax-advisory fees in excess of £150,000
whers the fin's existing knowledge of
the Group structure 1s preferred

AUDITOR INDEPENDENCE

The Group's 'Policy on Auditor Independence
and Services provided by the External
Audrtor' sets out restnctions on the
categones of non-audit services which
the external auditor 1s allowed to provide
{o the Group, in order to safeguard auditor
objectwity and Independence A summary
of the services prowided by the auditor
which are permitted and prohibited under
the policy, 1s set out above

This policy is regularty reviewed and was
most recently revewed and updated in
January 2016 Following that review, the
threshold at which a tender process 1s
required {to detemmne whether the audrior
15 the most sutable supplier of specific audit
related or non-audit services) was increased
from £100,000, which was set in 2005, to
£150,000 reflecting the current sze of the
Group In addiion, the level at which the
Committes are notrfied of all non-audit
services camed out by the external audior
increased from fees between £50,000 and
£100,000, to fees between £75,000

and £150,000

The polbcy states that the Group will only use
the appoinied external auditor for non-audit
senvices In cases where these services do
not confict with the auditor’s ndependence

The Committee confirms that Deloitte LLP
remains best placed to advise the Group on
matters related to tax comphance and the
structure of the Group The Commitiee
accepts that cerlan work of a norn-audit
naturs 1s best undertaken by Deloitte, and
appointments are made taking into account
factors including expertise and fees

The Committes requiary reviews the amount
and nature of the non-audit work that Delortte
performs The fee levels for non-audit
services are subject to an annual cap equal
to 70% of the average audtt fees charged
over a three-year penod

At each meeting, the Committee receves
a summary of at fees, aucht and non-audt,
payable to the external Audror

The audtt fees payabie to Deloitte LLP for
the year ended 2 Apnl 2016 were £957,000
(2015 £803,000} and non-audt service
fees were £290,000 2015 £172,000) The
prncipal non-audtt service 1S tax achisory
related A summary of fees pard to the
external Auditor s set out in nGte 610

the Accounts on page 125

The external Auditor has confirned s
independence as Auditor of the Compary,
In a letter addressed to the Directors

EXTERNAL AUDIT EFFECTIVENESS
The effectiveness of the extemal audit
process is assessed by the Committes,
which meets regularly throughout the year
with the Senior Statutory Auditor and sernior
audit managers Key 10 the overall
sffectvenass of the process 1s the cpen
approach adopted by the Group and the
Auditor under which each party raises
potential accounting and financial reporting
1ssues as and when they anse, rather than
limiting this exchange to the penod in which
formal audd and review engagements take
place This approach 1s supported by a
formal annual survey process mvohing
subsidiary and Group management as

well as Commitiee members and attendees

Surveys are talored and 1ssued to three
distmet groups of respondants

* Subsictiary Finance Directors, including
Group Finance,

* Sector Chigf Exacutves and Sector
Finance Directors, and

* Committee members and attendees

The survey completed by the first group 1s
divded betwean quesbons focusing on audit
quality and client service As this group Is
irvolved pnmanly in the executon phase of
the audd, the responses cover practical audr
management issues as wel as observatons
made on the itegnty and quality of audt
field teams As the second and third group
interact mainly with the semior audit team and
the Semor Statutory Auditor, the questions
are focused more on general audt plannng
and wider areas of the audt relationship

In addition to assessing the effectveness
of the external Auditor, the Committee
recogrises that Group management has
an important rofe to play in the overall
gffectiveness of the external audst process
and the Auditor s therefore asked to
conduct its own survey of both subsidiary
and head office comparues with which
Deloitte nteracts This survey addressaes
items such as the timelness, quality and
reliability of data provided to the Auditor

Taken together, the Commitiee beleves
that sufiicient and appropnate information
18 cbtamned to form an overall judgement
on the effectveness of the external audit
process The extemal audrt effectivensss
process findings from last year's review
werg incorporated wito the audrt processes
for this year, to maintain the process of
continuous Improvement

Taking into consideration the Auditor's
confimabon that they remain mdependert
and the review of the effectiveness of the
external audt, the Committee unantmously
recommended to the Board that a resolution
for the reappointment of Deloitte LLP as
the Company’s independent Audrior be
proposed to shareholders at the Annual
General Mesting in July 2016 The Board
has accepted and endorsed this
recornmenclabon

RISK MANAGEMENT AND

INTERNAL CONTROLS

Through monitonng of the effectvenass of
its intemal controls and nsk management
procassas, the Committse s able to
maintain a good understanding of business
performance and key areas of judgement
and decision-making within the Group

Detalls of nsk management and intemal
controls are set out on pages 28 and 29
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Corporate Governance Report continued

SIGNIFICANT ISSUES IN

RELATION TO FINANCIAL
REPORTING MATTERS IN 2016

Dunng the year, the Committee considerad
significant nsks and 1ssues N refation to the
Group's financial statements and disclosures
relating to

= the assessment of the carmying value of
goodwill due 1o the signficance of the
amounts recorded on the Consoldated
Balance Sheet and the judgements
involved in assessing goodwll
for impatmmant,

= the nsk that acquisions are not accounted
for correctiy in kine with IFRS 3 ‘Business
combnations’ Including the recording of
far value adustments and the identdication
and valuation of acquired intangble assets,

» the valuation of any contngent
consideration ansing on acquIstions
in current and pnor penods,

the judgements Involved In valuing defined
benefit pension plans including the
ciscount rate, the mortalty assumption
and the infiation rate,

+ the nsk around captunng the caprtalised
developmeant costs in relation to qualfying
products as well as the subsequent
imparment review based on predicted
product launch and performance, and

ensunng the Annual Report and Accounts
are fair, balanced and understandable

These issues were discussed with
management at vanous stages dunng

the year and dunng the preparation and
finalisation of the financial statements

After reviewing the presentations and reports
frorm management the Committee 15 satisfied
that the financial statements appropriately
address the crtical judgements and key
estimates, both in respect of the amounts
reported and the disclosures made The
Committes s also satisfied that the signficant
assumptions used for determining the

value of assets and kabilties have been
appropnately scrutinised, challenged and
are sufficently robust. The Committee has
discussed these issues with the Audior
dunng the audi plannmg process and al

the finalisation of the year end audit and I1s
satisfied that s conclusions are n ine

with those drawn by the Auditor in relabon

to these issues

The Committee's process for challengng
the assumptions of management and
addressing the nsks dentified ncludes
the followsng actviies

+ considering the appropnateness of
reviews conducted of acquistion purchase
agreements agamnst the related accounting
entnes and far value calculations for the
acquired opening balances This involved
challenging, where required, assumptions
and key judgements underpinning the
valuations, and benchmarking acquissions,

* assessing treatments of contingent
consideration payment arrangements
agamnst the requirements of IFRS 3
and IFRS 13,

focusing on, monitonng regutarly and
constructively chaflenging, the
reasonableness of the assumptions
used inimparment calculations by
management, challenging the
appropriateness of judgernants and
forecasts used including discount rates,
growth rates, the level of aggregaton
of ndwvidual cash generating units and
methodology applied, and any other
associated disclosures in note 11 1o

the Accounts,

* assessing capitalisation of development
costs in line with the accounting policy
and standards,

* assessing the assumptions N determining
the pension obligations, particularty gven
market volatiity and determining whether
the key assumptons were reasonable
These assumphions werg also
benchmarked aganst other isted
companies and vanances highlighted
for consideration, and

« considenng the appropnatensss and
reasonableness of stated judgements
and conclusions and that reporting
was accurate

As part of the above process the Commities
speciiically considered the following

* the treatment and valuation of the
cortingert consideration payable in
relabon to Value Added Solutions LLC
and Visiometnes, SL,

« review of the far value of acquired
mtangble assets,

s composthon of the cash generating
urits and related calculations,
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+ the evidence supporting the gong concarn
bass of accounts preparation, the viability
statement and the nsk management and
ImMernal control disclosure requirements,

+ the relatve value of projects In
development and completed projects
compnsing the capitalised developmernt
costs balance and the coverage of these
values by expected future cash flows to
test the assertion of management that no
projects were at nsk of mpaimment, and

* accountng assumptions and disclosures
of the defined benefit pension plans

FAIR, BALANCED AND
UNDERSTANDABLE REPORT

AND ACCOUNTS

One of the key governance requrements

15 for the report and accounts {o be farr,
balanced and understandable Ensunng
that this standard is met requires continuous
assassmen of the financial reporting 1Issues
atfecting the Group on a year-round basis
addition to a number of focused exercises
that take place dunng the Annual Report
and Accounts produchon process

These focused exercisas can be summansed
as follows

* a qualtative review of disclosures and a
review of mtemial conststency throughout
the Annual Report and Accounts This
review assesses the Annual Report and
Accounts aganst obyective critena drawn
up for each component of the requirement
{indvdual cntena that indicate ‘famess’,
‘balance’ and ‘understandabiity’ as
well as critena that overlap two or
More components),

* ansk companson review, which assesses
the consistency of the presentation of nsks
and significant judgements throughout the
main areas of nsk disclosure in the Anrual
Report and Accounts,

+ a formal review of all Board and Commities
meetng rminutes by the Company
Secretary to ensure that all signficant
1Issues are approprately reflectsd and grven
dus prominencs in narratve reporting, and

* preparation and Issue to the Audit
Committee of the key working papers
and results for each of the significant
1ssues and judgements considerad by
the Audit Committee in the penod

The Dwrectors' staternent on a farr, balanced
and understandable Annual Report and
Accounts 1S set out on page 68

On behalf of the Audit Committee

|\ S

Jane Aikman
Chairman
14 June 2016




Remuneration Committee

COMMITTEE CHAIRMAN'S OVERVIEW
On behalf of the Board, | am pleased

to present the Directors’ Remuneration
Report for the year ended 2 Apnl 2016

Our executive remuneration framework
operates within a culture of strong
govermnance, a discipine which 1s reflected
throughout the Company's actvities Halma's
strategy 15 to build a strong competitive
advantage in specialised safety, health and
emaronmental technology markets with
resiient growth dmvers Thes strategy has
long been underpinned by the remuneration
framework which balances a short-term
incentrve related o mprovements in the
Economic Value Added (EVA} In a financial
year — including an element deferred for two
years in the form of shares — with a longer-
term share incentive related to Retum on
Total Imvasted Caprtal (ROTIC) and Total
Shareholder Retumn (TSR} and, more recantly,
Eamings per Share [EPS)

The Committes undertook a significant
review of the remuneration policy in 2015
leading to a new policy recening the support
of 98% of shareholders at our 2015 AGM
Thus was our first full palicy review for 10
years and coincided with the need to seek
sharehclder approval for a new long-term
equrty ncentive plan to replace the previous
time-expyred plan

Having reviewed the mplernentation of
the policy in s first year of operaton | am
pieased to say that no structural changes
are considered necessary to policy or s
mplementation for the forthcoming year

REMUNERATION OUTCOMES

IN 2015/16

The Cornparty has delvered ancther year

of strong performance aganst our KPls

In parbicular revenue grew by 11%, adjusted
EPFS grew by 10% and the Board 15 proposing
a turther 7% increase in dvidend per share for
sharehoiders With tight controls on caprtal,
the economic value added performance
condition generated total annual bonus

Allocation of time

Govemnance and reporting R2%
Remuneration Framework g%
Incentvwe targets 1%
Equrty incentives 18%
payments to exacutive Drrectors of between
80% and 105% of base salary Of these
amounts one third will be deferred for two
years and 15 payable in shares

Performance was smilarty strong over the
three-year performance period for the
performance share awards granted in 2013,
with averaged ROTIC of 16 2% and Total
Sharsholder Return of 77% putting Halma

In the top auartile of its cormparator group
Accordingly, 94 7% of the performance share
awards 15 expected to vest The Committee
15 satisfied that there has been a robust ink
between reward and performance over

these penods

IMPLEMENTATION OF THE POLICY
FOR 2016/17

As mentioned there are no structural
changes proposed to the implermentation

of the policy for 2016/17 Base salaries for
executive Directors have been increased by
2% to 21%, n lne with the average increase
for the workforce generally

The Committee has determined appropnately
stretching economic profit based targets for
the annual bonus and has determined that
the range of EPS and ROTIC targets for the
performance share awards should be
unchanged from the pror year

The Committes 15 also responsible for
determining the fee level for the Charman
and we have reviewed the current fee level
aganst market positions n peer companies
Recogrising the shortfalt of the current fee
tevel in relation to our assessment of an

appropnate mid-market pesrioning,
the Committes has determmned that Paut

Walker's fee should be increased to a
mid-mariet level in two stages from the
current £180,000 fee Intsally this wall increase
10 £210,000 frorn 1 Aprl 2016 and we
anhcipate this could be increased further

In two years' tme, comcident with the

next tnennial policy review, subject to

the Committee considenng this to be
appropnate in the crcumstances

SHAREHOLDER VOTING

AT THE 2016 AGM

As we are not making any further changes
to our remuneration policy as approved by
shareholders at the 2015 annual general
meeting, there 1s no vote to approve the
remuneration pokcy this year There wall

be the usual adwisory resolution to approve
the Annual Report on Remuneration, which
focuses on the remuneration outcomes

for the year under review and how the
Remuneration Commitiee intends to
implemeant the policy next year

The Committee 1s aware of the latest
developments in the executive pay

arena, particularly those from mstitutional
shareholders and we monitor these closely

My colieaguss on the Remuneration
Commuittee and | hope that you will
support the resolution approving the
Remuneration Raport

Tony Rice
Remuneration Committee Chairman
14 June 2018
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Remuneration Committee Report continued

Remuneration Policy

This section of the report detalls the remuneration policy for exacutve and non-executve Directors which sharehalders approved at the
2015 annual general rmeeting This policy formally came into effect from 23 July 2015, being the date of the 2015 AGM, and 1s effectve

for up to three years

COMPLIANCE STATEMENT

This report has been prepared in accordance with the provisions of the Companies Act 2006 {the Act) and Regulation 11 and Schedule 8

of the Large and Mediurn-Sezed Companies and Groups (Accounts and Reports) {Amendment) Regulabons 2013 The report also meets the
relevant requirements of the Listing Rules of the Financial Conduct Authorty and descnbes how the Board has applied the prnciples relating
to Directors’ remuneration in the UK Corporate Govemance Code As required by the Act, a resoiution to approve the Annual Beport on
Remuneraton will be proposed at the AGM of the Company at which the financial staternents wil be approved

In bne with the Regulations, the following parts of the Annual Report on Remuneration are audited the single figure for total remuneration for
each Director, ncluding annual bonus and performance share plan outcomes for the financlal year ending 2 April 2016, plan interests awarded
dunng the year, pension entlements, payments to past Directors and payments for loss of office, and Directors’ shareholdings and share
interests All ather parts of the Directors’ Remuneration Report are unaudrted

Element and objective

Operation and process

Executive Directers

Salary

A farr, fxed remunearaton reflecting the sze and scope
of the executive’s responsibiibes which attracts and
retains high calibre talent necessary for the delivery

of the Group’s strategy

Reviewed annually or following a matena change in responsibiies Salary
1s benchmarked penodically aganst appropnate comparators of a simiar
sze and operattng In a similar sector, and is inked to ndwdual performance
and contnbution

Salary 1s the only elerment of remuneration that 1s pensionable

Benefits
To provide benefits that are competitive within
the relevant market.

Benwfits are appropnate to tha location of the executive and typically
compnse (but are not limited to) a company car, fe msurance, permanant
disability insurance, private medical insurance, relocation and tax advice for
temational assignments

Pension

To provide cornpetitive post-retirement benefits, or the
cash allowance equivalent, to provide the opportunty
for executives to save for ther retrement

Executive Directors participate in ether a Group Defined Contnbution
pension plan or the US 401k money purchase arangement

Cash supplements in lieu of Company pension contnbutions may be made
to some indmiduals at a level dependent upon senionty and length of service
Cash supplements may be reduced to reflect the addonal employer social
costs thereon

To the extent the pension contnbutions exceed the local tax allowancs,
the contnbutions may be paid to the executve, subyect to taxes and
socia charges

Sorne executives are deferred members of the Group defined benefit
pension plan which closed to future accrual n December 2014
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REMUNERATION POLICY

The remuneration polcy 1s designed to promete the long-termn interests of the Company by secunng the high calitre executves needed to
manage the Group successiully, and to align ther inierests with those of our shareholders by rewarding them for enhancing shareholder
value The polcy also seeks to reward achievement of stretching perfarmance targets without dmang unacceptable behaviours or
encouraging excessne nsk-taking

The Committee camed out a comprehensive review of remuneration dunng the 2014/15 year coincident with the expiry of the Iife of the 2005
Performance Share Plan tt noted that there were aspects of the previous policy that work well and were therefore retaned However, i also
noted that both the Company and market practice have moved on in the 10 years since the last formal review Accordingly, # introduced
changes to the policy to remforce the link between executive remuneration and the Company's long-term performance enhancing the
exscutives' alignmert with the long-term interests of shareholders

There are six elements of the remuneration policy for executive Directors, which are summansed in the table below

Opportunity Performance measures

Bass salary increases will be applied in ine with the outcome of annual Not apphcable
reviews (normally with effect from 1 Apnl} Salanes for the financial year

under review ({and the following year) are disclosed in the Annual Report

on Remuneration

Salary increases for executive Directors will not normally exceed the average
of the wader employee population other than in exceptional circumstances
Where increases are awarded in excess of the wader employee population,
for exampile where there is a matenal change in the responsibility, size or
complexity of the role, the Committee will provide the rationale in the
relevant year's Annual Report on Remuneration

Benefits may vary by role, and the level 1s determined 10 be appropnate forthe  Not applicable
role and circumstances of each indvidual executive Director The maximum
value will equats to the reasonable market cost of such benefits

It 1s not anticipated that the current cost of benefits (as set out In the Annual
Report on Remuneration) would ncrease matenally over the penod for which

this potcy appbes

The Cormmittee retains the discretion to approve a higher cost In exceptional
areumstances (89 relocation expenses or an expatnation allowsance on
recrutment, etc ) or In circumstances whiere factors outside the Company's
control have changed matenally fe g market Increases in insurance costs)
The rationale behind the exarcise of such discretion will be prowded in the
relevant year's Annual Report on Remuneration

Defined Contnbution macamum contnbution of 20% of pensicnable salary Not applicable
which 1s capped at £155,528 (2014/15 £153,684) The maximum contnbition
rate for executives Joning pror to 2014/15 was 27 5%

Cash supplement Halma contnbutas up to 26% of full salary f the executve
Director 1s a former actve member of the defined benefit pension plan
Defined Contribution members whose contributions exceed the local tax
allowance are paid the excess coninbutions, on the capped pensionable
salary, as a cash supplement, net of employer social costs

401k contributions of 3% of salary with a discretionary 2% profit share
component subject 1o IRS caps

Delined benefit now closed to future accrual, but provides a maxamu m
pension eguvalent to two thirds of final pensionable salary upto a
CPl-indexed cap, £155,528 for 2015/16 and 2016417
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Remuneration Committee Report continued

Remuneration Policy
continued

Element and objectve Operation and process

Executive Directors

Annual Incentive The struciure of the Annual Incentive 1S reviewed at the start of the year

To incentvse and focus management on the achievernent {o ensure that the performance measures and their weighings remain

of an objectve annual target which 1s set to support the appropnately aigned with the Group’s strategy and are sufficiently challenging

short- to medium-term strategy of the Group Performance targets are calibrated and set at the start of the vear, with

reference to a range of relevant reference points including the annual budget
agreed by the Board At the end of the year, the Committes detarmines the
extent 1o which these targets have been achieved

Payment of one third of any bonus 15 in the form of an award of shares that
15 deferred for two years, with vesting nomally subject to continued service

Dradend equvalents accrue over the vesting penod Dividend eguivalents
are pard in cash or shares at the end of the vesting penod

Deferral into shares provides a link to the long-term strategy of the Group
and enhances the retentveness of the poiicy

A recovery and withholding provsion enables the Company to recoup
overpayments In the event of misstatemnent, error or misconduct, eher
through withholding future remuneration or reguinng the executive to

repay the requisite amount.
Executive Share Plan (ESP) Executve Directors are granted annual awards over Halma pic shares or a
To ncertvise executrves 1o achieve supenor retums to cash equivalent where required by regulabons as determined by the Commitiee,
shareholders over a three-year penod rewarding tharn for awards vest after a penod of at least three years based on Group performance

sustained performance against challenging long-term targets,
to retan key ndmduals and align interests with shareholders,
reflecting the sustainability of the business model over the
long term and the creation of shareholder value

Drdend equivalents accrue over the vesting penod Dmdend equivalents
are pad In cash or shares at the end of the vesting penod, and onfy on those
shares which vast

Arscovery and withholding provision enables the Comparty to recoup
overpayments in the event of misstatement, ermor or misconduct, ether
through wathholding future remuneration or requinng the executve to
repay the requisite amount

Share Incentive Plan (SIP} The SIP 1s an HMRC-approved arrangement It entities all UK-based
To encourage share ownership across all UK-based employees o receve Halma shares i a potentially tax-advantageous manner
employees usng HMRC-approved schemes

Chairman and non-executive Directors

Chairman and non-executive Director fees Non-executive Director fees are determined by the Board and may compnse
To attract individuals wrth the requisie skills, expenence a base fee, commities charmanship fee and Senor Independert Director fee
and knowlsdge o contriouts to the d The Charman's fee I1s determined by the Committee

Notes to the Policy Teble

Payments from Existing Awards

The Committas wil honour ary commirment entered nto and execulve Directars wil ba aligible to recenve payment from ary eward madsa, prior 10 the epproval and mplementaton
of the Remuneration Policy on 23 Ay 2015 Detads of these awards ere disclosed m the Annual Report on Remuseration.

Selection of Performance Measures

The performance measures used i Haima's executive ncentives have been selactad to ensure incentives are challenging end reinforce the Group s strategy and ahgn executive
interests closely with those of our shareholders

In the ennual banus, tha use of EVA, i summary profit less a charge for caprtal employed (definhon is providad on page B4} ranforces the Group's business objective to doubie
gvery fiva yoars through a mix of acousitions and organic growth Profitis e funcbion of the extent to which the Compeny has achieved both fis organic growth target and ts Success
in i”dentitying appropriate acquesion targets n curment and past years Ensunng that the cost of funding scaquistions 1S reflected N the bonus model means that executves share the
benefit of &n actrishion that outperforms expectabons, but equally bear the cost of ovarpayng for an acquistbon Good or poor managerent of working capital ts also reflocted n
the calcutation of EVA

Inthe ESP EPS provdas a discipined focus on noreasing pecfitabity end therety provides close sharsholder afignment through ncentvsing shareholdor valug creation, and ROTIC
rasrforces the focus on capral efficency and deivery of strong retums, thereby further strengthenng the aignment of remuneration with tha Group strategy
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Opportunity

Performance measures

Mavarmum opportunity: 150% of base salary for the Chief Executve
and Finance Director and 125% of base salary for other Directors

Target opporturvty: 0% of maximum
Bonus payable at threshold 09 of salary

In exceptional circumstances, the Committes has the abiity to exercise
discretion o overmnde the formulaic bonus outcome within the imits of the
scheme where it Deteves the outcome 1s not truly reflectve of performance
and to ensure famess to both shareholders and participants

The bonus 1s based 100% on the achievernent of
financial performance targets The prmary measure
used 1o determine bonus outcomes 1s EVA, although the
Committee may, at its discretion and from tme to time,
supplement EVA with addiional financial measures that
reflect Halma's strategic pnonties for the year, provided
any such addtional measure accounts for no more than
30% of the overall bonus opportunity

Detalls of the measures, weightings and targets applicable
for the financial year under review are provided 1n the
Annual Report on Remuneration

Maximum opportunity Up to 2009 of salary

In exceptional crcumstances, such as to faciitate the recrutment of an
external candidate, the Committee may, In its absolute discretion, exceed
this meparmum annual opporturity, subject to a imit of 250% of salary

Threshold pertormance will result 1n the vestng of 25% of the
maximum award

Vasting of performance share awards 1s subject to contnued
employment and the Company's performance over a
three-year performance penod To the extent performance
conditions are not met, awards will lapse

The performance measuras will be Eamings per Share [EPS)
and Retumn on Total Invested Caprtal (ROTIC), and subject to
a minimum weighting of 25% on erther of these measures

Detals of the weightings and targets applicable for awards
made in the financial year under review are provided n
the Annual Report on Remuneration

Parbcipation imits are in ling with those set by HMRC from time to time

Not applicable

Fees are normally reviewed annually in Apri, but typically only reset tnennially
Increases are effectve from 1 April

The fee paud to the Charman 1s determined by the Committee, and fees to
NEDs are determined by the Board The fees are calculated by reference
to market levels and take account of the time commitment and the
responsitiibes of the NEDs

Additional fees are payabie for acting as Senwor independert Director
and for being the chairman of a Board committes, as appropnate

Fees are pad in cash

The fees paid to non-executrve Directors in respect of the
year under review {and for the following year) are disclosed
in the Annual Remuneration Report.

Performance targets ere set 1o be stretching yet achievabie, takang into account the Company's stratemc pnonties and the economic ermanonment in which it operates
Targets arg calbratad takang into sccount a range Of relerénce povits, but are based pnmarily on the Group s strategec plan.

Remuneration Policy for Other Employees

Our approach 1o salary revaws s consistant across the Group, with consideration grven o the laval of responsiblity expenance, nchidual performance merket lewals end the
Compary’s ablity to pay The Commitiee congders remuneration surveys 1o establish merket rates, as eppropnate, but uses such data carefully so s to avosd an ugward ratchet.
Exacutvg Boand members and other senior executives partaipate n an annual bonus scheme on a sumilar basts as the exacutive Directors A number of sequor exacttives also
recenve ESP awards Performance condiions are consistant for aff parboipants whie award sizes vary by organesatonal level. Al UK employees are eligble to perticipate i the

SIP on the sgme terms.

Pansion and benefits amangements are taforad to kocal market condions and are determinad to be appropnately competiive

Approach to Recruitment Remuneration

The Committee’s policy 1s to set pay for new executve Directors and Executive Board members within the existing remunereion pocy m order to provide miemal conststency
The Commities ams to ensure that the Company pays no mare than s necessary to eppairt .ndmduals of an appropriate calibre
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Remuneration Committee Report continued

Remuneration Policy
continued

EXTERNAL APPOINTMENTS
In the case of appointing a new executive Director, the Committee may make use of any of the exsting elements of remuneration, as follows

Component  Approach

Salary The base salaries of new appointees will be determined by reference to relevant market data, experence and skills of
the individual, internal relatnviies and the current salary of any incumbent in the same role
Where a new appointee has an inihal base salary set below market, the Commuttee may make phased increases over a
penod of several years to achieve the desired position, subject to the indmdual’s development and performance in the role

Benefits New appointees will be eligible 1o receve benefits in Iine with the current policy, as well as expatnation allowances and
any necessary expenses relating to an executive’s relocation on appontment

Pension New appointaes will be eligible to participate in the Company's Defined Contribution pension plan, receve a cash
supplement or local equivalent

Annual bonus  The scheme as described in the policy table will apply to new appolntees with the relevant maximum being pro-rated
to reflect the proportion of the year employed

ESP New appointees will be granted perfermance awards under the ESP on the same terms as other executives, as descrbed
n the policy table

SiP New appointees in the UK will be eligible to participate on identical terms to other employees

In addition to the elements of remuneration set out in the policy table, in exceptional circumstances the Committee may consider if appropnate
to grant an incentive award under a different structure in order o facilitate the recrutment of an indmvidual or 1o replace incentive arangements
forferted on leaving a previous emnployer In making such awards, the Committee will look to rephicate the arrangements being forferted as
closely as possible and in doing so consider relevant factors including any performance conditions attached to these awards, the payment
mechanism, expected value and the remaning vesting penod of these awards

INTERNAL APPOINTMENTS

Remuneration for new executive Directors apponted by way of nternal promotion will similarty be determined in ine with the policy for external
appointees, as detaled above Where an ndmdual has contractual commitments made prer to their promotion to the Board, the Company
will continue to honour those commitments  Incentive opporturities for below-Board level employees are generally no higher than for executve
Directors, and Incentive measures vary to ensure they are appropnate

SHARE OWNERSHIP GUIDELINES

To ensure alignment between the Interests of executrve Directors and those of shareholders, the Company requires executve Directors 1o
progressively bulld up and maintan a beneficial holding of Halma pic shares equivalent to a mirimum of 200% of salary {2014/15 100%)
Until such time as this threshold 1s achieved, executive Direclors are required to ratain no less than 50% of the net of tax value of any
vested performance share award or deferred bonus share award
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EXECUTIVE DIRECTOR SERVICE CONTRACTS AND EXIT PAYMENT POLICIES

It 1s the Company’s policy that executive Directors should have contracts with an indefinite term prowiding for 2 maximum of one year's nolice

The detalls of the Directors’ contracts are summansed in the table below Contracts will be available for mspection at the AGM and throughout

the year at the Company's registered office

Executive Director Date of service contract Notice period

Andrew Williams April 2003 Cne year
Kewan Thompson Aprit 2003 One year
Adam Mayers July 2008 One year

The Company’s policy 1S to imit payrnents on cessation 10 pre-established contractual armangements in the event that the employment of

an executive Director is terminated, any amount payable will be determined m accordance with the terms of the service contract between the
Company and the employee, as well as the rues of any incentive plans No predetermined amourt s provided for in the Directors’ contracts
The UK executve Director contracts enable the Company to pay up to one year’s salary n beu of notice, with no contractual entiement to any
cther benefits, and, under the nules, the Remuneration Committes may determine the ndividual's leaving status for share plan vesting purposes

if the financal year end has passed, any bonus eamed s payable to the indivdual Adam Mevyers' servce contract permits him to reman an
empioyes for the entirs penod of notice enjoying any benefits related to employment The share plan and bonus provisions are idenitical to
the UK Both contracts contan appropnate non-compete restnctions for a surtiable period post-employment.

When considenng termimnation payments under moentive schemes, the Committes reviews all potential ncentve outcomes to ensure they are
fair to both shareholders and particpants The table below summanses how the awards under the annual bonus and share plans are treated
in specific crcumstances under the rules of the relevant plan and the extent to which the Cormmittee has discretion

Reason for leaving

Timing of payment/vesting

Calculation of payment/vesting

Annual Death, injury or disability, redundancy, After the end of the financial Performance against targets will be
bonus retremant, or any other reasons the year, although the Committee  assessed at the end of the year in the normal
Committee may determing has discretion o accelerate way and any resuting bonus normally will be
{e g inralation to death) pro-rated for time served dunng the year
All other reasons No bonus I1s pavable -
Deferred Death, injury or disability, redundancy, On the second anruversary Awards vest in full
bonus retrement, or any other reasons the of the award
Committee may deterrming
All other reasons Awards lapse -
Share Imjury or disability, redundancy, or On the third anniversary Awards wil normally be pro-rated for time
Plans any other reason the Committee may, of the award to the date of cessation of employment

at its discretion, determing

and performance metncs assessed as
at the third anniversary

Death

Immediately (uniass otherwise
determined by the Committee
at s discretion)

Any outstanding awards normaly will
be pro-rated for tme and performance
up 10 the paint of death

All cther reasons

Awards lapse
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Remuneration Committee Report continued

Remuneration Policy
continued

PAY-FOR-PERFORMANCE
The following charts prowvids an estmate of the potential future rewards for executive Directors, and the potential spirt between differert

elements of pay, under three different performance scenanas ‘Fixed’, ‘On-target’ and ‘Maximur’

Potertial reward opportuntiies are based on Halma's remuneration policy, applied to salanes as at 1 Aprl 2016 In the case of the
Chief Executive, Finance Director and other executive Directors this assumes a performance share award level of 200%, 175% and
150% of salary respectvely fwhich s the basis on which the policy wil be applied In 2016/17) The projected values exclude the impact
of any share pnce movements and dvidend equivalents

The "Fixed’ scenano shows base salary, pension and benefits onty

The ‘On-targat’ scenano shows fixed remuneration as above, plus a target pay out of 60% of the maximum under the annual bonus
and vesting of 50% of a single year's award under the ESP

The ‘Maximum’ scenario reflects fixed remuneration, plus meaximurm payout of annual bonus and ESP awards
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NON-EXECUTIVE DIRECTORS

Unless otherwise indicated, alf non-executive Directors {NEDs} have a specific three-year term of engagement, subject to annual re-election
at the AGM, which may be renewed for up to two further three-year terms If both the Director and the Board agree  The remuneration of the
Charman and the NEDs 's determmned by the Comeniites and the Board in accordance with the rermuneraton pohicy approved by
shareholders

The contract in respect of the Chaiman’s services provides for termination, by etther party, by gvng not less than six mortths' notice
The non-executive Directors have contracts in respect of ther services, which can be terminated, by erther party, by gnvng not less
than three months’ notice Contracts are avallable for iInspection at the AGM and throughout the year at the Company's registered office

Summary details of terms and notice penods for NEDs are inchuded below

Non-executive Director Date of appointment Notice period
Paul Walker Apnil 2013 6 months
Jane Alkman* August 2007 3 months
Darela Barone Soaras November 2011 3 months
Roy Twite July 2014 3 months
Tony Rice August 2014 3 months
Carole Cran January 2016 3 months

* Jane Ademan has gven notice of her intention to retire from the Board effective at the class of the 2016 AGM As such she s not seeking re-alechon to the Board

NEDs do not recene benefits from the Company and they are not eligible to join the Company's pension plan or participate in any incentrve
schemes Any reasonable expenses that they incur in performing therr duties are reimbursed by the Company

Paul Walker's personal assistant is an employee of the Cormpany
Details of the policy on NED fees are set out in the table on pages 76 and 77

NED RECRUITMENT
In recruting a new Chairman or NED, the Committee will use the policy as set out In the table on pages 76 and 77

CONSIDERATION OF CONDITIONS ELSEWHERE IN THE GROUP
The Committee considers the remuneration and employment condttions elsewhere in the Group when determining remuneration for
executive Drrectors However, the Committee does not currently consult specifically with employees on the executive remuneration policy

CONSIDERATION OF SHAREHOLDER VIEWS

When determining remuneration, the Commitiee takes into account the views of our shareholders and ‘best practice’ guidelnes set
by shareholder representative bodies As part of ther consideration of the new remuneration pohcy, the Committee consulted widely
with the Company’s major institutional shareholders and therr representative bodies The Committes always welcomes fesdback from
shareholders on the Company’s remuneration policy Detall on the votes receved on the remuneration policy and Annual Report on
Directors’ Remuneration at the previous annual general meeting is provided in the Anrwial Remuneration Report

EXTERNAL DIRECTORSHIPS

The Committea acknowledges that executve Directors may be invited to become mdependent non-executive drectors of other listed
companies which have no business relatonship wath the Company and that these roles can broaden ther expenence and knowledge
to Halma's benefit.

Executive Directors are permitted to accept one such appointment with the prior approval of the Chairman  Approval will only be given
where the appointrment does not present a conflict of interest with the Group’s activites and the wider exposure gained will be beneficial
to the development of the indwdual Where fees are payable in respect of such appointments, these are retaned by the executive Director

Andrew Willams 1s a non-executive director of Caprta plc Fees paid to him dunng the penod to 2 Apnl 2016 were £64,000 {2015 £16,000)
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Remuneration Committee Report continued

Annual Remuneration Report

The following section provides details of how Halma's remuneration policy was mplemented duning the financial year ending 2 Apnl 2016,
and how it will be implemented in 201617

ROLE AND RESPONSIBILITIES
The pnmary responsibiities of the Remuneration Committee are to

+ make recommendations o the Board on the framework for executive Directors’ and seruor executives’ rermuneration based on proposals

formulated by the CEQ,

determine and agree with the Board the policy and framework for the remuneration of the Charrman, CEO, other executve Directors,

the Company Secretary and members of the Exacutive Board,

» approve the design of, and determins targets for, any performance-related pay plans operated by the Company and agree the total annual
payments made under such plans,

* review the design of all share ncentive plans for approval by the Board and shareholders, and determine, each year, whether awards will
be made, and if so, the overall amount of such awards, the iIndividual awards to executive Drirectors and other senior executrves and the
pertormance targets to be set, and

* determine the policy for, and scope of, pension arangements for each executive Director and other senior executives

The Commities also monitors and considers, with the CEQ, the framework of remuneration for subsidiary CEOs and directors and ensures
a consistent approachis appled

The full terms of reference can be found on the Company's website
As at 2 Aprit 2016, the Committee compnsed the following non-executive Directors

« Tony Rice {Charman)

s Paul Walker

+ Jane Alkman

+ Danela Barone Scares

* Roy Twite

+ Carole Cran (from 1 January 2016}

Stephen Petit was a member and chamman of the Committee dunng part of the year, unti tus retirerment from the Board at the Juty 2015
annual general mesting

All members of the Committes are considered independent within the definion set out inthe Code None of the Committee has any personal
financial interest in Halma (other than as shareholders), conflicts of interests ansing from cross directorships or day-to-day involverment in

running the business

Dunng the year the Committes met formatly four tmes  Atteridance by ndmdual members of the Committes 1s disclosed in the Corporate
Governance Report on page 63 in addrtion, Tony Rice met with Stephen Pettit and Carol Chesney as part of the induction process he
underwent when assuming chamanshp of the Commitiee

Onty members of the Committee have the nght {o attend Committee meetings The CEC and Company Secretary attend the Commitiee’s
mestings by iInvitation, but are not present when their own remuneration is discussed The Committee also takes independent professionat

adwvice as required

EXTERNAL ADVISERS

New Bndge Street (NBS} acted as the ndependent remuneration adviser to the Committee dunng the year, having been appointed by the
Committee in October 2014, pnor to that date, Kepler Associates advised the Committee NBS attends Committee meetings, as appropnate,
and provides advice on remuneration for executives, analysis on all elements of the remuneration policy and regular market and best practice
updates NBS reports drectly to the Committee Chaiman and is a signatory to the Code of Conduct for Remuneration Consultanis of
UK-listed comparies (which can be found at www remunerationconsuttantsgroup comj NBS provides no other services to the Company,
and s therafore considered independent NBS's fees for the year were £72,000 (2015 £47,000)

SHAREHOLDER VOTE AT 2015 ANNUAL GENERAL MEETING
The following table shows the results of the voting at the 23 July 2015 annual general meeting

For Against Total Withheld
Remuneration Pohcy
Number of votes cast 268,394,004 5,504,080 273,988,084 4,260,712
% of votes cast 98 0% 20% 100%
Directors’ Remuneration Report
Total number of votes 265,588,464 3,357,657 268,946,121 9,300,675
% of votes cast 98 7% 13% 100%
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SINGLE FIGURE OF TOTAL REMUNERATION FOR DIRECTORS
The tables below set out the single figure of total remuneration recenved by Direciors for the year to 2 Apnl 2016 and the pnor year

2016
Annual Total
Salary Benefits’ Pension? bonus? PSP* SOS/SIP* remuneration
Executive Directors £000 £000 £000 £000 £000 £000 £000
Andrew Willams 600 31 156 480 923 4 2,194
Kawvin Thompson 375 14 218 307 572 4 1,489
Adam Meyers? 3n 15 12 326 505 - 1,169
Non-exaecutive Directors
Paul Walker 180 - - - - - 180
Jane Alkman 56 - - - - - 56
Daniela Barone Soares 48 - - - - - 48
Roy Twite” 48 - - - - - 48
Tony Rice” 56 - - - - - 56
Carole Cran” 12 - - - - - 12
Past Directors
Stephen Pettit® 20 - - - - - 20
Nell Quinn® 30 2 - - - - 32
5,304
2015
Annual Total
Salary Banefits' Pension? bonus? PSP* SOS/SIPS  remuneration
Executive Directors £000 £000 £000 £000 £000 £000 £000
Andrew Willams 515 27 134 271 879 180 2,008
Kevin Thompson 330 14 186 173 609 256 1,568
Adam Meyers® 279 9 12 270 512 346 1,428
Non-executive Directors
Paul Walker 180 - - - - - 180
Jans Alkkman 56 - - - - - 56
Daniela Barone Soares 48 - - - - - 48
Roy Twite’ 33 - - - - - 33
Tony Rice’ K1l - - - - - 31
Past Directors
Stephen Pettit® 59 - - - - - 59
Neill Quinn® 250 14 - 250 434 225 1173
6,615

' Benefits company car and private medical nsurance

2 Penwmion vaiue based on increase in accrued pensions {nat of indation) mutpled by a factor of 20, andfor the Comparnry’s penson contriubon durng the year Ned Quinn had
reached the Nommal Retrement Date and therefore no future pensian contnbution or cash supplement was payable.

*  Amnual bonus: payment for performancs dunng the year from 2046, two thirds 1s payable in cash and one thrd is payable in shanes which vast two years from eward, Table shows
totzl bonus mcluding amounts 1o ba ceterrad

4 PSP- tha valua of awards vasting on performance during the years ending 2 Apnl 2016 (estimated) and 28 March 20i5 (actual).

3 505 gsins on gwarts vestng in the penod SIP- valued based on the face valua of sharas at grant,

& Remunerated in US doftars and transiated at the average exchange rate for the year {2016 US$1 51, 2015 US$1 61)

? Roy Twita was apponiad 1o tha Board on 24 July 2014 Tory Fice on 8 August 2014, and Carole Cran on 1 January 2016

4 Ned Cusnn retred from the Board on 14 May 2015 and remanad employed untdl 31 March 2016, the table shows hia salary and benefits 1o 14 May 2015 only Stephen Pettt retred
frorn the Board effoctive 23 July 2015
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Remuneration Committee Report continued

Annual Remuneration
Report continued

OTHER PAYMENTS

No payments were made to former Directors after therr retirement, nor were any payments made on cessaton dunng the year under review
Nail Quinn was employed from the date he retired from the Board (14 May 2015) through 31 March 2016 and was pad salary of £220,000 for
this penod He recerved benefits of £13,000 and vested share awards of £398,000 Mr Qunn’s unvested share awards will vest at the usual
vesting dates subyect to the performance targets being met and pro-rated for employment as a propertion of the total vestng penod

INCENTIVE OUTCOMES FOR 2016
Annual bonus in respect of 2016
In 2016, the maximum bonus opportunty for executve Directors was 125% to 150% of salary, solely linked to performance as measured by

an Econormic Value Added (EVA} calculation

For the CEO and FD (1509 maximum), bonuses are calculated based on Group profit exceeding a target calculated from the profits for the
three precedng financial years after charging cost of caprtal, including the cost of acquistions  As the EVA for each year 1s ubiised for a further
three years n the comparator caloulations, executives must consider the medium-term interests of the Group otherwse there 1S the potential
for an adverse impact on ther capacity to earn a bonus

EVA calculation
Profit for Minus Minus Plus/minus Minus Equals
each year Acharge oncostof  Acharge on Unreabised protit The rasultant bonus  The EVA for

acquistions working capital In nventory tsel {to make it each year
self-financmg)

In the case of a Sector CEQ (125% maximurm), a bonus 1s eamed if the profit of the sector for which they are responsible exceads a target
calculated from the profits of the three preceding financial vears The profits calculated for this purpose regard each sector as a stand-alone
group of companies charging it with the cost of caprtal t utitses including the cost of acquistions

Bonuses for 2016 are based on the sectoral allocation that existed throughout 2016 Transtional provisions exast for restructunng to
ensure Sector CECs reman appropnately ncentvised Subsidiary executives participate in bonus arrangerments smiar to those established
for senior executves

Further details of the bonuses payable (cash and deferred share awards} and performance against targets are provided m the tables below

Overall
EVA EVA bonus EVA
threshold actual outcome maximum
Executive Director 000 000 (% of salary) 000
Andrew Willams £154,130 £169,656 80% £178,768
Kevin Thompson £154,130 £169,656 B82% £178,768
Adam Meyers $70177 $81,257 105% $82,752

No discretion was applied by the Committee n determining the annual bonus outcoms calcutation for 2016 The EVA masemum column
represents the EVA parformance at which the maximum bonus s payable for each ndmdual

Performance Share Plan (PSP) 2013 Awards (vesting dunng the year to 1 Apnl 2017)
In August 2013, the executive Directors recerved awards of perfarmance shares under the PSP The performance targets for the 2013 awards
ara llustrated below and the vasting crena are 509% TSR-related and 50% ROTIC-related

Performance conditions for awards made in 2012/13 to 2014/15
TSR (percentile)

Percentage of award which vests <50% 50% 275%
ROTIC (post-tax)

£95% 0% 167% 50 0%
12 0% 167% 33 3% 66 7%
14 5% 33 3% 50 0% 83 3%
17 0% 50% 66 7% 100%
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The three-year period over which these two independent performance metncs 1s measured ends on 1 August 2016 ROTIC 1s 16 20%
{the average ROTIC for financial years 2014, 2015 and 2016) and TSR relatve to the FTSE 250 excluding financial companies was 77th
percentle through year end, which resufts in vesting of 94 69% of the maxamum award The vesting estimate included n the singie figure
of Totaf Remuneration for Directors for 2016 1s detaled in the table below
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Three-
month
Face value average Vesting
Interest at grant Vesting Interest pnice at value
Executive Director held FO00 % vesting year end £000
Andrew Willams 114,646 639 108,558 923
Kevin Thompson 71,041 396 67,269 572
Adam Meyers 62,767 350 94 69% 59,434 85012p 505
Neil Quinn (former Cirector) 49,129 274 46,521 395
Vested awards are satisfied in shares with sufficient shares being sold to meet tax and social costs owing, at the recipent’s direction,
and the net balance of shares transferred to the indvidual Awards lapse ff they do not vest on the third anniversary of their award
Executive Share Plan Awards (granted during the year to 2 Apnl! 2016)
On 31 July 2015, the executive Directors were granted performance share awards under the ESP
Five-day
average Face value
Awards market price Face value at date of Maximum
made during at date of at date of award {% of award
Executive Director the year award award salary) permitted
Andrew Wilkams 160,547 £1,196,396 199 4% 200%
Kevin Thompson 87,580 745 2p £652,646 174 0% 175%
Adam Meyers 58,761 CA37,687 150 0% 150%

The percentages above are relative to base salanes UK executve Directors had part of ther award delivered by the Share Incentwve Plan

The thres-year performance penod over which ROTIC and EPS perforrmance will be measured is Apnl 2015 to March 2018 The ROTIC
element will be based on the average ROTIC for 2016, 2017 and 2018 The EPS element will be based on EPS growth from Apnl 2015
to March 2018 The award 1s elgible {0 vest in its entirety on the third anniversary of the date of grant (31 July 2018), subject to 50% on
ROTIC perforrnance and 50% on EPS performance

IMPLEMENTATION OF REMUNERATION POLICY FOR THE YEAR TO 1 APRIL 2017

Salary

The Committee approved the following salary increases with effect from 1 Apnl 2016 By way of comparison, the average salary increase
across the sectors for 2017 was between 2% and 4%

Salary from Salary from

Executive Director 1Apni 2016 1 Apnl 2015 % change
Andrew Willams £612,000 £600,000 20%
Kevin Thompsaon £383,000 £375,000 21%
Adam Meyers $480,000 $470,000 21%

Pension and benefits
No change to the executive Directors’ current pension and benefits arrangaments is planned for 2017

Annual bonus
The maximum annual bonus opportunity for 2017 wall remain at 1509 of salary for the Group CEO and FD and 125% of salary for other
executve Directors with one third of the bonus eamed beng payable in shares which are deferred for two years

Bonuses will continue to be based on EVA performance against a waighted average target of EVA for the past three years for an executive’s
secior, N the case of a Sector CEQ, or the Group, in the case of the Group CEO and FD

Bonus payments will be subject to recovery and withholding provisions during a penod of three years from the date of payment
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Remuneration Committee Report continued

Annual Remuneration
Report continued

ESP
Under the ESP, performance share awards and deferred bonus awards will be made in July 2016 The number of shares over which awards

will be made 1s determinad by the share pnce leading up to the award
The value of each performance share award, relative 1o salary has been fixed as follows

Salary for Performance Value of
Executive Director 2016/17 share award award
Andrew Willams £612,000 200% £1,224,000
Kewvin Thompson £383,000 175% £670,250
Adam Meyers $480,000 150% $720,000

The performance share awards to be grantad in July 2016 will be subject to an eammngs per share performance target for 50% of the award
and a ROTIC target for 50% of the award measured over the three financial years 2017, 2018 and 219 The performanca targets are set
out below

Performance targets for 2016 and 2017 PSP awards

ROTIC* (post tax) % of award vesting™”
<11 0% 0%
11 0% 12 5%
17 0% or more 50%

*  Average ROTIC over the performance penod
Thera 18 straight ine vestng i betwean thrashold and mavamiuen vestng

EPS” % of award vesting"*
<5% 0%
5% 12 5%
12% or mare 50%

*  Adustad sarnings per share growth over the three-your performance pencd
** Therais straight ine vesting in between threshold end maximum vesting

The deferred bonus awards are denved as one thrd of the bonus eamed for the 2016 year The number of shares over which awards wili be
made is determined by the share pnce leading up to the award, but the value of each award, relative to the bonus has been fixed as follows

Value of

2018

Bonus for deferred

Executive Director 2016 Cash-settled bonus award
Andrew Willams £480,000 £320,000 £160,000
Kewvin Thompson £307.000 £205,000 £102,000
Adam Meyers $492,000 $328,000 $164,000

Awards vest in full on therr second annersary

Chairman and non-executive Director fees
The Charrman's and the NEDs' tees, as detaled below, were increased by the Board in Aprl 2016 Fees are subject to an annual rewiew each
Apr, but resetting I1s normally expected 1o be tnennial The next resetting 1s anticipated to be n 2018 to align with the axacutive review

Fees from Fees from
Fees 1 April 2018 1 Apnl 2015
Chairman £210,000 £180,000
Base fee £52,000 £48,000
Senior Independent Director £7,500 £5,000
Audrt Committes Chairman £10,000 £7,500
Remuneration Committee Chairman £8,000 £7,500
Commuttee Member £nil £nil
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PERCENTAGE CHANGE IN CEQ REMUNERATION

The table below shows the percentage change in the CEO's remuneration from the prior year compared 1o the average percentage change
In remuneration for other employees To provde a meannghul companson, the analysis includes only salaned management employees and

15 based on a consistent set of employees

2016 2015 Other
CEO CEO CEO employees
£000 000 % change % change
Salary 600 516 16 5% 6 8%
Taxable benefits 31 27 14 8% —%
Annual bonus 480 271 776% 20 3%

RELATIVE IMPORTANCE OF SPEND ON PAY

The table below shows the percentage change in total employee pay expenditure and sharsholder distnbutions (e dividends and share

buybacks) from the financial year ended 28 March 2015 to the financial year ended 2 Apnl 2016

2016 2015
£m £m % change
Distribution to shareholders 485 453 7 1%
Employee remuneration (gross} 2256 1998 12 9%
Employes remuneration {pro-rated} 2256 2101 74%

The Directors are proposing a final dwvdend for the year ended 2 Apnl 2016 of 7 83p per share (215 7 31p)

Pro-rated employee remuneration represents a restatement of the prior year ernployee remuneraton for the current year number of employees

PAY FOR PERFORMANCE

The seven-year graph below shows the Company’s TSR performance over the seven years to 2 Apnl 2018 as compared to the FTSE 250
and the FTSE 350 Blectronic & Electneal Equipment indices Over the penod indicated, the Company’s TSR was 694% compered to 321%
for the FTSE 250 and 5219% for the FTSE 350 Blectronic & Electrical Equipment Index.

The FTSE 250 has been selected as a broad market comparator, and the FTSE 350 Electronic & Electncal Equipment ndex has been selected
because the Company beleves that the constituent companies of this index are the most appropnate for this companson as they are affected
by smilar commercial and econormic factors to Halma. The table below the chart detalls the CEQ's single figure remuneration and actual

vanable pay outcomes over the same penod

TOTAL SHAREHOLDER RETURN (SEVEN YEARS)

2010 2011 2012 2013 2014 2015 2016

CEOQ single figure remuneration (C000) £1,472 £1,908 £1,715 £1,958 £1,543 £2,006 £2,194

Annual bonus outcome (% of maximum) 19% 100% 40% 48% 37% 53% 53%

PSP vesting cutcome (% of maximum) 96% 100% 100% 98% 74% 78% 85%
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Remuneration Committee Report continued

Annual Remuneration
Report continued

DIRECTORS’ INTERESTS IN HALMA SHARES

The interests of the Directors in office at 2 Apnl 2016 {and thetr connected family members) in the ordinary shares of the Company at the

following dates were as follows.
Shares
Shares 28 March
2 April 2016 2015
Paul Walker 30,000 30,000
Andrew Willams 551,626 541,130
Kevin Thompsen 377,608 369,112
Jane Atkman 2,000 2,000
Adam Meyers 328,480 318,480
Daniela Barone Soares 1,319 1,319
Roy Twite 2,000 2,000
Tony Rice 7,665 7,665
Carole Cran - -

The table above ncludes Share Incentive Plan awards held in trust (see table below for details)

The executive Direciors each meet tha new guideline for 2016 of holding Company shares to the value of at least two tmes salary (2015
and prior one tmes salary) Garole Cran held no imterest n the Company’s shares upon her appointment Thers are no other non-beneficial
interasts of Directors There were no changes in Directors’ mterests from 2 April 2016 to 14 June 2016

Detatls of Drectors’ nterests in shares and options under Halma's long-term ncentves are set out in the sechions below

DIRECTORS' INTERESTS IN HALMA SHARE PLANS

Detatls of Directors’ outstanding performance shares under the ESP and PSP and free shares under the SIP are outined in the 1ables below

Five-day

As at Granted/ average share
28 March (vested)in pnce on grant As at
Date of grant 2015 the ysar (p) 2 April 2016

Executive and Performance Share Plans

Andrew Willams B Aug 12 141,658 {110,988) 40370 -
8 Aug 13 114,646 55760 114,648
12 Aug 14 117,748 569 90 117,748
31 July 15 160,547 745 20 160,547
Kevin Thompson B Aug 12 98,066 (76,834) 40370 -
6 Aug 13 71,041 55760 71,041
12 Aug 14 77,829 569 90 77,829
31 Juty 15 87,580 745 20 87,580
Adam Mevyers 8 Aug 12 82,408 {64,566} 40370 -
6 Aug 13 62,767 55760 62,787
12 Aug 14 62,821 563 90 62,821
31 July 15 58,761 745 20 58,761

The performance conditions attachied to the 2012, 2013 and 2014 awards are outfined on page 84 and those attaching to the 2015 award are
on page 85 As at year end, the vesting expectations for grants made In 2013 15 94 7%, for grants made 2014, 82 2%, and for grants made

n 2015, 75 3%
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As at Grantad/
28 March {(wrthdrawn) Share pnce As at
Date of grant 2015 ntheyear onaward(p) 2 April 2016
Share Incentive Plan
Andrew Willams 1 0Oct 10 857 31960 857
10ct 11 021 31560 921
10Qct 12 695 43110 695
10ct 13 528 567 50 528
10Qct 14 601 588 50 601
10ct 15 486 724 50 496
Kevin Thompsan 1 0ct 10 882 319 80 882
1 Oct 11 949 315 60 949
1 Oct 12 695 43110 695
10ct13 528 567 50 528
10ct 14 B0t 598 50 601
1 0ct 15 496 724 50 496

The SIP shares are held in an external trust and become the employee's absolutely after three years There are tax bensfits for retaining
the shares in the trust for at least five years Adam Meyers does not participate in the SIP as he 1s not UK based

There have been no vanations to the terms and conditions or performance cntena for share options dunng the financial year

DIRECTORS' PENSIONS

As noted below, two UK executive Directors are deferred members of the Hama Group Pension Plan (Plan) Their benefit s a funded final
salary occupational pension from a plan registered with HMRC prowding a maximum pension of two thirds of final pensionable salary after
25 or more years' service at normal pension age (60) Up to § Apnl 2006, final pensionable salary was the greatest salary of the last three
complete tax vears mmediately before retirement or leaving service From 6 April 2011, final pensionable salary was capped at £139,185
and 18 increased annually thereafter by CPI {currently £155,528)

Bonuses and other fluctuabng emoluments and benefits-in-kind are not penstonable nor subiect 1o any pension supplement The Plan also
provides pensions in the event of early retirement through i-health and dependants’ pensions of one-half of the member's prospective pension
Where an executive has a form of pension protecton, life cover 1s provided by a separate trust

Early retiremernt pensions, curmently possible from age 55 with the consent of the Company and the trustees of the Plan, are subject to actuanal
reduction Pensions In payment increase by 3% per annum for service up 1o 5 April 1997, by pnce inflation {subject to a mavamum of 5%)
through to 31 March 2007 and 3% thereafter

UK executive Directors recene pension supplements to compensate them for the fact that their pension accrual enttiement under the Halma
Group Pension Plan 1s imted by the pensionable salary cap ntroduced from 6 Apnl 2006 or the Lifetme Alowance The Company introduced
a pensionable salary cap in order to address changes affecting the Plan made in the Pension Act 2008

The Comparny closed the DB section to future accrual with effect from 1 December 2014 The Company obtans extemnal adwvice regarding
the changes to the Plan and executive pension arrangements and provides educational seminars on the mpact of pension legislabion
changes (annual and lifetirme allowances) on individuals Othenwse, execiinve Directors are responsible for obtaning acdwvice speciiic

to ther crcumstances
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Remuneration Committee Report continued

Annual Remuneration
Report continued

Prior to drawing his pension, to the externt that an executive’s current salary exceeds the Plan salary cap, the Company compensates him at
an annual rate of 26% of the excess In Apri 2006, Kevin Thompson chose 1o cease future service accrual n the Plan in return for the pension
supplement on his full salary In Apnl 2014, Andrew Willams chose to cease future service accrual in the Plan in return for the pension

supplemertt on his full salary This change is, broadly, cost neutral

Two Directors accrued benefits under the Company’s defined benefit pension plan dunng the year as follows

Years of Increase in Increase in
pensionable accrued accrued benefits Accrued benefits
Age at service at benefits net of inflation at 2 April 2016
Executive Director 2 April 2016 2 April 2016 £000 £000 £000
Andrew Willams 48 20 - ~ 61
Kevin Thompson 56 18 6 6 124

The accrued pension shown 15 that which would be pard annually on retirement at age 60 based on service 1o the end of the year

Transfer value
increase/

Director (decrease) after

Transter value at Transfer value at  contribution in the deducting Director

28 March 2015 2 April 2016 year contribution

Executive Director £000 £000 £000 £000
Andrew Williams 1,149 1,250 - 101
Kevin Thompson 2,589 2,917 - 318

The transfer values disclosed above do not represent a sum paid or payable to the ndidual Director Instead they represent & potential iabity
of the pension plan The transfer values are Gilt-retated and depend upon the relative standings of the Git market &t the respective valuation
dates The ncrease in transfer values 1n recent years s predominantly due to the significant reduction in the yields available on UK Giits Other
factors that have increased the transfer values are the impact of any additional service, revaluation in ine with iInflaton and any real salary
ncreases as well as the anticipated ageing of the member These values have been calculated on the bas!s of actuanal advice in accordance

with Actuanal Guidance Note GN11

Adam Meyers 1s a member of the US 401k money purchase scheme Company contnbutions pad in the year were US$18,156 (£12,024)

{2015 US$18,863 (£11,716}

20 Halma plec Annual Report and Accounts 2016



Other Statutory Information

ACTIVITIES
Halma pic 1 a holding comparny A list of its subsidiary companies is set out on pages 166 10 168 The prncipal operatng comparnies
and therr actviies are set out on pages 176 to 179

ORDINARY DIVIDENDS

The Dwectors recommend a final dividend of 7 83p per share and, f approved, this dvdend will be paid on 17 August 2016 to ordinary
shareholders on the regster at the ¢lose of business on 15 July 2016 Together with the intenm dwdend of 4 98p per share already paid,
this will make a total of 12 81p 2015 11 96p) per share for the financal year

SHARE CAPITAL AND CAPITAL STRUCTURE
Details of the share capral, together with detalls of the movemenits in the share capital dunng the year, are shown in note 22 to the accounts
The Company has cne class of ordnary shares which carry no nght 1o fixed income Each share carmes the nght to one vote at general

mestings of the Company

There are no other classes of share capital There are no specific restrictions on the size of a halding nor on the transfer of shares, with both
governed by the gensral provisions of the Articles of Association and prevaling legisiation No person has any special nghts of control over
the Company's share capital and all 1ssued shares are fully paid

RIGHTS AND OBLIGATIONS QF OQRDINARY SHARES

Hclders of ordinary shares are entitied o attend and speak at general meetings of the Comparny and to appeint one or more proxies or, If the
holder of shares 1s a corporation, one or more corporate representatives On a show of hands, each holder of ordinary shares who {being an
ndivdual) s presert In person or (being a corporation) is present by a duly appointed corporate representative, not being themselt a member,
shall have one vota, as shall proxies (unless they are appointed by more than one holder, in which case they may vote both for and against the
resclution n accordance with the holders’ instructions) On a poll every holder of ordinary shares preserit In person or by proxy shall have one
vote for every share of which they are the holder Electronic and paper proxy appointments and voting instructions must be receved not later
than 48 hours betfore the meeting A holder of ordinary shares can lose the entlement to vote at general meetings where that holder has been
served with a disclosure nouce and has falled 10 provide the Company with information concerming interests held in those shares Except as
set out above and as permitted under applicable statutes, there are no imitations on voting nghts of holders of a gven percentage, number
of votes or deadines for exescising voting nghts

The Company has eslablished an Employee Benefit Trust and the tnustee has waved its nght to all dvdends

RESTRICTIONS ON TRANSFER OF SHARES

The Directors may refuse to register a transfer of a certificated share that is not fully paid, provided that the refusal does not prevent dealings
In shares in the Company from taking place on an open and proper basis or where the Company has a lien over that share The Drectors
may also refuse to register a transfer of a certificated share unless the instrument of transfer s () lodged, duly stamped (if necessary), al the
registered office of the Companty or any cther place as the Board may decide accompanied by the certrficale for the share(s) to be transferred

and/or such other emdence as the Directors may reasonably require to show the nght of the transferor to make the transter, {i} i respect of only

one class of shares, (i) in favour of a person who 1s net a minor, infant, bankrupt or a person of unscund mind, or (v) N favour of not more than
four persons joirty

Transters of uncertificated shares must be camed out using CREST and the Directors can refuse to register a transfer of an uncertficated share

n accordance with the regulatons goveming the operation of CREST

There are no other restrictions on the transfer of ordinary shares in the Company except certain restnctions which may from tima to time be
imposed by laws and regutations ffor example msider trading laws), or where a shareholder with at least a 0 25% interest in the Company’s
certificated shares has been served with a disclosure notice and has falled to prowde the Company with information concerrung interests
in those shares The Directors are not aware of any agreements between holders of the Company's shares that may result n restnctions
on the transfer of secunties or on woting nghts

TREASURY SHARES
Shares held in treasury do not have voting nghits and are not eligible for divdends

EMPLOYEE SHARE PLANS
Details of employee share plans are set out in note 23 to the accounts

The Company introduced a new Execuive Share Plan, which was approved by shareholders at the 2015 AGM, and reflects current legisiation,
best practice and corporate governance requirements including recovery and wrhholding provisions: In additon, the new Plan nchudes flexdolity
to grant performance-related share awards, other share awards and deferred bonus awards

The new Plan will be used pnmarily to grart performance-related awards and deferred bonus awards 1o executive Directors and selected
senior employees The Remuneration Committee believes that the abilty to continue to grant long terrn share-based incentrves as part of
a balanced remuneration package will create a strong alignment of long term interest between senior management and shareholders

Intial performance awards were made to executive Directors and selected senior management in July 2015, folowing shareholder approval
of the Plan The first grants of the deferred bonus awards will be made shortly after the payment of the cash element of the bonus
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Other Statutory Information continued

DILUTION LIMITS
The Performance Share Plan has awarded shares, before lapses, over a ten-year pencd totaling 4 0% of the Company’s issued share capital,
this 1s withun the 10 0% overall Emit and the 7 5% limit for discretionary share awards agreed in 2005 The Company has utlised treasury shares

to sahsty all such awards

The new 2015 Exacutve Shara Plan provdes that overall diution through the issuanca of new shares for employee share schemes
{including treasury shares) should not excead an amount equalent to 10% of the Company's 1ssued share capital over a ten-year penod
and for discretionary share awards to senior management 5% over a ten-year penod As at the date of this report, the Company remains
within these imits

APPOINTMENT AND REPLACEMENT OF DIRECTORS

With regard to the appomtment and replacement of Directors, the Company 1s governed by its Articles of Association, the UK Corporate

Governance Code, the Companies Act and related legisiation Directors can be appointed by the Company by ordinary resolubon at a general

meeting or by the Board i a Director s appointed by the Board, such Cirector will hold office until the next annual general meeting and shall

then be efigible for election at that meeting In accordance with the UK Corporate Govemance Code each of the Directors, being efigible (mth

the exception of Jane Atkman who will step down as a Diractor), will offer themsalves for election or re-election at this year’s Annual General :

Meeting The Company can remove a Director from office, including by passing a specal resolution or by notice being gven by all the other \

Owectors The Articles themselves may be amended by special resolution of the shareholders i
\
|

POWER OF DIRECTORS
The powers of Directors are descnbed in the Matters Reserved for the Board, copies of which are available on request from the Company

Secretaty, and are summansed in the Corporate Govemnance Report on page 59

ESSENTIAL CONTRACTS AND CHANGE OF CONTROL
There are a number of agreements that take effect, alter or terminate upon a change of control of the Company, pnncipally bank loan

agreements, private placement debt and employee share plans
There are two significant egreements, in terms of the likely mpact on the business of the Group as a whole, containing such provisions

» the £360m syndicated revolving credtt facility wiuch, f within 10 days of a change of control notice to the Loan agent, can result in 30 days’
notice baing gven to the Company by any Lender, for all amounts outstanding to that Lender, to be immediately due and payable, at which
time the commitment of that Lender will be cancelled |f all of the Lenders give this notice the whole faciity would be cancelled, and

* the US$250 millon US Private Placement Note Purchase Agreement under which, in the evertt of a change of control, the Comparty
is required to make an offer to the holders of the US Private Placement notes to prepay the pnncipal amount of the notes together
withinterest acerued

The Group has contractual arangements with a wide range of suppliers The Group s not unduty dependent upon contractual amangements
with any particular custorner Whilst the loss or disruption to cartain of these amangements could temporanly affect the Group's business,
none I1s considered to be essental

The Companty's share plans contain provisions as a resuft of which options and awards may vest and become exercisable on a change
of control of the Company in accordance with the rules of the plans

The Directors are not aware of any agreements between the Company and tts Directors or employees that provide for compensation for
loss of office or employment that occurs because of a takeover bid

ALLOTMENT AUTHORITY

Under the Companies Act 2006 the Directors may only aflot shares if authonsed by shareholders to do so At the Annual General Megting

an ordinary resolution will be proposed which, if passed, will authorise the Directors 1o allot and ssue new shargs up to an aggregate nominal
value of £12,500,000 {up to 125,000,000 new ordinary shares of 10p each), being just less than one thurd of the issusd share capital of the
Company {excluding treasury shares) as at 13 June 2016 (the latest practicable date pnor to the publication of the Notice of Meeting)

In accordance with the Directors' stated ritention to seek annual renewal, the authorty will expire at the conclusion of the annuat general
mesting of the Comparty in 2017 Passing this resolution will give the Directors flexibility to act i the best interests of shareholders, when

opportunties anse, by issuing new shares

As at 13 June 2016 (the latest practicable date pror to the publcation of the Notice of Meeting), the Company had 379,645,332 ordinary
shares of 10p each in 1Issue of which 940,421 were held as treasury shares, which 1s equal to appraximately 0 25% of the 1ssued share
capital of the Company (ex¢luding treasury shares) as at that date
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The Companies Act 2006 also requires that, if the Company 1ssues new shares for cash or sells any treasury shares, t must first offer them

to existing shareholders n proportion to ther current holdings At the Annual General Mesting a special resolution wall be proposed which,

if passed, will authonse the Directors to ssue a brrwted number of shares for cash and/or sell reasury shares without offenng them to
shareholders first The authorty ts for an aggregate nominal amount of up to 10% of the aggregate norminal value of the issued share capital of
the Company as at 13 June 2016 (the latest practicable date prior to the publication of the Notice of Meeting) of £3,780,000 The resolution wil
also modiy statutory pre-emption nghts to deal with legal, regulatory or practical problerns that may anse on a nghts tssue or ather pre-emptive
offer or issue The authonty will expire at the same time as the resolition confernng authonty on the Directors to allot shares The Directors
consider this authonty necessary in order to give them flexibility to deal with oppaoriunities as they arise, subject to the restrictions comaimed

wn the resolution There are no present plans to 1ssue shares, except under share plans previously approved in general meeting

PURCHASE OF THE COMPANY'S OWN SHARES

The Compary was authonsed at the 2015 annual general mesting to purchase up to 37,800,000 of its own 10p orclinary shares in the market
Thus authonty expires at the end of the 2016 Annual General Meeting In accordance with the Directors’ stated intention to seak annual renewal,
a special resolution will be proposed at the Annual General Meeting 1o renew this authonty unti the end of next year's annual general mesting,
in respect of up 1o 37,800,000 ordinary shares, which 1s approximately 10% of the Company’s 1ssued shars capital (excluding treasury shares)
as at 13 June 2016 (the latest practicable date prior to the publication of the Notice of Mesting)

The Drrectors consider 1t dasirable that the possibilty of making such purchases, under appropriate circumstances, is avalable The authorty,

if granted, will only be exercised f market conditons make tt advantageous to do so The Directars will only make purchases under the authonty
where they believe that to do so would result n an ncrease N eamings per share for the remaning shareholders, or where the purchased
shares are used to satisty awards made under empioyse share plans, and such purchases are considered {0 be in the best interests of
shargholders ganerally

Their present mtention 1s that the shares purchased under the authonty will be held in treasury for future cancellation, sate for cash or transfer
for the purposes of, or pursuant to, an employee share plan, atthough in the ight of circumstances at the tme it may be decided to cancel them
irmediately on repurchase The effect of any cancelfaton would be 1o reduce the number of shares in1ssue For most purposes, while held
Intreasury, shares are treated as if they have been cancelled {for example, they carry no votung nghts and do not rank for dmdends)

Following approval of the Performance Share Plan (PSP} at the 2005 annual general meeting, the Directors made routing purchases of Halma
shares in the market for holding in treasury until required for vesting under the PSP In the year to 2 April 2016, no shares were purchased in the
market tor treasury Under the Executive Share Plan approved at the 2015 annual general mesting, shares vesting may be satisfied with market
purchased shares held in trust or In treasury or with new 1ssue shares Otherwise, the Directors have no present intention of using this authonty
In reaching a decision 1o purchase shares, the Directors will take into account the Company's cash resources, capital requirements and the
effect of any purchase on the Company’s earnings per share It s antcipated that renewal of the authonty will be requested at subsequent
annual general meetings

As at 13 June 2016, whuch s the latest practicable date pror to the publication of the Notice of Meating, no further options were outstanding

ANNUAL GENERAL MEETING
The Company’s Annual General Meeting will be held on 21 Juty 2016 The Notice of Meeting, together with an explanation of the proposed
resolutions, 1s enclosed with this Annual Report and Accounts andis also avalable on the Company's website at www halma com

SUBSTANTIAL SHAREHOLDINGS
As at 13 June 2016, the Company had bean notfied, in accordance with chapter 5 of the Disclosure and Transparency Rules, of the followng
voting nghts as a shareholder of the Company

2 April 2016 13 June 2016
Percentage of Percentage of
voting rights voting rights
No of ordinary and issued No, of ordinary and issued Nature of
shares share capital shares share capital holdings
Massachusetts Financral 37,841,275 000 37,841,275 1000 indrrect
Services Company
Capital Group 22,865,085 604 22,865,085 604 Indrect
Mawer Investment Management 18,943,311 500 18,943,311 500 Direct
Sprucegrove Investment 18,776,610 4 96 18,776,510 496 Indwect
Management Ltd
BlackRock In¢ 14,646,007 387 14,646,007 387 Indirect
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Other Statutory Information continued

SPECIAL BUSINESS
The Board will propose four special resolutions under Special Business at the Annual General Meeting One of these 1s to permit the Compary

1o retain the abiltty to call general meetings {other than annual general meetings) at 14 days’ notice rather than 21 days’ notice, n accordance
with Section 307A of the Comparves Act 2006 (as amended)

AUDITOR
Each of the persons who s a Drrector at the date of approval of this Annual Report and Accounts confirms that

« 5o far as the Director 1s aware, thers Is no relévant audit intormaton of which the Comparny’s Audrtor 15 unaware, and

« the Director has taken all the steps that he/she ought to have taken as a director in order to make himseti/herself aware of any relevant
audit nformation and to establish that the Comparny’s Audrtor 1s aware of that information

This confirmation is given and should be interpreted i accordance with the provisions of Section 418 of the Comparies Act 2006

Deloitte LLP has expressed its wilingness 1o continue in office as Audrtor and a resoluiion to reappont Delotte LLP will be proposed at the
forthcoming Annual General Meeting

SCOPE OF THE REPORTING IN THIS ANNUAL REPORT AND ACCOUNTS

The Direciors prasent ther annual report on the affars of the Group, together with the financial staterants and Auditor's Report, for the year
ended 2 April 2016 The Corporate Govemance Report set out on page 54, which includes detalls of the Directors who served duning the year,
forms part of this report

There have been no signficant events since the balance sheet date An indication of the kely future developments in the business of the
Comparny and detals of research and development actvities are incuded in the Strategic Review on pages 4 to 47 Detalls related to employee
and emvironmental matters, including greenhouse gas emissIons reporting, are included wathir the Sustainability report on pages 48 to 53

Information about the use of financial nstruments by the Company and its subsidianes 1s gven In note 26 to the financial statements

For the purpases of compliance with DTR 4 1 5 R(2) and DTR 4 1 8 R, the required content of the management report can be found in the
Strategic Report and these Regulatory disclosures, including the sections of the Annual Report and Accounts ncorporated by reference

For the purposes of LR 9 8 4C R, the following tems are not applicable (1) ntersst caprtalised, (2} publicaton of unaudited financial informaton,
(5} waver of emoluments by a Director, (8) waver of future emoluments by a Director, (7) non pre-emptee issues of equity for cash, (8) non
pre-empive issues of equity for cash in relation to mayor subsidiary undertakings, (8) parent participation in a placing by a isted subsidiary;

{11) provisions of services by a controling shareholder; and (14) agreements with controling shareholders

Appiicable fems can be located as follows [4) details of long-term incentive schemes - note 23 to the financial statemerts, {10) cortracts
of signficance, {12) shareholder warver of dwidends, and (13) shareholder warvers of future dvidends ~ QOther Statutory Information, pages
91094

By order of the Board

CAChaas

Carol Chesney
Company Secretary
14 June 2016
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Directors’ Responsibilities

The Directors are responsible for prepanng the Annual Report and the financial staternents in accordance with applcabie law and regulations

Company law requires the Directors to prepare financial staterments for each financial year Under that law the Directors are required to prepare
the Group financial staterments i accordance with Intemational Financial Reporting Standards (IFRSs) as adopted by the European Unton and
Article 4 of the IAS Regulation and have chosen to prepare the parent company financial statements in accordance with Financial Reporting
Standard 101 Reduced Disclosure Framework Under company law the Directors must not approve the accounts unless they are satisfied that
they give a true and farr view of the state of affars of the Company and of the profit or lass of the Comparty for that penod

In prepanng the parent company financial statements, the Directors are required 10

+ select suiable accounting policies and then apply them consistentty;

* make udgements and accountng estimates that are reasonable and prudent,

* state whether Financal Reporing Standard 101 Reduced Disciosure Framework has been followed, subject to any matenal departures
disclosed and explaned n the financial staterments, and

* prepare the financial statements on the going concemn basis unless it 1s nappropnate to presurne that the Company will continue In business

In prepanng the Group financral statements, International Accounting Standard 1 reguires that Directors

» properly select and apply accounting policies,
* present information, including accountng policies, N a manner that provides relevant, reliable, comparable and understandabile information,

* provide additional disclosures when compliance with the specific requiremenis in IFRSs are insufficient to enable users to understand the
impact of particular transactions, other events and conditions on the entity’s financial position and financial performance, and

» make an assessment of the Company’s ability to contnue as a going concern

The Dwreciors are responsible for keeping adequate accourting records that are sufficent to show and explain the Company’s fransactions and
disclose with reasonable accuracy at any tme the financial position of the Company and enable themn to ensure that the financial statements
comply with the Gomparves Act 2006 They are also responsible for safeguardng the assets of the Company and hence for taking reascnable
steps for the prevention and detection of fraud and other iregulantes

The Drectors are responsible for the mantenance and integrity of the corporate and financial information included on the Company’s website
Legsslation in the Unted Kingdom govermning the preparation and dissemmnation of financial statements may differ from legislation in
other jJunsdictions

DIRECTORS’ RESPONSIBILITY STATEMENT
Wea confirm that to the best of our knowledge

» the financial statements, prepared in accordance with Intematonal Financtal Reporting Standerds as adopted by the EU, gve a true and
far view of the assets, labihtes, financial positon and profit or ioss of the Company and the undertakings included in the consolidaton
taken as a whole,

* the Strategic Report ncludes a far review of the development and performance of the business and the postion of the Comparnyy and
the undertakings included n the consolidation taken as a whale, together with a descnplion of the pancipal nsks and uncertainties that
they face, and

* the Anfwal Report and financial statements, taken as a whole, are far, balanced and understandable and provide the mformation
necessary for shareholders to assess the Company’s position, performance, business model and strategy

Chief Executive

Kevin Thompson
Finance Director
14 June 2016
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Independent Auditor’s Report to the Members of Halma plc

OPINION ON FINANCIAL STATEMENTS OF HALMA PLC
In our opinion

the financial statements give a true and fair view of the state of the Group's and of the parent company's affarrs as at 2 April 2016
and of the Group’s profit for the 53 week penod then ended,
the Group financial statements have been properly prepared in accordance with International Financial Reporiing Standards (IFRSs)

as acopted by the European Union,
« the parent company financial statements have been properly prepared in accordance with United Kingdom Generally Accepted
Accounting Practice, iIncluding FRS 101 “Reduced Disclosure Framework”, and
the financial statemants have been prepared In accordance with the requirements of the Companies Act 2006 and, as regards the

Group financial statements, Article 4 of the IAS Regulation

The financial statements compnse the Consolidated Income Statement, the Consolidated Statement of Comprehensive Income, the
Consolidated and parent company Balance Sheets, the Consolidated Cash Flow Statement, the Consolidated and parent company
Statements of Changes in Equity and the related notes 1 to 31 and C1 10 C14 The financial reporting framework that has been appled
in the preparation of the Group financial statements 1s applicable law and IFRSs as adopted by the European Union The financial
reporting framework that has been applied In the preparation of the parent company financiai statements i1s applicable law and United
Kingdom Accounting Standards {United Kingdom Generally Accepted Accounting Practice), Including FRS 101 “Reduced Disclosure
Framework”

GOING CONCERN AND THE DIRECTORS’ ASSESSMENT OF THE PRINCIPAL RISKS THAT WOULD THREATEN

THE SOLVENCY OR LIQUIDITY OF THE GROUP

As required by the Listing Rules we have reviewed the drrectors’ statement regarding the appropnateness of the going concern basis of
accounting on page 68 of the financial statements and the directors’ statement on the longer-term wiabiiity of the Group contained
within the Corporate Governance Report on page 68

We have nothing matenal to add or draw attention to in relation 1o

the directors' confirmation on page 68 that they have camed cut a robust assessment of the pnncipal nsks facing the group,
including those that would threaten ts business model, future performance, solvency or hqudity,

the disclosures on pages 30 to 33 that describe those nisks and explain how they are being managed or mitigated,

the directors' staterment in the accounting policies note in the financial statements about whether they considered 1t appropriate to
adopt the going concem basts of accounting in preparing them and their identification of any matenal uncertanties o the group's
ability to continue to do so over a penod of at least twelve months frorn the date of approval of the financial statements,

« the drrectors' explanation on page 68 as to how they have assessed the prospects of the group, over what penod they have done so
and why they consider that penod to be appropnate, and therr statement as to whether they have a reasonable expectation that the
group will be able to continue In operation and meet its kabdities as they fall due over the penod of their assessment, including any
related disclosures drawing attention to any necessary qualfications or assumptions

L ]

We agreed with the directors’ adoption of the going concemn basis of accounting and we did not dentdfy any such matenal
uncertainties However, because not all future evenis or conditions can be predicted, this statement is not a guarantee as to the
group's ability to continue as a going concern

INDEPENDENCE

We are required to comply with the Financial Reporting Council's Ethical Standards for Audriors and we confirm that we are

independent of the group and we have fulfiled our cther ethical responsibilities in accordance writh those standards We also confirm we
have not provided any of the prohibited non-audit services referred o in those standards

OUR ASSESSMENT OF RISKS OF MATERIAL MISSTATEMENT
The assessed nsks of material misstatement described below are those that had the greatest effect on our audit strategy, the aflocation
of resources in the audil and directing the efforts of the engagement team

The nsks entfied below are the same nisks as identdied in the pnor year
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Risk How the scope of our audt responded to the nsk

Impairment of the carrying value of goodwill We assessed whether the CGU groups represent the lowest level

At 2 Apnl 2016, the net book value of goodwill was £544m (2015 within the Group at which the goodwill s monitored for intemal

£406m), the increase 1s due to the four acquistions in the penod  management purposes and the appropriateness of establishing the
new Sensor Technologies CGU group to allocate the goodwill

Management perform an impaiment review under I1AS 36 arising on the CenTrak acqwsmon
'Imparment of Assets’ on an annual basis and whengver an
ndication of impasrment exists We challenged the reasonableness of the short term growth rates

with reference 1o the budgets approved by the Board, hustoncal
Assessment of the camying value of goodwill is & signficant nsk due to  performance and post period trading data
the quantumn of the balance and the judgements involved i setting the
key assumptions and asserbons usad by managament o support therr We assessed the long term growth rates by reference to market
assessmertt of the camying value In testing the carmying value for specific GDP growth rates based on third party sources
:mpalr rrnﬁng mﬁmbh;tgfndgw"ge;g m ;’;t::fﬂ We performed a specific review and challengs, involving Deloitte’s
the use of 11 (2015 10) cash generating urit ("dGU"} groups valuation specialists, of the discount rates apphied for each group
of CGUs We assessed the Group’s weighted average cost of

During the penod, management has estabiished a new CGU group Caprtal and sector specific nsk premiums using external mput
i respect of Sensor Technoiogies, to which the goodwill ansing on 96ta and benchmarkang the discount rates against published
the CenTrak acquisiion has been allocated for impairment testing  Peer group rates

We recalculated management’s sensitivity analysis on key
assumptions and replaced key assumptions with altemative
scenarnos e g apphyng further changes to discount rates and
forecast growth rates

The associated disclosure 1s included in note 11 The Audit
Committee has mcluded their assessment of this nsk on page 72
and it 1s ncluded in the key accounting estimates and jucgements

onpage 110
Wa have reviewed the disclosures rmade in the financial statements
and assessed complance with IAS 36
Acquisition accounting We obtained the models for the acquistions i1 the penod and
There were four acquisibons n the pencd with a total inthial reviewed the opening balance sheet and far value adjustments by
consideration of £188m The acquistions were Value Added reference to supperting schedules and evidence as applicabie

Solutions LLC, Firetrace USA LLC, Visiometrics S L and Visual
D[agnoshcs ne ('[ogether Vislome"ncs) and CenTrak Inc The total Our audt of the Separately identified EICQUIred lmal"lglble assels

value of separable intangible assets ansing on these acquistions in focused on the assumptions in management’s valuation model
the pencd I1s £100m We challenged the key assumptions including forecast revenues,

useful ife, forecast margn and discount rates utiising our mtemal
There 1$ & nsk that acquisitions are not accounted for comectly In - valuation specialists 1o support our assessment of the discount
ine with IFRS 3 ‘Business combinations” The nsk relates 10 the rates used
assumptions and assertions used by management to far value the
acquired assets and habilites, ncluding separately identified We benchmarked the cutput of the acquisiion models, including
intangible assets, together with the detenmination of deferred the goodwill to intangible asset ratio, to similar prior year
contingent consideration at the date of acquisition acquistions challenging any significant vanances and consicenng
the business rationale
In determining the lar value of acquired intangble assets
management use a valuaiion mode! that Incorporates ther We agresd the underlying data in the deferred contingent
assumptions in respect of forecast revenues, useful life, forecast  consideratron calculation to signed sale and purchase agreements
margins and discount rates Management engaged thrrd party e assessed Management's process and the assumptions used to

valuation experts 10 assist them in the preparation of the acquisition Cétermine the estimate of future deferred contingent consideration

accounting for the Firetrace acquisition payable including a companson of forecast tradng performance
against historical and post-acquisition finanoal resufts Given the
There 15 a maxamum amount of potential deferred contingant dependence on future trading we have also considerad the

consideration payable In respect of the acquistion of Visiometncs of  disclosures in respect of this
€107m Sgnificant judgement has been applied by Management in
establishing ther best estmate of the kability which s £21m based on  We assessed management's treatment of defarred ¢ontingent

a nsk wenghted assessment of the forecast future performance of the  Consideration payments as addiional purchase constderation
acquired business (as opposed to post-acquistion remuneration by reviewing the

terms of the Sale and Purchase Agreements (SPA))
Detarls of the acquistions are disclosed i note 24 to the

accounts The Audit Committee has included therr assessment

of this nsk on page 72 and 1t Is included n the key accounting

estimates and judgements on page 110
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Independent Auditor’s Report to the Members of Halma plc continued

Defined benefit pension schome assumptions

At 2 Aprit 2016 the net retirement benefit hability recognised in the
Consolidated Balance Sheet related to the Group’s defined benefit
pension schemes was £52m (2016 £67m)

There 1s & nsk relating to jJudgements made by management in
valuing the defined benefit pension schemes including the use of
key model input assumptions such as discount rates, mortality
assumptions and inflation rates These vanables can have a
matena impact in calculating the quantum of the retirement
benefit labilty

Management utilise the services of third party actuanal adwsers to
determine their key assumptions

We used our intemal actuanat experts to assess the assumptions
applied in accourting for the defined benefit pension liabilty and
determined whether the key assumptions are reasonable This
included reviewing available yield curves and inflation data to
recalculate a reasonable range for the key assumptions

We challenged management to understand the sensitvity of
changes In assumptions and quantfy a rangs of reasonable rates
that could be used in therr calculation We discussed the output of
senstivity analysis with management and their third party actuanal
advisers Additionally we benchmarked key assumptions against
other listed companies to check for any cutlers in the data used

We also considered the adequacy of the Group's disclosures in
regpect of the sensitivity of the defictt to changes in thess key

Details of the defined benefit pension scheme are disclosed N note assumptions

28 to the accounts The Audit Committes has included ther
assessment of this nsk on page 72 and 1t 1s included in the key
accounting estirmates and judgements on page 110

The descnption of nsks above should be read mn conjunction with the significant issues considered by the Audit Committee

discussed on page 72

These matters were addressed in the context of our audt of the financial statements as a whole, and in formmg our opwion thereon,

and we do not provide a separate opinion on these matters

OUR APPLICATION OF MATERIALITY

We define matenality as the magniude of misstaternant in the financial staternents that makes it probable that the economic decisions of a
reasonably knowledgeable person would be changed or nfiuenced We use matenality bath in planning the scope of our audit work and

in evaluating the resulis of our work

Wao determined materalty tor the Group to be £7 3m (2015 £6 6m}), which 1s 5% (2015 5%} of stalutory pre-tax profit

We agreed with the Audit Committse that we would report to the Committee all audt differences in excess of £365,000 (2015
£132,000), as well as differences below that threshold that, in our view, warranted reporting on qualitative grounds This threshold has
been increased in the current penod based on our assessment of what constitutes a clearly tnvial audit difference W also report to the
Audit Committee on disclosure matters that we identified when assessing the overall presentation of the financial statements
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AN OVERVIEW OF THE SCOPE OF OUR AUDIT

Our Group audtt was scoped by obtaning an understanding of the Group and its environment, Including Group-wide controls, end
assessing the nisks of matenal misstatement at the Group level Based on that assessment, we focused our Group audrt scope primarily
on the audit work at 53 out of 98 frading entties (2015 52 out of 88) The increase In the total trading entites was a result of the
acquisions in the penied 51 {2015 47) of these were subject to a full audt, whilst the remaning 3 (2015 5) were subject to specified
audit procedures where the extant of our testing was based on our assessment of the nsks of matenal misstatement and of the
matenality of the Group’s operations at those locations The full scope and specified audt procedures entities represent the principal
business units and account for 68% (2015 70%} of the Group’s revenue, 77% (2015 73%) of the Group's profit before tax and 80%
(2015 78%) ot the Group's net assets They were also selected to provide an appropnate basis for undertaking audit work to address
the nsks of matenal misstatement identified above Our audit work on the 54 entities was executed at levels of matenalty applicable to
each indmidual entity which were lower than Group materiality and ranged from £15,000 to £1,972,000 {2015 £42,000 to £876,000)

The Group audr team have established a programme of planned component visits based on therr nsk assassment As a minimum,
each year a semor member of the Group audit team will visit the significant components (defined as contnbuting greater than 10% of
Group profit or revenue, of which only Apollo UK met this cnterion In the period), in addition to wisiting the US compenent auditor and
selected US components Furthermore all 27 UK components are directly overseen by the Group engagement partner or Group
drrector In years when we do not visit 2 component that 1s in scope, we wilf Include the componentt zudit tearn in our team bnefing,
discuss thear nsk assessment, and review documentation of the findings from therr work

At the parent entity level we also tested the consolidation process and camed out analytical procedures to confirm our conclugion that
there were no signiicant nsks of matenial misstatement of the aggregated financial information of the remaining components not subject
to audit or audtt of specified account balances These procedures also Included, at a mirimum, obtaning the bank reconciliations and
staterents for all entities above a £365,000 threshold For a selsction of relevant entities, based on a nsk threshold critenia, we also
performed revenue cut off, subsequent cash receipt and inventory provision tests necessary to conclude on these balances

Revenue Profit before tax Net assets

Full audit scopa and Rl audrt scope and Full audit scope and

speciiiad procedures audits 88% specified procedures audna % spectied procedures Budits BO%
Review &t Group level 32% Review at Group levet 23% Rerdaw et Group level 20%
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Independent Auditor’s Report to the Members of Halma plc continued

OPINION ON OTHER MATTERS PRESCRIBED BY THE COMPANIES ACT 2006
In our opinion

« the part of the Directors’ Rermuneration Report to be audited has been properly prepared in accordance with the Companies Act

20086, and
« the information given in the Strategic Report and the Directors’ Report for the financial penod for which the financial statements

are prepared 1s consistent with the financial statements

MATTERS ON WHICH WE ARE REQUIRED TO REPORT BY EXCEPTION
Adequacy of explanations received and accounting records
Under the Companies Act 2006 we are required 10 report 1o you if, in our opimen

+ we have not receved all the informaton and explanations we require for our audt, or
» adequate accounting records have not been kept by the parent company, or retums adequate for our audit have not been recewved

from branches not wisited by us, or
« the parent company financial statements ara not In agreement with the accounting records and returns

Wa have nothing to repert in respect of these matters

Directors’ remuneration
Under the Comparres Act 2006 we are also requrred to report 1If In our opinion certain disclosures of directors’ remuneration have not
been mada or the part of the Directors’ Remuneration Report to be audtted s not In agresmant with the accounting records and

returns We have nothing 1o report ansing from these matters

Corporate Governance Statement
Under the Listing Rules we are also required to review part of the Corporate Govemance Statement relating to the company’s

compliance with cerlain provisions of the UK Corporate Govemnance Code We have nothing to report ansing from our review

Our duty to read other information in the Annual Report
Under Intemational Standards on Auditing (UK and lreland), we are required to report to you #, in our opinion, information in the Annual

Report 1s

+ matenally incongsistent with the information in the audited financial statements, or

« apparently matenally ncorrect based on, or matenally inconsistent with, our knowledge of the Group acquired in the course of
perforrming our audtt, or

» otherwise misleading

In particular, we are required to consider whether we have identified any inconsistencies betwesen our knowledge acquired dunng the
audit and the directors’ statement that they consider the Annual Report 1s fair, balanced and understandable and whether the Annual
Report appropriately discloses those matters that we communicated to the audit committee which we consider should have been
disclosed We confirm that we have not identified any such inconsistencies or misleading statements
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Respective responsibilities of directors and audsior

As explained more fully in the Drectors’ Responsibikties Statement, the directors are responsible for the preparation of the financal
statements and for being satisfied that they give a true and far view Qur responsibility 1S to audt and express an opiion on the
financtal statements in accordance with applicable law and International Standards on Auditing (UK and Ireland) We also comply with
International Standard on Quality Controt 1 {UK and Ireland) Qur audit methodology and t0ols am to ensure that our quality control
procedures are effective, understood and apphied Our quality controls and systems include our dedicated professional standards
review team and independent partner reviews

This report 18 made solely to the company’s members, as a body, tn accordance with Chapter 3 of Part 16 of the Companies Act 2006
Our audit work has been undertaken so that we rmight state to the company's members those matters we are required to state to them
In an auditor’s report and for no other purpose  To the fullest extent permitted by law, we do not accep! or assume responsibiity to
anyone other than the company and the company’s members as a body, for our audrt work, for this report, or for the opinions we

have formed

SCOPE OF THE AUDIT OF THE FINANCIAL STATEMENTS

An audit involves obtaining evidence about the amounts and disclosures in the financial statements sufficlent to give reasonable
assurance that the financial statements are free from material misstatement, whether caused by fraud or error This includes an
assessment of whether the accounting policies are approprate to the Group's and the parent company’s crcumstances and have
been consistently applied and adequately disclosed, the reasonableness of significant accounting estimates made by the directors, and
the overall presentation of the financial statements In addition, we read all the financial and non-financial infarmation in the annual report
to identify matenat nconsistencies with the audited financial statements and to identify any information that 1s apparently maternally
incorrect based on, or matenally mconsistent with, the knowledge acquired by us in the course of performing the audit 1f we become
aware of any apparent matenal russtatements or inconsistencies we consider the imphcations for our report

N@d (S

Nigel Thomas (Senior statutory auditor)
for and on behalf of Delortte LLP
Chartered Accountants and Statutory Auditor
London, UK

14 June 2016
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Consolidated Income Statement

53 weeks to 2 April 2016 52 weeks to 28 March 2015
Before Adjustments® Before  Adjustments®
adjustments* (note 1) Total  adjustments® (note 1) Total
Notes £000 £000 £000 £000 £000 £000
Continuing operations
Revenue 1 807,805 - 807,805 726,134 - 726,134
Operating profit 173,225 (30,282) 142,943 158,500 {21,437) 137,063
Share of results of associate 14 {159) - {159) 64 - 64
Profit on disposal of operations 29 - 556 556 - 1,430 1,430
Finance income 4 217 - 217 167 - 167
Finance expense 5 (7,269) - {7,269) 5,113} - 5,313)
Profit before taxation B 166,014 {29,726) 136,268 153,618 {20,007) 133,611
Taxation 9 (36,373) 8,926 (27,447) {35,706} 6,006 (29,610}
Profit for the year
attributable to equity
shareholders 1 129,641 {20,800) 108,841 117,912 (13,911) 104,001
Earnings per share 2
From ¢ontinuing operations
Basic 34.26p 28 76p 3117p 27 49p
Diluted 28 76p 27 48p
Dividends n respect
of the year 10
Paid and proposed (£000} 48,472 45,229
Paid and proposed per share 12.81p 11 96p

*  Adjustments include the amortisation of acquired Intangible assets, acquisthon tems, profit of loss on disposal of operations, and the associated taxation thereon
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Consolidated Statement of Comprehensive Income and Expenditure

53 weeksto 52 weeks to
2 Apnl 28 March
2016 2015
Notes £000 £000
Profit for the year 108,841 104,000
Items that wall not be reclassified subsequently to the Consolidated Income Statement
Actuanal gans/{losses) on defined benefit pension plans 28 8,841 (34,795}
Tax relating to componants of other comprehensive Incomea that will not be reclassified el (2,304) 6,791
Hems that may be reclassified subsequently to the Consolidated income Statement
Effectve portion of changes in far value of cash flow hedges 28 {990) 71
Exchange gains on translation of forexgn operations and net investment hedge 30,036 30,800
Exchange losses transferred to Income Statement on disposal of operation 22 189
Tax relating to components of other comprehensive income that may be reclassiiied 8 209 23)
Other comprehensive income for the year 35,814 3,133
Total comprehensive income for the year atinbutable to equity shareholders 144,655 107,134

The exchange gain of £30,036,000 (2015 gan of £30,900,000) ncludes gans of £8,336,000 (2015 gans of £862,000) which relate

to net Investment hedges as descnbed on page 115
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Consolidated Balance Sheet

2 April 28 March
2016 2015
Notes £000 £000
Non-current assets
Goodwill 11 544,259 406,190
Other intangible assels 12 231,753 138,691
Property, plant and equipment 13 96,562 86,303
Interest in associate 14 3,722 4,236
Deferred tax asset 21 44,424 28,596
920,720 664,016
Current assets
Inventories 15 105,318 79,734
Trade and other recenvables 16 183,619 156,464
Tax recenvable 190 20
Cash and bank batances 53,938 41,230
Deanvatrve financial Instruments 26 1,131 1,069
344,196 278,517
Total assets 1,264,916 942,533
Current liabilities
Trade and other payables 17 122,791 102,717
Borowings 18 4,748 1,705
Provisions 19 4,437 11,746
Tax habilties 15,158 12,405
Dertvative financial Instruments 26 2,196 636
149,330 129,200
Net current assels 194,866 149,308
Non-current liabllities
Borrowings 18 295,908 140,419
Retirement benefit obligations 28 52,323 66,780
Trade and other payables 20 10,153 3,756
Provisions 19 18,510 1,549
Deferred tax liabilties 21 92,352 51,862
469,248 264,376
Total liabilrhies 618,576 393,585
Net assets 646,340 548,948
Equity
Share capttal 22 37,865 37,965
Share premsum account 23,608 23,808
Own shares” (8,219) (8,450)
Capttal redemption reserve 185 185
Hedgng reserve 610 m
Translation reserve 75,387 45,329
Other reserves {5,831} {4,073}
Retamed eamings 523,855 454,213
Shareholders’ funds 646,340 548,948

*  Referred to in prior years as Treasury sharas

The financial statements of Halma ple, company number 00040932, were approved by the Board of Direciors on 14 June 2016

A J Wilhams K J Thompson
Director Drrector

A4— T
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Consolidated Statement of Changes in Equity

Share Capita!l
Share premium Own redemption  Hedging Transiation Other Retzined
capial account shares reserve reserve* reserve® reserves eamings Total
£000 £000 £000 £000 £000 £000 £000 £000 £000

At 28 March 2015 37,965 23,608 {8,450) 185 171 45,329 {4,073) 454,213 548,948
Profit for the year - - - - - - - 108,841 108,841
Cther comprehensve Income
and expense
Exchange cffferences on
franstation of foreign operations - - - - - 30,038 - - 30,036
Exchange losses transferred
to Income Statement on
disposal of operations - - - - - 22 - - 22
Actuanal gains on defined
benefit pension plans - - - - - - - 8,841 8,841
Eifective portion of changes
In far value of cash flow
hedges - - - - {990) - - - (990)
Tax relating to components
of other comprehenswve
Income - - - - 209 - - (2,304) (2,095)
Total other comprehensive
ncome and expense - - - - (781) 30,058 - 6,537 35,814
Drvctends paid - - - - - - - (45,473} (46,473)
Share-based payment
charge - - - - - - 3,845 - 3,845
Deferred tax on share-based
payment transactions - - - - - - 109 - 109
Excess tax deductions
related to share-based
payments on exercised
awards - - - - - - - 737 737
Purchase of Own shares™ - - (3,003) - - - - - (3,003)
Performance share plan
awards vested™ - - 3,234 - - - {5,712) - {2,478)
At 2 April 2016 37,965 23,608 (8,219} 185 (610} 75,387 (5831) 523855 646,340

* The presentation of the Hedging and Transtation reserves, which wore previousty netted, has bean armended to show the two reserves end thelr movements in the
year separately The comparatives have been adjusted to reflect this amended presentation Thera has been no impact on Shareholders' funds in ether year

= The purchase of Empioyee Benefil Trust shares/treasury shares and performance share plan awards vested were shown net in Own shares in pnor years as were
the share-based payments charge and performance share plan awards vested m Other reserves The prior year comparatve has been adiusted to show thase
gross amounts There has been no impact on Shareholders' tunds in erther year

Own shares are ordinary shares in Halma ple purchased by the Company and held to futfil the Company's obligations under the
Group's share plans At 2 Apnl 2016 the number of treasury shares held was 940,421 (2015 1,371,785) and the number of shares
held by the Employee Benefit Trust was 311,444 (2015 nil) The market value of Own shares was £11,417,000 (2015 £9,616,000}

The Translation reserve 1S used to record the difference ansing from the retranslation of the financial statements of foreign operations
The Hedging reserve 1$ used to record the portion of the curnulative net change in far value of cash flow hedging instruments that
are deemed to be an effective hedge

The Capital redemption reserve was created on repurchase and canceilation of the Company’s own shares The Other reserves
reprasent the prowsion for the value of the Group’s equity-settled share plans
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Consolidated Statement of Changes in Equity continued

Share Capital
Share  premium Own redempon  Hedging Translation Other  Retaned
captal  account shares raserve reserve’ reserve”  reserves  eamings Total
£000 £000 £000 £000 £000 £000 £000 £000 £000

Al 29 March 2014 37,902 22,778 {7,054) 185 123 14,240 {2,745) 420,571 486,000
Profit for tha year - - - - - - - 104,001 104,001
Other comprehensive INCome
and expense
Exchange differences on
transiation of foreign operations - - - - - 30,800 - - 30,800
Exchange losses transferred
to Income Statement on
disposal of operations - - - - - 189 - - 189
Actuanal losses on defined
benefit pension plans - - - - - - - (34,705) (34,795
Effective portion of changes in
far value of cash flow hedges - - - - I - - - 71
Tax relatng to components of
other comprehansive Incoms - - - - (23} - - 6,791 6,768
Total other comprehensive
income and expense - - - - 48 31,089 - {28,004) 3,133
Share options exercised 83 830 - - - - - - 893
Dmdends paid - - - - - - - (43,399) (43,399)
Share-based payment charge - - - - - - 3,828 - 3,828
Deferred tax on share-based
payment transactions - - - - - - 291 - 291
Excess tax deductions related
to share-based payments on
exercised awards - - - - - - - 1,044 1,044
Purchase of treasury shares™ - - {6.843) - - - - - (6.843)
Performance share plan
awards vested™ - - 5,447 - - (5,447) - -
At 28 March 2015 37,965 23,608 (8,450} 185 171 45,329 (4,073) 454,213 548,948

* Tha presentaton of the Hedging and Transtation reserves, which wers previously netted, has been amended to show tha two reserves and therr movements m
the year separately Thera has been no impact on Shareholders' funds in elther year

* The purchase of Employee Benefit Trust shares/treasury shares end performance share plan awards vested were shown net in Own shares In prior years as
were the share-based payments charge and performance share plan awards vested In Other reserves There has been no impact on Shareholders’ funds in

either year
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Consolidated Cash Flow Statement

53 weeksto 52 weeksto
2 Apnl 28 March
2016 2015
Notes £000 £000
Net cash inflow from operating activities 25 149,273 137,231
Cash flows from investing activities
Purchase of property, plant and equpment 13 (22,418) (22,164)
Purchase of computer software i2 (1,669) (1,021)
Purchase of other intang:bles 12 (535) {382)
Procesds from sale of property, plant and equpment 2,384 1,41t
Proceeds from sale of caprtalised development costs 166 -
Development costs capitalised 12 {8,579) {(7.213)
Interest received 217 134
Acguisiion of businesses, net of cash acquired 24 (202,575) (87,743)
Disposal of operations, net of cash disposed 29 907 4,248
Net cash used in investing activities {232,122} (112,730}
Financing activites
Dmadends paid (46,473) (43,399)
Proceeds from 1ssue of share capital - 8393
Purchase of Own shares {3,003) (6,843)
Interest pad {4,149) (3,118)
Loan arrangement fee paid {770) -
Proceeds from bank borrowings 25 74,788 68,962
Repayment of bank borrowings 25 (97,000) (35,341)
Proceeds on issue of loan notes 26 167,473 -
Net cash generated from/{used in) financing activites 90,866 {18,846)
Increase in cash and cash equivalents 25 8,017 5,655
Cash and cash equivalents brought forward 39,526 33,126
Exchange adjustments 1,884 744
Cash and cash equivalents carried forward 49,526 39,525
53 weeks to 52 weeks to
2 Apnl 28 March
2016 2015
Notes £000 £000
Reconciliation of net cash flow to movement in net debt
Increase in cash and cash equivalents 8,017 5,655
Net cash outflow/({inflow) from repayment/(drawdown) of bank bomowings 25 22,212 {33,621}
Proceeds from Issue of loan notes 26 {167,473) -
Net debt acquired - (488)
Loan notes issued in respect of acquisitions® {288} {657)
Loan notes repaid in respect of acquistions® 367 2,731
Exchange adjustments (8,659) {38}
{145,824) (26,398)
Net debt brought forward {100,894) {74,496)
Net debt camed forward (246,718) {100,894}

' Qf the £657,000 loan nates ssuad n the pror year £367,000 was converted at par into cash on 17 July 2015 New loan notes were Issued totaling £288,000 on

15 Aprl 2015, B July 2015 and 30 November 2015 in respect of the acquisibon of Advanced

Bectronics Limited m the prior year These loan notes, which attract

nterest at 1% &re convertible into cash at par on each anniversary of the acquistion date untd 14 May 2019 A further £336,000 of loan notes outstanding at the

balance sheet date were converted at par nto cash post year-end on 14 May 2016
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Accounting Policies

BASIS OF ACCOUNTING

The financial statements have been prepared in accordance with Intemational Financial Reporting Standards (FRS) adopted for use in
the European Union (EU) and therefore comply with Article 4 of the EU |AS legislation and with those parts of the Companies Act 2006
that are applicable to companies reporting under IFRS The financial statements have also been prepared in accordance with IFRS
and International Financial Reporting Interpretations Committee (IFRIC) interpretations ssued and effective at the tme of prepanng

these accounts

The principal Group accounting policies are explained below and have been applied consistently throughout the years ended
2 Aprl 2016 and 28 March 2015 other than those notad below

The Group accounts have been prepared under the historical cost convention, except as described below under the heading
‘Denvative financia! Instruments and hedge accounting’

NEW STANDARDS AND INTERPRETATIONS NOT YET APPLIED
At the date of authonsation of these financial statements, the following Standards and interpretations that are potentially relevant to the
Group, and which have not been applied in these financial staternents, were in 1ssue but not yet effective (and in some cases had not

yet been adopted by the EU)

» IFRS 9 *Financial Instruments Classificatron and measurement’ — efiective for accounting penods beginring on or after
1 January 2018

« IFRS 15 ‘Revenue from Contracts with Customers’ — effective for accounting pencds beginruing on or after 1 January 2018

+ IFRS 16 'Leases’ - sffective for accounting penods beginning on or after 1 January 2019

« IFRS 10 and IAS 28 {amended) ‘Sale or Contnbution of Assets between an Invastor and its Asscciate or Joint Venture' — effective
for accounting periods beginning on or after 1 January 2016

s [AS 16 and IAS 38 (amended) ‘Clarfication of Acceptable Methods of Depreciation and Amortisation’ — effective for accounting

perniods beginning on or after 1 January 2016

Annual improvements 2012-2014 Cycle — effectve for accounting periods beginning on or after 1 January 2016, specrfically

amendments to IAS 34 ‘intenm Financial Reporting’

Amendments to IAS 1 - effective for accounting periods beginning on or after 1 January 2016

Amendments 1o IAS 27 ‘Equity Method in Separate Financial Statements' - applicable for accounting periods beginning on or

after 1 January 2016

« Amendments to IFRS 11 *Accounting for Acquisitions of Interests in Joint Operations’ — applicable for accounting penods beginning
on or aiter 1 January 2016

The Directors anticipate that the adoption of these Standards and Interpretations in future perods will have no matenal impact
on the financial statements of the Group except for IFRS 9 'Financial Instruments’, which wll introduce a number of changes in
the presentation of financal instruments, IFRS 15 ‘Reverue from Contracts with Customers’, which may change the timing of
revenue recognition for some companies within the Group, and IFRS 16 ‘Leases’, which will bnng a significant portion of the
Group's operating leases on balance sheet

NEW STANDARDS AND INTERPRETATIONS APPLIED FOR THE FIRST TIME

The following Standards with an effective date of 1 January 2015 have been adopted without any signiicant impact on the amounts
reported In these financial statements

» 1AS519 (amended) ‘Defined Benefit Plans Employee Contnbutions’

» Annual Improverments 2010-2012 Cycle, specfically amendments to IFRS 2 ‘Share Based Payments' and IFRS 8

'‘Operating Segments’
« Annual Improvements 2011-2013, specifically amendments to IFRS 3 '‘Business Combinations' and IFRS 13 ‘Far Value

Measurement’
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KEY ACCOUNTING POLICIES
Below we set out our key accounting policies, with a list of all other accounting policies thereafter

Gomg concem

The Directors have, at the time of approving the financial statements, a high level of confidence that desprte the current economic
uncertainty the Company has the necessary quid resources to meet its liabities as they fall due and will be able to sustain its business
model, strategy and operations and remain solvent for the foreseeable future Thus, the Directors continue to adopt the going concemn
basis in preparng these financial statements Further detail 1s contained on page 68

Business combinations and goodwill
Business combinations are accounted for using the acquisiion method as at the acquistion date, which 1s the date on which control
1§ transferred to the Group The Group measures goodwiil at the acquistion date as

= the far value of the consideration transferred, plus

= the recogrused amount of any non-controlling interests in the acguires, plus

« the far value of the existing equity interest in the acquiree, less

*» the net recognised amount {generally far value) of the identifiable assets acquired and llabities assumed

Costs related to the acquisition, other than those associated with the issue of debt or equity secunties, are expensed as incurred
Any contingent consideration payable may be accounted for as erther

a) Consideration transferred, which 1s recognised at far value at the acquisiton date If the contingent purchase consideration 1s
classified as equity, 1t 1S not remeasured and settlement 1s accounted for within equity Otherwise, subseguent changes to the
far value of the contingent purchase consideraticn are recognised in the Consolidated Income Staternent, or

bt} Rermuneration, which 1s expensed in the Income Statement over the associated period of service An indicator of such treatrent
includes when payments to employees of the acquired company are contingent on a post-acquisition event, but may be
automatically forfeted on termination of employment

For acquisitions between 4 April 2004 (the date from which the financial statements were reported under IFRS) and 2 April 2010,
goodwill represents the difference between the cost of the acquisition, ncluding acquisition costs and the far value of the net
identfiable assels acquired Goodwill 1s not amortised, but s tested annually for smpairment

Goodwill 1s recognised as an intangible asset in the Consolidated Balance Sheet Goodwill therefora iIncludes non-identified

intangrble assets including busmess processes, buyer-specific synergies, know-how and workforce-related industry-specific knowledge
and technical skills Negative goodwill ansing on acquisitions would be recognised directly in the Consolidated Income Statement

On closure or disposal of an acquired business, goodwill would be taken into account In determining the profit or loss on closure

or disposal

As permrted by IFRS 1, the Group electad not to apply IFRS 3 'Business Comtinations’ to acguisitions prior to 4 April 2004 in its
consalidated accounts As a result, the net book value of goodwill recognised as an intangible asset under UK GAAP at 3 Apnl 2004
was brought forward unadjusted as the cost of goodwill recognised under IFRS at 4 April 2004 subject to imparment testing on that
date, and gocdwill that was wrtien off to reserves prior to 28 March 1998 under UK GAAP will not be taken into account n determining
the profit or loss on disposal or closure of previously acquired businasses from 4 Apnl 2004 onwards

Halma plc Annuat Report and Accounts 2016 109

1HOJ3Y J1D31vHLS

JONVYNHIAQD

SINIWILYLS TIONYNIZ



Accounting Policies continued

Intangible assets
(a) Product development costs
Research expenditure 1s written off in the financial year in which 1t is mcurred

Development expendrture 1s wntten off in the financal year in which 1t 1s incurred, unless 1t relates to the development of a new or

substantially improved product, 1s mcurred after the technical feasibility and economic wiability of the product has been proven and the
decision to complete the development has been taken, and can be measured relably Such expenditure 1s caprtakised as an intangible
asset in the Consolidated Balance Sheet at cost and 1s amortised through the Consolidated Income Statement on a straight-ine basis

over its estimated economic life of three years

(b} Acquired intangible assets

An intangible resource acquired with a subsidiary undertaking 1s recogrised as an ntangible asset if it 15 separable from the
acquired business or anses from contractual or legal nghts, 1s expecied to generate future economic benefts and ts far value can
be measured reliably Acquired intangible assets, compnising trademarks and customer relationships, are amortised through the
Consolidated Income Statement on a straight-line basts over ther estimated economic ves of between three and thiteen years

Pensions
The Group makes contnbutions 1o various pension plans, covenng the majonty of is employees

For defined benefit plans, the asset or hability recorded in the Consclidated Balance Sheet 1s the diference between the far value of the
plan’s assets and the present value of the defined obligation at that date The detined benefit obligation s calculated separately for each
plan on an annual basis by Independent actuanes using the projected unit credit method

Actuanal gains and losses are recogrised in full in the penod in which they oceur, and are taken to other comprehensive income

Current and past service costs, along with the impact of any settlements or curtaiments, are charged to the Consolidated tncome
Statement The net interest expense on pension plans’ habilities and the expected return on the plans’ assets IS recognised within

finance expense in the Consolidated Income Statement
Contributions to defined contnbution plans are charged to the Consolidated Income Statement when thay fall due

CRITICAL ACCOUNTING JUDGEMENTS AND KEY SOURCES OF ESTIMATION UNCERTAINTY

The preparation of Group accounts in conformity with IFRS requires the Directors to make judgements, estimates and assurnptions that
affect the application of policies and reported amounts of assets and habilties, mcome and expenses The estimates and associated
assumptions are based on histoncal expenences and various other factors that are believed to be reasonable under the crcumstances,
the results of which form the basis ot making judgements about carmying values of assets and liabilities that are not readily apparent
from other sources Actual resutts may differ from these estimates

The following four areas of key estimation uncertainty and criical accounting judgement have been dentified as having significant nsk
of causing a matenal adjustment to the camrying amounts of assets and habilities in the next financial year
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Cntical accounting jJudgements

Goodwill impairment

Determining whether goodwill iIs imparred requires an estimation of the value in use of cash generating units (CGUS) to which goodwill
has been allocated In turn, the value in use calculatton Invoives an estimation of the present value of future cash fliows of CGUs The
future cash flows are based on annuat budgets, as approved by the Board, to which the management’s expectation of market-share
and long-term growth rates are appled The present value i1s then calculated based on management's judgement of future discount
rates The Board roviews these key assumptions {market-share, long-term growth rates, and dhiscount rates) and the sensitamty analysis
around these assumptions Further details are provided in note 11

Intangible assets

IFRS 3 (revised) ‘Business Combinations’ requires that goodwill ansing on the acquisition of subsidianes 1s capitalised and included
in intangible assets IFRS 3 {revised) also requires the dentification and valuatron of other separabie intangible assets at acquistion
The assumptions involved in valuing these intangible assets require the use of estmates and judgements

1AS 38 ‘Intangible Assets’ requires that development costs, ansing from the apphcation of research findings or other techrical
knowledge to a plan or design of a new or substantially improved product, are capitalised, subject to certan cntena being met
Determining the techmical feasibiity and estimating the future cash flows generated by the products in development requires
judgements which may differ from the actual cutcome

The estrmates and judgements made in relation to both acqurred intangible assets and capitalsed development costs, cover future
growth rates, expected inflation rates and the discount rate used

Key sources of estimation uncertainty

Contingent consideration

Determining the value of contingent consideration recognised as part of the acquisition of subsidianes regures assumptions

to determine the expected performance of the acquired business and the amount of contingent consideration that will therefore
become payable Intial estimates of expected performance are made by the Directors responsible for completing the acquisition

and form a key component of the financial due diigence that takes place pnor to completion Subsegquent measurement of contingent
consideration 1s based on the Diractors’ appraisal of the acquired business’ performance in the post-acquisition penod with any
required adjustmernts 1o the amount payable recognised in the Consolidated Income Staternent as required under IFRS 3 Further
details are provided i note 24

Defined benefit pension plan lrabiiities

Detarmining the value of the future defined benefit obligation requires judgement in respect of the assumptions used ta calculate
present values These includs fiuture mortality, discount rate and inflation  Management makes these judgements in consultation with an
independent actuary Details of the jJudgements made in calculating the defined benefit obligation are disclosed in note 28

OTHER ACCOUNTING POLICIES

Basis of consohidation

The Group accounts inciude the accounts of Halma plc and all of its subsichary comparues made up to 2 Apnl 2016, adjusted to
eliminate intra-Group transactions, batances, income and expenses The results of subsidiary companies acquired or discontinued
are ncluded from the month of ther acquisition or to the month of ther discontinuation
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Accounting Policies continued

Investments in associate

An associate Is an entity over which the Group Is In a position to exercise significant influence, but not control or jont control, through
participation in the financial and operating policy decisions of the investee Signricant influence 1s the power to participate in the financial
and operating policy decisions of the Investes but without control or joint control over those policies

The results and assets and habilties of the associate are incorporated in these financial statements using the equity method of
accounting Investments i associate are camed in the Consolidated Balance Sheet at cost as adjusted by post-acquisition changes in
the Group's share of the net assets of the associate, less any iImpaiment in the value of indwidual investments Losses of an associate
in excess of the Group's Interest in that associate (which includes any long-term interests that, in substance, form part of the Group's
net investment in the assocrate) are recognised only to the extent that the Group has incurred legal or constructive obligations or made
payments on behalf of the asseciate

Any excess of the cost of acquisition over the Group's share of the far values of the identdfiable net assets of the associate at the date
of acquisiiton 1s recognised as goodwill The goodwill is included within the camying amount of the investment and 1s assessed for
imparment as part of that investment Any deficiency of the cost of acquisition below the Group's share of the farr values of the
identfiable ret assets of the associate at the date of acquisition (te discount on acquistion) is credited m profit or loss in the year

of acquisition

Where a Group company transacts with an associate of the Group, profits and losses are eiminated to the extent of the Group’'s
Interest in the relevant associate Losses may provide evidence of an impairment of the asset transferred in which case appropriate
provision 1s made for Impairment

Other intangible assets

{a) Computer software

Computer software that 1s not integral to an tem of property, plant or equpment 15 recognised separatsly as an intangible asset, and
1s amortised through the Consolidated Income Staternent on a straight-line basis over s estimated economic e of between three

and five years

(b) Other intangibles
Other intangibles are amortised through the Consolidated income Statement on a straight-iine basis over their estimated economic ives

of betwean thres and five years

Impairment of non-current assets

All non-current assets are tested for Impairment whenever events or circumstances indicate that therr carrying value may be impaired
Addritionally, goodwilt and capitalised development expenditure refating to a product that 1s not yet in full production are subject to an
annual impairment test

An impairment loss 1s recognised In the Consolidated Income Statement to the extent that an asset’s carrying value exceeds its
recoverable amount, which represents the higher of the asset’s net realisable value and rts value In use An asset’s value in use
reprasents the present value of the future cash flows expected to be derved from the asset or from the cash generating unit t¢
which it relates The prasent value 1s calculated using a discount rate that reflects the current market assessment of the time
value of money and the risks specific to the asset concerned

Impairment losses recognised in previous penods for an asset other than goodwill are reversed if there has been a change in the
estimates used to determine the asset's recoverable amount, but only to the extent that the carmying amount of the asset does not
exceed 1ts carrying amount had no impatrment loss been recognised in previous penods Imparmment losses n respect of goodwill

are not reversed
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Segmental reporting

An operating segment 1S a distinguishable component of the Group that 1s engaged in business actvties from which it may earn
revenues and Incur expenses, and whose operating results are reviewed regularly by the Chist Operating Decision Maker {the Chuet
Executive) io make decisions about resources 1o be allocated 10 he segment and assess s perfcirnance, and for which discrete
financial information 1s avalable

Reportable segments are operating segments that ether mest the thresholds and conditions st out in IFRS 8 or are considered by the
Board 1o be appropriately designated as reportabla segments Segment result represents operating profits and includes an allocation
of Head Office expenses Segrnent result excludes tax and financing items Segment assets compnse goodwill, other Intangible assets,
property, plant and equipment (excluding land and buildings), nventones, trade and other recevables Segment habiltties compnse
trade and other payables, provisions and other payables Unallocated temns represent land and buldings, corporate and deferred
taxation balances, defined benefit plan habilities, contingent purchase consideration, all components of net cash/borrowings and
dervatve financial nstruments

Inventones

inventones and work 1n progress are included at the lower of cost and net realisable value Cost s calculated erther on a ‘first In,
first out’ or an average cost basis and includes direct matenals and the appropniate proportion of production and other overheads
considered by the Directors to be attrbutable to bnnging the inventories to tharr location and condrtion at the year end Net
realisable value represents the estimated selling price less all estimated costs to complete and costs to be incurred in marketing,
sefling and distnbution

Revenue

Revenus represents sales, less returns, by subsidiary companies to external customers excluding value added tax and cther sales
related taxes Transactions are recorded as revenue when the delivery of products or performance of services takes place in
accordance with the contracted terms of sale

Revenue on long-term contracts 1s recognised while the contracts are In progress Revenue rs recognised proportionally to the stage of
completion of the contract, based on the farr value of goods and services provided to date, 1akuing into account the sign-off of milestone
delivery by customers When it 1s probable that totaf contract costs will exceed total contract revenus, the expected loss is recognised
as an expense immedately

Adjusting tems

When rterns of ncome or expense or matenal and they are relevant to an understanding of the entity's financial performancs, they are
disclosed separately within the financial statements Such adjusting items include matenial costs or reversals ansing from acquistions
or disposals of businesses, including acquisttion costs, matenal creation or reversals of provisions related to changes in estimates for
contingent consideration an acquisitton, amortisation of acquired intangible assets, and other one-off tems that may anse

Taxation

Taxation comprises current and deferred tax Tax I1s recogrused in the Caonsolidated Income Statement except to the extent that it
relates to tems recognised directly in Shareholders’ funds, in which case it 100 15 recognised in Shareholders’ funds Current tax 1s the
expected tax payable on the taxable ncome for the year, using tax rates enacted or subsequently enacted at the balance sheet date,
along with any adjustment to tax payable in respect of previous years Taxable profit differs from net profit as reported in the
Consolidated Income Statement because it excludes items that are never taxable or deductible

Deferred tax 1s prowded on temporary differences between the carrying amounts of assets and labilties for financial reporting purposes
and the amounts used for taxation purposes and I1s accounted for using the balance sheet liability method, apart from the following
differences whuch are not provided for goodwill not deductible for tax purposes, the inial recogniion of assets or habilities that affect
nether accounting nor taxable profit, and ditferences relating to Investments in subsidianes to the extent they will probably not reverse in
the foreseeable future The amount of deferred tax provided s based on the expected manner of realisation or settiement of the carrying
amounts of assets and abilies, using tax rates and laws, which are expected to apply m the year when the liability 1s settled or the
asset 1s realised Deferred tax assets are only recognised 1o the extent that recovery 1s probable
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Accounting Policies continued

Foreign cumrencies
The Group presents is accounts In Sterling Transactions in foreign currencies are recorded at the rate of exchange at the date of

the transaction Mcnetary assets and liabities denominated in foreign currencies at the balance sheet date are reported at the rates
prevaiing at that date Any gamn or loss ansing from subsequent exchange rate movements 15 included as an exchange gain or loss
in the Consclidated Income Statement

Net assets of overseas subsidiary comparies are expressad In Sterling at the rates of exchangs ruling at the end of the financial yeer,

and trading resutts and cash flows at the average rates of exchangs for the financial year Goodwill arnsing on the acquisition of a foreign
business Is treated as an asset of the foreign ety and 15 translated at the rate of exchange ruling at the end of the financial year Exchange
gains or losses ansing on thesa transtations are taken to the Hedging and translation reserve within Shareholders’ funds

In the event that an overseas subsidiary Is disposed of or ¢losed, the profit or loss on disposal or closure will be determined after taking
into account the cumulative translation difference held within the Hedging and translation reserve attnbutable to that subsichary As
permitted by IFRS 1, the Group has efected to deem the Hedging and transtation to ba £nil at 4 Aprit 2004 Accordingly, the profit or
loss on disposal or closure of foreign subsidianes will not include any curency translation differences which arose before 4 Apnl 2004

Denvative financial instruments and hedge accounting
The Group enters Into denvative financial instruments to manage its exposure to foreign exchange rate nsk using forward exchange

coniracts Further details of dervatve financial mstruments are disclosed 1n note 26

Denvatve financial nstruments are classified as far value through profit and loss (held for trading) unless they are in a designated
hedge relationship

Dervatives are inttially recognised at far value at the date a denvative contract 15 entered into and are subsequently remeasured to

therr farr value at each balance sheet date The resulting gain or loss 15 recogrused in the Consolidated Income Statement, unless the
denvative 1s designated and effective as a hedging instrument, in which event the timing of the recogniion in the Consolidated Income
Statement depends on the nature of the hedge relavonship The Group designates certain dervatives as hedges of highly probable
forecast transachons or hedges of foreign currency nsk of firm commitments (cash fiow hedges), or hedges of net investments in foreign

operations

A dervatve with a posttive far value is recognised as a financial asset whereas a denvative with a negative fair value 1s recogrised as
a financial habiity A derwvative ts presented as a non-current asset or a non-current iabiity if the remaining maturity of the instrument
1s more than 12 months and it IS not expected to be realised or settled within 12 months Other denvatives are presented as current

assets or current iabilities
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Cash fiow hedge accounting
The Group designates certain hedging instruments as cash flow hedges

At the inception of the hedge relationship, the entity documents the relationship between the hedging instrument and the hedged rtem,
along with its nsk management abjectives and its strategy for undertakng various hedge transactions Furthermore, at the ncaption
of the hedge and on an ongong basis, the Group documents whether the hedging instrument has been or 1s expected to be highly
effective In offsetting changes in farr values or cash flows of the hedged Hem

Note 26 sets out detalls of the far values of the denvative instruments used for hedging purposes and the movements in the hadging
reserve In equity

The effectve partion of changes in the farr value of dervatives that are designated and qualify as cash flow hedgss 15 recognised
in other comprehensive income The gain or loss refating to the ineffective portion as a result of being over hedged 1s recogrised
immediately in the Consolidated Income Statemenit

Amounts previously recogrised in other comprehensive Income and accumulated in equity are reclassied to the Consolidated Income
Statement in the penods when the hedged rtem is recognised in the Consolidated Income Statement However, when the forecast
transaction that ts hedged results in the recogrution of a non-financial asset or a non-financial hability, the gains and losses previously
accumulated in equrty are transferred from eguity and included in the initial measurement of the cost of the non-financial asset or
non-financial labilty

Hedge accounting 1s discontinued when the Group revokes the hedging relationship, the hedging instrument expires or Is sold,
terminated or exercised, or no longer qualifies for hedge accounting Any gain or loss recognised in other comprehensive Income at that
time 1 accumulated in equity and 1s recogrised, when the forecast transaction is ultimately recognised, In the Conselidated Incorme
Statement When a forecast transaction s no longer expected to occur, the gam or loss accumulated in equity is recognised
immediately in the Consolidated Income Statement

Net investment hedge accounting

The Group uses foreign currency denominated borrowings as a hedge against the translation exposure on the Group’s net investment
In overseas companies Where the hedge 1s fully effective at hedging the vanability in the net assets of such companies caused by
changes in exchange rates, the changes in value of the borrowings are recognised in the Consolidated Statement of Comprehensive
Incorme and accumulated in the Hedging and translation reserve  The ineffeciive part of any changs in value caused by changes in
exchange rates 1s recognised in the Consolidated Income Staternent

Employee share plans
Share-based incentives are provided to smployees under the Group's share ingentive plan, the performance share plan and the
executive share plan

(a) Share incentive plan

Awards of shares under the share incentive plan are made to qualifying employees depending on salary and service critena The shares
awarded urider this plan are purchased in the market by the plan's truslees at the time of the award, and are then held In trust for a
minimum of three years The costs of this plan are recognised in the Consolidated Income Staternent over the three year vesting period
of the awards
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Accounting Policies continued

(b) Performance share plan
Awards under this plan are partly equrty-settied and partly cash-settled Grants were subjact 1o both market-based and

non-market-based vesting critena  No further grants will be made under this plan

The far value of the equrty-settled portion at the date of grant is established by using an appropniate smutaton method to reflect
the likelihood of market-based performance conditions being met The fair value 1s charged to the Consolidated Income Statemnent
on a straight-ine basis over the three year vesting period, with appropriate adjustments being made dunng this perod fo reflect
expected and actual forfeitures ansing from the non-market-based performance conditions only The corresponding credit is to

Shareholders' funds

(c) Executive share plan
Dunng the year ended 2 April 2016, Halma plc introduced the Executive Share Plan, iIn which executive Directors and certain senior
employees participate Grants under this Plan are in the form of Performance Awards or Deferred Share Awards

Performance Awards are subject to non-market-based vesting crmtena, and Deferred Share Awards are subject only to continuing
servce of the employes Share awards are equity settled The fair value of the awards at the date of grant, which is estimated to be
equal to the market value, 1s charged 1o the Consolidated Income Statement on a straight-hne basis over the vesting pened, with
appropnate adjustments beng made during this penod to refiect expected and actual forfeitures The comesponding credit is to
Sharsholders’ funds

(d) Cash settled
For cash-settlied awards, a ability equal to the portion of the services receved 1s recognised at the current far value determined at each

balance sheet date

Provisions
Provisions are recognised when the Group has a present obligation {legal or constructive) as a result of a past event, n 1s probable that
the Group will be required to settie that obligation and a reliable estimate can be made of the amount of the obligation

Thie amount recognised as a provision Is the best estimate of the consideration required to settle the present obligation at the balance
sheet date, taking into account the nsks and uncertamtiss surrounding the cbligation Where a prowision is measured using the cash
flows estimated to settle the prasent obhgation, its carrying amount 1s the present valug of the cash flows

When some or all of the economic benafits required 10 sattls a provision are expected to be recovered from a third party, a receivable
15 recognised as an asset if i 1s virtually certain that reimbursement will be recerved and the amount of the receivable can be

measured rehably

Deferred government grant income

Govermment grant ncome that 1s hnked to capital expenditure 1s deferred to the Consclidated Balance Sheet and credited to the
Consolidated Income Statement over the Iife of the related asset In addtion, the Group clams research and development expenditure
credits ansing on qualifying expenditure in its UK-based subsidianies and shows these 'above the ling" in Operating profit Where the
credits anse on expenditure that 1s capitalised as part of Internalty generated caprtalised development costs, the income 1s deferred to
the Consolidated Balance Sheet and credited to the Consolidated Income Statement over the Iife of the related asset in ine with the

policy stated above
Operating profit

Operating profit is stated after charging restructunng costs but before the share of results of associates, profit or loss on disposal
of operations, finance income and finance costs

116 Halma plc Annual Report and Accounts 2016




Cash and cash equivalents
Cash and cash equivalents comprise cash balances, deposts with an iitial maturity of less than three months, and bank overdrafts
that are repayable on demand

Dividends
Dridends payable to the Company’s shareholders are recognised as a liability n the penod in which the distnbution ts approved by
the Company's shareholders

Property, plant and equipment

Property, plant and equipment is stated at histoncal cost less provisions for impairment and depreciation which, with the exception
of freghold land which i1s not depreciated, 15 provided on a straight-line basis over each asset's estimated economic life The pnncipal
annual rates used for this purpose are

Freehold property 2%
Leasehold properties

Long leases (more than 50 years unexpired) 2%
Short leases (less than 50 years unexpired) Penod of lease
Plant, equipment and vehicles 8% to 33 3%
Leases

Leases that confer nghts and obligations similar to those that attach to owned assets are classified as finance leases, of which the
Group has none All other leases are classified as operating leases

Operating lease rentals, and any incentives recenvable, are charged to the Consolidated Income Statement on a straight-line basis
over the lease term
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Notes to the Accounts

1 SEGMENTAL ANALYSIS

Sector analysis

The Group has four reportable segments (Process Safety, Infrastructure Safety, Medical, and Environmental & Analysis),

which are defined by markets rather than product type Each segment includes businesses with similar operating and marketing
charactenstics These segments are consistent with the interal reporting as reviewed by the Chief Executive

Segment revenue and results

Revaenue

{all continuing operations)

53 weeksto 52 weekstio

2Apnl 28 March

2016 2015

£000 £000

Process Safety 155,467 158,372
Infrastructure Safety 264,843 234,063
Medical 198,715 169,333
Environmental & Analysis 188,928 164,412
Inter-segmental sales {148} (46}
Revenue for the year 807,805 726,134

Inter-segmental sales are charged at prevailing market pnces and have not been disclosed separately by segment as they are not
considered matenal Revenue denved from the rendenng of services was £25,134,000 (2015 £22,022,000} All revenue was otherwise

denved from the sale of products

Profit
{al continuing operations)

53 weeksto 52 weeksto

2 Apnl 28 March
2016 2015
£000 £000
Segment profit before allocation of adjustments*
Process Safety 39,567 44772
Infrastructure Safety 56,167 49,992
Medical 51,695 45,385
Environmental & Analysis 34,527 27,403
181,946 167,552
Segment profit after allocation of adjustments®
Process Safety 36,095 40,280
Infrastructure Safety 50,965 49,685
Medical 34,747 31,881
Environmental & Analysis 30,413 25,699
Segment profit 152,220 147,545
Central admimstration costs {8,880) (8,988)
Net finance expense {7,052) {4,946)
Group profit before taxation 136,288 133,611
Taxation (27,447) {29,610)
Profit for the year 108,841 104,001

* Adustments include the amortisation of acquired intangible assets acqusition items, and profit or loss on disposal of operations
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1 SEGMENTAL ANALYSIS continued

The accounting pobcies of the reportable segments are the same as the Group's accounting policies Acquisition transaction costs,
adustments to contingent consideration and release of far value adjustmants to Inventory (collectively ‘acquisiion items’) are
recognised in the Consolidated Income Statement Segment profit, before these acquisition tems and the other adjustments, 1s
disclosed separately above as this 1$ the measure reported to the Chief Executive for the purpose of allocation of resources and
assessment of segment performance

These adjustments are analysed as follows

53 weeks to 2 April 2016
Acquisition items
Total
Amortisation felease of amortisation
of acquired Adjustments fairvalue chargeand Disposal of
intangible Transaction to contingent adjustments acquisition operations
assets costs consideration  to inventory items {note 29) Total
£000 £000 £000 £000 £000 £000 £000
Process Safety (3,462) - - - {3,462) - {3,462)
Infrastructure Safety (2,398) {1,101) 827) {842) {5,168) (34) {5,202)
Medical {13,018) {2,926) (826) {768) {17,538) 590 {16,948)
Environmental & Analysis {4,225) - 11 - {4,114) - (4,114)
Total Segment & Group (23,103) {4,027) {1,542) (1,610) (30,282) 556 (29,726)
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The transaction costs arose mainly on the acquisitions (see note 24) of Value Added Solutions, LLGC (VAS), Firetrace USA, LLC
{Firetrace), Visioretncs, S L (Visiometncs), and CenTrak Inc {CenTrak}, which were acquired on 19 May 2015, 5 Qctober 2015,
16 December 2015 and 3 February 2016 respectvely

The £827,000 charge in the Infrastructure Safety sector related to a revision in the estmate of the remaining contingent consideration
payable on Advanced Electronics Limted {Advanced) acquired in the prior year The £826,000 charge in the Medical sector related to
exchange differences ansing on the revaluation of Visiometnc's contngent consideration which is denommnated in Euros The remaining
£111,000 credit to contingent consideraion related to a revision 1n the estimate of the remaning payable on a pnor year acquistion
{ASL) from £197,000 to £86,000

The release of fair value adjustments to inventory anses from revaluing the inventonies of Firetrace and CenTrak at acquistion

The £590,000 profit on disposal in the Medical sector relates to the disposal of 8 8% of the Group's ownership interest in Optomed Oy
on 26 August 2015 See notse 29 for further detals The £34,000 loss on disposal of operations relates to warranty clams ansing on the
Monitor disposal in the prior year

52 weeks to 28 March 2015
Acquisttion tems
Total
Amortisation Release of amortisation
of acquired Adjustments fair vatue charge and Disposal of
ntangible Transaction  to contingent adjustments acquisfion aperations
assets costs  consideration to inventory tems (note 29) Total
£000 £000 £000 £000 £000 £000 £000
Process Safety {3.026) (928) - (538} (4,492) - {4,492
Infrastructure Safety (765) {486) (102) (130} (1,483} 1,076 (407}
Medical {12,156) 21) {1,581) - (13,758} 354 {13,404)
Ermvironmental & Analysis {4,007} - 2,303 - (1,704) - (1,704)
Totat Segment & Group (19,954) {1,435) 820 (668) {21,437) 1,430 (20,007)

The transachen costs arose mainly on the acquisitions of Rohrback Cosasco Systems Inc {RCS), Advanced and Plasticspritzerer AG,
which were acquired in the pnor year The charge of £1,581,000 to contingent consideration related mamty to a revision in the estimate
of the remaining MST payable from US$6,504,000 to US$9,061,000 The £2,303,000 credit to contingent consideration retated to a
revision In the estimate of the remaining ASL payable from £2,500,000 to £197,000 The release of far value adjustments to inventory
arose from revaluing the inventones ot RCS and Advanced at acquistion
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Notes to the Accounts continued

1 SEGMENTAL ANALYSIS continued
Segment assets and habilities

Assets Liabildies
2 April 28 March 2 April 28 March
Batore goodwil, interest in associate and acqured intangble assets 2016 2015 2016 2015
are allocated to speciic segment assetsAlabiities £000 £000 £000 £000
Process Safety 66,582 65,141 18,104 21,842
Infrastructure Safaty 122,093 97,424 43,761 33,112
Medical 90,177 62,981 38,186 23,947
Environmental & Analysis 81,726 72,598 31,237 26,288
Total segment assets/habilities excluding goodwill, interest in associate
and acquired intangible assets 360,578 298,145 132,288 105,189
Goodwill 544,259 406,190 - -
Interest in assocate 3,722 4,236 - -
Acquired intang:ble assets 204,095 119,541 - -
Total segment assets/liabilities including goodwill, interest in associate
and acquired intengible assets 1,112,654 828,112 132,288 105,189
Assets Liabiities
2 Apni 28 March 2 Apnl 28 March
After goodwill, interest In associate and acquired intangible assets 2016 2015 2016 2015
are allocated to specific segment assets/iabilties £000 £000 £000 £000
Process Safety 156,351 154,677 19,104 21,842
Infrastructure Safety 283,189 19,701 43,761 33,112
Medical 468,763 286,990 38,186 23,947
Environmental & Analysis 204,351 194,744 31,237 26,288
Total segment assets/habllities including goodwill, interest in associate
and acquired intangible assets 1,112,654 828,112 132,288 105,189
Cash and bank balances/bormowings 53,038 41,230 300,656 142,124
Dervative financial instruments 1,131 1,069 2,196 636
Other unallocated assets/liabilties 97,183 72,122 183,436 145,636
1,264,916 942,533 618,576 393,585

Total Group

Segment assets and labilities, excluding the allocation of goodwill, interest In associate and acguired ntangible assets, have been
disclosed separately above as this 1s the measure reported to the Chiet Executive for the purpose of monitoring segment performance
and allocating resources between segments Other unallocated assets include land and buildings and tax assets, and unallocated
llabilies include contingerit purchase consideration, retirament bensfit obligations and tax labilities

Other segment information

Additions to Depreciation and

non-current assets amortisation

2 April 28 March 2 April 28 March

2016 2015 2016 2015

£000 £000 £000 £000

Process Safety 4,480 71,846 7,651 6,743
Infrastructure Safety 70,542 28,995 9,806 8,490
Medical 168,172 13,403 17,367 15,509
Environmental & Analysis 8,645 5,499 9,336 9,708
Total segment additions/depreciation and amorisation 251,839 119,743 44,160 40,450
Unallocated 700 513 738 461
Total Group 252,539 120,256 44,898 40,911
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1 SEGMENTAL ANALYS{S continued

Non-current asset additions compnse acqured and purchased goodwil, other intangible asseis and praperty, plant and equipment

An impaiment loss of £nil was recognised duning the year (2015 £236,000 within Environmental & Analysis)

Geographic mformation

The Group's revenue from external customers (by location of customer) and its non-current asseis by geographic location are

detalled below

Revenue by destination Non-current assets
53 weeks to 52 weeks to

2 April 28 March 2 Aprit 28 March
2016 205 2016 2015
£000 £000 £000 £000
Unned States of Amenca 272,933 223,374 527,903 337,278
Manland Europe 179,290 167,363 203,646 151,805
Unted Kingdom 144,821 138,312 111,697 112,550
Asia Pacific 124,992 116,842 33,002 33,750
Afnca, Near and Middle East 55,712 44,037 - -
Other countres 30,057 36,206 48 37
807,805 726,134 876,296 635,420

Non-current assets compnse goodwill, other intangible assets, interest in associate and property, plant and equiprment

Information about major customers

No single customer accounts for more than 2% of the Group’s revenue

2 EARNINGS PER ORDINARY SHARE

Basic eamings per ordinary share are calculated using the weighted average of 378,412,359 shares in 1ssue dunng the year (net

of shares purchased by the Company and held as Own shares) (2015 378,328,541) Diluted sarmings per ordinary share are calculated
using the weighted average of 378,412,359 shares (2015 378,475,804}, which includes diutve potential ordinary shares of il (2015
147,263) Dilutive potential ordinary shares were calculated from those exercisable share options where the exercise pnce 1S less than

the average price of the Company’s ordinary shares dunng the year

Adjusted earrings are calculated as sarmungs from continuing operations excluding the amortisation of acquired ntangible assets,
acquisition items, profit or loss on disposal of operations, end the associated taxation thereon The Ovectors constder that adjusted
earnings reprasent a more consistent measure of underying performance A reconciliation of earmings and the effect on basic earnings

per share figures 1s as follows

Per ordinary share

S53weeksto S52weeksto S53weeksto  S2weeksto

2 Apni 28 March 2 April 28 March

2016 2015 2016 2015

£000 £000 pence pence

Earnings from continuing operations 108,841 104,001 2876 27 ag

Amortisation of acquired mtangible assets {after tax) 16,102 74,121 426 373

Acquisihon transaction costs {after tax) 2,941 1,423 0.78 038

Release of farr value adustments to inventory (afier tax) 998 474 0.26 013

Adjustments to contingent consideration (after tax} 1,315 (1,162) 0.35 {0 31)

Profit on disposal of operations (after tax) (556) (945) (0.15) {0 25)

Adjusted eamngs 129,641 117,912 34.26 3117
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Notes to the Accounts continued

3 NON-GAAP MEASURES

The Board uses certan non-GAAP measures to help it effectively monitor the performance of the Group These measures include
Return on Total Invested Capital, Return on Capital Employed, Organic growth at constant currency, Adjusted operating profit and

Adjusted operating cash flow
Return on Total Invested Capital
2 Apnl 28 March
2016 2015
£000 £000
Post-1ax profit before adjustments* 129,641 117,912
Total shareholders’ funds 646,340 548,948
Add back retirement benefit obligations 52,323 66,790
Less associated deferred tax assets {9,619} {13,085)
Cumulative amortisation of acquired intangible assets 112,478 83,958
Historical adjustments to goodwill*® 89,549 89,549
Total Invested Caphtal 891,071 776,160
Average Total Invested Capital 833,616 721,255
Retum on Total Invested Capital (ROTIC) 15.6% 16 3%
Retum on Capital Employed
2 Apnl 28 March
2016 2015
£000 £000
Operating profit before adjustments®, but after share of results of associate 173,068 158,564
Computer software costs within intangible assets 3,215 2,835
Caprtalised development costs within intangible assets 23,540 15,865
Other intangibles within intangible assets 203 450
Property, plant and equipment 96,562 86,303
Inventenes 105,318 79,734
Trade and other recenvables 183,618 156,464
Trade and other payables (122,791) (102,717)
Current provisions (4,437) {11,746}
Net tax Labilties (14,968) (12.385)
Non-current trade and other payables {10,153) (3,756}
Non-current provisions (18,510) (1,549)
Add back contingent purchase consideration 17,075 9,650
Capial Employed 259,373 219,148
Average Capital Employed 239,261 204,428
72.3% 77 6%

Retumn on Capital Employed (ROCE)

*  Adjustments inciude the amortisation of acquired intangible assets, acquistion tems, and profit or loss on disposal of operations

** Includes goodwill amortised prior to 3 Aprl 2004 and goodwill taken to reserves
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3 NON-GAAP MEASURES continued

Organic growth

Organic growth measures the change in revenue and profit from continuing Group operations At the year end, the method for
calculating organic growth was changed The revised method equalises the effect of acquisitions by

i remowving from the year of acquiston ther entire revenue and profit before taxation, and
1 n the following year, removing the revenue and profit for the nurmber of months equivalent to the pre-acquistion penod in the prior year
The resuftant effect s that the acquisiions are removed from crganic results for one full year of ownership

The results of disposals are removed from the pnor penod reported revenue and profit before taxation The effects of currency changes
are removed through restating the current year revenus and profit before taxation at the prior year exchange rates Orgaruc growth at
constant currency has been calculated as follows

Adjusted profit*

Revenue betfore taxation
53 weeks to 52 weoks to 53 weeksto 52 weseksio
2 Apnl 28 March 2 April 28 March
2016 2015 2018 2015
£000 £000 % growth £000 £000 % growth
Continuing operations 807,805 726,134 166,014 153,618
Acquired and disposed revenue/profit (27,070) (1,124) (4,376) 64
Orgamic growth 780,735 725,010 77% 161,638 153,682 52%
Constant currency adustment {14,466) (2,725) -
Organic growth at constant currency 766,269 725,010 57% 158,913 153,682 3.4%

* Adiustments include the amortisabion of acquired ntangible assets, acquisition tems, and profit or loss on disposal of operations

Adjusted operating profit
S53weeksto 52 weeksto
2 Apnl 28 March

2016 2015
£000 2000
Operating profit 142,943 137,063
Add back
Acqusition rterns 7,179 1,483
Amortisation of acqurred Intangible assets 23,103 19,954
Adjusted operating profit 173,225 158,600

Adjusted operating cash flow
53 weeksto 52 weeksto

2 Apnl 28 March

2016 2015

£000 £000
Net cash from operating activities {note 25) 149,273 137,231
Add back
Taxes paid 27,186 30,824
Proceeds from sale of property, plant and equipment 2,364 1,411
Proceads from sale of captaised development costs 166 -
Share awards vested not settled by own shares* 2,478 -
Less
Purchase of property, plant and equipment {22,418) (22,164)
Purchase of computer software and other intangibles {2,204) {1,403)
Development costs capialised (8,579) (7.213}
Adjusted operating cash flow 148,266 138,686
Cash conversion % (adjusted operating cash flow/adjusted operating profit) 86% 87%

* Ses Consolideted Statement of Changes in Equity
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Notes to the Accounts continued

4 FINANCE INCOME

S3weeksto 52 weeksto
2 April 28 March
2016 2015
£000 £000
Interest recevable 217 134
Farr value movement on dervative financial instrurnents - 33
217 167
5 FINANCE EXPENSE
53weeksto 52 weeksto
2 Apni 28 March
2016 2015
£000 £000
Interest payable on borrowings 4,104 3,090
Amortisation of finance costs 561 530
Net interest charge on pension plan habilities 2,013 1,419
QOther mterest payable 45 28
6,723 5,067
Fair valus movement on denvative financial instruments 508 -
Unwinding of discount on provisions 38 46
7,269 5,113
6 PROFIT BEFORE TAXATION
Profit before taxation compnses
S3weeksto 52 wesks to
2 Apni 28 March
2016 2015
£000 £000
Ravenue 807,805 726,134
Direct matenals/diract labour {290,650) (257,231}
Production overhead (95,218) {85,641)
Seling costs {107,854) {98,788)
Distnbution costs (17,059) {15,868)
Administrative expenses {154,081) {131,543)
Operating profit 142,943 137,063
Share of results of associate (159) 64
Profit on disposal of operations 556 1,430
Net finance expense {7,052} (4,946)
Profit before taxation 136,285 133,611

Included within administrative expenses are the amortisation of acquired intanglble assets, transacton costs and adjustments to
contingent conslderation The release of far value adjustmants to inventory 1s included in direct matenals/direct labour

124 Hatma plc Annual Report and Accounts 2016




€& PROFIT BEFORE TAXATION continued
S53weeksto 52 weeks to
2 Apnl 28 March
2018 2015
£000 £000
Profit before taxation is stated after
chargmg/(credtting)
Bepreciation 15,245 14,006
Amortisation 29,653 26,670
Impairment of internally generated capralised development costs - 236
Research and development® 32,651 27,394
Forergn exchange gain {1.673) (1,765}
Profit on disposal of operations (5586) {1,430
Profit on sale of property, plant and equipment and computer software {1,345) (590)
Cost of Inventones recognised as an expense 368,899 348,170
Statf costs (note 7} 225,636 199,763
Audrtor's remuneration Audtt services to the Company 201 162
Audtt of the Company’s subsidianes 756 641
Total audtt fees 957 803
Intenm agreed upon procedures 19 18
Tax comphance services 6 -
Tax advisory serices )y 133
Other services 18 1
Total non-audit fees 274 152
Audtt of Group pension plans 16 20
Total fees 1,247 975
Operating lease rentals Property 10,123 8,888
Cther 770 921
* Aturther £8,579,000 (2015 £7,213,000) of development costs has been capralised in the year See note 12
7 EMPLOYEE INFORMATION
The average number of persons employed by the Group (including Directors) by entity location was
53weeksto 52 weeks to
2 April 28 March
2016 2015
Number Number
Untted States of America 1,813 1,609
Mainland Europe 839 797
Unred Kingdom 1,885 1,895
Asia Pacrfic 948 1.011
Qther countnes 18 16
5,604 5,328
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Notes to the Accounts continued

7 EMPLOYEE INFORMATION continued
The average number of persons employed by the Group (including Directors) by employee location was

53weeksto 52 weeksto
2 April 28 March
2016 2015
Number Number
Unrted States of Amenca 1,802 1,491
Mainland Europe 815 770
United Kingdom 1,946 1,847
Asia Pacific 968 1,064
Cther countries 73 56
5,604 5,328

Group employee costs compnse
53weeksto 52 weeksto
2 Apnl 28 March
2016 2015
£000 £000
Wages and salanes 185,688 164,581
Social securtty costs 25,852 23,429
Pension costs {note 28) 8,213 7317
Share-based payment charge {ncte 23) 5,883 4,636
225,638 198,763

8 DIRECTORS' REMUNERATION

The remuneration of the Directors 1s et out on pages 82 to S0 within the Remuneration Report descnbed as being audted and forms

part of these financial statements

Directors’ remuneration compnses

53weeksto 52 weeks to

2 April 28 March

2016 2015

£000 £000

Wages, salanes and fees 3,165 3,063
Pension costs 12 12
Share-based payment charge 1,092 1,233
4,269 4,308
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9 TAXATION [
53 weeksto 52 weeksto
2 Apnl 28 March
2016 2015* [}
£000 £000 2
Current tax %
UK corporation tax at 20% (2015 219%) 9,003 8,397 z
Overssas taxation 25,014 24,851 !
Adjustments In respect of pnor years {3,422) {725)
Total current tax charge 30,685 33,623
Deferred tax
Ongination and reversal of tming differences {4,833) {4,075}
Adustments in respect of pnor years 1,595 162 1;1
Total deferred tax credit {3,238) {3,913) g
Total tax charge recognised in the Consolidated Income Statement 27,447 20,610 E
Reconciliation of the etfectve tax rate g
Profit befora tax 136,288 133,611 g
Tax at the UK corporation tax rate of 20% (2015 21%) 27,258 28,058 g
Overseas tax rate differences 9,970 7.562 «
Tax incentives, exemptions and credits {including patent box, R&D and High-Tech status) (5,964) (3.675)
Permanent differences (1,990} (1,772
Adjustments in respect of pnor years {1,827) (563)
27,447 29,610
Effectrve tax rate 20 1% 22 2%
" The comparatve has been restated for consistency with the cument year disclosure There is no change to the pnor year tax charge
83 weeksto 52 weeks to
2 April 28 March
2016 2015
£000 £000
Adjusted” profit before tax 166,014 153,618
Total tax charge on adjusted” profit 36,373 35,706
Effective tax rate 21.9% 23 2%
*  Adjustments inckude the amortisation of acqured intangible asssts, acquisibon tems, and profit or loss on disposal of operations
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Notes to the Accounts continued

9 TAXATION continued

In additon to the amount charged to the Consolidated Income Statement, the following amounts refating to tax have been recognised
directly in the Consolidated Statement of Comprehensive Income and Expendture

53weeksto 52 weoks to
2 April 28 March
2016 2015
£000 £000

Deferred tax {note 21)
Retirernent benefit obhgations 2,304 (6.791)
Short-terrn timing differences (209) 23
2,095 {6,768}

In addition to the amounts charged to the Consolidated Income Statement and the Consolidated Statemment of Comprehensive Income
and Expenditure, the following amounts relating 1o tax have been recogrised directly in equrty

53weeksfo 52 weeksto
2 April 28 March
2016 2015
£000 £000
Current tax
Excess tax deductions related to shara-based payments on exercised awards 737 1,044
Deterred tax {note 21}
Change in estimated excess tax deductions related to share-based payments 109 23
846 1,335
10 DIVIDENDS
Per ordinary share
53weeks 10 52 weeksto S3Iweeksto 52 weeksto
2 April 28 March 2 April 28 March
2016 2015 2016 2015
pence pence £000 £000
Amounts recognised as distributions to shareholders in the year
Final dmdend for the year to 28 March 2015 {28 March 2014) 731 682 27,629 25,799
Intenm dradend for the year to 2 Apnl 2016 (28 March 2015} 498 465 18,844 17,600
12.29 1147 46,473 43,399
Dividends declared in respect of the year
Intenm dmvdend for the year to 2 April 2016 (28 March 2015) 4.98 465 18,844 17,600
Proposed final dmdend tor the year to 2 Apnl 2016 {28 March 2015) 7.83 73 29,628 27,629
12.81 11 96 48,472 45,228

The proposed final dwidend 1s subject to approval by shareholders at the Annual General Mesting on 21 July 2016 and has not been

included as a kability in these financial statements
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11 GOODWILL
2 April 28 March
2016 2015
£000 £000
Cost
At beginning of year 406,190 335,278
Additions {note 24) 114,826 53,026
Exchange adjustments 23,243 17,886
At end of year 544,259 406,190
Provision for impawrment
At beginning and end of year - -
Carmrying amounts 544,259 408,190

The Group dentifies cash generating units (CGUs) at the operating company level as this represents the lowest level at which cash
flows are largsly independent of other cash fiows Gooawill acqured in a business combinaton 1s allocated, at acquisttion, to the

groups of CGUSs that are expected to benefit from that business combination

Before recogrition of any impairment losses, the carryng amount of goodwill has been allocated to CGU groups as follows

2 Apnl 28 March
2016 2015
£000 £000
Process Safety
Gas Detection - -
Bursting Discs 8,157 7.826
Safety Interlocks and Comrosion Monitenng 54,147 51,826
62,304 59,652
Infrastructure Safety
Fire 48,919 22,711
Doors, Secunty and Elevators 67,609 63,912
116,528 86,623
Medical
Health Optics 157,358 125,581
Fluigd Technology 37,368 34,746
Sensor Technologies* 67,280 -
262,006 160,327
Environmental & Analysis
Water 28,757 28,089
Photonics 61,565 58,931
Environmental Monitonng 13,099 12,568
103,421 99,588
Total Group 544,259 406,190

* Sensor Technologies 1s a new CGU following the acquisition of CenTrak m the year

Goodwill values have been tested for impairrment by ¢companng them against the ‘value in use’ In perpetutty of tha relevant CGU group
The value In use calculations were based on projected cash flows, denved from the latest budget approved by the Board, discounied
at CGU spectlic, nsk adjusted, discount rates 1o calculate their net present value
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Notes to the Accounts continued

11 GOODWILL continued
Key assumptions used in ‘value i use’ calculations
The calculation of ‘value In use' 15 most sensitive to the following assumptions

« CGU specific operating assumptions that are reflacted in the budget penod for the financral year to March 2017,

« Discount rates, and
« Growth rates used to extrapolate nsk adjusted cash flows beyond the budget penod

CGU specaific operating assumptions are applicable to the budgeted cash flows for the year to March 2017 and relate to revenue
forecasts, expected project outcomes and forecast operating margins in each of the operating companies The relative value ascribed
10 each assumption will vary between CGUs as the budgets are built up from the underlying operating companies within each CGU
group A short-term growth rate 1s apphied to the March 2017 budiget to dernve the cash flows ansing in the year to March 2018

and a long-term rate is apphed 10 these values for the year to March 2019 and onwards, as described below

Discount rates are based on estmations of the assumptions that market participants operating in similar sectors to Halma would make,
using the Group's economic profile as a starting point and adjusting appropnately The Directors do not currently expect any significant
change in the present base discount rate of 10 79% (2015 972%) The base discount rate, which ts pre-tax and 15 based on short-term
variables, may differ from the Weighted Average Cost of Capital (WACC) used in long-term retum measures such as ROTIC Discount rates
are adjusted for economic nsks that are not already captured in the speciic operating assumptions for each CGU group This resuits in the
impaimment testing using discount rates ranging from 9 85% to 14 00% (2015 10 10% to 12 91%) across the CGU groups

CGU groups to which 10% or more of the total goodwill balance Is allocated are deemed to be significant The assumptions used to
determine ‘value in use’ for these CGU groups are

Risk adjusied discount rate Short-term growth rates Long-term growth rates

2 April 28 March 2 Apnl 28 March 2 April 28 March
Significant CGU groups 2016 2015 2016 2015 2016 2015
Safety Interiocks and Corrosion Monitonng 12 29% 11 49% (11 65)% 7 20% 2.33% 279%
Doors, Secunty and Elevators 12.95% 10 58% 518% 720% 1.92% 215%
Health Cptics 14 00% 1291% 518% 720% 2.06% 2 35%
Photonics 11 26% 11 68% 518% (3 26)% 1.86% 217%
Sensor Technologies” 12.93% - 13 7% - 2.31% -

* Sensor Technologles Is a new CGU following the acqursiion of CenTrak in the year

Short-term growth rates for all CGU groups, with the exception of Sensor Technclogies, are based on sectoral organic growih rates
achieved n the current year, but are capped at the Group’s overall current year organic growth rate 10 ensure that future uncertairties
are adequately reflected Safety Intertocks and Corroston Monetonng GGU 1s 1n the Process Safety sector which was impacted by the
challenging energy market conditions in the year and therefore the short-term growth rate 1s based on the organic decline for that
sector, It ts expectsd to improve in the future Long-term growth rates are capped at the weighted average GDP growth rates of the
markets that the Group sells into

Sensor Technologies 1s a new CGU in the year following the acquisition of CenTrak Growth rates are based on forecasts at the
acquistion date An average short-term growth rate of 14% per year has been appled over the years to March 2018, trending to an
average long-term growth rate of 2% thereafter This reflects the company's growth strategy of further market panatration into the USA,
international expansion and, in the longer term, new applications in other sectors

SENSITIVITY TO CHANGES IN ASSUMPTIONS
Management believes that no reasonable potential change in any of the above key assumptions would cause the carrying value
of any unit to exceed its recoverable amount
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12 OTHER INTANGIBLE ASSETS

Acqured intangible assets Intemally
generated
Customer  Techrucal Trademerks, caprtatised
and supplier know-  brands and development  Computer Cther
relabonship' how®  patents® Total costs'  software  intangibles® Total
£000 £000 £000 £000 £000 £000 £000 £000
Cost
At 29 March 2014 111,659 12,356 34,264 158,279 37,228 12,122 363 207,992
Transfer between category - - - - 225 21} - 204
Assets of businesses acquired 20,003 10,194 2,137 32,334 1,196 435 147 34,112
Assets of business sold - - - - - (263) - (263)
Addtions at cost - - - - 7,213 1,021 382 8,616
Disposals and retirements - - - - (465) (385) - {850)
Exchange adjustments 9,250 2,502 1,134 12,886 a0 241 74 13,291
At 28 March 2015 140,912 25,052 37,535 203,499 45,487 13,150 966 263,102
Transfer between category - - - - - (16) - (16)
Assets of businesses acquired
{note 24) 63,862 31,296 4,717 99,875 3,600 - 64 103,539
Additions at cost - - - - 8,579 1,669 535 10,783
Disposals and retirements - - - - {1,620) (176) - {1,796)
Exchange adjustments 9,010 1,923 2,266 13,199 1,429 427 56 15,111
At 2 Apnit 20186 213,764 58,271 44,518 316,573 57,475 15,054 1,621 390,723
Accumulated amortisation
At 29 March 2014 40,588 8,059 14,677 61,324 24,247 9,312 355 95,238
Charge for the year 13,425 2,406 4,323 19,954 5,390 1,211 115 26,670
Impatrment loss recognised - - - - 236 - - 236
Assets of business sold - - - - - (143) - {143)
Disposals and retirements - - - - {465) {384) - {849)
Exchange adjustments 2,283 669 {272) 2,680 214 319 46 3,259
AL 28 March 2015 56,296 9,134 18,528 83,958 29,822 10,315 516 124411
Charge for the year 15,833 3,317 3,953 23,103 5,020 1,348 182 29,653
Disposals and retirements - - - - {1,455) (174) - (1,629)
Exchange adustments 3,367 568 1,482 5417 748 350 20 6,535
At 2 Apni 2016 75,496 13,019 23,963 112,478 33,935 11,839 718 158,970
Carrying amounts
At 2 Apnil 2016 138,288 45,252 20,555 204,095 23,540 3,215 203 231,753
At 28 March 2015 84,616 15,918 18,007 119,541 15,865 2,835 450 138,691

' Customer and suppler relationship assets are amortised over their useful economic ives estimated to be between three and thirteen years Withen this balance
indwidually material balances relate to RCS £13,996,000 (2015 £15,090,000), Firetrace £14,010,000 and £15 295 000, Visiometnes  £12 936,000 and
CenTrak. £10,265,000 and £11,427,000 The remaning amaortsaton penods for these assets are eight years, twelve years ninge years, ton years and tan years

respectively

2 Technical know-how assets are amortised over therr useful economic lives, estimated to be between three and fen years Within this balance indwdually matenal
fems relate to RCS which has a carmyng value of £8,708,000 (2015 £10,466,000) and CenTrak with a carmyng value of £24 389 000 The remaineng amortisation
pencds for these assets are eight years and ten years respectively

* Tradsmarks, brands and patents (which include protected intellectual property) ere amortised over ther useful economic Ives estmated to be between eight and
ten years There are no indmdually matenal tems wathin this balance

* Intemally generated caprtalised development costs are amortised over ther useful economic ives estimated to be three years There are no indmdually matenal
items within this balance, which compnses capitaised costs ansing from the development phase of the R&D prajects undertaken by the Group

®  Cther mangibles compnse cence and product registration costs amortised over therr useful economic kives estirnated to be between three and five years
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Notes to the Accounts continued

13 PROPERTY, PLANT AND EQUIPMENT

Land and buildings Plant,
equipment
Freehold' Long leases Short leases and vehicles Total
£000 £000 £000 £000 £000
Cost
At 29 March 2014 34,374 3,320 7.308 125,339 170,341
Transter between category - 1,158 (11) {1,351) {204)
Assets of businesses acquired 366 29 48 1,895 2,338
Assets of business sold - - 59) (660) {719)
Addivons at cost 4,868 495 2,059 14,742 22,164
Disposals and retrements (171) {159) (1.617) (9,006) {10,953)
Exchange adjustments 319 314 245 3,986 4,864
At 28 March 2015 39,756 5,157 7,973 134,945 187,831
Transfer between category - - 7 9 16
Assets of businesses acquired {note 24) - - 79 894 973
Addhons at cost 4,397 123 2,962 14,836 22,418
Digposals and retirements (444) - (595) 4,312) {5,351)
Exchange adjustments 1,590 160 2717 4,341 6,368
At 2 April 2016 45,299 5,440 10,703 150,813 212,255
Accumulated depreciaton
At 28 March 2014 9,505 1,451 5,128 79,840 95,924
Charge for the year 669 352 818 12,166 14,005
Assets of business sold - - (28) {283) 311)
Disposals and retwermnents {124) (158) {1,606) (8,296) {10,184)
Exchange adjustments 84 104 144 1,762 2,094
At 28 March 2015 10,134 1,749 4,456 85,189 101,528
Charge for the year 679 416 905 13,245 15,245
Disposals and retiremenits {158) - (566} (3,632) {4,356)
Exchange adjustments 391 67 94 2,724 3,276
At 2 Apnl 2016 11,046 2,232 4,889 97,526 115,693
Carrying amounts
At 2 Apnl 2016 34,253 3,208 5814 53,287 96,562
At 28 March 2016 29,622 3,408 3517 49,756 86,303

7 Inchsded within freehold land and bulldings 1s £8,269 000 (2015 £3,497,000} of assets under construction
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14 INTEREST IN ASSOCIATE

2 April 28 March
2016 2015
£000 £000

Interest in associate
Al beginning of the year 4,236 5,088
Disposal cost of nvestments (386) {@51)
Exchange adjustments {29) 36
Group's share of profit of associate before Group elrminations (103) 64
At end of year LNy ] 4,236

On the 26 August 2015, the Greup disposed of 9,176 shares in Optomed Oy (Cptomed), representing 8 8% of its ownership intarest
n the assocrale (see note 29) As one of the largest shareholders, the Group continues to exercise significant influence, but not control,
over the company and so continues to apply the equity method of accounting for its nterest

Later dunng the year another investor exercised an option over outstanding warrants, furthar diluting the Group's ownership to 26 7%
at the year-end as disclosed below Following the part disposal, Optomed continues 10 be classfied as an investment in associate and
therefare, as required by IAS 28, following this transaction the Group did not remeasure the carrying value of its investment

2 April 28 March
2016 2015
£000 £000

Aggregated amounts relating to associate
Total assets 7,488 4,424
Total habilties (4,129) (2,530
Net assets 3,359 1,894
Group's share of net assets of associate 897 626
Total revenue 4,352 3,333
(Loss)/proftt {313) 183
{Loss)/profit after group eliminations® (838) 193
Group's share of (lossiprofit of associate (103) 64
Group's share of {loss)/profit of associate after Group etminations™ (159) 64

*Group elyrunations refate to profit on nventory held by the Group on product soid by Cptomed

Optomed has a 31 December year end However, results coterminous with the Group's year end have been included based on the
Group's remaining share of the associate

Details of the Group’s associate held at 2 April 2016 are as follows

Name of associate Country of incorperation  Proportion of ownership interest Pnncipal actiity
Optomed Oy Fintand 26 7% Design, manufacture and selling

The Group owns 85,034 (2015 104,210) Class A shares in Optomed out of a total of 355,932 (2015 315,110) shares in 1ssue
(Class A and B shares) Each A and B share entitles the holder to one vote
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Notes to the Accounts continued

15 INVENTORIES

2 April 28 March
2016 2015
£000 £000
Raw matenals and consumables 54,936 43,480
Work In progress 9,907 8,438
Finished goods and goods for resals 40,475 27815
105,318 79,734

The above Is stated net of provision for slow-mowving and obsolete stock, movements of which are shown below
2 April 28 March
2016 2015
£000 £000
At begnning of the year 12,600 10,220
Amounts reversed against inventones previously impaired and utiisation (789) (307)
Whnte downs of inventones recognised as an expense 1,248 1,743
Recognition of prowisions for businesses acquired 1,768 653
De-recognion of provisions for business disposed - (187)
Exchange adjustments 585 488
At end of the year 15,412 12,600

Previous write-downs against invantory have been reversed as a result of increased sales n certain markets or where previously wntten

down inventories have been disposed

There 1s no matenal difference between the balance sheet value of inventories and therr cost of replacement None of the Inventory has

been pledged as secunty
16 TRADE AND OTHER RECEIVABLES
2 April 28 March
2016 2015
£000 £000
Trade recewables 164,249 141,551
Allowance for doubtful debts (4,238) {2.802)
160,011 138,749
Cther recewvables 7,508 5,293
Prepayments 16,023 12,083
Accrued mcome 77 339
183,619 156,464
The movernent In the allowance for doubtful debts in respect of trade recevables dunng the year was as follows
2 April 28 March
2016 2015
£000 £000
Al beginming of the year 2,802 2,353
Net impairment loss recognised 1,494 923
Amounts recovered aganst trade recevables previously written down (828) Bat)
Recognition of prowvisions for businesses acquired 649 131
De-recognition of provisions for business disposed - 3
Exchange adjustments 11 14
At end of the year 4,238 2,802
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16 TRADE AND OTHER RECEIVABLES continued

Impasrment charges are recorded aganst the trade recevables which the Group believes may nol be recoverable in the case of trade
recevables that are past due, management makes an assessment of the nsk of non-collection, taking inie account factors such as
previous default expensnce, any disputes or other factors delaying payment and the nisk of bankruptcy or other falure of the customer
to mest ther oblgations For trade recevables that are not past due, taking into account good histornical collschon expenencs,
management records an imparment charge only where there is a speciic nsk of non-collection

The far value of trade and other recewvables approximates to book value due to the short-term maturities assoctated with these items
There 1s no impairment risk identified with regards to prepayments and accrued income or other recevables where no amounis are

past due

The ageing of iradea receivables was as follows

Gross trade receivables

Trade receivables net
of doubtful debts

SLNIWILVLS TVIONYNIG I ‘ JONVNHIAOD ‘ I 1H0Od3d DIS3IVHLS 1

2 April 28 March 2 Apnl 28 March
2016 2015 2016 2015
£000 £000 £000 £000
Not yet due 120,236 105,649 119,773 105,463
Up to one monith averdue 26,125 22,178 26,101 22,054
Up to two months overdue 6,387 4,413 6,210 4,348
Up to three months overdue 3,746 1,999 3,180 1,861
Qver thres months overdue 7,755 7.312 4,747 5,025
164,249 141,551 160,011 138,749

17 TRADE AND OTHER PAYABLES FALLING DUE WITHIN ONE YEAR
2 Apnl 28 March
2016 205
£000 £000
Trade payables 68,049 57,833
Other taxation and social securty 4,008 4,673
Other payables 4,737 2,888
Accnuals 38,204 34,508
Deferred income 6,679 2,891
Deferred government grant mcome 124 124
122,791 102,717

18 BORROWINGS

2 April 28 March
2016 2015
£000 £000
Loan notes faling due within one year 336 -
Overdratis 4,412 1,705
Total borowings falling due within one year 4,748 1,705
Unsscured lcan notes faling due after more than one year 172,112 B57
Unsecured bank loans faling due after more than one year 123,796 139,762
Total borrowings falling due after more than one year 295,908 140,419
300,656 142,124

Of loan notes falling due after more than cne year £242,000 relate to loan notes ansing on the acguisition of Advanced The remainder
relate to the 1Issue of loan notes following a United States Private Placement in the year See note 26

tnformation concerring the securty, currency, interest rates and maturrty of the Group’s borrowangs 1s given in note 26
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Notes to the Accounts continued

19 PROVISIONS
Provisions are presented as

2 April 28 March
2016 2015
£000 £000
Current 4,437 11,746
Non-current 18,510 1,549
22,047 13,205

Contingent Dilapidations Legal,

purchase and empty Product contractual
consideration property warranty and other Total
£000 £000 £000 £000 £000
At beginning of the year 9,650 1,379 2,166 100 13,295
Unwinding of discount 38 - - - 38
Additional prowision in the year 843 448 1,275 51 2,617
Ansing on acquisiion” 21,990 52 948 - 22,990
Litihsed dunng the ysar {16,725) (33} (173) (15) (16,946)
Released dunng the year (111) {(111) {351) (54) (627)
Exchange adjustments 1,390 30 158 2 1,580
At end of the year 17,075 1,765 4,023 B84 22,947

* Comprises £21,890,000 contingent purchase consideration ansing on the acquisitions of Visiometncs (£21,345,000), end VAS (£645,000) and £1,000,000 of
other current provisions acqured See note 24

Contingent purchase consideration

The provision at the beginning of the year compnsed £9,484,000 fafing due within one year and £166,000 talling due after one year
The addrtional provision charged in the year related mainly to a change in the contingent congideration on the Advanced acquistion
from £3,356,000 to £4,183,000 The £16,725,000 utlisation relates mainly 1o setting the £4,183,000 Advanced consideration in cash
and loan notes, a payment of £6,001,000 i full and final setilement of the contingent constderation for MST and £6,558,000 pad nto
escrow in relation to the Visiometrics acquistion (See note 24} The £111,000 release of provision related mainly to a revision 1o the
estimate for the third earn out payment for the acquisition of ASL from £197,000 to £86,000

Ct the closing tota! provision of £17,075,000, £86,000 1s due within one year for the acquistion of ASL Of the balance due after more
than one year, £704,000 relating to VAS and £1,136,000 relating to Visiometrics 1s due within one to two years and the remamder,
relating to Visiometrics, I1s payable annually for four years thersafter

Dilapidations and empty property
Dilapidations and empty property provisions exist where the Group has lsase contracts under which the unavoidable costs of mesting

its obligations under the contracts exceed the economic benefits expected to be received under them The provisions compnise the
Duectors' best estirates of future payments

a) to restore the fabnc of buldings 1o therr onginal condition where it is a condilion of the leases prior to return of the properties, and
b) on vacant properties, the rental costs of which are not expected to be recoverable from subleasing the properties

These commitments cover the period from 2016 to 2028 though they predominantly fall due within five years

Product wamanty

Product warranty provisions reflect commitments made to customers on the sale of goods in the ordinary course of busingss and
inctuded within the Group companies’ standard terms and conditions Warranty commrtments cover a penod of between one and five
years and typically apply for a 12-month penod The provision represents the Directors’ best estimate of the Group’s liability based on
past expenence
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19 PROVISIONS continued
Legal, contractual and other
Legal, contractual and other provisions compnse mainly amounts reserved aganst open legal and contractual disputes The Company

1HOd3Y JID31vHLS

has on occasion been required to take legal or other actions to defend tself against proceedings brought by other parties Prowvisions o
are made for the expected costs asscciated with such matters, based on past expanence of similar tems and other known factors, %
taking into account professional advice raceved, and represent Directors’ best estimate of the likely outcome The timing of utiisation s
of these provisions 1s frequently unceriain reflecting the complexity of issues and the outcome of vanous court proceedings and g
negotiatons Contractuat and other provisions represent the Directors’ best estimate of the ¢ost of setting future cbligations &
Unlsss specific evidence exists 1o the contrary, these reserves are shown as current m
However, no provision Is made for proceedings which have been or might be brought by other parties against Group companies unless
the Directors, taking into account professional advice received, assess that # 1s more likety than not that such procesedings may be
successful
20 TRADE AND OTHER PAYABLES FALLING DUE AFTER ONE YEAR -
2April 28 March 5
2016 2015 &
£000 £000 b
Other payablas 931 720 %
Accruals 825 302 =
Deferred income 7,656 1,869 E
Deferred government grant income 741 865 4
10,153 3,756
21 DEFERRED TAX
Retirement Acquired Accelerated  Short-term Share- Goodwill
benefit intangible tax timing based timing
obligations assets depreciation differences payment differences Total
£000 £000 £000 £000 £000 £000 £000
At 28 March 2015 13,085 {35,066) {5:519) 356 2,330 1,548 {23,266)
{Charge)/credn to Consolidated
Income Statement {1,162) 6,989 {514) 785 200 {3,080) 3,238
(Chargey/credit to
Consolidated Statement of
Comprehensive Income (2,304) - - 209 - - (2,095)
Credit to eguaty - - - - 109 - 109
Acquired (note 24} - {36,468) (62) (581) - 13,242 (23,869)
Exchange adjustments - (2,629) (231) (18) - 833 {2,045)
At 2 Apn! 2016 9,619 (67,174) {6,326) 751 2,639 12,563 {47,928)
Retirement Acqured  Accelerated Short-term Share- Goodwilt
benefit ntangible tax timing based trming
obligations assets  depreciation differences payment driiferences Total
£000 £000 £000 £000 £000 £000 £000
At 28 March 2014 7,372 {28,493) {5,336) (375) 2,066 2,316 (22,450}
{Charge)/credtt to Consohdated
Income Statement (1,078) 5,831 355 60 27 {1,228} 3,913
Credit/(charge) to
Consoldated Statement of
Comprehensive Income 6,791 - - {23} - - 6,768
Credit to equity - - - - 201 - 291
Acquired - {9,020) 70) - - - {9,090)
Exchange adjustments - {3,384) {468) 694 - 480 {2.698)
At 28 March 2015 13,085 {35,066) (5.519) 356 2,330 1,548 (23,266)
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Notes to the Accounts continued

21 DEFERRED TAX continued
Certain deferred tax assets and labilities have been ofiset The following I1s the analysis of the deferred tax balances (after otiset) for

financial reporting purposes

2 Apnl 28 March

2016 2015

F000 £000

Deferred tax habilty (92,352) {51,862)
Deferred tax asset 44,424 28,596
Net deferred tax hability (47,928) {23,266)

Movement in net deferred tax habilty
2 April 28 March

2016 2015
£000 £000
At beginning of year (23,266) {22,450
{Charge)/credt to Consolidated Incoms Staternent
UK {1,407} {1.147)
Overseas 4,645 5,060
{Charge)/credrt to Consolidated Statement of Comprehensive Income (2,095) 6,768
Credtt to equity 109 2N
Acquired {note 24) {23,869) {9,080)
Exchange adjustments {2,045) (2,698)
At end of year " (47,928} (23,266)

The UK corporation tax rate was reduced 10 20% from 21% with effect from 1 Aprit 2015 Further reductions in the UK corporation
tax rate 10 19% (effective from 1 Aprl 2017) and 18% (effective from 1 Apnl 2020) were substantively enacted in the UK Finance
{No 2} Act 2015

It 15 likely that the unremstted earmings of overseas subsidianes would qualfy for the UK dividend exemption such that no UK tax would
be due upon remithing those earnings to the UK Howsver, £29,155,000 (2015 £19,422,000) of those earnings may still result in a tax
labnlity, prncipally as a result of the dimdend withholding taxes levied by the overseas junsdictions in which those subsidianes operate
These tax llabilities are not expecied to exceed £3,192,000 (2015 £3,399,000) of which only £660,000 has been provided as the
Group is ablg to control the iming of the dwdends | 1s not expected that further amounts will crystalise in the foreseeable future
Temporary timing differences in connection with the interest m assocate are Insignificant

At 2 April 2016 the Group had unused capital tax losses of £155,000 (2015 £479,000) for wivch no deferred tax asset has been recognised

22 SHARE CAPITAL
Issued and fully paid
2 April 28 March
2016 2015
£000 £000
Ordinary shares of 10p each 37,965 37,965

The number of ordinary shares in issue at 2 Apnril 2016 was 379,645,332 (2015 379,645,332), including treasury shares of 940,421
(2015 1,371,785) and shares held by the Employee Benefit Trust of 311,444 (2015 nil)
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23 SHARE-BASED PAYMENTS
The total cost recognised in the Consolidated Ingome Statement in respect of share-based payment plans {the 'employee share plans’)
was as follows

53 weeks to 2 Apnl 2016 52 weeks to 28 March 2015

Equity- Cash- Equity- Cash-
settled settled Total settled settled Total
£000 £000 £000 £000 £000 £000
Share incerntve plan 724 - 724 570 - 570
Performance share plan 3,522 1,302 4,824 3.828 238 4,086
Executive share plan 323 12 335 - - -
4,569 1,314 5,883 4,398 238 4,636

The Group has recorded kabilties of £1,130,000 (2015 £340,000) in respect of the cash-settled portion of the awards granted under
the performance share plan

Share incentive plan

Shares awarded under this Plan are purchased in the market by the Plan's trustees at the time of the award and are held in trust unti
therr transfer to qualfying smployees, vesting ts conditional upon completion of three years' service The costs of providing this Plan
are recognised in the Consolidated Income Statement over the three-year vesting penod

Performance share plan (PSP)
The PSP was approved by shareholders on 3 August 2005 and replaced the previous share option plans Dunng the year the PSP
was replaced with the Executive share plan

Awards made under this Plan vest after three years on a sliding scale subject to the Group's refative Total Shareholder Return agamnst
the FTSE 250 excluding financial companies, combined with an absolute Return on Total Invested Caprtal measure Awards which do
not vest, iapse on the third annversary of their award

A summary of the movements in share awards granted under the PSP is as follows

2016 2015

Number of Number of

shares shares

awarded awarded

Qutstanding at beginning of year 3,111,344 3,687,492
Granted dunng the year - 1,077,286
Vested dunng the year (pro-rated for ‘good leavers') (867,910) {983,228)
Lapsed dunng the year (386,171) {670,2086)
Qutstanding at end of year 1,857,263 3,111,344

Exercisable at end of year - -

The weighted average share price at the date of awards vesting dunng the year was 759 Op {2015 585 8p)
The performance shares outstanding at 2 April 2016 had a weighted average remaining contractual hife of 11 months (2015 1 4 years)

Executive share plan (ESP)
DOuring the year ended 2 Apnl 2016 the Group introduced the ESP 1n which Executive directors and certam senior employaes

participate
Awards made under this Plan are ether performance awards or defered awards Performance awards vest after three years based on

Eamings Per Share and Return on Total invested Capdal (ROTIC) targets, and after two or three years for deferred share awards based
on the continuing service of the employee only Awards which do not vest, lapse on the second or third anniversary of therr grant

786,805 share awards were granted on 31 July 2015 at an option price of £nil 12,876 awards lapsed dunng the year and, 982 awards
vested 772,947 shares wers outstanding at the year end

L
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Notes to the Accounts continued

23 SHARE-BASED PAYMENTS continued
The far value of the awards was calculated ustng an appropnate simulation method to reflect the likelihood of meeting the market-
based performance conditions, which, untd the current year, attached to half of the award, using the following assumptions

2016 2015 2014
Expected volatility (%) - 21% 24%
Expected life (years) 3 3 3
Share price on date of grant {p) 757.0 5699 568 5
Option pnce (p} Nil Nil il
Fair value per option {96} 100% 62 4% 63 2%
Fair value per option (p) 745.2 3559 3593
Awarded under ESP PSP PSP

The expected volatity was determined by calculating the histoncal volatility of the Group's share pnce over the previous three years

Cash settled
Awards under the above plans are normally settled In shares but may be settled in cash at the Board's discretion or where required by

local regulations Cash settied awards follow the same vesting conditions as the plans under which they are awarded

24 ACQUISITIONS
In accounting for acquisitions, adjustments are made to the book values of the net asssts of the companies acquired 1o reflect their fair

values to the Group Acquired mventones are valued at far value adopting Group bases and any habiliies for warranties relating to past
trading are recognised Other previously unrecognised assets and liabiibes at acquisiion are included and accounting policies are
aligned with those of the Group where appropnate

The Group made four acquistions during the year Value Added Solutions LLC (VAS), Firetrace USA, LLC {Firetrace), Visiometnes, S L
{Vislomstncs), and CenTrak Inc {CenTrak)

The four acquisitions in the year contributed £21,798,000 of revenue and £3,128,000 of profit after tax for the year ended 2 Apnl 2016
if these acquisitions had been held since the start of the financial year, 1t 1s estimated the Group's reparted revenue and profit after tax
would have been £38,362,000 and £5,565,000 higher respectively

The combined farr value adjustments made for all acqusitions, excluding acquired intangible assets recognised and deferred
tax thereon, resulted in net adjustments to goodwill of negative £3,262,000

Below are summaries of the assets and labilties acquired and the purchase constderation of

a) The total of VAS, Firetrace, Vistometrics and CenTrak,
b) VAS, on a stand-alone basis,

¢} Frretrace, on a stand-alone bass,

d Visiometncs, on a stand-alone basis, and

@) CenTrak, on a stand-alone basis

Due to therr contractual dates, the far value of recevables acquired (shown below) approximate 1o the gross contractual amounts
recewable The amount of gross contractual recevables not expected to be recovered 1s immatenal

There are no matenal contingent liabilties recognised in accordance with paragraph 23 of IFRS 3 frevised)

£919,000 and £17,297,000 of goodwil ansing on the acquisitions of VAS and Firetrace respectively are expected 10 be deductible
for tax purposes

As at the date of approval of the financial statements, the acquisition accounting for VAS and all prior year acquisitions 1s complete
Other than VAS, the accounting for certain balances on current year acquistions 1s provisional These balances manly compnse the
valuation of CenTrak's acquired intangible assets, as a result of the proximity of its acquisition date to the year end, and the inittal
considerations which are subject to the net tangible asset adjustments and other contractual clauses being agreed
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24 ACQUISITIONS continued
(A) Total of VAS, Firetrace, Visiometncs and CenTrak

Fair value
Book value adjustments Total
£000 £000 £000
Non-current assets
Intangible assets 2,233 101,306 103,539
Investment 14 (14) -
Property, plant and equipment 742 23 973
Deferrad tax 354 148 502
Current assets
Inventones 12,941 4,146 17,087
Trade and other recevables 12,410 (512) 11,898
Cash and cash equivalents 1,830 - 1,830
Total assets 30,524 105,305 135,829
Current habilities
Trade and other payables (9,984) q {9,980}
Prowisions (128) B872) {1,000)
Corporation tax 2) 2 -
Non-current liabilities
Other payables (5,578) 5 (5,5739)
Deferred tax - (24,371) (24,371)
Total Liabilties (15,692) (25,232} (40,924)
Net assets of businesses acquired 14,832 80,073 94,905
Intial cash consideration paid (VAS, Firetrace, Visiometnics and CenTrak) 167,601
Initial constderation repayabie* {846)
Addtional consideration payable” 986
Contingent purchase consideration paid into escrow 6,558
Contingent purchase consideration estimated to be paid (VAS and Visiometrics) 15,432
Total consideration 209,731
Goodwill ansing on current year acquisitions 114,826
" Estimate in respect of net tangible asset and cash adjustments, and other contractual clauses
Analysis of cash outfiow in the Consolidated Cash Flow Statement
53 weeks to 52 woeksto
2 Apnl 28 March
2016 2015
£000 £000
Inttial cash consideraton pad 187,601 90,828
Cash acquired on acquisiions {1,830) {9,619)
Contingent consideration pald In relation to current year acquisitions 6,558 2,601
Contingent consideration paid and loan notes repaid In cash In relation to prior year acquistions” 10,246 3,833
Net cash outfiow relating to acquisitions {per Consolidated Cash Flow Statement) 202,575 87.743

* The £10,246,000 comprises £368,000 ioan notes and £9,878,000 contmgent purchase consideration paxd n respect of prior year acquisitons, of which

£5,419 000 had been provided i the pnor year s financial statements
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Notes to the Accounts continued

24 ACQUISITIONS continued
{B) Value Added Solutions, LLC
Fair value
Book value adjustments Total
£000 £000 £000

Non-current assets
Intangible assets 2 1,881 1,883
Property, plant and equipment 26 212 238
Current assets
Inventories 22 7 29
Trade and other recevablas 193 {11} 182
Total assets 243 2,089 2,332
Current habillities
Trade and other payables 27 {6) (33)
Provisions - 2 2
Non-current liabilities
Other payables {5) 5 -
Total liabilties (32} 3 (35)
Net assets of businesses acquired 211 2,086 2,297
initial cash consideration paid 3,228
Contingent purchase consideration estimated to be pad 645
Total consideration 3,873
Goodwill arising on acquisition 1,576

The Group acquired the entire interest n Value Added Solutions, LLC on 19 May 2015 for an initral cash consideration of US$5,000,000
(£3,228,000) The maximum contingent consideration payable 1s US$1,500,000 (£968,000) The current provision of US$1,000,000
{£645,000) reprasents the far value of the estimated payable based on performance to date and the expectation of future cash flows
The contingent consideration 1s payable based on annualised gross margin for an eighteen month performance penod to 1 October
2016

VAS forms part of the Medscal sector and operates as a ‘bolt-on’ to Diba Industnes Inc (Diba) Diba creates innovative flind handling
solutions that are invaluable to device OEMs, while VAS specialises in precision plastic machining, production of thermally bonded
manifolds, and fluid component integrations VAS adds complementary expertise, capabilities, and products that allow Diba to provide
broader solutions to fts existing customers, as well as expand its customer base VAS's production faciity s located in Berin,
Connecticut USA, approximately one hour frorn Diba’s headquarters

The excess of the fair value of the consideration paid over the far value of the assets acqurred 1s represented by customer related
intangibles of £1,451,000, and technology related ntangibles of £432,000, with residual goochwill ansing of £1,576,000 The goodwill

represents
a) the tachrnucal experise of the acquired workdorce,

b) the opportunity to leverage this expertise across some of Halma's businesses, and
¢)  the abilty to exploit the Group's existng customer base

The VAS acquisition contnbuted £1,460,000 of revenue and £131,000 of profit after tax for the year ended 2 Apnl 2016
If this acquistion had been held since the start of the financial year, 1t 1s estmated that the Group's reported revenue and profit
after tax would have been £322 000 and £11,000 higher respectively
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24 ACQUISITIONS continued
{C) Firetrace USA, LLC
Fair vatue
Book value adjustments Total o
£000 £000 £000 e
m
Non-current assets g
Intangible assets 1,784 35,479 37,2683 E
a
Property, plant and equipment 342 55 397 m
Current assets
inveniones 7, 2,768 10,489
Trade and other recevables 5,405 (518) 4,887 ‘
Cash and cash equivalents 107 - 107
Total assets 15,359 37,784 53,143 2
Current hiabilities %
Trade and other payables (2,064) 20 (2,044) ?—3
Provisions (50) (700) (750) g
Non-current liabilties g
Deferred tax - (2,629) {2,629) o
Total liabilties i2,114) (3,209) {5,423) @
Net assets of businesses acquired 13,245 34,475 47,720
Inihial cash consideration paid 72,675
Initia) consideration repayable (607}
Total consideration 72,068
Goodwill ansing on acquisition 24,348

On 5 October 2015 the Group acquired the entire interest In Firetrace USA, LLC and s subsidiary companies for a total cash
consideration of US$110,000,000 (£72,675,000}, adjustable based on the closing date net asssts The adjustment was determined to
be US$nil No contingent consideration 1s payable It is estimated that US$919,000 (£607,000) of this consideration will be repaid

Firetrace, based in Scottsdale, Anzona, USA, designs and manufactures automatic fire detection and suppression systems for
instaliation in small enclosed snwironments to protect people and cntical assets it will continue to operate out of its current faciities and
extsting management will remain in place Firetrace has become part of the Infrastructure Safety sector and further extends the Group's
preduct offenng within the fire protection industry

The excess of the far value of the consideration paid over the far value of the assets acquired 1s represented by customer related
Intangibies of £28,686,000, technology related intangibles of £3,861,000, and trademarks, brands and patents of £4,715,000 with
residual goodwill ansing of £24,348,000 The residual goodwill represents

a) the techmcal expertise of the acquired workforce,
b} future business from new customers, and
c) the opportunity to develop new technologies and products te support future growih

The Firetrace acquisiion contnbuted £15,257,000 of revenue and £2,404,000 of profit after tax for the year ended 2 Apnl 2016 I this
acquisition had been held since the start of the financial year, 1t 1s estimated that the Group's reported revenue and profit after tax would
have been £11,444,000 and £2,978,000 higher respectively
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Notes to the Accounts continued

24 ACQUISITIONS continued
{D} Visiometncs, S L

Fair value
Book value adjustments Total
£000 £000 £000
Non-current assets
intangible assets 344 14,582 14,926
Property, plant and egupment 122 - 122
Deferred tax 348 - 348
Current assets
Inventones 255 92) 163
Trade and other recevables 1,030 2 1,032
Cash and cash equivalents 42 - 42
Total assets 2,141 14,492 16,633
Current Liabilittes
Trade and other payables (1,120} b} (1,129)
Provtsions - (36) (36)
Corporation tax {2) 2 -
Non-current liabilties
Deterred Tax - {3,707) (3,707)
Total iabilities (1.122) {(3,750) (4,872)
Net assets of businesses acquired 1,019 10,742 11,761
Inttlal cash consideration pard 13,144
Intial cash consideration repayable (239)
Contingent purchase consideration paid into escrow 6,658
Contingent purchase consideration estmated to be pad 14,787
Total consideration 34,250
Goodwill arising on acquisition 22,489

On 16 December 2015 the Group acquired the entire share caprtals of Visiometrics S L, located outside Barcelona, Spain, and Visual
Performance Diagnostics, Inc located in Cabfornia, USA, collectively Visiometnics intial consideration paid for the company was
€18,000,000 (£13,144,000) adjustable for the final agreed value of net tangible assets and cash at closing, for which €327,000
{£239,000) 1s owed to the Group at the balance shest date

€9,000,000 (£6,558,000} was paid on closing into escrow, €6,300,000 to be released to the vendors immediatety on reaching
€2,000,000 EBITDA in any 12 month penod ending December 2016 (the EBITDA Reserve Goal), and the remaining €2,700,000, less
any indemnity ¢laim, released to the vendors in March 2018 dependent on reaching the EBITDA Reserve Goal Management's current
best estimata s that the EBITDA Reserve Goal will be met Further contingent consideration 1s payable based on two elements, Royalty
and the Core sarn-out The Rovalty s payable annually over five years to December 2020 at a percentage of the gross margin on sales
made to one customer The estmated payable 15 €10,242,000 (£7,453,000) The Cere eam-out is payabls annually over three years 1o
December 2018 based on a muttiple of EBITDA over a target threshold The estimated payable for the Core eam-out 1s €11,114,000
(£8,088,000) The undiscounted total estmated contingent consideration payable for the EBITDA Reserve Goal, Royalty and Core
earn-outs Is therefore €30,356,000 (£22,099,000)

The far value of contingent consideration payable 1s estimated based on performance observed to date and the expectation of likely
future cash flows, and is discounted at the Group's forecast cost of borrowing over the earn-out pencd The farr valus recognised Is
€29,294,000 (£21,345,000) The maximum contingent consideration payable 15 €109,000,000 subject to a maximum total
consideration of €125,000,000

Visiometrics designs, manufactures and markets ophthalmic diagnostic instruments i is part of the Medical sector, which includes
devices used to assess eye health, assist with eye surgery and pnmary care applications The CEQ and management tearn will continug
1o operate the business out of its current locations
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24 ACQUISITIONS continued

{D} Visiometncs, S L. continued

The excess of the far value of the consideration paid over the far value of the assets acquired 1s represented by customer related
intangibles of £12,110,000, and technology related infangibles of £2,7 16,000, with residual goodwill ansing of £22,489,000

The restdual goodwill represents

a) the technical expertise of the acquired workforce,
b) the opportunity to leverage this expertise across some of Halma's businesses, and
¢] the opportunrty to develop new technologies and products to support future growth

The Visiometnes acquisiiion contributed £861,000 of revenue and £260,000 of profit after tax for the year ended 2 April 2016 If this
acquisition had been held since the start of the financial year, it 15 estimated that the Group's reported reveriue and profit after tax
would have besn £2,849,000 higher and £45,000 lower respectively

{E) CenTrak, Inc

Fair value
Book value adjustments Total
£000 £000 £000
Non-current assets
Intangible assets 103 49,384 49,467
Investment 14 (14) -
Property, plant and equipment 252 (38) 216
Deferred tax [ 148 154
Current assets
Inventories 4,943 1,463 6,406
Trade and other receivables 5,782 15 5,797
Cash and cash equivalents 1,681 - 1,681
Total assets 12,781 50,940 63,721
Current habilities
Trade and other payables (6,773) (1) (6,774)
Provisions {78} {134) (212)
Non-current liabilities
Provisions {5,573) - (5,573)
Defarred tax - (18,035) (18,035)
Total liabilities (12,924) (18,170} (30,594)
Net assets of businesses acquired 357 32,770 33,127
Initia! cash consideration pad 98,554
Addtional consideration payable 986
Total consideration 99,540
Goodwill ansing on acquisrtion 66,413

On 3 February 2016 the Group acquired the entire share caprtal of CenTrak, Inc , located in Newtown, Pennsylvania, USA Intial
consideration paid for the company was US$140,000,000 (£97,317,000} plus an inihal payment for the estimated value of net tangible
assets and cash at closing of US$1,780,000 (£1,237,000) This was subsequently further ingreased by US$1,418,000 (£986,000) which
15 owed by the Group at the balance sheet date No contmgent consideration 1s payable CenTrak designs and manufactures sensors
and propnetary communication technology that prowides precise and reliable location data for the healthcare market | Is part of the
Group's Medical sector which includes a range of healthcare device companies senving niche applications in global markets 1 wil
continue to operats out of its current faciimes and existing managemant will remain in place
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Notes to the Accounts continued

24 ACQUISITIONS continued
{E) CenTrak, Inc continued

The excess of the farr vatue of the consideration paid over the fair value of the assets acquired is represented by customer related
intangibtes of £21,615,000, and technology related intangibles of £24,287,000, with residual goodwill anising of £66,413,000

The residual goodwill represents

a) the technical expertise of the acquired workforce,
b) the cpportunity to leverage this expertise across some of Halma's businesses, and
¢) the abity to exploit the Group’s existing customer base

The CenTrak acquisition contnbuted §£4,220,000 of revenue and £333,000 of profit after tax for the year ended 2 Apnl 2016 H this
acquisttion had been held since the start of the financial year, 1t 1s estimated that the Group's reported revenue and profit after tax

would have been £23,947,000 and £2,621,000 higher respectively
25 NOTES TO THE CONSOLIDATED CASH FLOW STATEMENT

53weeksto 52 weeks to
2 April 28 March
2016 2015
£000 £000
Reconciliation of profit from operations to net cash inflow from operating activities:
Profit on continuing operations before finance income and expense, share of resuits of associate and profit on
disposal of operations 142,943 137,063
Depreciation of property, ptant and equipment 15,245 14,005
Arnortisation of computer software 1,348 1,211
Amortisation of capstalised development costs and other intangibles 5,202 5,505
Imparrment of capralised developmant costs - 236
Amortisation of acquired ntangible assets 23,103 19,954
Share-based payment expense in éxcess of amounts paid 1,899 3,803
Additional payments to pension plans (7,728) {6,560)
Profit on sale of property, plant and eguipment and computer software {1,345) {580
Operating cash flows before movement in working capral 180,667 174,627
Increase In Inventones {4,809) (1,097)
Increase in recevables (8,786} {10,656)
Increase in payables and provisions 7,844 5,801
Revision 1o estimate of, and exchange differences ansing on, contingent consideration payable 1,543 (620}
Cash generated from operations 176,459 168,055
Taxation pad (27,188) {30,824}
Net cash inflow from operating activilies 149,273 137,231
S3weeksto 52 weeksto
2 April 28 March
2018 2015
£000 £000
Analysis of cash and cash equivalents
Cash and bank balances 53,938 41,230
Overdrafts (included in current borrowings} {4,412) {1,705)
Cash and cash equivalents 49,526 39,525
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25 NOTES TO THE CONSOLIDATED CASH FLOW STATEMENT continued

At Loan notes At
28 March Cash repaid/  Exchange 2 Apnl
2015 Reclass Cash flow acquired fissued) adjustments 2016
£000 £000 £000 £000 £000 £000 £000
Analysis of net debt
Cash and bank balances 41,230 - 8,694 1,830 - 1,984 53,938
Overdrafts {1,705) - {2,707) - - - {4,412)
Cash and cash equivalents 39,525 - 8,187 1,830 - 1,984 49,526
Loan notes falling due within one
year - {367 - - 3 - (338)
Loan notes falling due after more
than one year {657) 367 - - {167,425) (4,397) (172,112)
Bank loans faling due after
morg than one year {139,762) - 22,212 - - {6,246) {123,796)
Total net debt {100,894) - 28,399 1,830 (167,394) {8,658} {246,718)

The net cash outflow from bank loans compnsed repayments of £97,000,000 offset by drawdowns of £74,788,000

The net cash inflow from loan notes compnised £167,473,000 from the drawdown of a United States Private Placement (see note 26),
and £288,000 from the 1ssue of loan notes i respect of the Advanced acquisiion in the prior year, offset by £367,000 repayment of
existing Advanced loan notas

The sum of the above £6,187,000 cash inflow and £1,830,000 net cash acquired 1s equal 1o the Increase In cash and cash equivalents
of £8,017,000 in the Consolidated Cash Flow Statement

26 FINANCIAL INSTRUMENTS

Policy

The Group's treasury policies seck to minmise financial nsks and to ensure sufficent quidity for the Group's operations and strategic plans

No complex denvative financial instruments are used, and no trading or speculatve transactions in financial nstruments are undertaken

Where the Group does use financial mstruments these are mainly to manage the currency nsks ansing from nommal operations and its financing
Operations are financed mamnly through retamed profits and, 1n certan geographic locations, bank barrowings Foresgn currency nsk is the most
signficant aspect for the Group n the area of financial nstruments 1t 1s exposed to a lesser extent 1o other nsks such as interest rate nsk and
quidity nsk The Board revews and agrees policies for managing each of these nsks and these policies are summansed below The Group's
policies have remamed unchanged since the begnning of the financial year

Details of the significant accounting policies and methods adopted {including the cnitena for recognition, the basts of measuremeant and
the bases of recognition of ncome and expenses) for each class of financial asset, financial llability and equrty instrument are disclosed
in the Accounting Policies note

Capital nsk management

The Group manages ts capital 1o ensure that entiies i the Group will be able 1o continue as going concarmns whtle masamising the returm to
stakeholders through the optimisation of the debt and equity balance The capital structure of the Group consists of debt, which includes the
borrowings disclosed in note 18 to the Accounts, cash and cash equivalents and equity attributable to equity hokders of the parent, compnsing
1ssued capital, reserves and retained eamings as disclosed in the Consotidated Statement of Changes in Equity

The Group 1 not subject to externally imposed capital requirements
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Notes to the Accounts continued

26 FINANCIAL INSTRUMENTS continued

Foreign currency nsk
The Group is exposed to foreign currency nsk as a consequence of both trading with foreign comparwes and owning subsidianes

located in foreign countnes

The Group eams a signficant proportion of its profit in currencies other than Sterting This gives nse to transtational currency nsk, where
the Sterling value of profits earned by the Group's foreign subsidianes fluctuates wrth the strength of Sterling relative to therr cperating
(or "functionaf) curencies The Group does not hedge this nsk, so its reported profit s sensitive to the strength of Stering, particularty
agamnst the US Dollar and Euro The Group also has transactional cumrency exposures These anse on sales or purchases by operating
companies In currencies other than the companies’ operating (or “functional’) currency Significant sales and purchases are matched
where possible and a proportion of the net exposure IS hedged by means of torward foreign currency contracts

The Group has sigruficant nvestments In overseas operations in the USA and EU, with further nvestmants 1 Australia, New Zealand,
Singapora, Switzerland, China and India As a result, the Group's balance sheet can be affected by movements in these countnes’
exchange rates Whaere significant and appropnate, currency denominated net assets are hedged by currency borrowings These
currency exposures are reviewed regularty

Interest rate nsk
The Group 15 exposed to interest rate fluctuations on its borrowings and cash deposits Where bank borrowings are used to finance

operations they iend to be short tarm with floating interest rates Longer-term funding 1s provided by the Group's bank loan facilities
which are at floating rates, or by the Group's fixed rate United States Private Placement completed in November 2015

Surplus funds are placed on short-term fixed rate deposit or in floating rate deposit accounts

Credit nsk
Credr nisk 1s defined as the nsk that a counterparty will default on its contractual obligations resutting In financial loss 1o the Group

The Group has adopted a policy of only dealing with creditworthy counterparties, as a means of mrigating the nsk of financial loss
from defautts Cradit ratings are supplied by independent agencies where avallable, and 1t not avallable, the Group uses other publicly
avallable financial information and its own trading records to rate ts major customears The Group's exposure and the credit ratings of
fs counterparties are continuously monitored and the aggregate vatue of transactions concluded 15 spread amongst approved
counterparties Credit exposure is controlled by counterparty limits that are reviewed regularly

Trade recevables consist of a large number of customers, spread across diverse industries and geographic areas Ongoing credit
evaluation is performed on the financtal condition of accounts recevable and, where appropriate, credlit guarantee Insurance cover

Is purchased

The carrying amount of trade, tax and other receivables, denvative financial instruments and cash of £222,865,000 (2015
£186,936,000) represents the Group's maximum exposure to credit nsk as no collateral or other credit enhancements are held

The crednt nsk on iliquid funds and denvative financial Instruments Is imited because the counterparties are banks with tugh credn
ratings assigned by intemational credrt-rating agencies

Liquidnty nsk

The Group has a syndicated revoiving credi facility of £360,000,000 with its core group of five banks extending to November 2018

In addttion, In November 2015 the Group completed a United States Private Placement and issued US$250,000,000 of loan notes on
6 January 2016 repayable at five, seven and ten year intervals These faciities are the main sources of long-term funding for the Group

The Group has a strong cash flow and the funds generated by operating companies are managed regionally based on
geographic location

Funds are placed on deposit with secure, highly-rated banks For short-term working capital purposes, most operating comparies
utilise local bank overdrafis These practices allow a balance to be maintained between continuity of funding, secunty and flexibifty
Because of the nature of therr use, the faciities are typically ‘on demand' and as such uncommitied Overdratt faciliies are typically

renewed annually
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26 FINANCIAL INSTRUMENTS continued

Currency exposures

Translational exposures

It 1s estimated, by reference to the Group’s US Dollar and Euro denominated profits, that a one per cent change in the value of the
US Dollar relatrve to Sterling would have had a £673,000 {2015 £561,000) impact on the Group's reported profit before tax, and a
one per cent change In the valus of the Euro relative to Sterhng would have had a £186,000 {2015 £214,000) mpact on the Group’s
profit before tax for the year ended 2 Apnl 2016

Transactional exposures

The Group has net foreign currency monetary assets and lrabilitres that are assets and labilties not denominated in the functional
currency of the undertying company These comprise cash and overdrafts as well as certain frade receivable and payable balances
These foreign currency monetary assets and lrabilities give nse to the net curency gains and losses recogmised 1n the Consolidated
Income Statement as a resutt of movernent in exchange rates The exposures are predommantly US Dollar and Eure Group policy
is for a signirficant portion of foreign currency exposures, ncluding sales and purchases, to be hedged by forward foreign exchange
contracts in the company in which the transaction s recorded

Interest rate nsk profile

The Group's financial assets which are subject to Interest rate fluctuations comprnise interest beanng cash equivalents which totalled
£3,318,000 at 2 April 2016 {2015 £998,000) These compnsed Sterling denominated deposits of £115,000 (2015 £92,000), and Euro,
US Dollar and Renminty deposits of £3,203,000 (2015 £906,000) which are placed on local money markets and sarn nterest at market
rates Cash balances of £50,620,000 (2015 £40,232,000) earn interest at focal market rates

The financial kabilities which are subject to interest rate fluctuations comprise bank loans, bank overdrafts, and certain unsecured loans,
which totalled £128,208,000 at 2 Aprt 2016 (2015 £141,454,000) All bank [oans bear interest at floating rates where the fixed penod
15 typically no more than three months Interest rates are based on the LIBOR of the currency in which the habilities anse plus a small
margin Bank overdrafts bear interest at local base rates

The loan notes related 10 the acquisition of Advanced Electronics bimited outstanding at 2 Apnl 2016 attract interest at a fixed rate
of 1% The loan notes refated to the United States Private Placement atiract interest at a weighted average fixed rate of 2 5%

The Group’s weighted average Interest cost on net debt for the year was 1 89% (2015 1 80%)

FONYNHIACD 1dOd3H OI931vYLS
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2 Apnl 28 March
2016 2015
£000 £000

Analysis of interest bearing financial liabilhes
Sterling denominated bank loans 35,000 132,000
US Dollar denominated bank lgans 80,634 -
Swiss Franc denominated bank loans 8,162 7,762
Total bank loans 123,796 139,762
Overdrafts {pnncipally Sterting and US Dollar denominated) 4,412 1,705
Sterling denominated loan notes 82,578 857
US Dollar denominated loan notes 45,070 -
Euro denominated loan notes 44,800 -
Total interest bearing financial iabilities 300,656 142,124

For the year ended 2 Apnl 2016 1t 1s estimated that a general increase of one percentage potnt In interest rates would reduce the
Group's profit before tax by £1,658,000 (2015 £1,675,000)
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Notes to the Accounts continued

26 FINANCIAL INSTRUMENTS continued

Matunty of financial iabihities

The gross contractual matunties of the Group’s non-dervative financial iabities that are nerther currant nor on demand are as follows

Effect of
After more discounting/
One totwo Two and five than five Gross financing
years years years maturtties rates Total
£000 £000 £000 £000 £000 £000
At 2 April 2016
Accruals 147 522 156 825 - 825
Deferred income 6,579 1,077 - 7,656 - 7,656
Oeferred government gram income 115 47 579 741 - L))
Other creditors 892 36 3 2} - a3
Contingent purchase consideration 1,862 15,931 - 17,793 {804) 16,989
Other provisions 631 475 415 1,521 - 1,521
Bank loans - 123,796 - 123,796 - 123,798
Loan notes 4,397 81,103 111,887 197,387 {25,275} 172,112
14,623 222 987 113,040 350,650 (26,079) 324,5M
Effect of
After more discounting/
Onetotwo  Twoand five than five Gross financing
years years years maturities rates Total
£000 £000 £000 £000 £000 £000
At 28 March 2015
Accruals 246 47 g 302 - 302
Deferred income 906 873 - 1,869 - 1,869
Deterred government grant income 124 146 895 885 - 865
Other creditors 668 52 - 720 - 720
Contingent purchase consideration 166 - - 166 - 166
Other provisions 496 634 253 1,383 - 1,383
Bank loans - 139,762 - 139,762 - 139,762
Loan notes 662 - - 662 (5} 657
3,358 141,514 857 145,729 (5) 145,724

The Group’s bank loans are revolving credr facilites and the amount and timing of tuture payments and drawdowns 1s unknown
it 15 therefore not possible to calculate the interest ansing on these loans and we have therefore not disclosed the matunty of the
gross cash flows fincluding interest} in relatron to these labiities
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26 FINANCIAL INSTRUMENTS continued
Borrowing facifities
Untit this year, the Group’s principal source of long-term funding has been its unsecured five-year £360,000,000 revolang credrt facility,

which expires in November 2018

On 2 November 2015, the Group completed a United States Private Placement of US$250,000,000 The unsecured loan notes were
drawn on 6 January 2016 as £82,000,000, €56,000,000 and US$64,000,000 at a weighted average fixed interest rate of 2 5%
The loan notes mature at five, seven and ten year intervals Interest is payable half yearly

The Group has addhional short-term unsecured and committed US bank faciities of £17,606,000, which mature in November 2018
and were undrawn at 2 Apni 2016

Other short-term operational funding 1s provided by cash generated from operations and by local bank overdrafts These overdraft
faciies are uncommrtted and are generally renewed on an annual or ongoing basis and hence the faciiies expire within one year
or less

The Group’s undrawn cornmitted faciities available at 2 Aprl 2016 were £253,810,000 (2015 £237,130,000) of which £nil
(2015 £16,892,000) matures within one year and £253,810,000 (2015 £220,238,000) between two and five years

UK comparies have cross-guaranteed £15,305,000 (2015 £17,990,000) of cverdrati faciities of which £4,412,000 (2015 £1,538,000)
was drawn

Fair values of financiat assets and financial habihities
As at 2 April 2016 and 28 March 2015 there were no significant differences between the book value and fair value (as deterrmined
by market value) of the Group's financial assets and labilities

The far value of floating borrowings approximates 1o the carrying value because interest rates are reset to market rates at intervals
of less than one year

Because of the proximity of 1ssue date to the year-end the fair value of the Group's fixed rate loan notes ansing from the Unrted States
Private Placement 1s considered to approximate to the carrying value

The far value of denvative financial instruments 1s estimated by discounting the future contracted cash flow, using readily avallable
market data, and represents a level 2 measurement in the fair value hierarchy under IFRS 7

The farr value of contingent consicleration ansing on acquisitions 15 estimated by discounting the possble future cash flows using
probability adjusted forecasts for the acquired company, and represents a level 3 measurement in the far value hierarchy under IFRS 7
The farr value 1s senstive to the weighting assigned to the expected future cash flows A change in weighting of 10 percertage ponts
towards the higher expectations would result in an increase In the undiscounted estimate of future cash flows of €7,578,000
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Notes to the Accounts continued

26 FINANCIAL INSTRUMENTS continued
Hedging

As explained previously, the Group’s policy 15 to hedge significant sales and purchases denominated in foreign currency using forward
currency contracts These instruments are inimially recogrised at far value, which is typically £nil, and subsequent changes In far value

are taken to the Consolidated Income Statement, unless hedge accounted

The following table details the forward foreign currency contracts outstanding as at the year end, which mostly mature within one year

and therefore the cash flows and resutting effect on profit and loss are expected to occur within the next 12 months

Average exchange

rate/E Foreign currency Contract value Farr value
2Apnl 28 March 2 Apnl 28 March 2 Apnl 28 March
2 Apnl 28 March 2016 2015 2016 2015 2016 2015
2018 2015 000 000 £000 £000 £000 £000
Forward contracts not in a designated
cash flow hedge
US Dollars 143 151 3,100 4,780 2,169 3,163 (15) 67}
Euros 129 134 450 1,881 349 1,407 (11) 34
Other currencies 4,877 4,721 {4) a7
7,395 9,291 (30) 54

Forward contracts in a designated
cash flow hedge
US Dollars 150 159 7,665 7,313 5,126 4,593 (202) (320
Euros 133 129 18,213 12,289 13,714 9,563 (790) 527
Czech Koruna - 3573 - {73.251) - {2,050} - (93}
Other currencies 3,069 3,282 {43) 265

21,909 15,388 {1,035) 379
Total forward contracts
US Dollars 1.48 1586 10,765 12,003 7,295 7.756 (217) (387}
Euros 1.33 129 16,663 14,170 14,063 10,970 (801) 561
Czech Koruna - 3573 - {73.251) - {2,050} - {83}
Other currencies 7,046 8,003 {47) ase

29,304 24,679 (1,065) 433
Amounts recognised in the Consolidated Income Statement (328) 180
Amounts recogrised in the Consolidated Statement of Comprehensive Income and Expenditure 737) 253

{1,065) 433

The farr values of the forward comtracts are disclosed as a £1,131,000 (2015 £1,069,000) asset and £2,196,000 (2015 £636,000}

liability in the Consolidated Balance Sheet

Any movements n the far values of the contracts are recognised in equity untd the hedge transaction occurs, when gains/losses are

recycled to finance income or finance expense

2Apnl 28 March
2016 2015
£000 £000
Analysis of movement jn the Hedging reserve
Amounts removed from Consolidated Statement of Changes in Equity and included in Consolidated Income
Statement dunng the year {253) (182)
Amounts recognised tn the Consohdated Statement of Comprehenswe income and Expendriture {737 253
Net movernent n the Hedging reserve in the year in relation to the effecive portion of changes in far value of cash flow hedges {980) 71

There was no ineffectiveness ansing with regards to forward contracts In a designated cash flow hedge

With the exception of currency exposures, the disclosures in this note exclude shori-term recevables and payables
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26 FINANCIAL INSTRUMENTS continued

Market nsk

The Group's actvties expose it primartly to the financial nsks of changes In foreign currency exchangs rates The Group enters into
denvative financial instruments to manage s exposure to foreign curtency nsk, including

« forward foreign exchange contracts to hedge the exchange rate nsk ansing on the export of goods to and from the USA,
Manland Europe and the UK, and

» foreign exchangs toans to hedge the exchange rate nisk ansing on translation of the Group's investment in foreign operations
which have the Euro, US Dollar and Swiss Franc as therr functional currencies

Market nsk exposures are measured using sensitvty analysis as descnbed below

There has been no change to the Group's exposure to market nsks or in the manner in which these nsks are managed
and measured

Foreign currency sensitivity analysis
The Group 1s mainty exposed to the currency of the USA (US Doflar currency) and the currency of Mainland Europe (Euro currency)

The carrying armount of the Group's US Dollar and Euro denominated monetary assets and monetary llabilities at the reporting date
are as follows

Assels Liaburties

2 April 28 March 2 Apnl 28 March

2016 2015 2016 2015

£000 £000 £000 £000

US Dollar 222,750 169,047 71,800 42,793
Euro 71,512 61,741 18,072 15,488

if Stering increased by 10% against the US Dollar and the Euro, profits hefore {axation and other equity would decrease as follows

US Doltar Euro

2 Apnl 28 March 2 April 28 March

2016 208 2016 2015

£000 £000 £000 £000

Profit 6,183 5,153 1,796 1,964
Other equity 13,723 11,478 4,858 4,205

The profit sensitraty anses mamnly from the translation of overseas prefits earned dunng the year 10% 1s the sensitity rate which
managemeant assesses to be a reasonably possible change in foreign exchange rates The Group's profit sensitivity has increased
aganst the US Dollar and Euro because more of the Group’s profits are earned in these currencigs
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Notes to the Accounts continued

27 COMMITMENTS
Capital commitments
Capital expenditure authonsed and contracted at 2 Apnl 2016 but not recogrised in these accounts amounts to £2,776,000

(2015 £5,312,000}

Commitments under operating leases

The Group has entered Into commercial leases on properties and other equipment The former expire between Apnl 2016 and
Novermnber 2028 and the latter between Apnl 2016 and July 2022 Only certain property agreements contain an option for renewal
at rental pnces based on market pnces at the tme of exercise

Total payments under non-canceflable operating teases will be made as tollows

Land and buildings Other

2 April 2B March 2 Apnl 28 March

2016 2015 2016 2015

£000 £000 £000 £000

Within one year 9,095 8,611 396 429
Within two to five years 19,448 19,495 629 503
After five years 8,377 6,151 - -
36,920 34,257 1,025 932

28 RETIREMENT BENEFITS

Group companies operate both defined benefit and defined contnbution pension plans The Halma Group Pansion Plan and the Apolio
Pension and Life Assurance Plan {both UK) have defined benefit sections with assets held n separate trustee administered funds Both
of these sections had already closed 10 new entrants in 2002/03 and closed to future benefit accruals for 2014/15 From that date,
the former definad benefit members joined the existing defined contnbution secticn within the Halma Group Pension Plan

Overseas substdianes have adopted manly defined contnbution plans, with the exception of three small defined benefit plans
in the Swiss ermiies of Medicel AG, Robutec GmbH and Robutec AG (previously Plasticspntzerer AG)

Total pension costs of £8,213,000 (2015 £7,117,000) recognised in employes costs (note 7}, compnse £7,801,000 (2015 £5,616,000)
relatad to defined contnbution plans and £312,000 (2015 £1,501,000) related to detined benefit plans

Defined contnbutton plans

The amount charged to the Consolidated Income Statement in respect of defined contnbution plans was £7,901,000 (2015
£5,616,000} and represents contributions payabla to these plans by the Group at rates specified in the rules of the plans The assets
of the plans are held separately from those of the Group in funds under the control of trustees Where there are employees who leave
the plans prior to vesting fully in the contnbutions, the ancillary contnbutions payabile by the Group may be reduced by the amount

of forteited contnbutions

Defined benefit plans
The Group's significant defined benefit plans are for qualifying employees of its UK subsidianes Under the plans, the employees

are entitied to retirement benefits of up to two thirds of final pensionable salary on attanment of a retirement age of 60, for members
of the Executive Board, and 65, for all other qualtying employses No other post-retirement benefits are provided The plans are
funded plans

The most recent actuanal valuation of the Halma Group Pension Plan assets and the present value of the defined benefit obligation was
camed cut at 1 December 2014 by Mr Adnan Gibbons, Fellow of the institute and Faculty of Actuanes The present value of the defined
benefit obligation, the relatad current service cost and the past senace cost were measured using the projected unit credit method The
projacted unit credit method is an accrued benefits valuation method in which the plan kabiities make allowance for projected earnings
Mr Gibbons also carrnied out the 1 April 2015 actuanal valuation of the Apollo Pension and Life Assurance Plan on the same basis
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28 RETIREMENT BENEFITS continued

An aiternative to the projectsd unit credit method 1s a valuation on a solvency basis, often estmated using the cost of buying out
benefits at the balance sheet date with a suitable msurance company This amount represents the amount that would be required to
settie the plan liabilihes at the balance shest date rather than the Group continuing to fund the ongoing habilies of the plan The Group

estimates that this would amount to £450,000,000 (2015 £430,000,000)

2 Apnl 28 March 29 March
2016 2015 2014

Key assumptions used (UK plans)
Discount rate 340% 325% 4 40%
Expected return on plan assets 3.40% 328% 4 40%
Expected rale of salary increases 2.80% 300% 3 20%
Pension increases LPI 2 5% 2.00% 220% 2 20%
Pension increases LPI 3 0% 2.20% 250% 2 50%
Inflaton — RP| 2 80% 3 00% 320%
Inflation — CPI 1.80% 2 00% 2 20%

Mortality assumptions

Investigations have been carned out within the past three years into the mortality experience of the Group's UK defined benefit plans
These nvestgations concluded that the current mortality assumptions snclude suffictent allowance for future Improvements in mortality

rates The assumed ife expectations on retirement at age 65 are

2 Apnl 2B March 28 March
2016 2015 2014
Years Years Years
Retinng today

Males 25 234 234
Females 245 2860 259

Retinng in 20 years
Males 243 253 252
Females 264 279 279

Dunng the year, the mortality tables used to set the mortality assumptions were changed for the UK plans This had the effect of

reducing the farr value of the defined beneiit obligation by approximately £7,000,000

The sensitnties regarding the pnncipal assumphions used to measure the UK plan liabilihes are set out below

Assumption Change in assumption Impact on plan kabilibes
Discount rate Increase/decrease by 0 5% Decrease/ncrease by 9 9%
Rate of inflation Increase/decrease by Q 5% Increase/decrease by 5 2%
Rate of salary growth Increasa/decrease by 0 5% Increase/decrease by 0 3%
Rate of mortalty Increase by one year Increase by 2 8%
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Notes to the Accounts continued

28 RETIREMENT BENEFITS continued

Amounts recognised in the Consohdated Income Staterment in respect of the UK and Swiss defined benefit plans are as follows

53weeksto 52 weeks to

2 Apnl 28 March

2016 2015

£000 £000

Current service cost 312 1,501
Net interest charge on pension plan llabitias 2,013 1,419
2,325 2,920

Actuanal gans and losses have been reported in the Consolidated Statement of Comprehensive income and Expendrture

The actual retum on plan assets was a foss of £2,914,000 (2015 gan of £30,420,000)

The cumulative amount of actuanal losses recogrused In the Consolidated Staternent of Comprehensive income and Expenditure since

the date of transition to IFRSs 1s £69,000,000 (2015 £78,000,000)

The amount Inch:ded in the Consolidated Balance Sheet ansing from the Group's obligations in respect of its UK and Swiss defined

benefit retirement benefit plans s as follows

2 Aprit 28 March 29 March

2016* 2015 2014

£000 £000 £000

Present value of defined benefit obligations (274,186) {291,596) {227,358)
Farr value of plan assets 221,863 224,806 180,509
Liability recogmsed in the Consolidated Balance Sheet (52,323) {66,790) {36,849)

= At 2 April 2016, the far value of the obligations and assets of the UK plans wera £269,044,000 (2015 £285,751,000) and £218,410,000 (2015 £220,331,000)

respectrvely and of the Swiss plans were £5,142,000 (2015 £5,845,000) and £3,453,000 (2015 £4,475,000) respectvely

Under the current arrangements, cash contnbutions in the region of £10,700,000 per year will be made for the immediate future with

the objective of eliminating the pension defict

Movements in the present value of the UK and Swiss defined benefit obligations were as follows

53weeksto 52 weeksto

2 Apnil 28 March

2016 2015

£000 £000

At beginning of year {291,596) (227,358)
Senvice cost (312) {1,501)
Interest cost (9,227} {9,804)
Actuanal gains/(losses) 18,969 (56,830)
Defined benefit obligations of business acquired (note 24) - {1,2586)
Contributions from plan members (439) (804)
Benefits paid 8,646 6,116
Premums paid - 28
Foreign exchange 227) (187)
At end of year (274,186) (291,596)
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28 RETIREMENT BENEFITS continued
Movements in the farr value of the UK and Swiss plan assets were as follows

53 weeks to 52 weeks to

2 Apni 28 March

2016 2015

£000 £000

At beginning of year 224,806 190,509

Expected return on plan assets 7,214 8,385

Actuanal Jossesygains (10,128) 22,035

Plan assets of business acquired {note 24) - 1,022

Contnbutions from the sponsonng companies 8,041 8,060

Contnbutions from plan members 439 804

Benefits pad (8,646) {6,116)

Pramurns paid - (28}

Foreign exchange 137 135

At end of year 221,863 224,806
The net movement cn actuanal gans and losses of the UK and Swiss plans was as follows

53 weeks to 52 weeks 1o

2 April 28 March

2016 2015

£000 £000

Defined benefit obhgationg 18,969 {56,830

Farr value of plan assets (10,128) 22,035

Net actuanal gains/(losses) 8,841 (34,795)

The anatysis of the UK plan assets and the expected rate of retumn at the balance sheet date were as follows

Expected rate of retum

Fair value of assets

2 April 28 March 28 March 2 Apn! 28 March 29 March

2016 2015 2014 2016 205 2014

% % % £000 £000 £000

Equity mstruments 3.40 325 4 40 111,112 114,314 101,155
Debt instruments 340 325 440 90,829 89,743 71,451
Property 340 325 440 16,469 16,274 14,905
340 325 440 218,410 220,331 187,511

The overall expected rate of retum 15 a weighted average

In conjunction with the trustess, the Group conducts asset-lability reviews for its defined benefit pension plan The results of

these reviews are used to assist the trustees and the Group 1o determine the optimal fong-term asset allocation with regard 1o the
structure of the llabilies of the plan They are also used to assist the trustees in managing the volatility in the undertying mvestment
performance and nsk of a signicant increase in the defined benefit deficit by prowding information used to determne the plan's

mvestment strategy

As a consequence, the Group Is progressively gnving more emphasis to a closer retum matching of plan assets and labilities,

both to ensure the long-term securty of its defined benefit commiiment and to reduce earnings and balance sheet volatility
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Notes to the Accounts continued

28 RETIREMENT BENEFITS continued
The five-year history of expenence adjustments was as follows

2 Apnl 28 March 29 March 30 March 31 March
2016 2015 2014 2013 2012
£000 £000 £000 £000 £000
Present value of defined benefit obligations {274,186) (291,586) {227,358} {223,447) (185,956}
Farr value of plan assets 221,863 224,806 190,509 176,275 152,959
Defictt in the plan {52,323) (66,780} (36,849) (47,172) (32,997}
Experience adjustments on plan liabiities
Amount 2,709 {4.271) - (246) {224)
Percentage of plan llabides (1)% 1% - - -
Expenence adjustments on plan assets
Amount (10,128} 22,031 (30) 10,756 (1,804)
Percentage of plan assets {5)% 10% - 5% {1)%

Based on the most recent actuanal valuation, the estimated amount of cortributions expectad to be paid to the UK and Swiss plans

dunng the year ending 1 Apnl 2017 1s £10,700,000

The levels of contnbutions are based on the current service cost and the expected fture cash flows of the defined benefit pension
plans The Group estimates the plan habilities on average to fall due over 20 and 24 years, respectively, for the Haima and Apolle plans

29 DISPOSAL OF OPERATIONS

The total profit on disposal of apsrations of £556,000 comprises a charge of £34,000 related to the disposal of Monttor Elevator
Products, Inc {Moritar} in the prior year anising from a claim under the warrarty arrangement, and £590,000 credtt for the partial
disposal of shares in the Group's associate, Optomed Oy (Optomed) on 26 August 2015 The Group disposed of 9,176 shares

in Optomed, representing & 8% of its ownership interest In the associate Consideration receved was €1,238,000 (£907,000)

The Group's residual interest n Optomed after the disposal was 28 6%, reducing to 26 7% by the year-end as discussed in note 14

The total profit on disposal of operations shown In the prior year of £1,430,000 compnsas £1,076,000 for the disposal of Monitor,
£223.000 for the partial disposal of shares in Optomed and £131,000 for the far valus gain recognised in relation to the disposal
of PSRAM The £4,248,000 cash infiow represents the £3,180,000, £695,000 and £610,000 proceeds from the sale of the shares
in Monitor, Optomed, and PSRM respectively plus the £36,000 overdraft in Monrtor less the disposal costs of £273,000 Further

details are provided on page 149 of the Annual Report and Accounts 2015

30 EVENTS AFTER THE BALANCE SHEET DATE
There were no events after the balance sheet date
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31 RELATED PARTY TRANSACTIONS
Trading transactions

2 Apni 28 March
2016 2015
£000 £000
Associated companies
Purchases from assoctated companies 1,254 638
Amounts due to assoctated companies 153 181
Amounts due from associated companies - -
Other related parttes
Rent charged by other related parties 121 113
Amounts due to other related parties 2 -

1HOd3H D1D31vdLS
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Other related parties comprises one company with a Halrma employee on the board and from which the Halma subsidiary rents
property All the transactions above are on an anm'’s length basis and on standard business terms

Remuneration of key management personnel
The remungration of the Directors and Executive Board rmembers, who are the key management personne! of the Group, Is set
out below in aggregate for each of the categonies specified in IAS 24 ‘Related Party Disclosures’ Further information about the
remuneration of ndividual Directors 1s provided in the audited part of the Directors’ Remuneration Report on pages 82 10 90

SLINIWILVYLS WIONYNIZ

53 weeksto 52 weeks 1o
2 Apnl 28 March
2016 2015
£000 £000
Wages and salanes 5,658 5,212
Penston costs 180 169
Share-based payment charge 2,341 1,799
8,179 7,180
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Company Balance Sheet

{Restated)
2 April 28 March
2016 2015
Notas £000 £000
Fixed assets
Intangible assets c3 60 105
Tangible assets C4 3,126 3,243
Investments Cc5 168,502 163,986
Deferred tax asset C10 8,016 10,204
177,704 177,538
Current assets
Debtors (arnounts falling due within one year) C6 45,533 44,688
Debtors (amounts faling due after more than one year) C6 602,135 415,225
Short-term deposits 92 a2
Cash at bank and in hand 10 174
847,770 480,179
Creditors: amounts falling due within one year
Borrowings c7 13,782 10,675
Creditors c8 41,939 53,316
Current tax payable 3,443 3,435
59,164 67,426
Net current assets 588,606 392,753
Total assets less current liabilrties 766,310 570,29
Creditors: amounts falling due after more than one year
Borrowings c7 295,908 140,419
Retirement benefit obligations C13 35,628 46,741
Credrtors Cc9 11,827 11,753
Net assets 422,947 371,378
Capital and reserves
Share capital cn 37,965 37,965
Share premum account 23,608 23,608
Own shares™ {8,219) (8,450)
Capital redemption reserve 185 185
Other reserves {(12,673) (8,999)
Profit and loss account 382,081 328,069
Shareholders’ funds 422,947 371,378

* Seenotes C1and C14
** Referenced to in pnor years as Treasury shares

The financial statements of Halma plc, company number (0040832, were approved by the Board of Directors on 14 June 2016
A J WILLIAMS K J THOMPSON
Director Diw
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Company Statement of Changes in Equity

Share Capntal Profit
Share  premium Own  redemption Other and loss
capital account shares reserve reserves account Total
£000 £000 £000 £000 £000 £000 £000

At 29 March 2015 (restated) 37,965 23,608 {8,450) 185 (9,999) 328,069 371,378
Profit for the year - - - - - 95,803 95,803
Other comprehensive income
and expense
Actuanal gains on defined
beneft pension plan - - - - - 5,926 5,926
Tax relating to components of other
comprehensive income - - - - - (1,541) {1,541)
Total comprehensive income for the
year - - - - - 4,385 4,385
Dmdends paid - - - - - (46,473} (46,473)
Share-based payment charge - - - - 2,920 - 2,920
Deferred tax on share-based
payment transactions - - - - 118 - 118
Excess tax deductions related to
axercised share awards - - - - - 297 297
Purchase of Own shares® - - (3,003) - - - (3,003}
Performance share plan awards
vested" - - 3,234 - {5,712) - {2,478)
At 2 April 2016 37,965 23,608 {8,219) 185 {12,673) 382,081 422,947
At 29 March 2014 (restated} 37,802 22778 (7,054) 185 (7,316) 292,761 339,256
Praiit for the year (restated) - - - - - 98,330 98,330
Cther comprehensive income
and expenss
Actuanal losses on defined
benelt pension plan - - - - - (25,080) (25,080)
Tax refating to components of other
comprehensive Ncome - - - - - 5,005 5,005
Total comprehensive Income for the
year - - - - - {20,075} {20,075)
Dwvidends paid - - - - - {43,399 {43,399)
Share options exercised 63 830 - - - - 893
Share-based payment charge - - - - 2,682 - 2,682
Deferred tax on share-based
payment transactions - - - - 82 - 82
Excess tax deductions related to
exercised share awards - - - - - 452 452
Purchase of Own shares” - - (6,843) - - - {6,843)
Performance share plan awards
vested" - - 5,447 - (5,447) - -
At 28 March 2015 (restated) 37,865 23,608 {8,450} 185 (9,899} 328,069 371,378

* The purchase of Employee Benefit Trust shares/treasury shares and performance share plan awards vested wera shown net In Own shares i pnor years, as
were the share-basad payments charge and performance share plan awards vested in Cther reserves The pnor year comparative has been adusted to show
these gross amounts  There has been no impact on Shareholders” funds in erther year
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Notes to the Company Accounts

C1 ACCOUNTING POLICIES

Basts of preparation

The separate Company financial statements are presented as required by the Companies Act 2006 and have been prepared on
the historical cost basis, and in accordance with Financial Reporting Standard 101 *Reduced Disclosure Framework” except for
the revaluation of certain financial Instruments at fair value as permitted by the Companies Act 2006

information on the impact of first-me adoption of FRS 101 1s given m note C14

First tme applhication of FRS 100 and FRS 101

In the current year the Company has adopted FRS 100 and FRS 101 In previous years the financial statements were prepared n
accordance with applicable UK accounting standards This change in the basts of preparation has not matenally altered the recognition
and measurement requirements previousty applied in accordance with UK GAAP, other than the accounting for the Company pension
plan (see note C14) Consequently the pnncipal accounting policies are otherwise unchanged from the pnor year On the change in
the basis of preparation, the Company has taken advantage of all of the available disclosure exemptions in the financial statements
permitted by FRS 101 The most significant disclosure exemptions are summansed below There have been no other material
amendments to the disclosure requiremeants previously applied in accordance with UK GAAP

As required by FRS 101, the comparatives have been restated

Financial reporting standard 101 - reduced disclosure exemptions
The Company has taken advantage of the following disclosure exemptions under FRS 101

the requirements of paragraphs 45(b) and 46-52 of IFRS 2 Share based payment,

the requirements of IFRS 7 Finangial Instruments Disclosures,

paragraph 79{a)(v) of I1AS 1,

paragraph 73( e} of IAS 16 Property, Plant and Equipment,

paragraph 118{ g) of AS 38 Intang:bla Assets,

the requirements of paragraphs 10(d), 10(f), 16, 38A, 38B, 3BC, 38D, 40A, 40B, 40C, 400,111 and 134-136 of IAS 1 Presentation
of Financial Statements,

the requirements of IAS 7 Statement of Cash Flows,

« the requirements of paragraphs 30 and 31 of IAS 8 Accounting Policies, Changes in Accounting Estimates and Errors, and

« the requirements in IAS 24 Related Party Disclosures to disclose related party transactions entared into betwsen two or more
members of a group, provided that any subsidiary which i1s a party 10 the transaction i wholly owned by such a member

* 8 = & 8 @

Significant accounting judgements and estimates

In preparing the financial statements, management has made judgements, estmates and assumptions that affect the application of
the Company's accounting policies and the reported amounts of assets, llabities, ncome and expenses Actual results may differ from
these estmates Estimatas and assumptions are reviewed on an ongoing basis and are based on histoncal experience and vanous
other factors that are believed to be reasonable under the circumstances

The most significant area of estimate 1s determining whether there 1s mpaiment of the Company’s investments which requires
estimation of the investments’ values in use The value In use caiculation requires the Company 1o estimate the future cash flows
expected to anse from the investments and apply sutable discount rates in order to calculate present values

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Deferred tax
The recognition of deferred tax assets 1s dependent on assessments of future taxable iIncome

Foreign cummencies
Transactions in foreign currency are recorded at the rate of exchange at the date of the transaction Mongtary assets and labiities

denominated m foreign currencies at the balance sheet date are reported at the rates prevaling at that date Any gan or loss arlsing
from subsequent exchange rate movermnents is ncluded as an exchange gan or loss in the Profit and Loss Account

Financial Instruments
The Company recognises financial instruments when it becomes a party to the contractual armangerments of the Instrument Financal
instrumants are de-recognised when they are discharged or when the contractual terms expire The Company's accounting policies

in raspect of financial instruments transactions are explamed below
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C1 ACCOUNTING POLICIES continued

Financial assets

The Company recognises its financial assets into one of the categones discussed below, depending on the purpose for which the asset
was acguired

Other than the financial assets in a qualifying hedging relationship, the Company's accounting policy for each category Is as follows

Farr value through profit or loss — This category comprises only in-the-money denvatives These are carned in the balance sheet at far
vafue with changes i far value recognised in the Profit and Loss Account

Loans and receivables - Loans and recenables are non-denvative financial assets with fixed or determinable payments that are not
quoted in an active market They anse principally through the prowision of goods and services to custorners (e g trade recevables),

but also incorporate other types of contractual monstary asset They are intially recogrised at far value plus transaction costs that are
directly attnbutable to ther acquisitron or issue, and are subsequently camed at amortised cost using the effective interest rate method,
less prowvision for imparment

Imparment provisions are recogrmsed when there 1s objective evidence (such as significant financial difficulties on the part of the
counterparty or default or significant delay in payment) that the company will be unable to collect all of the amounts due under the terms
receivable, the amount of such a provision being the difference between the net carrying amount and the present vatue of the future
expected cash flows associated with the impaired receivable For trade recenvables, which are reported net, such provisions are
recorded in a separate allowance account with the loss being recognised within administrative expenses in the Profit and Loss Account
On contirmation that the trade receivable will not be collected, the gross camrying value of the asset Is written off against the associated
Provision

Financial habilities
The Company classifies its financial kabilities nto one of the categones discussed below, depending on the purpose for which the
liabirty was acquired

Farr value through profit or loss — These compnse only out-of-the-money denvatives They are carned in the balance sheet at tar value
with ¢changes in far value recognised in the Profit and Loss Account

At amortised cost — Financial labilibes at amortised cost including bank borrowings are instially recognised at fair value Such interest
bearing liabilitres are subsequently measured at amortised cost using the effective Interest rate method

Share-based payments
The Company has adopted IFRS 2 and the accounting policies followed are in all rmatenal respects the same as the Group’s policy
This policy I1s shown on page 115

Investments
Irnvestments are stated at cost less provision for mpawment

Fixed assets and depreciation

Fixed assets are stated at cost less provisions for impaiment and depreciation which, with the exception of freehold land which 1s not
depreciated, 1s provided cn all fixed assets on the straight-ine method, each tem being wnitten off over s estimated lfe The pnncipal
annual rates used for this purpose are

Freshold property 2%
Plant, equipment and vehicles 8% to 33 3%
Leases

The costs of operating leases of property and other assets are charged on a straight-line basis over the fife of the lease
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Notes to the Company Accounts continued

C1 ACCOUNTING POLICIES continued

Pensions

The Company makes contnbutions to defined contnbution pension plans, which are charged against profits when they become
payable The Company also operates a Group-wide defined benefit pension plan For defined benefit plans, the asset or hability
recorded in the Company Balance Sheet is the difference between the far value of the plan’s assets and the present value of the
defined obhgation at that date The defined benefit oblgation 1s calculated separately for the plan on an annual basis by an independert
actuary using the projected unit credt method

Actuanal gans and losses are recognised in full In the year in which they oceur, and are taken 1o other comprehensive Income

Current and past service costs, along with the mpact of setilements or curtailments, are charged to profit and loss The unwinding
of the discounting on the net habiity 1s recognised within finance income or expense as appropnate

Taxation
Tax on the profit or loss for the year compnses both current and deferred tax Tax is recogrised in the Profit and Loss Account except

to the extent that 1t relates o tems recognised either in other comprehensive Incoma or directly in equity

Current tax 1s the expected tax payable, on the taxable income for the year, using tax rates enacted, or substantially enacted, at the
balance shest date, and any adjustments to tax payable in respect of previous years

Deferred taxation 1s provided on taxable temporary differences between the carrying amounts of assets and labidies in the financial
statements and therr comesponding tax bases Deterred tax 1s measured at the tax rates that are expected to apply in the penods in
which the temporary differences are expected to reverse, based on tax rates and laws that have been enacted or substantially enacted
by the balance shest date Deferred tax assets are only recognised f recovery Is considered more lksly than not on the basis of all
avalable evidence

C2 RESULT FOR THE YEAR

As permitted by Sectron 408(3) of the Companies Act 2006, the Profit and Loss Account of Halma plc 1s not presented as part of
these accounts The Company has reported a profit after taxation for the financial year of £95,803,000 (2015 £88,330,000 {restated)}

Audttor's remuneration for audit services to the Company was £201,000 (2015 £162,000)

Total employee costs (including Directors) were

53weecksto 52 weeks to
2 April 28 March

2016 2015
£000 £000
Wages and salanes 5,865 6,539
Social secunty costs 683 615
Pansion costs 414 423
6,962 7,577

S3weeksto 52 weeks to
2 April 28 March

20186 2018
Number Number
Number of employees (all in the UK} 48 49

Details of Directors’ remuneration are set out on pages 82 to 80 within the Remuneration Report and form part of these financial
statements
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C3 FIXED ASSETS ~ INTANGIBLE ASSETS

1HOd3H J193Lvdls

Computer
Software
£000 o)
Cost rgn
At 28 March 2015 frestated”) 827 2
Addrions at cost 17 %
Disposals {46) m
Transfers (21)
At 2 April 2016 77
Accumulated depreciation
At 28 March 2015 {restated"} 722 -
Charge for the year 39 z
Disposals {46) %
Transfers 2 ri
At 2 April 2016 77 | S
Carrying amounts g
At 2 Apnil 2016 60 2
At 28 March 2015 106 @
C4 FIXED ASSETS - TANGIBLE ASSETS
Plant
Freehold equipment
properties and vehicles Total
£000 £000 £000
Cost
A 28 March 2015 {restated™ 3,043 1,805 4,848
Addtions at cost - 148 148
Disposals - (434) {434)
Transfers - 21 21
At 2 Apnl 2016 3,043 1,540 4,583
Accumulated depreciation
At 28 March 2015 (restated”) 480 1,125 1,605
Charge for the year 47 214 261
Disposals - {407} {407}
Transfers - 2 {2
At 2 Apnl 2016 527 930 1,457
Carrying amounts
At 2 April 2016 2,516 610 3,126
At 28 March 2015 2,563 680 3,243

* Seenote Ci4
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Notes to the Company Accounts continued

C5 INVESTMENTS
Shares in Group companies

2 Apni 28 March

2016 2015

£000 £000

At cost less amounts wrtten off at beginning of year 163,986 142,005
Increase in investments 2,516 21,881
Al cost less amounts wntten off at end of year 166,502 163,986

The mcrease of £2,516,000 compnses £991,000 for the 100% acquisition of Firetrace International Limited {Firetrace), £803,000
increase n Investment in an existing subsidiary, Halma Euro Trading Limited, and an ncrease of £827,000 in the investment of
Advanced Electronics Limited, offset by a decrease of £111,000 m the nvestment of ASL Holdings Limited (ASL) The latter two

were due to changes in the estimate of contingent considerations payable

Substdianes

Name Country Class Group %
A & G Secunty Electronics Limted United Kingdom Ordinary Shares 100"
Accudynamics, LLC United States Common Stock 100
Agcutome, Inc United States Ordinary Shares 100
Adler Diamant BV Netheriands Ordinary Shares 100
Advanced Electronics Limited United Kingdom Crdinary Shares 100
Advanced Fire Systems inc United States Common Stock 100°
Alicat Scientffic, Inc United States Common Stock 100
Analtvtical Development Company Limted United Kingdom Qrdinary Shares 100"
Apollo {Beljing) Fire Products Co Ltd China COrdinary Shares 100
Apollo America, Inc United States Commaon Stock 100
Apollo Fire Detectors Limited United Kingdom Ordinary & Deferred Shares 100*
Apollo GmbH Germany Ordinary Shares 100
Agquionics, inc United States COrdinary Shares 100
ASL Holdings Limited United Kingdom Ordinary Shares 100
Awvire Elevator Technology india Pte Lid India Ordinary & Preference Shares 100
Avire Elavator Technology Shanghat Ltd China Ordinary Shares 100
Avire Global Pte Ltd Singapore Ordinary Shares 100
Avire Inc Unrted States Ordinary Shares 100
Avire Limited United Kingdom Ordinary Shares 100°
Avresro Czech Republic Ordinary Shares 100"
Avo Photomcs (Canada) inc Canada A& B Shares 100
Avo Photonics, Inc United States A & B Preferred Stock & Com—mon Stock 100
B E.A Holdings, Inc United States Ordinary Shares 100
BEA Inc Unted States Ordinary Shares 100
B E A Investments, Inc Untted States Omdinary Shares 100
Baoding Lenger Precision Pump Co , Ltd China Ordinary Shares 100
BEA Electronks {Beying) Co Ltd China Ordinary Shares 100
BEA Japan KK Japan Qrdinary Shares 100
Beying Ker'Kang Instrument Limited Company China Crdinary Shares 100
Berson Milieutechniek BY Netherlands Crdinary Shares 100
Bio-Chem Fluidics, Inc United States Ordinary Shares 100
Bureau d'Electroruque appliquée S A Belgium Ordinary Shares 100
Castelt interiocks, Inc United States Orchinary Shares 100
Castell Locks Lirnited United Kingdom Ordinary Shares 100"
Castelt Safety China Ltd China Ordinary Shares 100
Castell Safety Intemational Limited United Kingdom Ordinary Shares 100"
Castell Safety Technology LUimned Unrted Kingdom Qrdinary Shares 100°
CEF Safety Systems BV Netherlands Ordinary Shares 100
CenTrak, inc Urited States Common Stock 100
Cosasco Canada Ltd Canada Ordinary Shares 100
Cosasco Middle East (FZE} UAE Common Stock 100
Crowcon Detaction Instruments Limited United Kingdom A & Orchnary Shares 100*
Diba Industries Limited United Kingdom Ordinary Shares 100°
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C5 INVESTMENTS contimued
Subsidianes continued

Name Country Class Group %
Diba Industnes, Inc Unrted States Common Stock 100
Diba Japan K K. Japan Qrdinary Shares 100
Eco Rupture Disc Limited United Kingdom Ordinary Shares 100”
Eiffel investments Ltd Iretand Ordinary Shares 100
EffelLuxSarl Luxembourg Ordinary Shares 100
Effab Hughes Lumted United Kingdom Ordinary Shares 1007
Eltab Limrted United Kingdom Ordinary Shares 100
FIRE Pangl, LLC United States Ordinary Shares 100
Fabncation de Produtts de Sécurné SaRL Tunisia Ordinary Shares 100
FFE Holdings Limited United Kingdom Deferred, A & Ordinary Shares 100°
FFE Lmited United Kingdom Crdinary Shares 100"
Fiberguide Industnes, Inc United Kingdom Ordinary Shares 100
Fire Fighting Enterpnses Limited Unted Kingdom Ordinary Shares 1007
Firetrace Aerospace, LLC Unrted States Ordinary Shares 100
Firetrace Export Corporation United States Common Stock 100
Firetrace Intermational Asia Pte Ltd Singapore Ordinary Shares 100
Firetrace Intemational Limeted Untted Kingdom Ordinary Shares 100*
Firetrace USA, LLC United States Ordinary Shares 100
Fluid Conservation Systems, Inc Unrted States Ordinary Shares 100
Fortress Interlocks Limrted United Kingdom Ordinary & Preferred Shares 100°
Fortress Interiocks Pty Lid Austraha Ordinary Shares 100
Halma (China) Group China Ordinary Shares 100
Halma Do Brasi - Equipamentos Brazil Crdinary Shares 100
De Seguranca Ltda

Halma Euro Trading Limited United Kingdom Ordinary Shares 100*
Halma Financing Limited United Kingdom Ordinary Shares 100
Halma Holding GmbH Germany Ordinary Shares 100
Halma Holdings, Inc United States Ordinary Shares 100
Halma India Pnvate Ltd Incia QOrdinary Shares 100
Halma International BV Netherands Ordinary Shares 100
Halma Internationat Limrted United Kingdom A & Ordinary Shares 1007
Halma Investment Holcings Limited United Kingdom Ordinary Shares 100
Halma IT Services Limited United Kingdom Ordinary Shares 100*
Halma Overseas Funding Limited Unted Kingdom Ordinary Shares 100
Halma PR Services Limrtad United Kingdom Ordinary Shares 100
Halma Resistors Unlimited Urited Kingdom Ordinary Shares 100
Halma Safety Lmited United Kingdom Ordinary Shares 1007
Halma Saude e Otica do Brasil — Importagio, Brazi Ordinary Shares 100
Exportagdo e Distribugdo Ltda

Halma Senvices Limited United Kingdom Ordinary Shares 106*
Hanowvia Limited United Kingdom Ordinary Shares 100*
HFT Shanghai Co , Ltd China Ordinary Shares 100
HWM-Water Limried Urited Kingdom OCrdinary Shares 100"
Hydreka SAS France Crdmnary Shares 100
Iso-Lok Limited United Kingdom Ordinary Shares 100"
Keeler Instruments, Inc United States Ordinary Shares 100
Keeler Lmited United Kingdom Ordinary Shares 100
Kerry Uttrasonics Sdn Bhd Malaysia Ordinary Shares 100
Kirk Key Interlock Company, LLC United States Ordinary Shares 100
Klaxon Signals Limited Unded Kingdom Ordinary Shares 100*
Labsphere, Inc United Statas Crdinary Shares 100
Langer Instruments Corporation United States COrdinary Shares 100
Meadowbndge Holdings Limited United Kingdom Crdinary Shares 100*
Medicel AG Switzerland A & B Preference & C Ordinary Shares 100
MicroSurgrcal Technology, Inc Unnted States Common Stock 100
Mistura Systemns Limited Unrted Kingdom COrdinary Shares 100*
Morley Electronics Limited United Kingdom Ordinary Shares 100°
Netherlocks Safety Systems BV Netherlands Ordinary Shares 100
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Notes to the Company Accounts continued

C5 INVESTMENTS continued
Subsidianes continued

Name Country Class Group %
Netherlocks Safety Systems GmbH Germany Ordinary Shares 100
Ocean Optics (Shanghai) Co , Ltd China Ordinary Shares 100
Qcean Optics Asia LLC Unrted States Common Stock 100
Qcean Optics BV Netherlands Ordinary Shares 100
Ocean Optics Germany GmbH Germany Ordinary Shares 100
Ocean Optics, Inc United States Ordinary Shares 100
Oklahoma Safety Equipment Co, Inc Unted States Ordinary Shares 100
Palintest Limited Unrted ¥Kingdom Ordinary & Deferred Shares 100"
Palmer Enwronmental Limited United Kingdom Ordinary Shares 100"
Palmer Environmenta! Services Limited United Kingdom A & Ordinary Shares 100°
Perma Pure India Pte Ltd Incha Qrdinary Shares 100
Perma Pure, LLC Unrted States Ordinary Shares 100
Pixelteq, inc United States Ordinary Shares 100
Power Equipment Uimited United Kingdom Preference & Ordinary Shares 1007
Radcom ({Technologies) Limited United Kingdom Ordinary Shares 100"
Radie-Tech Limed United Kingdom Ordinary Shares 100"
RCS Corrosion Services Sdn Bhd Malaysia Ordinary Shares 100
Research Engneers Limited Unrted Kingdom Ordinary Shares 100*
Reten Acoustics Lumited United Kingdom Ordinary Shares 100
Riester USA, LLC Unitad States Ordinary Shares 100
Robutec AG Switzerland Ordinary Shares 100
Robutec Wolfhalden GmbH Switzertand Ordinary Shares 100
Rohrback Cosasco international Limied Brnitish Virgin Isltands Crdinary Shares 100
Rohrback Cosasco System China Corporation China Commeon Stock 100
Rohrtyack Cosasco Systems LLC Saudi Arabia Common Stock 100
Rohrback Cosasco Systems Pte Ltd Singapore Ordinary Shares 100
Rohrback Cosasco Systems Pty Ltd Australia Ordinary Shares 100
Rohrback Cosasco Systems UK Limited United Kingdom QOrdinary Shares 100
Rohrback Cosasco Systems, Inc United States Common Stock 100
Rudolf Riester Gmbh4 Gemmany Ordinary Shares 100
S E RV Trayvou Interverroulllage SA France Ordinary Shares 100
Sensorex Corparation United States Common Stock 100
Shangha: Labsphere Optical Equipments Co , Lid China QOrdinary Shares 100
Smith Flow Control (Australia) Pty Ltd Austraha Ordinary Shares 100
Smith Flow Control Limited United Kingdom Qrdinary Shares 100
Smith Flow Control, Inc United States Ordinary Shares 100
Sonar Research & Development Limited United Kingdom Qrdinary Shares 1000
SunTech Group EB Trustee Limited United States Ordinary Shares 100
SunTech Medical (USA), LLC Unrted States Common Stock 100
SunTech Medical Devices {(Shenzhen) Co Ltd China Ordinary Shares 100
SunTech Medical Group Limited United Kingdom Ordinary Shares 100
SunTech Medical Limited United Kingdom Ordinary Shares 100
SunTech Medical Ltd (Hong Kong) Hong Kong Ordinary Shares 100
SunTech Medical, Inc United States Common Stock 100
Swift 943 Limited United Kingdom Ordinary Shares 100*
TL Jones Ltd New Zealand Ordinary Shares 100
Talentum Developments Limrted United Kingdom QOrdinary Shares 100°
Telegan Gas Monitonng Limted Untted Kingdom Crdinary Shares 100*
Texecom Limited Urited Kingdom Ordinary Shares 100"
Thinketron Precision Equipment Company Ltd Hong Kang Crdinary Shares 100
Value Added Solutions LLC United States Common Stock 100
Visiometnes S L Spamn Ordinary Shares 100
Visual Performance Diagnostics, Inc United States Common Stock 100
Volk Optical Inc United States Common Stock 100
Wikinson & Simpson Limited United Kingdom Deferred & Ordinary Shares 100"

*  Duwectly held by the Company
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C6 DEBTORS
2 Apnl 28 March
2016 2015
£000 £000
Amounts faling due within ona year
Amounts due from Group companies 37,545 38,029
Denvative financial mstruments - 129
Other debtors 2 -
Prepayments and accrued income 7,986 6,530
45,533 44,688
Amounts falting due after more than one year
Amounts due from Group comparnies 602,135 415,225

Denvatve financial nstruments in the pror year related to a Swiss Franc swap contract The swap was closed out dunng year and the

gan taken to the Profit and Loss Account

1
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C7 BORROWINGS
2 Apni 28 March
2016 2015
£000 £000
Faling due within one year
Overdrafts 13,446 10,675
Loan notes 336 -
13,762 10,675
Falling due after more than cne year
Unsecured loan notes 172,112 657
Unsecured bank loans 123,796 139,762
295,908 140,419
Totat borrowings 309,690 151,094

The Company has two sources of long-term funding, which compnse

« an unsecured five-year £360m revolving credrt facility, which exprres in November 2018 and 1s therefore classified as expinng within
two to five years {2015 wathin two to five years) At 2 Apnl 2016 £236,204,000 (2015 £220,238,000) remaned committed and

undrawn, and

= unsecured loan notes agreed on 2 November 2015 in a mix of Sterling, US Dollars and Euro with borrowing penods of five, seven
and ten years At 2 Apnl 2016 the outstanding loan notes totalled £171,870,000 (2015 £ni) The loan notes are classified as faling

due after more than one year

Further detalls are included in note 26 to the Group accounts

Included In loan notes due after more than one year, 1s £242,000 (2015 £657,000) of unsecured loan notes 1ssued in respect of the
Advanced acauisiiton These attract interest at 1% and are convertible into cash at par on each annwersary of the acquistion date until
14 May 2019 The loan notes due witien one year were converted into cash at par on 14 May 2016

The bank overdratts, which are unsecured, at 2 Apnl 2016 and 28 March 2015 were drawn on uncommitted facities which all expire
within one year, and were held pursuant to a Group pooling arrangement which offsets themn against credrt balances in subsidiary

undertakings

The Company I8 part of an arrangement between UK subsidianes whereby overdraft facilities of £15 305,000 (2015 £17,990,000)
are cross-guaranteed Of these facilihes £4,412,000 (2015 £64,000) was drawn
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Notes to the Company Accounts continued

C8 CREDITORS AMOUNTS FALLING DUE WITHIN ONE YEAR

2 Apnl 28 March

2016 2015

£000 £000

Trade creditors 2,011 1,456
Amounts owing to Group comparnies 35,117 43,8999
Other taxation and social securty 1,009 1,100
Other creditors 517 515
Accruals and deferred incoms 3,199 2,890
Proviston for contingent consideration 86 3,356
41,939 53,316

The £86,000 contingent consideration payable relates to the final payment for the acauisition of ASL The paymant 1 dus to be
settled in June 2016 The amounts in the prior year related 10 the acquistion of Advanced All outstanding amounts were setlied

dunng the year
C9 CREDITORS AMOUNTS FALLING DUE AFTER MORE THAN ONE YEAR
2 Apnil 28 March
2016 2015
£000 £000
Amounts owing to Group companies 11,050 11,112
Prowvision for contingent consideration - 197
Other creditors 777 444
11,827 11,753
These labilhes fall due as follows
Within one to two years 777 641
Within two to five years - -
After more than five years 11,050 11,112

The £197,000 provision for contingsnt consideration in the prior year represented the previous estimate of the amount payable for the

acquistion of ASL

C10 DEFERRED TAX
Retirement Short-term
benefit timing
obligations  differences Total
£000 £000 £000
At 29 March 2015 9,344 860 10,204
(Charge)/credrt to Profit and Loss Account {1,037) 272 {765)
Charge to Company Statement of Comprehensive Income {1,541) - (1,541}
Credt to equity - 118 118
At 2 Aprl 2018 6,766 1,250 8,016
At 29 March 2014 5,256 685 5,941
{Charge)/credtt to Profit and Loss Account ©917) 93 {824)
Credt to Company Statement of Comprehensive Income 5,005 - 5,005
Credtt to equrty - B2 82
At 28 March 2015 9,344 860 10,204

C11 SHARE CAPITAL

Issued and fully paid

2 April 28 March
2016 2015
£000 £000

37,965 37,965

Ordinary shares of 10p each

The number of ordinary shares In 1ssue at 2 Apnl 2016 was 379,645,332 (2015 378,645,332), including treasury shares of 940,421

{2015 1,371,785) and 311,444 shares {2015 ni}} held by the Employee Benefit Trust
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C12 RESERVES

The Capital redemption reserve was created on the repurchase and cancellation of the Company's own shares The Qther resarves
represent the provision being estabhshed in respect of the value of equity-settied share awards made by the Company Own shares
are ordinary shares in Halma plc purchased by the Company and held to fulfil sts obligations under the Group's share plans

C13 RETIREMENT BENEFIT PLAN

The Company participates in, and Is the sponsonng employer of, the Halma Group Penston Plan Dunng the pnor year, following
consuttation with members, it was decided that future benefit accruals for existing members would cease From that date, the former
defined benefit members joined the Company's existing defined contnbution plan

There 15 no contraciual agreement or stated policy for charging the net defined benefit cost within the Group  In accordance with
1AS 19 (Revised 2011), the Company contribution made to the defined bensfit plan dunng the year ended 2 Aprit 2016 was £2,941 000
(2015 £2,176,000)

Current service cost of £nil {2015 £1,038,000) and net interest charge on pension plan habilities of £1,413,000 (2015 £988,000)
were recognised in the Profit and Loss Account in respect of the Company defined benefit plan

The net movement on actuanal gans and losses of the plan reported in the Company Statement of Comprehensive Income and
Expenditure was as follows

53 weeks to 52 weeks to
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2 April 28 March

2016 2015

£000 £000
Defined benefit cbligations 14,695 (44,444)
Farr value of plan assets (8,589) 19,364
Net actuanal gains/{losses) 6,106 (25,080)

The actual return on plan assets was a gain of £2,783,000 (2015 loss of £26,275,000)

The amount included 1n the Company Balance Sheet ansing from the Company's cbligations in respect of its defined benefit retirement
plans 1s as follows

2 Apnil 28 March 29 March

2016 2015 2014

£000 £000 £000

Present value of defined benefit obligations {217,243) {230,721} (182,061)
Farr value of plan assets 181,615 183,980 156,033
Liability recognised in the Company Balance Sheet (35,628) {46,741) (26,028}

Under the current arrangements, cash contnbutions in the region of £7,080,000 per year will be made for the immediate future with the
objective of eliminating the pension defiot

Movements in the present value of the defined benefit obhgation were as follows

53 weeksto 52 weeks 1o

2 Apnl 28 March

2016 2015

£000 £000
At beginning of year (230,721) (182,061)
Service cost - {1,038}
Intsrest cost (7,399) (7,899)
Actuanal gains/llosses) 14,695 (44,444}
Contributions from plan members - {372
Benefits paid 6,182 5,076
Premums paid - 17
At end of year {217,243) (230,721)
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Notes to the Company Accounts continued

C13 RETIREMENT BENEFIT PLAN continued
Movements in the far value of the plan assets were as follows

53 weeks to 52 woeeks to
2 April 28 March
2018 2015
£000 £000
At beginning of year 183,980 156,033
Expected retum on plan assets 5,986 6,911
Actuanal (lossesygains (8,769) 19,364
Contnibutions from the sponsonng companies 6,600 6,393
Contnbuytions from plan members - 372
Benefits pad {6,182) (5,076}
Premiums paid - {17)
At end of year 181,615 183,880
The five-year history of expenience adjustments was as follows
2 April 28 March 29 March 30 March 31 March
2016 2015 2014 2013 2012
£000 £000 £000 £000 £000
Present value of defined benefit obligation (217,243) (230,721) {182,061) (182,249) {182,249)
Fair value of plan assets 161,615 183,880 166,033 147,055 147,084
Defict in the plan (35,628) 46,741) {26,028) (35,194) (35,165)
Expenence adjustments on plan {rabilties
Amount 2,265 4,271} - - (197)
Percentage of plan labilites (1)% 2% - - -
Expenence adjustments on plan assets
Amount (8,769} 19,364 - 8,815 (78)
Percentage of plan assets {8)% 10% - 6% 1Y%

Based on the most recent actuanal valuation, the estimated amount of contnbutions expected to be paid 1o the plan dunng the year

ending 1 Aprl 2017 1s £7,080,000

Further detalls of Hama Group Penston Plan, including all disclosures required under FRS 101, are contained in note 28 to the

Group accounts
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C14 EXPLANATION OF TRANSITION TO FRS 101
Reconcilation of Shareholders’ funds
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29 March 28 March
2014 2015 @
Note £000 £000 2
m
Shareholders’ funds reported under previous GAAP 360,028 408,775 %
Adjustments to equity on transtion to FRS 101 %
| Renstaterment of retirement benefit obligation (26,028) (46,741) m
It Deferred tax asset on retirement benefit obligation 5,256 9,344
Il Excess tax on share-based payment transactions - -
Shareholders’ funds reported under FRS 101 339,256 371,378
| - Retirernent benefit obligation -
z
Under UK GAAP (FRS 17), as the defined benefit plan was a multi-employer scheme and the Company was unable to identify its share z
of the undertying assets and llabilities, the plan was accounted for as a defined contnbution scheme, recogrising only the contnbution Q
payable by the Company E
w
Under FRS 101 the muiti-employer exemption 1s no longer avalable There 1s ne contractual agreement or stated policy for charging the =
net defined benefit cost within the Group amongst the partcipating companies Therefore the Company, as the sponsonng employer, fg
has recognised the fult defined benefit plan's net obligation on the Company Batance Sheet None of the net obligation is, or was, jul
recogrised on the indmdual Balance Shest of any other UK company within the Group a

The impact has been to increase Creditors falling due after more than one year at 30 March 2014 by £26,028,000 and at 29 March
2015 by £46,741,000

As prescribed under FRS 101 any actuanal gans and losses are recognised through the Company Statement of Comprehensive
Income and Expendriturs In 2015 actuanal losses of £25,080,000 were recognised

Il — A deferred tax asset of £5,256,000 relating to the retirement benefit obligation was recognised on the Company Balance Sheet
at the fransition to FRS 101 This results in an increase in the Profit and Loss Account reserve by £5,256,000

The increase in the pension plan obbgation dunng 2015, as descnbed above, has given nse to an increase in the corresponding
deferred tax asset from £5,256,000 to £8,344,000 and has increased the Profit and Loss Account reserve by a further £4,088,000

it - Under UK GAAP current and deferred tax relating to share-based payment transactions 1s taken 1o profit or loss in full Under

FRS 101, current and deferred tax 1s recognised in profit or loss for the year to the extent it relates to the share based payment charge
recognised 1t is taken to equrty where it exceeds the related cumulative share-based payment charge This resuits in a reduction in the
profit for 2015 of £634,000 but does not change the reported equrty

Reconcikation of profit for the year ending 28 March 2015

In accordance with the exemption provided by Section 408 of the Comparues Act 2006, the Company has not presented its own
Profit and Loss Account As a result of the adjustments noted above, the transition to FRS 101 has mncreased the profit atter tax for
2015 by £2,917,000, compnising £3,451,000 increase relating to the net impact of reinstating the defined benefit obligation and
£534,000 decrease relating to the treatrment of current and deferred tax in relation to share-based payments

Presentation of software in the Company Balance Sheet
Previously under UK GAAP, software was presented within tangble assets Under FRS 101, this is classified as an intangible asset
There 15 no change in the value ascnbed to the software asset
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Summary 2007 to 2016

2006/07 2007/08 2008/09

£000 £000 £000

Revenue (note 1) 354,606 367,855 455,928
Ovarseas sales (note 1) 258,050 288,701 351,622
Profit betore taxation, and adjustments (note 2) 66,091 73,215 79,087
Net tangible assets/capital employed 113,048 134,320 173,128
Borrowings {excluding overdrafts) 29,762 72,393 86,173
Cash and cash equivalents (net of overdrafts) 22,051 28,118 34,087
Employees {note 1) 3,326 3,683 4,018
Earmings per ordinary share {note 1) 11 86p 13 49p 14 07p
Adjusted eamings per ordinary share {note 2) 12 42p 13 86p 15 30p
Year-on-yaar increase in adjusted earnings per ordinary share 10 9% 115% 10 4%
Return on Sales {notes 1 and 3) 18 6% 18 4% 17 3%
Return on Capital Employed {restated — note 4) 62 2% 60 6% 53 7%
Returmn on Total Invested Capnal (restated — note 4) 14 3% 14 8% 14 2%
Year-on-year increase in divdends per ordinary share (pad and proposed) 5% 5% 5%
Ordinary share pnce at financial year end 220p 192p 156p
Market caprtalisation at financial year end £821 8m £717 7m £583 7m

All years are presented under IFRS

Notes
1 Continuing and thscontinued operations

2 Adjusted to remove tha amostisation of acqured ntangible assets and acquisition transaction costs, refease of fair value adustrents to inventory, and
adjustments to contingent consideration (collectively ‘acquistion tems’) IFRS figures include results of operations up to the date of ther sales or closure but
exclude matenal disconbnued and continuing profits on sales or closures of operations In 2013/14 only, the effects of closure 1o future benefit accrual of the
defined benefit pension plans have also been removed

3 Retumn on Sales Is defined as profit before taxation, the amortisation of acquired intangible assets, acquisition ftems {from 2010/11) profit or loss on disposal
of operations, and the effects of closure to future benefit accrual of the defined benefit pension plans net of assocated costs {2013/14 only) expressed as a
percentage of revenue

4 See rote 3 to the Report and Accounts for the defintions of ROCE and RCTIC The ROCE and ROTIC measures were restated n 2014/15 and for al
pnor years to use an average Capstal Employed and Total Invested Capital respectively This measure is considered 1o be more reprasentative

5 1AS 19 {as revised In June 2011) ‘Employee Benefits' was adopted by the Group in 2013/14 To aid comparison, and as required by IAS 19 (rewisad),
the Consolidated Financial Staterments and affected notes for 2012/13 were restated as f 1AS 19 {revised) had always appéied dunng that year Results
prior to 2012/13 were not restated
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(Restated)

{note 5)
2009/10 201011 2011112 201213 201213 201314 201415 2015/16
£000 £000 £000 £000 £000 £000 £000 £000
459,118 518,428 579,883 619,210 619,210 676,506 726,134 807,805
360,779 412,297 454,270 503,635 503,635 548,629 587,822 662,984
86,214 104,551 120,465 130,661 128,543 140,249 153,618 166,014
145,519 146,964 163,283 188,701 188,701 189,707 219,148 259,373
21,924 79,688 64,014 160,013 160,013 107,622 140,419 296,244
31,006 42,610 45,305 49,723 49,723 33,128 39,525 48,526
3,689 3.875 4,347 4,716 4,718 4,999 5,328 5,604
16 10p 19 23p 2301p 2522p 24 79p 28 14p 27 49p 28 76p
16 89p 2049p 24 46p 26 22p 25 79p 28 47p 3117p 34 26p
10 4% 21 3% 19 4% 72% 54% 10 4% 9 5% 09%
18 8% 202% 208% 21 1% 208% 207% 21 2% 206%
55 9% 722% 786% 76 4% 75 8% 76 6% 77 6% 72 3%
14 0% 16 0% 17 6% 16 9% 16 6% 16 7% 16 3% 15 6%
7% 7% 7% 7% 7% 7% 7% 7%
259p 356p 381p 518p 518p 579p 701p 812p
£978 1m £1,3427m £1,440 8m £1,962 6m £1,962 6m £2,192 6m £2,661 3m £3,462 4m
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Halma Directory

Principal operating companies by sector

Main products

Process Safety

Castall Safety International Limited

Satety systems for controfing hazardous industrial processes

Crowcon Detection Instruments Limrted

Gas detection instruments for personnel and plant safety

Elfab Limited

Pressure sensitive relief devices to pratect process plant

Fortress Interfocks Limited

Interiock systems for safeguarding dangerous machines and hazardous processes

Kirk Key Interiock Company, LLC

Key mnterlocks and interiockang systems for the protection of personnel and equipment

Netherlocks Safety Systems BV

Process safety systams for petrochemical and industrial applications

Osaco, Inc

Pressure relief products used in patrochemical and industrial applications

Rohrback Cosasco Systems Inc

Design, manufacture and sale of pipeline corrosion maonitoring products and systems into
diverse Industrles including oll, gas, petrochemical, pharmaceutical, chemical and utilites

SERV Trayvou Interverroullage S A S

Safety systems for controlling access to dangarous machines

Smirth Flow Control Limited

Process safety systems for petrochemical and indusingl applications

Infrastructure Safety

Advanced Electrorucs Limuted

Networked fire detectors and control systems

Apolio Fire Detectors Limited

Srmoke and heat detectors, sounders, beacons and intarfeces

Avirg Limited

Infrared safety systerns for elevator doors end elevator emergency communications

Bureau D'Hectronique Appliquée S A (BEA)

Sensors for aulomatic doors

FFE Umited

Flame detactors, beam smoke detectors and speclalist fire extinguishing systems

Firetrace USA, LLC

Automatc fire detectlon and suppression sysiems

Texecom Limited

Security sensors end signalling products

Medicat

Accudynamics, LLC

Mecharucal and fluldic components pnmanly used In medical, ife science and sclentific instruments

Accutome, Inc

Ophthalmic diagnostic and surgical equipment, as well 85 a broad line of pharmaceutical products

Baoding Longer Precision Pump Co, Ltd

Peristaltic, syringe, piston and gear pumps for use in laboratery, industrial and medical apphcations

for both end-user and OEM customers

Bio-Chem Fluidics Inc

Minlature valves, micro pumps and fluid componants for medical, Iife scrence and scientific mstruments

CenTrak, Inc

Real-tima location systems for healthcare facilibes

Diba Industnes, Inc

Specialised components and complate fluid transfer subassemblies for medical, ife science

and scientific instruments

Keeler Limtted

Ophthalmic Instruments for diagnostic assessment of eye conditions

Madicel AG

instruments for ophthalmic surgery

MicroSurgical Technology, Inc

Ophthalrmic surgical products, focusing on single-use devices used in cataract surgery
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Principal locations

Telephone

E-mail

Website

Kingsbury London {Head Oifice)
Shanghal, Chuna

+44 ()20 8200 1200

uksales@castall com

www castell com

Abtngdon, Oxfordshire (Head Ofiice)
Belling, China

Ertanger, Kentucky

Singapore

The Netherfands

+44 {01235 557700

sales@crowcon com

www Crowcon com

North Shields, Tyna & Wear

+44 {0)191 2031234

sales@eliab com

www elfab com

Woiverhampion, West Midlands (Head Office)

Melbourne, Australia

+44 (0902 349000

sales@fortressinteriocks com

www fortressintariocks com

North Canton, Ohio

+1 BOO 438 2442

sales@hkurkkey com

www larkkey com

Alphen aan den Ayn, The Nethertands (Head Otlice} +31 (0)172 471 339

Dubal UAE

Guyarat, India
Stockstadt, Germany
Housten Texas

sales@netharocks com

www natherlocks com

Broken Arrow Oklahoma

+1 918 258 5626

info@oseco com

WWW 03eC0 Com
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Sania Fe Spnngs, California (Head Office)

Houston, Taxas
Aberdeen, Scotland
Sharah, UAE
Singapore

Perth, Australia
Edmonton Canada
Beijing, China

Kuala Lumpur, Malaysia

+1 562 949 0123

sales@cosasco com

WWW COSasco com

Pans, France (Head Office)
Turus, Tunisia

+33 (0)1 48 18 1515

sales@servirayvou com

Www servirayvou com

Witham Essex (Head Office)
Erlanger, Kentucky

Victoria Australia

Being, China

Mumbal, India

+44 (ON376 517901

sales@smithfioweontrol com

www smithflowcontrol com

Cramhngton, Northumbsriand (Head Office}

Hopkinon, Massachusetts

+44 (1670 707111

sales@advancedco com

www advancedco com

Havant, Hampshire (Head Office)
Auburn Hills, Michigan
Beiling, China

+44 (0)2392 492412

enquiries@apolto-fire com

www apollo-fire co uk

Mardanhead, Berkshire (Head Office)
Ceské Budéjovice, Czech Republic
Hauppauge New York

Shanghai China

Singapore

+44 (0)1628 540100

sales uk@avire-global com

www avire-global com

Lidqge Belgium (Head Officg)
Pittsburgh, Pennsytvama
Beiing, China

+32 (D)4 361 65 65

info@bea be

www bea be

Hitchin Hertfordshire

+44 (01462 444740

sales@fieuk.comn

www ffeuk com

Scottsdale, Anzona

+1 480 607 1218

info@firetrace com

www firetrace com

Hastngden, Lancashire

+44 (011706 220460

sales@texe com

www texe com

Lakewlle Massachusetts

+1 508 946 4545

info@accudynamics com

www accudynamics com

Matvern, Pennsylvanua (Head Oftice)
Cuik, The Netherlands

+1 610 889 0200

info@accutome com

www accutome com

Baoding, Hebel, China

+86 312 3110087

longer@longerpump com

www longerpump com

Boonton, New Jersey

+1 973 263 3001

sales us@brochemfividics com

www biochemfluidkics com

Newtown Pennsytvarua

+1 215 860 2928

info@centrak com

www centrak.com

Danbury, Connecticut (Head Office)
Cambndge, UK

+1 203744 0773

sales@dibaind com

www dibaind com

Windsor, Berkshire (Head Office)
Broomall, Pennsylvana

+44 (011753 857177

info@keelar co uk

www keeler co uk

Wolthalden Switzertand

+41 71 727 1050

Info@medicel com

www medicel com

Redmond, Washtngion

+1 425 556 0544

info@microsurgical com

wwW micresurgical com
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Halma Directory continued

Principal operating companies by sector

Main products

Medical continued

Rudolf Riester GmbH

Diagnostie medical devices for ophthaimology, blood pressure measurement and ear,
nose and throat diagnostics

Suniech Medrcal Inc

Clirucal grade non-invasve blood pressure monétoring products and technologies

Visiometrics S L.

Ophthatmic dragnostic instruments that objectively measure visual aculty

Volk Optical, Inc

Ophthalmic eguipment and lenses as awds to diagnosis and surgery

Envircnmental & Analysis

Alicat Scientific, Inc

Mass flow meters, mass flow controllers and pressure controllers for high-precision
flund flow measurameant

Avo Photonics, Ing

Opto-electronic solutions and product design, development and manutactunng of exclusive,
confidential private label applications

Berson Milieutechnigk BY

Ultrawiclet (UV) disinfection systerns for mumicipal drinking water and wastewater treatment plants

Fiberguide Industnies, Inc

Large core specialty optical fibre, high temperature metalised fibres for optical power defivery
and opftical sensing apphcations

Hanowa Limited

Ultravialat {UV) hght water treatment equipment used n the manufacture of food, beverages
and pharmaceaLticals, as well as products for aquacutture pool and leisure and for maring
ballast water treatment

HWM-Water Limrted Mutti-ulilty M2M sclutions provider, including data recording and managernem for water networks,
electricty solar PV and energy conservation
Hydreka SA S Equipment and software 1o monitor and ansiyse the entire clean and dirty water cycle and for leak

detection in municipal and large scala industnal apphcations

Labsphere, Inc

Precision radiometne and photometric systems and software for light testing, calibration and
measurernent

Ocean Optics, Inc

Portable spectrometers and spectral sensors for laboratory and field applications in chemical analysis
process control, srronmental monitoring, Ife sciences and medical diagnostics

Palintest Limited

Water and envronmental analysis equipment o test dnnking water, wastewater and process water,
water in pools and spas, as well as farming and irmgation applications

Perma Pure LLC

High precision moisture management products Including dryars, humidifiers, and complete sample
conditioning systems for emissions monitonng, process analysis and medical applications

Pmelteq, inc

Multispectral sensing and imaging solutions for aerospace, biomedical semiconductor, industnal and
scientific applications

Sensorax Corporation

Etectrochemical sensors for watar analysis applcations in the process industry and laboratory markets

Welhai Guangxue Yigi {Shanghai), Ltd
{also known as Ocean Optics Asia)

Portable spectrometers and spectral sansors for laboratory and field applcations in chermical analysis,
process control, envronmantal monitoring, e sciences and medical dlagnostics

Group

Halma plc

Ha!ma plc Head Office

Halma Holdings Inc

Ha'ma North Amarican Head Cffice

Halma International Limited Representative Offices

Halma China hubs in Shangha, Bejjing, Chengdu, Guangzheu and Shenyang

Halma India Pvt Lid

Halma India hub
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Prnincipal locations Telephone E-mail Website
Jungingen Germany +49 (0074 77 92 700 info@nester de www nester de
Morriswlle, North Carolna (Head Office) +1 819 654 2300 sales@suntechmed com www suntechmed com

Shenzhen, China

Cerdanyola, Spam (Head Office)
Aliso Viejo, Califorrua

+34 935 824 50

info@visiometncs com

www visiometrics com

Mentor Ohio

+1 440 942 6161

volk@volk com

www volk com

Tucson Anzona (Head Oftice)
Shanghar China
Mumbai, India

+1 520 280 6060

info@alicat com

www alicat com

Horsham Pennsylvania (Head Office) +1 215 441 Q107 sales@avophotonics com www avophotonics com
Toronto, Canada

Nuenen The Netherlands +31 (J40 280 7777 info@bersonuv com www bersonuv com
Stirling, New Jersey (Head Office) +1 908 647 6601 info@hberguide com www fiberguide com
Catdwell Idaho

Shanghai, China

Slough Berkshre (Head Office) +44 (01753 515300 sales@hanovia com www hanovia com

Shanghai China
Erangar, Kentucky

Cwmbran South Wales (Head Office)
Prstord, Northarmpton
Cincinnatl, Ohio

+44 (01633 489 479

sales@bwm-water com

www hwmglobal com

Lyon, France

+33 (0)4 7253 11 53

hydreka@hydreka ir

www hydreka com

MNorth Sutton, New Hampshire (Head Office}

Shanghar, China

+1 603 027 4265

labsphere@fabsphere com

www labsphere com

Dunedin, Flonda {Mead Office}
Winter Park, Flonda
Ostfidern, Germany

Durven, The Netherlands
Oxford, Oxfordshire

+1 727 733 2447

info@oceanoplics com

www oceanoptics com

Gateshead, Tyne & Wear (Head Office)
Beyjing, China

Sydney, Australia

Eranger, Kentucky

+44 (0191 491 DBOB

sgles@patintest com

www palintest.com

Lakewood, New Jersey (Head Office)
Shangha, China
Mumbal, India

+1 732 2440010

info@permapure com

WWW permapure com

Largo, Flonda {(Head Otiice)
Beying, China

¥4 727 545 0743

wifo@pixelieg tom

www ppetteg com

Garden Grove, California

+1 714 895 4344

sales@sensorex com

WWW sensorex com

Shangha, China (Head Office)
Befjing, China

+B86 (0)21 6205 6600

astasales@oceanoptics com

wWww 0ceanoplics ch

Amersham, Buckinghamshire

+44 (0)1494 721111

halma@halma com

www halma com

Cincnnatl, Ohio +1 513 772 5501 ha'maholdings@hatimaholdings com www halma com
China +86 21 6016 7666 halmachuna@halma com www halma cn
Bengalury, India +91 {22)6101 1234 halmamndia@halma com www halma in

Halma plc Annual Report and Accounts 2016 179

1HOJ3Y DID3LIVHIS

JONYNHIAOD

SEINIWILS TYIONVYNIS




Shareholder Information and Advisers

Financial calendar

2015/16 Half year results 17 November 2015
2015/16 Intenm dvidend pard 10 February 2016
Trading update 11 February 2016
2015/16 Year end 2 April 2016
2015/16 Final resuits 14 Juns 2016
2015/16 Report and Accounts Issued 21 June 2016
Annual General Meeting 21 July 2016
2015/16 Final dvidend payable 17 August 2016
2016/17 Hall year end 1 October 2016
2016/17 Hatf year results 22 November 2016
2016/17 Intenm dividend payable February 2017
2016/17 Year end 1 Apnl 2017
2016/17 Final rasults June 2017
Shareholders Shares

Analysts of shareholders at 16 May 2018 {number} % {number) %
Number of shares held
1 - 5,000 5,035 792 6,691,118 18
5,001 - 25,000 N 24 8,259,929 22
25,001 - 100,000 268 42 13,446,030 35
100,001 ~ 750,000 186 29 56,098,631 148
750,001 and over 82 13 2095149,624 777

6,362 1000 379,645,332 1000
Share price
London Steck Exchange, pence per 10p share 2016 2015 2014 2013 2012
Highest 917 726 623 531 430
Lowest 699 559 471 373 306
Dividends
Pence per 10p share 2016 2015 2014 2013 2012
Intenm 4.98 465 435 408 379
Final 783 731 682 637 595
Total 12.81 1186 1117 1043 974
* Proposed

INVESTOR INFORMATION

Visit our website, www halma com, for investor Information and Company news In addition to accessing financial data, you can view and
download Annual and Haff Year Reports, analyst presentations, find comtact details for Halma senior exscutives and subsidiary companies and
access lnks to Halma subsidiary websttes You can also download our iPad app or subscribe to an e-mall news alert service 1o automatically
recenve an e-mall when significant announcements are made

SHAREHOLDING INFORMATION

Please cortact our Regstrar, Computershare, directly for all enquines about your shareholding Visrt therr Investor Centre website

www Invastorcentre co uk for online nformation about your shareholding (you will need your shareholder reference number which can be
found on your share certdicate or dvdend confirmation), or telephone the Registrar direct using the dedicated telephone number for Halma
sharehoiders +44 (0)370 707 1046

DIVIDEND MANDATE

Shareholders can arrange 1o have their dvdends pad directly Into their bank or building society account by completing a bank mandate form
The advantages to using this service are the payment 1s more secure than sending a cheque through the post, it avoids the inconvenience
of paying in a cheque and there 15 no nsk of lost, stolen or out-of-date cheques A mandate form can be obtained from Comptttershare or
you will find one on the reverse of your last dwidend confirmation
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DIVIDEND REINVESTMENT PLAN

The Company operates a dvdend reirvestment plan (DRIP) which offers shareholders the option to slect to have ther cash dmdends
reinvested in Malma ordinary shares purchased in the market You can regrster for the DRIP online by wisting Computarshare's Investor
Centre webstte (as above) or by requesting an application form direct from Computershare Shareholders who wash to elect for the DRIP
for the torthcorming final dhivdend, but have not already done so, should retum a DRIP application form to Computershare no later than

27 July 2016
ELECTRONIC COMMUNICATIONS

All sharsholder communications, including the Company’s Annual Report and Accourts, are made avallable to shareholders on the Haima
website and you may opt to receve e-mail notrication that documents and information are avaflable to view and download rather than to
recene paper coptes through the post Using electroric communications telps us to Imit the amount of paper we use and assists us in
reducing our costs i you would ke to sign up for this service, wisit Computershare’s Investor Centre website You may change the way
you recetve communications st any tme by contactng Computershare

ANNUAL GENERAL MEETING

The 122nd Annual General Meeting of Halma pic will be held in the Burdett Surte at No 11 Cavendish Square, London W1G 0AN

on Thursday 21 July 2016 at 11 00 am
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Tel  +44{001494 721111

Fax +44{0y1494 728032
Web wwwhaima com

HALMA

STAY UP-TO-DATE

The latest Halma news, share price, webcasts,

financial documents and more can be found on the
Halma website at www halma com You can download
our free nvestor relations (Pad app and follow Halma on
the move at http//goo gliawgiy




