
Chief Executive’s Strategic Review

Andrew Williams 
Chief Executive 

Record revenue and profit growth
Halma has performed strongly, achieving record revenue and  
profit for the eleventh consecutive year. We achieved revenue  
and profit growth in all four of our business sectors demonstrating  
the benefit of sustained investment in new product innovation and 
people development. We increased revenue in all major geographic 
regions, rewarding our commitment to increasing resources in 
developing countries and reflecting the opportunities for growth  
in developed markets.

The consistency of Halma’s strong performance over a long  
period is the product of a good strategy together with the creativity, 
commitment and talent of Halma’s employees. Once again, I would 
like to thank them for their contributions to our continued success.

Good organic revenue and profit growth
Revenue from continuing operations increased by 9% to £676.5m 
(2013: £619.2m). Organic revenue growth was 6% and also 6%  
at constant currency. Adjusted1 profit from continuing operations 
increased by 9% to £140.2m (2013 restated1: £128.5m). Organic  
profit growth was 6% and 5% at constant currency.

There were similar rates of organic revenue growth at constant 
currency in the first-half and second-half years. Profit growth was 
stronger in the second half as some ‘one-off’ reorganisation and 
quality costs in the first half were not repeated. Product margins 
remained steady throughout the year reflecting good control of  
both pricing and manufacturing costs.

High returns and strong cash generation
High returns were maintained with Return on Sales of 20.7% (2013 
restated1: 20.8%) and Return on Capital Employed at the operating 
level increased to 76% (2013 restated1: 71%). Return on Total Invested 
Capital (post-tax) rose to 16.1% (2013 restated1: 15.6%).

Strong cash generation ensured we ended the period with net  
debt of £74m (2013: £110m) after spending £17m on capital 
expenditure, £17m on acquisitions (2013: £148m of which £137m 
was for businesses acquired in the year) and paying out £40m and 
£28m on dividends and tax respectively. In November 2013, we 
increased and extended our revolving credit facilities up to £360m 
until November 2018 and we are in an excellent financial position 
to support our future growth.

Growth in all major geographic regions
Widespread growth in all major geographic regions once again 
showed Halma’s ability to succeed amid a range of local economic 
conditions. This reflects both the benefit to us of the diversity of our 
end markets and also the agility of our operating structure. Each 
subsidiary company is able to adjust investment priorities quickly as 
market conditions vary. We have seen the value of this, particularly 
during recent years when macro-economic circumstances have 
been changeable.

“ The consistency 
of Halma’s strong 
performance over a long 
period is the product of  
a good strategy together 
with the creativity, 
commitment and talent  
of Halma’s employees.” 
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Revenue from our largest market, the USA, grew by 10% to £214m 
(2013: £195m) including organic growth at constant currency of 6%. 
UK revenue improved by 11% to £128m (2013: £116m) while Mainland 
Europe revenue was up by 8% to £164m (2013: £152m). Constant 
currency organic revenue growth in these regions was 6% and 5% 
respectively. Therefore, total revenue from these three developed 
markets grew by a very healthy 9%, including 6% organic growth 
at constant currency.

We maintained strong growth in China: revenue was up by 26%  
to £47m (2013: £37m), which is 7% of the Group. This included 
a successful first full year for Longer Pump, our first stand-alone 
acquisition in China. This excellent performance in China contributed 
to revenue from Asia Pacific increasing by 11% to £112m, including 
7% organic growth at constant currency.

Organic revenue and profit growth in all sectors
Process Safety grew revenue by 1% to £126.7m (2013: £125.7m) 
and profit2 by 8% to £34.9m (2013: £32.3m). Excluding the 
contribution of Tritech, which was sold in August 2012, revenue 
increased by 5% and profit by 11%. These were also the sector’s 
organic growth rates.

Return on Sales improved from 25.7% to 27.5% due to continued 
strong product margins and good operational management. New 
product introductions contributed to both this margin expansion  
and to revenue growth through diversification into new application 
niches. Examples included new pressure relief devices for shale gas 
production and a wide-area gas detection system which incorporates 
wireless technology developed by one of our Infrastructure Safety 
businesses. This combination of focused product innovation and a 
continued increase in Health & Safety regulation globally is delivering 
sustained success for our Process Safety sector. 

Excluding the prior year disposal, there was growth in all major 
geographic regions except the UK, where revenue declined by 1%. 
There was double-digit growth from the USA (up 13%) and Asia 
Pacific (up 12%). Mainland Europe revenue increased by 1%. The 
sector hub set up in Brazil in 2013 is now firmly established and 
promises to boost Process Safety revenue from this territory in 
the future.

Infrastructure Safety performed strongly, growing both revenue 
and profit2 by 7% to £220.3m (2013: £205.3m) and £44.4m (2013 
restated: £41.5m) respectively. At constant currency, organic revenue 
growth was 6% and profit growth was 5% demonstrating the 
resilience of demand for our products which is underpinned by 
increasing Health & Safety regulation.

Return on Sales remained strong at 20.2% (2013 restated: 20.2%) 
due to successful new product launches and an effective balance 
between investment and cost control to maintain strong product 
margins. We continue to achieve good growth for our wireless smoke 
detectors into the home automation market in the USA, while a new 
safety sensor for automatic swing doors is increasing our market 
share with global pedestrian door OEMs.

Revenue increased in all major geographic regions, including 12% 
growth in Mainland Europe. Healthy mid-single digit growth in the  
UK, USA and Asia Pacific reflected the global reach of our products, 
whether selling into major multinational OEMs or through local 
distribution partners. Our strategy of increasing investment in locally 
based sales and technical resources continues to pay dividends.

Our Medical sector grew revenue by 20% to £163.2m (2013: 
£136.1m) and profit2 by 16% to £41.8m (2013: £35.9m), including  
a sizeable contribution from acquisitions completed in the prior 
financial year. Organic revenue growth at constant currency  
was 7% and organic profit growth was 1%.

Return on Sales remained strong at 25.6%, albeit slightly below last 
year’s record 26.4%. A combination of minor factors contributed to 
this, including the full-year effect of the new medical device tax in the 
USA and the acquisitions made in the prior year having lower returns 
than the sector average. Typically, we increase investment in newly 
acquired businesses during the first couple of years of ownership to 
build management strength, international sales resources and new 
product development capability. In the medium term, this not only 
increases revenue, but also drives up profitability.

There was strong revenue growth in all geographic regions. Asia 
Pacific growth of 52% benefited from a good first year’s performance 
from Longer Pump in China and strong organic growth of 22% 
(constant currency). Our focus on new medical product registrations 
is slowly paying dividends and is enabling us to build stronger market 
positions in key developing territories in Asia and South America. 
Elsewhere, organic revenue growth (constant currency) from the UK 
was up 8%, Mainland Europe grew by 6% and the USA increased 3%.

Environmental & Analysis achieved a pleasing full-year 
performance after a disappointing prior year and some reorganisation 
in the first half. Revenue increased by 9% to £166.5m (2013: £152.4m) 
and profit2 grew by 4% to £31.7m (2013: £30.4m). At constant 
currency, organic revenue growth was 5% and profit was up 2%.

Return on Sales was 19.1% (2013: 19.9%) which represented a useful 
improvement from 18.2% at the end of the first half. The consolidation 
of our two optical coating business facilities has gone to plan with a 
newly expanded facility now operational in Florida and product lines 
being transferred from Colorado. In addition, our main photonics 
business, Ocean Optics, has spun-off a new Halma subsidiary  
in China while our water UV companies have restructured  
their distribution channels in the USA. The total cost of these 
restructuring projects was below £1m in the year.
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Revenue grew by 53% in the UK, dominated by large sales of flow/
pressure data loggers to UK water utilities as part of their preparation 
for the deregulation of the UK commercial water market in 2017. 
There was mid-single digit growth in Mainland Europe and the USA 
whilst revenue from Asia Pacific declined by 5% as major contracts 
for certain water and photonics businesses last year came to an  
end. Restructuring completed during the year and additional senior 
management changes made shortly after year end should improve 
the consistency of this sector’s performance in the medium term.

Executive Board changes enhance the scalability 
of Halma’s business model
In April 2014, Halma’s Executive Board was reorganised to be  
more clearly aligned with our four reporting sectors and provide  
a management structure which gives each sector the potential to 
become as large as the whole of Halma today. Each of our four 
sectors is now led by a Sector Chief Executive (SCE), each of  
whom has already proven successful in delivering both organic and 
acquisition growth as a Halma Divisional Chief Executive (DCE). As 
each sector grows, the SCEs will appoint Sector Vice Presidents to 
chair small groups of companies in much the same way as Halma 
DCEs did successfully for many years in the past.

Halma’s long track record of success is built on careful selection  
of markets and product niches complemented by an unstinting 
commitment to improve the quality of management. This need to 
have a strong talent pipeline to support future growth is an ever-
increasing challenge and, with that in mind, we recruited Jennifer 
Ward to the Halma Executive Board as Group Talent Director. 
Jennifer will lead the development of a more rigorous approach 
to identifying, assessing, developing and attracting diverse 
management talent working in a partnership with the SCEs.

Chief Executive’s Strategic Review continued

This new management structure will result in clearer growth strategies 
for each sector, clarifying the investment, collaboration and acquisition 
priorities. As Group CEO, I will maintain a close relationship with both 
the SCEs and our individual operating subsidiaries through their 
regular reporting, meetings and my ongoing programme of company 
visits. I am confident that we have a management structure which is 
capable of scaling up Halma’s successful business model over the 
next decade (or more) while maintaining our unique operating culture.

Three acquisitions completed recently; pipeline 
is good
Following a very busy 2012/13, when Halma spent £137m 
on six businesses (excluding net cash acquired of £5m), we 
completed one acquisition this financial year. Talentum, a flame 
detector manufacturer, was acquired by our Infrastructure Safety 
sector in April 2013 for £3m (excluding net cash acquired). 

Despite a quiet year, we remain confident about acquisition 
prospects, having come close to completing a number of additional 
deals during the year. Although the current M&A market is more 
competitive than it has been for the past few years, we are still  
finding high quality companies in good markets at sensible prices.  
To support this confidence, we have completed three acquisitions  
since the period end:

 – Plasticspritzerei AG was acquired in May 2014 for a net cash 
consideration of CHF4.8m (£3.2m). Plasticspritzerei manufactures 
plastic components including critical parts for Medicel’s ophthalmic 
products and joins our Medical sector.

 – Advanced Electronics Limited (Advanced) was acquired in  
May 2014 for an initial cash consideration of £14.1m. Advanced 
manufactures networked fire detection and control systems  
and joins our Infrastructure Safety sector.

 – Rohrback Cosasco Systems Inc. (RCS) was acquired in  
May 2014 for a cash consideration of $108m (£64.7m) excluding 
cash acquired. RCS is a world leader in the design, manufacture 
and sale of pipeline corrosion monitoring products and systems 
and is a strong addition to our Process Safety sector.

We made one disposal following the year end, selling our US-based 
elevator control panel manufacturing business, Monitor Elevator 
Products Inc., to another industry player, Innovation Industries for 
$6m (£3.6m). Halma will record a gain before tax of approximately 
£1m on this transaction in 2014/15.

The net spend on the acqusitions and disposal in May 2014 
was £78.4m.

Creating growth through strategic investment
Our strategy is to sustain consistent rates of organic growth  
by focusing on three areas of investment: innovation, people 
development and international expansion.

We are strongly cash generative and our medium-term organic 
growth rate determines our ability to fund the acquisition of new 
businesses and increase dividends each year. These cash resources 
are supplemented by income from disposals and external financing 
facilities, although our strategy is always to maintain a strong balance 
sheet with modest levels of debt. In the longer term, our ability to shift 
our portfolio mix also ensures that we can change our exposure to 
particular end markets as economic circumstances evolve.

“ Our strategy is to  
sustain consistent rates  
of organic growth by 
focusing on three areas  
of investment: innovation, 
people development and 
international expansion.”
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Increased investment in innovation
Halma businesses build market leadership, gain market share and 
create opportunities in new markets through innovation of products 
and processes. This innovation comes from leveraging the deep 
market knowledge and application know-how residing within each 
Halma business. 

There is a significant benefit to be gained from Halma companies 
collaborating and sharing know-how with their sister companies.  
We are building a culture which encourages these behaviours in a 
variety of ways including diverse company representation at Halma 
training programmes and holding a biennial Halma Innovation and 
Technology Exposition (HITE). Network groups focused on functional 
areas such as manufacturing, HR and IT also foster regular 
benchmarking and drive continuous improvement.

In May 2013, we held our third HITE event in Florida, USA. HITE 
brings together senior managers from all Halma companies and  
acts as a catalyst for collaboration and sharing know-how thereby 
increasing subsidiaries’ rates of innovation and competitive 
advantage. Plans are already underway for HITE 2015 which will  
be held during April 2015 in Barcelona, Spain and, once again,  
we intend to invite institutional investors and analysts to join us.

Innovation is formally recognised in Halma through the annual  
Halma Innovation Award which includes a first prize of £20,000  
for the winning employees.

The Halma Innovation Award 2014 was won by a collaboration 
between two of our US-based Environmental & Analysis sector 
businesses, Avo Photonics and Aquionics. Avo’s expertise in 
electro-optics and Aquionics’ knowledge of UV light disinfection of 
water were combined to develop PearlSenseT. This is the first product 
to use UV LED lamps instead of mercury-based lamps to monitor the 
effectiveness of UV disinfection systems in real-time. Compared to 
older technology, PearlSenseT offers customers a smaller device 
footprint, a more robust design, lower operating costs and, through 
the elimination of mercury, an environmentally friendly solution.

Both runners-up prizes were won by teams from Oseco, which 
manufactures pressure relief devices for safety-critical processes. 
Their winning innovations were a new pressure safety system for 
shale gas production and a high pressure, high temperature bursting 
disk used in chemical manufacturing. Both of these products provide 
a level of technical performance and reliability way beyond that 
achieved by the competition, creating two new market niches  
for Oseco’s business.

During the year, R&D expenditure grew by 5% to £32.1m (2013: 
£30.5m excluding disposal). There was higher R&D investment  
in all sectors.

In April 2013, we introduced a programme to encourage our 
companies to increase R&D resources in China in order to develop 
more products for the local market. Subsequently, 10 Halma 
businesses have been granted a subsidy to support the cost of 
engineers in China and we expect the first new products to be 
launched in 2014. This is another good example of how being  
in Halma can accelerate the growth and development of  
individual businesses.

People development
A key component of Halma’s success is to build and develop 
company management teams who thrive on the opportunity to 
devise their own growth strategy and take management action  
as market needs dictate. Each Halma company board manages  
their own R&D, manufacturing, sales, marketing and financial  
control resources.

Halma’s Executive Board ensures that, collectively, the subsidiary 
companies’ strategic plans, financial goals and incentive programmes 
are aligned with Halma’s, supported by a relentless commitment to 
attract and develop high quality talent. 

We continue to offer a range of training for employees including the 
Halma Executive Development Programmes (HEDP and HEDP+), 
Halma Management Development Programmes (HMDP and 
HMDP+) and Halma Certificate in Applied Technology (HCAT). All 
programme content is continuously reviewed and upgraded as the 
needs of our business evolve. During 2013/14, 104 employees 
attended these Halma run programmes and many more attended 
locally organised in-house training or externally run programmes. In 
recent years, Executive Board members have attended Advanced 
Management Programmes at Harvard, Wharton, INSEAD and IESE 
Business Schools.

The Halma Graduate Development Programme (HGDP) continues  
to go from strength to strength and our first intake of graduates are 
securing their first permanent jobs with Halma companies. Of the 
nine graduates who joined this first programme in 2012, seven are  
still with us and all have proved that they have the potential to make  
a significant contribution to Halma’s future success. The HGDP 2013 
group is also showing high potential and we are close to completing 
recruitment into the HGDP 2014 programme.
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We believe that Halma is an attractive employer for new graduates, 
offering them the chance to work in different functional roles,  
diverse markets, gain international experience and demonstrate  
their potential for significant early career progression. We aim to use 
HGDP to increase the depth and quality of talent coming through  
our management ranks. We believe it will also contribute to increasing 
the diversity of our senior management at subsidiary company and 
Group levels.

International expansion contributing strongly to  
our growth
We choose to operate in niches within markets which have growth 
potential in both developed and developing markets. This global 
opportunity derives from targeting long-term market growth drivers 
which have worldwide significance. For example, demand for 
healthcare is driven by ageing population in developed regions and 
the broader social development and increasing personal healthcare 
expectations in developing countries.

When we buy businesses, they often have untapped potential for 
significant international expansion. Frequently, these opportunities  
are not limited to developing countries as many US-based businesses 
still need to build a stronger market position in Europe and vice versa. 
Wherever the growth opportunities are, Halma can provide expertise 
and an infrastructure to support our companies, either through 
regional Halma hub offices or collaboration with sister companies. 

Our strategic objective is for 30% of revenue to come from outside 
the UK, Mainland Europe and the USA by 2015. Since setting this 
goal in 2010, revenue from outside these developed markets has 
increased from £98m (21% of Group) to £170m (25% of Group), which 
represents a compound growth rate of 15% p.a. Although this has 
contributed a third of all revenue growth during the four-year period, 
a combination of higher than anticipated growth in Europe and 
the USA and new acquisitions, has made achieving this strategic 
objective more challenging. However, we remain committed to 
investing in international expansion and will review our mid-term 
objectives once again in 2015.

Chief Executive’s Strategic Review continued

Delivering corporate responsibility and sustainability
Our primary market growth drivers mean that Halma companies 
operate in markets in which their products contribute positively to the 
wider community. These market characteristics and our commitment 
to health and safety, the environment and people development are 
reflected in the values held by our employees and our operating 
culture. We regularly review our responsibility and sustainability 
reporting in accordance with best practice. Legislative changes, 
particularly concerning the environment and bribery and corruption, 
have provided an opportunity to review and ensure that our 
procedures in these important areas are accessible, compliant  
and firmly embedded within our business.

A detailed report on Corporate Responsibility is on pages 42 to 47.

Outlook
We achieved growth in all four Halma business sectors and in all 
major geographic regions even though market conditions were 
variable. This widespread growth once again demonstrates the agility 
of our organisation and the benefit of senior management being close 
to customers and empowered to allocate resources according to 
market needs.

We expect this varied trading environment to continue, providing  
both opportunities and challenges including a currency headwind 
resulting from the increased strength of Sterling. Our ongoing 
investment in new products, people development and international 
expansion will also continue to open up new market niches and 
applications for our businesses. Our proven ability to achieve organic 
growth and regularly complete good quality acquisitions gives us 
confidence that Halma will make further progress in the year ahead.

Andrew Williams 
Chief Executive 

1 See Financial Highlights.
2 See Note 1 to the Accounts.

“ ...widespread growth once 
again demonstrates the 
agility of our organisation...”
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Business Model and Strategy 

Business model 
What is Halma’s growth objective?

Our business model objective is to double Group revenue and profit every five years. 

We aim to achieve this through a mix of acquisitions and organic growth. Return on Sales in excess of 18%  
and Return on Capital Employed over 45% ensure that cash generation is strong enough to sustain growth  

and increase dividends without the need for high levels of external funding.

Strategy 
How do we grow?

We operate in relatively non-cyclical, specialised global niche markets. Our technology and application know-how deliver  
strong competitive advantage to sustain growth and high returns. Our chosen markets have significant barriers to entry.  

Demand for our products is underpinned by resilient, long-term growth drivers.

We place our operational resources close to our customers through autonomous locally managed businesses.  
We reinvest cash into acquiring high performance businesses in, or close to, our existing markets.

Acquire
KPIs
 – Cash generation
 – Acquisitions

 Read more PP18 and 26

Empower
KPIs
 – Development 

programmes
 – Values alignment
 – CO2 emissions reduction

 Read more PP20, 26 and 27

Grow
KPIs
 – Organic revenue growth
 – Organic profit growth
 – International expansion
 – Return on sales
 – ROCE
 – ROTIC

 Read more PP16, 24 and 25

Innovate
KPIs
 – R&D development

 Read more PP22 and 27

Governance
Halma is committed to maintaining the highest 
standards of corporate governance and ensuring 
values and behaviours are consistent across the 
business. Halma promotes open and transparent 
discussion and constructive challenge across the 
Group to ensure best practice is maintained. 
That governance culture is integral to our strategy 
and decision-making processes for the benefit 
of our shareholders.

Risk
Group risk is mitigated by means of an operating 
structure which spreads the Group’s activities 
across a number of autonomous subsidiary 
companies. Each of these companies is led by a 
high-quality board of directors including a finance 
executive. Group companies operate under a 
system of robust controls which address our 
principal risks and uncertainties.

Corporate Responsibility
Halma companies are involved in the manufacture 
of a wide range of products that protect and 
improve the quality of life for people worldwide. 
Halma has developed meaningful key performance 
indicators (KPIs) that reflect the importance the 
Group places on corporate responsibility and 
enable the Board to monitor the Group’s progress 
in meeting its objectives and responsibilities in 
these areas. 

 Read more PP59 to 65  Read more PP28 to 33  Read more PP26 and 27
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We choose to operate in niches within markets with robust long-term 
growth drivers on a global scale. This gives our businesses the 
opportunity to sustain growth in all regions of the world.

Our current focus is on increasing selling resources together with 
enhancing our local product development capabilities. Through this, 
we aim to ensure that we are able to continue to achieve growth rates 
in excess of the underlying market growth through gaining market 
share and diversifying into new markets.

BEA designs, assembles and sells sensors for automatic doors. 
When we acquired BEA in 2002 it was already the world leader in its 
specialised market. The company’s strategy for growth has been to 
maintain global market leadership in the pedestrian door sensors 
niche while growing sales by diversifying into industrial, security and 
transport door control applications based on market-led innovation. 
This has enabled it to grow above the rate of its traditional pedestrian 
door market.

Read more P36

Grow
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Valentin Novaković
Valentin is BEA’s Business Development 
Manager and has been responsible for  
the company’s diversification into industrial, 
security and transport applications. 
BEA developed new products with new 
features and functionalities for these 
applications, where demand is still driven by 
one or more of our primary growth drivers.
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Volker Dockhorn
Volker is Managing Director of Medicel.  
The company has established a strong 
market position with single-use intraocular 
lens injectors that allow surgeons to insert 
new artificial lenses through very small 
incisions during cataract surgery.
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Acquire
Acquisitions are a key strategic investment which strengthen our 
product portfolio, add new technologies, deepen our management 
talent pool and extend our geographical reach. They help us to 
sustain growth and high returns and create shareholder value  
over the long term.

Our strategy is to buy companies with technology we understand 
selling into markets we know. They must fit well with our operating 
culture and growth strategy, in addition to having strong financial 
metrics. As a highly cash-generative business with a strong 
balance sheet, we can invest in acquisitions without accumulating 
excessive debt.

We acquired Medicel in 2011 to extend our presence in the 
ophthalmic surgical instrument market. Since acquisition, Medicel  
has benefited from significant capital investment in equipment.  
Halma has also supported Medicel’s development of current and 
new technologies. In May 2014 we acquired Plasticspritzerei, a  
close commercial partner since Medicel’s inception, which secured 
important manufacturing know-how and will be operated by 
Medicel’s management.

Read more P38
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Empower
Halma has a highly decentralised organisational structure 
which delivers sustainable competitive advantage. 
Subsidiary companies are given considerable freedom 
for entrepreneurial action and are empowered to make 
timely decisions in the best interests of their business.

We place our operational resources close to our  
customers. Research and development, manufacturing, 
sales, marketing and human resources are all managed  
at operating company level. With an intimate knowledge 
of their market dynamics and customer needs subsidiary 
management is best placed to make local resource 
allocation decisions swiftly in response to market changes.

We set up a Halma hub in China in 2006 and, through this, 
our companies learned that they could be more successful 
in new markets by working together. In 2013, our Process 
Safety companies set up their own hub in Brazil to support 
existing customers, to better understand and to develop the 
local market and to help other Halma companies reduce  
the risks of doing business in Brazil.

Read more P34
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Davi Galvão
Davi is the Director of the Process Safety 
Brazil hub. Currently some of our bursting 
disk and safety interlock businesses use  
the hub for importation, sales and local 
assembly. Other companies in both our 
Process Safety and Infrastructure Safety 
sectors are performing market research  
and are considering using the hub.
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Phil Buchsbaum
Phil is President of Pixelteq and the new 
PixelSensor chip is next-generation sensor 
technology developed in response to 
customer need for multispectral measurement 
in smaller devices. In 2013/14, Halma invested 
in multi-million dollar clean-room upgrades for 
Pixelteq and additional capacity for wafer-level 
optical coating and patterning.
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Innovate
Innovation in products and processes is a key driver of organic 
growth. It enables us to build competitive advantage, gain market 
share, open up new markets and achieve high returns. In addition 
to increasing our spending on innovation and R&D in 2013/14, 
we held a third Innovation and Technology Exposition to encourage 
collaboration between all Halma companies.

Several products have been launched resulting from collaboration 
between Halma companies including PearlSenseT, the winner of this 
year’s Halma Innovation Award, a collaboration between Aquionics 
and Avo Photonics.

Pixelteq’s PixelSensor photodiode array packs eight wavelength-
selective photodiodes into a tiny 9mm square package that enables 
precision multispectral measurement in smaller devices. PixelSensor 
typically replaces 10-20 optical components, simplifying optical 
designs for scalable production assembly of biomedical instruments 
from application-specific spectroscopy to fluorescence detection.

Read more P40
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Key Performance Indicators – KPIs

 
The safety, health and environmental markets  
in Asia and other developing regions are evolving 
quickly. We continue to invest in establishing local 
selling, technical and manufacturing resources to 
meet this current and future need.

Strategic focus 
Through careful selection of our market niches and strategic investment in people development, 
international expansion and innovation we aim to achieve organic growth in excess of our blended 
market growth rate of 5%, broadly matching revenue and profit growth in the medium term.

2015 target 
The Board has established a long-term minimum organic growth target of 5% p.a., slightly above 
the blended long-term average growth rate of our markets.

In order to meet the target of organic growth in excess of 5%, the Group must maintain its focus 
on investment in innovation, people development and geographic expansion.

The primary factors affecting our ability to meet the target relate to competitive innovations overtaking the 
Group’s technology, macro-economic factors and the management execution risk in delivering our own 
growth strategy.

Also see 
 – Chief Executive’s Strategic Review P10
 – Financial Review P48
 – Principal Risks and Uncertainties P30
 – Note 3 to the Accounts P113

Organic revenue growth %

6%
Performance 

>5%
Target

Organic profit growth %

6%
Performance 

>5%
Target

International expansion %

25%
Performance 

30%
Target by 2015

KPI definition 
Organic profit growth measures the change in 
profit achieved in the current year compared with 
the prior year from continuing Group operations. 
The effect of acquisitions and disposals made 
during the current or prior financial year has  
been equalised.

Comment 
Organic profit growth exceeded our  
minimum target. Organic profit growth at constant 
currency was 5% with strong performances in 
Process Safety and Infrastructure Safety sectors. 
Over the last five years our average rate of annual 
organic profit growth has been 9% p.a.

KPI definition 
Total sales to markets outside the UK, USA and 
Mainland Europe as a percentage of total revenue 
from continuing operations.

Comment 
Revenue outside the UK, USA and Mainland 
Europe was 25.2% of the Group total (2013: 25.4%) 
with revenue from Asia Pacific up by 11%. Revenue 
from China grew by 26% to £47m which is now 7.1 
times the level in 2006 when we established our 
first Halma hubs.

2015 target 
In 2010, we set a goal for revenue outside the  
UK, USA and Mainland Europe to be 30% of the 
Group total by 2015. Halma corporate hubs were 
established in China and India to assist companies 
in setting up local operations.

Also see 
 – Chief Executive’s Strategic Review P10
 – Financial Review P48
 – Note 1 to the Accounts P109

*Before restatement

KPI definition 
Organic revenue growth measures the change 
in revenue achieved in the current year compared 
with the prior year from continuing Group 
operations. The effect of acquisitions and 
disposals made during the current or prior 
financial year has been equalised.

Comment 
Organic growth in revenue was in excess of our 
minimum target with a good performance in all 
four sectors. At constant currency, organic revenue 
growth of 6% was achieved. Over the last five 
years our average rate of annual organic revenue 
growth has been 5% p.a. which is in line with  
our minimum target.
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We choose to operate in markets which are capable of delivering high returns. The ability to maintain these returns is a result of maintaining strong market  
and product positions sustained by continuing product and process innovation.

Return on Sales %

20.7%
Performance 

>18%
Target

ROCE % 
(Return on Capital Employed)

76.4%
Performance 

>45%
Target

KPI definition 
Return on Sales is defined as adjusted profit 
before taxation from continuing operations 
expressed as a percentage of revenue from 
continuing operations. 

Comment 
High returns maintained in line with the prior year. 
Process Safety increased Return on Sales in the 
year. Medical and Environmental & Analysis saw 
modest reductions in Return on Sales, although 
both recorded an increase in profitability in the 
second half of the year. 

2015 target 
We aim to achieve a Return on Sales within the 
18% to 22% range while continuing to deliver 
profit growth.

Also see 
 – Chief Executive’s Strategic Review P10
 – Financial Review P48

KPI definition 
ROCE is defined as the operating profit from 
continuing operations before amortisation of 
acquired intangible assets; acquisition items; the 
effects of closure to future benefit accrual of the 
Defined Benefit pension plans net of associated 
costs and profit or loss on disposal of operations, 
as a percentage of capital employed.

Comment 
Very high returns maintained above the target level. 
Growth achieved with increased investment in 
operating assets, a continual drive to sustain high 
levels of efficiency in our operations, and our 
strategy to acquire high ROCE businesses. There 
was a positive impact this year from currency 
translation on this metric.

2015 target 
The target of >45% is set in order to ensure the 
efficient generation of cash at all levels to fund 
our target level of organic growth, acquisitions 
and dividend growth without Halma becoming 
a highly-leveraged group.

Also see 
 – Chief Executive’s Strategic Review P10
 – Financial Review P48
 – Note 3 to the Accounts P113

ROTIC % 
(Return on Total Invested Capital)

16.1%
Performance 

>12%
Target

KPI definition 
ROTIC is defined as the post-tax return from 
continuing operations before amortisation of 
acquired intangible assets; acquisition items; the 
effects of closure to future benefit accrual of the 
Defined Benefit pension plans net of associated 
costs and profit or loss on disposal of operations 
as a percentage of adjusted shareholders’ funds. 

Comment 
Consistently high returns are in excess of our 
long-term Weighted Average Cost of Capital 
(WACC) of 7.5% (2013: 8.4%). Earnings increased 
in the year faster than our asset base with currency 
translation making a positive impact in this metric. 

2015 target 
The target of 12% was set in 2005 when the 
Group’s ROTIC was 12.1% and WACC was 7.9%. 
A range of 12% to 17% is considered representative 
of the Board’s expectations over the long term. 

Also see 
 – Chief Executive’s Strategic Review P10
 – Financial Review P48
 – Note 3 to the Accounts P113

*After restatement *After restatement *After restatement
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Key Performance Indicators – KPIs continued

Strategic focus 
Strong cash generation provides the Group with 
freedom to pursue its strategic goals of organic 
growth, acquisitions and progressive dividends 
without becoming highly-leveraged.

Cash generation %

89%
Performance 

>85%
Target

Development programmes

51%
Performance 

>50% 
Target 

Management development

Acquisition spend £m

£17m
Performance 

KPI definition 
Cash generation is calculated using adjusted 
operating cash flow as a percentage of adjusted 
operating profit. 

Comment 
Cash generation of 89% (2013: 85% (restated))  
is in excess of the 85% target in the current year 
with good cash performances across the Group. 
Continued focus is required to ensure debtor and 
inventory levels remain appropriate. 

2015 target 
The goal of Group cash inflow exceeding 85%  
of profit is a metric that has relevance at all levels  
of the organisation and aligns management action 
with Group needs. We will ensure that strong 
internal cash flow and availability of external 
funding underpin our strategic goals of organic 
growth, acquisitions and progressive dividends.

Also see 
 – Chief Executive’s Strategic Review P10
 – Financial Review P48
 – Note 3 to the Accounts P113

KPI definition 
The cash outflow (including repayment of acquired 
bank loans) is disclosed in the Consolidated Cash 
Flow Statement under Acquisition of businesses 
(plus any net debt acquired).

Comment 
We have substantial financial capacity and 
facilities, increased in the year to finance more 
value-enhancing acquisitions.

2015 target 
2014 ended with sufficient financial capacity to 
finance further acquisitions, and three additional 
businesses have been acquired early in the new 
year. Although acquisition targets must meet our 
demanding criteria, we continue to have a strong 
pipeline of opportunities.

Also see 
 – Chief Executive’s Strategic Review P10
 – Financial Review P48
 – Principal Risks and Uncertainties P30
 – Note 24 to the Accounts P131

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

Comment 
Recognising the vital role that our people play in 
delivering organic growth, our training courses 
have been designed to enhance the skills of the 
next generation of directors, managers and 
innovators. The performance metric is influenced 
by the introduction of new courses and new 
eligible employees joining the Group through 
acquisitions. Overall we are satisfied with our 
performance and progress.

2015 target 
The introduction of the Halma Graduate 
Development Programme in 2012 with its third 
intake later in 2014 is an important expansion of 
the Group’s development programmes and is 
targeted to bring further new talent into the Group.

See also 
 – Chief Executive’s Strategic Review P10
 – Corporate Responsibility P42

We buy companies with business and market 
characteristics similar to those of existing Halma 
operations. Acquired businesses have to be a 
good fit with our operating culture and strategy 
in addition to being value-enhancing financially.

Strategic focus
The Halma Executive Development Programme 
(HEDP), the Halma Management Development 
Programme (HMDP), the Halma Certificate in 
Applied Technology (HCAT) and the Halma 
Graduate Development Programme (HGDP) 
provide executives, middle managers and key 
personnel with the necessary skills they need  
in their current and future roles.

* After restatement
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Values alignment

5 
Performance 

>5 
Target

Values alignment (out of 10)

KPI definition 
The survey of Group employees looks for matching 
values in a comparison of the ten current culture 
values receiving the highest number of votes with 
the equivalent ten values employees want to see  
in their working culture.

Comment 
Participation in the survey has increased by nearly 
60% in the last two years, and achieving a good 
alignment of five or more matching values is an 
excellent result.

2015 target 
The minimum target of five matching values 
remains relevant; the goal for 2015 will be to 
improve the Group’s communication of its values 
and to maintain the high rate of employee 
participation in the survey.

See also 
 – Chief Executive’s Strategic Review P10
 – Corporate Responsibility P42

KPI definition 
The percentage change in the Group CO2 
emissions using the conversion factors from the 
2013 Defra/DECC Guidelines for GHG Reporting. 

Comment 
We have made good progress this year towards 
achieving 10% relative reduction in emissions over 
the three years to 2016 and the Group Carbon 
Policy reinforces the focus on our CO2 emissions. 
There is good accountability for monitoring and 
control of CO2 emissions at local level.

2015 target 
The importance of managing Group operations to 
target a 10% relative reduction in CO2 emissions 
over a three-year period to 2016 is a metric 
endorsed by the Board.

See also 
 – Chief Executive’s Strategic Review P10
 – Corporate Responsibility P42

1  We have reported on all of the emission sources required under the Companies Act 2006 (Strategic Report and Directors’ Reports) Regulations for the reporting period 31 March 2013 to 29 March 2014. 
We have employed the Operation Control definition to outline our carbon footprint boundary, included within that boundary are Scope 1 and 2 emissions from manufacturing sites and offices which we own 
and operate. Excluded from our footprint boundary are emissions from manufacturing sites and offices which we do not own and control, and emissions considered non-material by the business. We have 
reported on emissions from Scope 1 and 2 emissions sources with some Scope 3 emissions sources included (emissions for Scope 3 have been calculated from business air travel only). Refrigerant gases 
were taken into account this year as an improvement to our carbon emissions reporting processes. We have also used the GHG Protocol Corporate Accounting and Reporting Standard (revised edition)  
and guidance provided by UK’s Department for Environment, Food & Rural Affairs (Defra) on voluntary and mandatory carbon reporting. Emission factors were used from UK Government’s GHG Conversion 
Factors for Company Reporting 2013.

Since 2007 Halma has conducted an annual 
survey of its employees to assess how well the 
Group’s values are aligned with its employees’ 
current experiences and future aspirations.

Halma’s carbon policy was first approved by  
the Board in 2007. In 2013 the policy target  
was reviewed and continues to call for a 10% 
reduction in the carbon footprint every three years.

Strategic focus 
We have maintained high levels of R&D investment 
and spending on innovation. The successful 
introduction of new products is a key contributor to 
the Group’s ability to build competitive advantage 
and grow organically and internationally.

R&D development

4.7%
Performance 

>4%
Target

KPI definition 
Total research and development expenditure in the 
financial year (both that expensed and capitalised) 
as a percentage of revenue from continuing 
operations.

Comment 
Total spend in the year was £32.1m (2013: 
excluding disposal: £30.6m) exceeding the 4%  
of revenue target. Excluding the 2013 disposal,  
all four sectors increased the amount of R&D 
expenditure.

2015 target 
New products contribute strongly towards 
achieving organic growth, maintaining high  
returns and building strong market positions.  
The 4% minimum investment target is appropriate 
to the mix of product life cycles and technologies 
within Halma.

Also see 
 – Chief Executive’s Strategic Review P10

CO2 emissions reduction

8% 
Performance 
reduction since 2013

>10% 
Target
reduction over 3 years to 2016

C02 emissions (tonnes/£m of revenue)
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Halma plc 
Misbourne Court 
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Amersham 
Bucks HP7 0DE
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