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Andrew Williams, Halma’s Chief 
Executive, began by giving a 
summary of the year. 
 
It’s been another record year for 
Halma, with a strong combination of 
excellent financial results and 
continuing investment for the future.   
 
Revenue increased by 12% to £580m 
and profit1 by 15% to £120.5m.   
 
We made good progress on our 
strategic growth initiatives.  Revenue 
from Rest of the World (territories 
excluding UK/Mainland Europe/USA) 
increased by 11% to £138m, 
representing 24% of the Group total.  
Investment in R&D increased by 7% to 
£27.4m. 
 
We made two acquisitions and one 
disposal during the year.  Following 
the year-end, we completed a further 
three acquisitions making a total 
spend of £80m on these five 
acquisitions. 
 
We continue to deliver a strong cash 
flow performance with cash flow at 
104% of profit, above our 100% target 
level. 
 
We are proposing to increase our final 
and full year dividend by 7%.  This is 
the 33rd consecutive year of dividend 
increases of 5% or more. 
 
In the context of a complex and 
challenging macro-economic 
environment, I am very pleased with 
these results which once again 
demonstrate Halma’s ability to make 
progress in uncertain times and I 
expect to see that continuing in the 
year ahead. 

Kevin Thompson, Finance Director, 
reviewed the financial performance 
in more detail.  
 
We made good progress in the year, 
delivering growth, high returns and 
maintaining a strong financial position.   
 

 
 
This was another year of record 
revenue and profit.  This is the 9th 
consecutive year of record results, 
through some tough economic 
environments.  
 
Organic2 revenue growth at constant 
currency (i.e. excluding the impact of 
acquisitions and currency translation 
effects) was 5%.  We saw an even 
pattern of growth through the year.   
 
Revenue grew in all major regions – a 
similar pattern to the first half of the 
year.  There was strong growth in the 
UK – up 18% – with an excellent 
performance from our water 
businesses.   

“Record results and continued 
dividend growth” 
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The USA is our largest sales 
destination, up 8% this year, driven by 
acquisitions.  In the US the biggest 
growth came from our Industrial Safety 
sector.  Mainland Europe revenue 
increased by 12% with Health and 
Analysis growing fastest.  Around 70% 
of our European sales are to Northern 
Europe.  Far East and Australasia was 
up 15% with China 25% higher, now 
5% of Group revenue.  Other countries 
increased by 7% picking up a little in 
the second half, but we have found 
tough market conditions in Africa, Near 
and Middle East due to the political 
uncertainty there.  
 
Our target is for the 24% of total 
revenue from outside UK/Mainland 
Europe/USA to become 30% of the 
total by 2015.    
 
The Profit bridge that follows shows 
the movement between the 2010/11 
profit1   of £104.6m and the 2011/12 
profit1 of £120.5m.  There was minimal 
net impact from currency translation – 
we experienced a weaker US Dollar 
and stronger Euro relative to Sterling 
than in the previous year.  So far in 
2012/13 that position has reversed 
with a stronger US Dollar and weaker 
Euro.  
 

 
 
We made two acquisitions in 2011/12 
– Kirk Key Interlock Company and Avo 
Photonics – both based in the USA.  
We paid a total of £15m with up to 
£7m further based on the achievement 
of growth.  Together with the 
companies we purchased in 2010/11, 
acquisitions contributed £10.5m (net of 
financing costs) to the 2011/12 profit 
growth based on their run rate at 
acquisition.  We have completed three 
further acquisitions since year end 
spending £65m.   
 
Completing the profit bridge we have 
organic2 profit growth at constant 
currency of £5.1m (5% growth).   
 
We achieved strong returns.  Return 
on Capital Employed3 (ROCE) was at 
the record level of 74.7% (2010/11: 
71.9%) showing the effective use of 
assets at operating company level.  
Return on Total Invested Capital4 

(ROTIC) was also a record at 16.8% 
(2010/11: 15.5%). 
 
Return on Sales5 (ROS) increased to 
20.8% (2010/11: 20.2%) with a robust 
underlying organic performance 
supplemented by the high profitability 
of acquisitions in the past two years.  
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Our Return on Sales has been 16% or 
more every year for more than 25 
years.  We set ourselves a target of 
achieving 18-22% ROS and are 
operating well into the target range.  
 
Cash flow in the year was good.  We 
started the year with net debt of 
£37.1m and finished with £18.7m of 
net debt after paying for acquisitions, a 
substantial dividend and making 
continued investment in our 
businesses.  
 

 
 
Working capital performance was 
strong in the second half of the year.  
Capital expenditure was up 7% on the 
prior year at £16.5m (2010/11: 
£15.4m).   
 
The effective tax rate was 23.5% 
(2010/11: 26.2%).  The decrease was 
mainly due to lower UK Corporate tax 
rates and the benefit of increased 
profit in Switzerland, a lower tax 
environment.  
 
The pension deficit reduced to £33m 
(2010/11 Y/E: £36m).  We continue to 
pay extra cash into the pension 

scheme to reduce the scheme deficit 
(£6m per annum now increasing to 
£7m per annum) based on the 
actuary’s recommendation.  
 
Subject to shareholder approval, we 
are recommending an increase in the 
final dividend of 7% following a 7% 
increase in the interim dividend.  This 
will be the 33rd consecutive year of 
dividend increases of 5% or more.  
 

 
 
In October 2011 we replaced our 
£165m revolving credit facility with a 
£260m facility for 5 years to 2016.  
This gives greater certainty over the 
medium term funding of the Group.  
Our strong financial position allows us 
to make further value adding 
acquisitions.    
 
Andrew Williams then reviewed the 
performance of Halma’s three 
sectors.   
 
The revenue and profit contributions 
from each sector continues the broad 
trend established in recent years.   
 

 
 
Profit from Health and Analysis 
increased to 46% of the Group total 
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(last year 42%), whilst Infrastructure 
Sensors contributed 31% of group 
profit (last year 36%).  All three sectors 
continue to deliver Return on Sales 
above 19%, well within the Group’s 
18% - 22% target range. 
 
Health and Analysis delivered a 
strong performance including good 
underlying organic growth (excluding 
Volumatic, sold in March 2012).   
 

 
 
Return on Sales improved to 22.8% 
from 21.1% last year.  Recent 
acquisitions have boosted our Return 
on Sales as well as overall rates of 
growth. 
 
All four sub-sectors increased 
revenue.  Health Optics delivered solid 
organic growth whilst our Water 
businesses continued to gain market 
share even though there was no 
repeat of major UV contracts won in 
the US last year. 
 
Health Optics is becoming a more 
significant proportion of this sector, 
increasing to 28% of sector revenue 
compared with 25% last year.  This is 
set to continue in 2012/13 following 
two acquisitions made after the year 
end.   
 

 
 
As reported in the half-year results, 
our Fluid Technology businesses had 
a challenging year, following 
significant OEM customer 
consolidation and problems with OEM 
customer product launches.  As 
expected, we made steadier progress 
in the second half.  We expect things 
to continue to improve as we progress 
through 2012/13 and are acting to 
diversify our customer base. 
 
The regional distribution of revenue 
within Health and Analysis has some 
key differences with the group overall.  
UK and Europe contribute 36% of 
sector revenue compared with 48% of 
the group total, whilst the US 
contributes 39% compared with 28% 
of the total.   
 

 
 
Growth of 3% in the US was relatively 
weak due to the performance of Fluid 
Technology and Water. However, this 
was more than compensated by strong 
growth in UK and Europe, with good 
performances from Water and Health 
Optics.  The Health and Analysis 
sector continues to make good 
progress in the Far East.  
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Our Infrastructure Sensors sector 
delivered a resilient performance 
despite the challenges in Elevator 
Safety which were outlined at the half 
year stage.  All revenue growth was 
essentially organic growth with a small 
adverse currency effect.  Return on 
Sales at 19.1% was well within the 
18% - 22% group target, although 
slightly lower than 19.8% achieved last 
year. 
 

 
 
Fire Detection and Automatic Door 
Sensors contribute two-thirds of sector 
revenue.  It was pleasing to see both 
these sub-sectors achieving growth 
rates above their respective markets.  
Automatic Doors did well to achieve a 
strong result considering the reduced 
demand caused by delays in High 
Speed Train projects in China.   
 

 
 
During the second half we made a 
number of senior management 
changes in our European and Asian 
Elevator Sensor businesses.  The 
objective of this reorganisation is to 
give better coordination in new product 
development and sales distribution so 
that we can better serve our global 

OEM customers.  The cost of this 
reorganisation was £0.5m in the 
second half of 2011/12 and will be 
£1m in the first half of 2012/13.  We 
expect to cover these costs and 
achieve growth by the end of 2012/13.   
 
UK and Europe represent 60% of 
Infrastructure Sensor revenue 
compared with 48% of the group total, 
whilst US revenue at 18% of the 
sector, is well below the Halma total of 
28%. 
 

 
 
The UK performed well as a result of a 
good contribution from Fire Detection, 
whilst US growth was weaker due to 
the impact of Elevator Safety.  We 
continue to see weaker demand in the 
Middle East as a result of the political 
and economic turmoil there. 
 
It was another strong year for 
Industrial Safety with double-digit 
organic revenue and profit growth.  
The Return on Sales was the highest 
of the three sectors at 23.9% a slight 
increase over 23.7% in 2010/11.  This 
reflects the benefits of health and 
safety regulation driving demand for 
our products.  In addition, 40% of 
sector revenue is derived from the Oil 
and Gas market which continued to be 
buoyant during the year.   
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Safety Interlocks is the largest of the 
four sub-sectors in Industrial Safety.  
This was strengthened in the year by 
the Kirk Key Interlock acquisition made 
in May 2011.  All four sub-sectors 
achieved double-digit growth and it is 
pleasing to see increased focus on 
new product development delivering 
better than market growth rates.   
 

 
 
The regional revenue distribution 
shows UK revenue at 28% of the 
sector compared with 21% of the 
Group total and US revenue at 22%, 
well below the percentage for the total 
Group.     
 

 
 

The highest growth was achieved in 
the US, mainly as a result of the Kirk 
key acquisition.  The UK was strong 
with market share gains in Gas 
Detection through successful new 
product launches and a strong North 
Sea Oil and Gas market.  It is 
interesting to note that growth from the 
Far East and Australasia is lower in 
this sector than in the Group overall.  
This illustrates the reduced impact of 
health and safety regulations in this 
region and also the impact of project 
delays in the nuclear industry following 
the Fukushima disaster. 
 
Andrew Williams then gave an 
update on Halma’s strategic 
investments to sustain growth. 
 

 
 
R&D spend on product Innovation 
increased by 7% to £27.4m 
representing 4.7% of group revenue.  
This percentage is very slightly lower 
than last year due to the lower R&D 
content of recent acquisitions.  Often 
we aim to increase investment in R&D 
after having acquired a business.  We 
have a strategy of placing our R&D 
resources close to our customers.  
This gives us the ability to develop 
competitive advantage, gain market 
share and find new applications to fuel 
growth. 
 
The top three winners of the Halma 
Innovation Awards 2012 included the 
new Datagate product from Halma 
Water Management which is an 
excellent example of product 
innovation to gain market share.  
Datagate is a software package which 
allows water utilities to easily configure 
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and integrate HWM’s pressure, flow 
and leak detection dataloggers with 
their own control system.  As a result 
of this innovation, HWM won a series 
of major contracts from UK water 
utilities. 
 

 
 
Ocean Thin Films (OTF) won an 
award for their multi-spectral imaging 
camera (MSI) which is a new 
technology for scientific analysis.   
OTF is part of our Photonics sub-
sector.  These businesses develop 
technology which is used to assess 
the chemical composition of 
substances using electro-optics.  
Every chemical element or compound 
responds to different wavelengths or 
combination of wavelengths of light.   
 
The advantage of MSI is that it can 
analyse substances across a range of 
wavelengths simultaneously.   This 
removes the need for multiple 
cameras or sequential measurements 
using the same camera, which is 
particularly important if the substance 
being analysed is changing quickly 
over time.   
 
The winner of this year’s top award 
was a new Bursting Disk used in the 
Oil and Gas industry to make the 
“fracking” process safer and more cost 
effective.  This is an excellent example 
of a new innovation providing a new 
application for existing technology.   
 
We continue to increase investment in 
People Development since our 
decentralised operating structure relies 
on high quality management within the 
local operations.  Our training 

programmes seek to ensure that our 
senior leaders have the rights skills 
and behaviours to succeed in our high 
performance culture. 
 
Over the past year, approximately 170 
senior managers have attended 
Halma-run programmes.  One of the 
benefits of this is to build a talent 
pipeline for succession planning. 
Therefore it was pleasing to fill a 
vacancy for the Halma Executive 
Board through internal promotion.   
 
In 2012, we launched the Halma 
Graduate Development programme.  
This will help us to attract new 
technical talent into the Group and 
contribute towards increasing the 
diversity of our management talent.  
The first group of new graduates, 
based in UK and US, will start the first 
programme in autumn 2012. 
 
We continue to invest in International 
Expansion.   
 
In Asia, we are investing to build 
stronger local management talent and 
we have introduced some specific 
development programmes for 
managers in Asia.  We are recruiting a 
Halma Asia HR Director to build our 
bench strength of managers to support 
organic growth and acquisitions in the 
region. 
 
As reported last year, our companies 
have been increasing investment in 
South America and six sub-sectors 
now have a direct presence there.  
During the past year revenues grew by 
23% to £11m with the Oil and Gas and 
Healthcare markets promising good 
prospects for the future.  
 
Managing the mix of businesses in our 
portfolio is key to the sustainability of 
organic growth and also Halma's 
business model and operating culture.  
Our “flat” operating structure, means 
that we could accommodate around 50 
operating companies without adding a 
new layer of management.  Over many 
years, we have achieved significant 
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growth whilst maintaining 
approximately 40 operating 
subsidiaries.  Since we are regular 
acquirers of businesses, this means 
we also have to, from time-to-time, 
make disposals and complete internal 
mergers. 
 

 
This chart demonstrates that over the 
past 10 years, profit has grown from 
around £46m to £120m, whilst the 
number of operating companies has 
ranged between 36 to 44 (currently 
40).   
 
During the past year we completed 
one disposal and two internal mergers. 
 

 
 
In March 2012, we sold Volumatic, our 
cash counting product business, for 
£4.4m (plus £3.9M potential earn-out).  
Volumatic’s main markets were the 
banking and retail sectors which have 
proved to be very volatile over the 
years.  We achieved a good multiple 
for selling this business which made 
an average of £0.6m profit over the 
past 5 years.  Volumatic was the only 
non-core business which did not fit 
within our 12 sub-sectors. 
 

Two sub-sectors each completed 
significant mergers during the year, 
Fire Detection and Elevator Safety.  
Both now have three regional 
businesses (US, Europe and Asia) 
under the guidance of an overall global 
board.  As a result of these 
organisational changes we reduced a 
total of seven businesses into two.  
This is in line with how we operate in 
Automatic Door Sensors, also within 
the Infrastructure Sensors sector. 
 
During 2011/12 we completed two 
acquisitions spending a total of £15m.  
Following the year-end we have 
completed a further three acquisitions 
spending a further £65m.   
 

 
 
This total spend of £80m was for 
businesses making £9.2m annual 
profit.  The multiples paid ranged from 
6.5x EBIT to 10x EBIT.  Out of the five 
acquisitions, one was in Industrial 
Safety and four in Health and Analysis.   
 
Looking ahead to 2012/13 our top 
priority is to sustain organic growth as 
this determines the sustainable rate of 
investment, acquisition spend and 
dividend growth.   
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We will maintain investment in New 
Product Development, People 
Development and International 
Expansion.  All three of our sectors 
offer growth opportunities in both 
developed regions and developing 
regions, although I expect the relative 
sector performances in 2012/13 to be 
similar to that in 2011/12.  Our end-
market growth drivers remain strong 
globally including increasing health 
and safety regulations, greater energy 
and water demand, urbanisation and 
increasing demand for healthcare. 
 
We continue to strengthen the group 
through active portfolio management.  
We review our disposal and merger 
opportunities annually and currently 
have a good pipeline of acquisition 
opportunities.  The number of 
opportunities outside of our Health and 
Analysis sector are improving and we 
are seeing more opportunities in 
developing markets too. 
 
Summary 
In 2011/12 we achieved a strong 
financial performance and continued to 
invest for the future.  Our focus on 
safety, health and environmental 
technology is continuing to provide 
opportunities for growth in both 
developed and developing regions and 

we continue to expect to make 
progress in the year ahead. 
 
 
1 Before amortisation of acquired intangible 
assets, acquisition transaction costs, 
movement on contingent consideration and 
profit on disposal of operations of £8.5 million 
(2010/11: £6.3 million). 
 
2 Organic growth measures the change in the 
revenue and profit from continuing operations.  
The effect of acquisitions and disposals during 
the current or prior financial year has been 
equalised by adjusting for their contribution 
based on their revenue and profit at the date of 
acquisition or disposal. 
 

3 Return on Capital Employed (ROCE) is 
defined as operating profit from continuing 
operations before amortisation of acquired 
intangible assets, acquisition transaction costs, 
movement on contingent consideration and 
profit on disposal of operations, as a 
percentage of capital employed. * 
 
4 Return on Total Invested Capital (ROTIC) is 
defined as profit for the year from continuing 
operations before amortisation of acquired 
intangible assets, acquisition transaction costs, 
movement on contingent consideration and 
profit on disposal of operations but after 
taxation; expressed as a percentage of total 
shareholders’ funds, adding back net 
retirement benefit obligations, cumulative 
amortisation of acquired intangible assets and 
historic goodwill.* 
 

5 Return on Sales is defined as profit1 before 
taxation from continuing operations expressed 
as a percentage of revenue from continuing 
operations. 
 
* see the Preliminary Announcement published 
on 14 June 2012 for more details. 
 
CAUTIONARY NOTE. The information 
contained in this summary is believed to be 
correct at 14 June 2012.  This document may 
include forward-looking statements that are not 
factual.  Such statements involve both known 
and unknown risks.  The actual results of 
Halma plc may differ from results that are 
anticipated or implied by any forward-looking 
statements.  The content of presentations, 
including any forward-looking statements, is not 
revised after publication. 

 


