
54 Halma plc Annual Report and Accounts 2016

Chairman’s introduction to Governance

Leading the governance 
agenda

Paul Walker
Chairman

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

Good governance is essential for promoting 
the success of the Company and it sits 
at the heart of how we manage our Group. 
Our success is underpinned by the robust 
and meaningful corporate governance 
framework that we have in place, supported 
by our Group-wide culture of openness, 
transparency, constructive challenge 
and support.

The Board is committed to maintaining  
the highest standards of corporate 
governance and, on their behalf, I am  
pleased to present Halma’s Corporate 
Governance Report for 2016.

This report provides an explanation of  
the framework within which the Group is 
governed and sets out how we have applied 
the main principles and relevant provisions of 
the UK Corporate Governance Code 2014.

LEADERSHIP
Developing effective leadership throughout the 
Group is essential for attracting and retaining 
talent and aiding succession planning. The 
additional focus that has been given to 
improving the quality and performance of 
Halma’s management talent over the past 
two years has been invaluable. The Board’s 
support of executive activity surrounding 
talent has reinforced this strategic imperative 
across the entire business.

Equally, at Board level, it is important to have 
the right balance of skills and experience, 
while enabling a refresh of non-executive 
Directors over time. Over the past year, we 
have had the opportunity to change the 
composition and responsibilities within the 
Board. Following Stephen Pettit’s retirement 
from the Board after last year’s annual 
general meeting, Tony Rice, non-executive 

Director, became the Chairman of the 
Remuneration Committee and Senior 
Independent Director. Jane Aikman will  
step down as a non-executive Director and 
Chairman of the Audit Committee after our 
Annual General Meeting in July, and Carole 
Cran, who was appointed a non-executive 
Director in January 2016, will assume the  
role of Audit Committee Chairman. 

I would like to thank Jane for her valuable 
contribution to the Company over the last 
nine years, in particular in her role as Audit 
Committee Chairman and for her support 
with Carole Cran’s induction. I am delighted 
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 Chairman. 

I believe that we have the right balance of 
skills, experience and knowledge on our 
Board to deliver strong leadership, make 
clear and effective decisions and harness 
an open and transparent culture which 
encourages an entrepreneurial approach 
at a business level.

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

EFFECTIVENESS
Building on the externally facilitated Board 
evaluation that was concluded last year, I have 
continued to work closely with my fellow 
Directors to improve the effectiveness of the 
Board. The competence and culture of open 
challenge that lies within our Board enables 
us to deliver effective decision-making within 
a governance framework which is fit for the 
future growth of the Company. 
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PEOPLE AND CULTURE
I reported in last year’s Chairman’s statement 
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. 
I am pleased to report that we have made 
considerable progress in this area and have 
continued to foster a culture which is more 
diverse and inclusive. You can read more 
about our talent and leadership initiatives 
on pages 50 and 51.

REWARDING SUCCESS
We recognise that recruiting and retaining 
talent that can deliver the capabilities that 
we need to match Halma’s growth requires 
a reward structure that motivates our people 
to outperform and enables them to share in 
Halma’s success. The executive share plan 
adopted at last year’s annual general meeting 
was designed to incentivise our executives 
and senior management to achieve superior 
returns for the Company and align their 

How the Board supported strategy

Governance at Halma, like its business model, is ingrained in the operating culture throughout the organisation and within the Board of 
Directors. With a model that has had great success in terms of consistent dividend growth and TSR performance in the UK, the Board has 
not needed to oversee any large scale changes but has not been complacent and has continued to improve its processes and procedures  
to ensure that they are fitting for a company that is near the top of the FTSE 250. 

Strategy The Board’s governance role
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The Board monitors the diversity of the Group’s portfolio of businesses to ensure that proposed acquisitions 
or new market niches of strategic interest complement the strategic objectives of the Group and do not 
dilute the resources of the management teams. The Board also provides sufficient challenge to the internal 
resources dedicated to identifying and evaluating the deal pipeline.
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The Board exemplifies the autonomous culture of the Group as one of providing our employees with the 
space to exercise control and authority having given them the guidance and tools to operate. The Board’s 
support in such endeavours underpins the right behaviours.
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The Board recognises that part of Halma’s fundamental strength not only derives from our selection  
of specialist technologies in markets with resilient growth drivers, but also in our targeting of investment  
in the right opportunities and deliberately placing that investment close to our end markets. The Board 
endorses the agile operating structure which is best suited to deliver successful innovation.
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The Board provides each business with the necessary investment to meet our growth targets,  
but equally, subjects them to rigorous scrutiny so that investment priorities can be evaluated.

reward with the interests of shareholders. 
Further information on the Company’s 
remuneration policy and approach is set 
out in the Remuneration Report on pages 
73 to 90.

COMPLIANCE WITH THE UK 
CORPORATE GOVERNANCE  
CODE 2014 (THE CODE) 
Throughout the year ended 2 April 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 
Council’s website at www.frc.org.uk). The 
Group’s approach to risk management  
and internal control is summarised on  
pages 28 and 29. 

The Directors confirm that they consider  
the Annual Report and Accounts, taken  
as a whole, to be fair, balanced and 
understandable and provides the information 
necessary for shareholders to assess the 
Company’s position and performance. 

The Group’s business model is set out on 
page 12 and an explanation of the strategy 
and longer-term objectives of the Company  
is contained within the Strategic Review on 
pages 4 to 47. 

BOARD PRIORITIES
Our priorities for 2017 are to continue to: 
improve focus on our customers and their 
needs through innovation and our go-to-
market strategies; seek acquisition 
opportunities in existing and new markets 
which complement our current portfolio  
and which can deliver the growth that 
we expect; and improve the capabilities  
and diversity of our talent.

Paul Walker
Chairman
14 June 2016
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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 Chairman 
of Halma in July 2013, having been appointed 
to the Board in April 2013. Paul is non-
executive Chairman of Perform Group plc 
and WANdisco plc and a non-executive 
director of Experian plc and Sophos Group 
plc. He was CEO at the Sage Group plc from 
1994 to 2010 and has previously served on 
the boards of Diageo plc and Mytravel Group 
plc. Paul qualified as a Chartered Accountant 
with Ernst & Young, having graduated from 
York University with an economics degree.

ANDREW WILLIAMS 
CHIEF EXECUTIVE

Andrew was appointed Chief Executive of 
Halma plc in February 2005. He was 
promoted to Director of the Halma plc Board 
in 2004. Andrew joined the Halma Executive 
Board in 2002 as Divisional Chief Executive 
after joining Halma in 1994 as Manufacturing 
Director of Reten Acoustics (now HWM-
Water), where he became Managing Director 
in 1997. He is a Chartered Engineer and 
a production engineering graduate of 
Birmingham University. He attended the 
Advanced Management Program at Wharton 
Business School in 2004. Andrew is a 
non-executive director of Capita plc.

KEVIN THOMPSON 
FINANCE DIRECTOR

Kevin was appointed to the Halma plc Board 
in 1998. He became Group Finance Director 
in 1997 after joining the Halma Executive 
Board as Finance Director in 1995. Kevin 
joined Halma as Group Financial Controller 
in 1987. Kevin qualified as a Chartered 
Accountant with Price Waterhouse and is 
an economics and accounting graduate of 
Bristol University. He attended the Advanced 
Management Program at Harvard Business 
School in 2007.

CAROLE CRAN
NON-EXECUTIVE DIRECTOR

Carole Cran was appointed a non-executive 
Director of Halma in January 2016. She is 
Chief Financial Officer at Aggreko plc having 
held a number of senior financial roles since 
joining Aggreko in 2004. Previously Carole 
spent seven years at BAE Systems, in a 
range of senior financial positions, including 
four years in Australia. Carole qualified as a 
Chartered Accountant with KPMG and has 
a degree in Accountancy from the University 
of Aberdeen.

TONY RICE
SENIOR INDEPENDENT DIRECTOR

Tony was appointed a non-executive 
Director of Halma in August 2014. He 
is a non-executive director of Dechra 
Pharmaceuticals PLC and was formerly 
the senior independent director and 
remuneration committee chairman of Spirit 
Pub Company plc. Earlier in his career, 
Tony was chief executive officer of Cable 
& Wireless Communications plc, CEO of 
Tunstall Plc and held a number of senior 
roles in BAE Systems plc (including British 
Aerospace). Tony has a BA in Business 
Studies from City of London College, an MBA 
from Cranfield School of Management and 
is a member of both the Association of 
Corporate Treasurers and the Chartered 
Institute of Management Accountants.

ROY TWITE
NON-EXECUTIVE DIRECTOR

Roy was appointed a non-executive Director 
of Halma in July 2014. He is an executive 
director at IMI plc, having been appointed to 
the plc board in February 2007. During his 
career with IMI, Roy has led all of the divisions 
including Severe Service (2011), Fluid Power 
(2009), Beverage and Merchandising (2007) 
and Indoor Climate (2004). Roy has a BEng 
in Engineering from Nottingham University 
and gained his Masters in Manufacturing 
Business Leadership from Cambridge 
University in 1998.

Committee membership 
Audit Nomination Remuneration

Paul Walker • •
Andrew Williams •
Kevin Thompson
Adam Meyers
Jane Aikman • • •
Daniela Barone Soares • • •
Roy Twite • • •
Tony Rice • • •1

Carole Cran2 • • •

• Chairman • Member 

1 Appointed Chairman following Stephen Pettit’s retirement in July 2015.
2 Appointed in January 2016.

ADAM MEYERS 
SECTOR CHIEF EXECUTIVE, MEDICAL

Adam joined the Halma plc Board in April 
2008 and is Chief Executive of the Medical 
sector. He became a member of the Halma 
Executive Board in 2003 as Divisional Chief 
Executive, having joined Halma in 1996 as 
President of Bio-Chem Valve. Adam gained 
his MBA from Harvard Business School and 
is a systems engineering graduate of the 
University of Pennsylvania.

JANE AIKMAN
NON-EXECUTIVE DIRECTOR

Jane was appointed a non-executive Director 
of Halma in August 2007. She was Chief 
Operating Officer and Chief Financial Officer 
of Phoenix IT Group plc until August 2015 
and was previously Finance Director of Infinis 
Limited, 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 Ernst & Young and has 
a degree in civil engineering from 
Birmingham University.

DANIELA BARONE SOARES
NON-EXECUTIVE DIRECTOR

Daniela was appointed a non-executive 
Director of Halma in November 2011. In 
September 2014, Daniela was appointed  
as non-executive Director of Brazil-based 
holding company Evora S.A. She was 
previously Chief Executive of Impetus  
– the Private Equity Foundation and she  
has held senior roles at Save the Children, 
BancBoston Capital, Goldman Sachs and 
Citibank. Daniela has an MBA from Harvard 
Business School and a BSc in economics 
from Universidade Estadual de Campinas 
(UNICAMP), Brazil.

CAROL CHESNEY 
COMPANY SECRETARY

Carol was appointed Company Secretary  
of Halma plc in 1998. She joined Halma in 
1995 as Group Finance Manager having 
spent three years with English China Clays 
plc. She qualified as a Chartered Accountant 
with Arthur Andersen and is a mathematics 
graduate of Randolph-Macon Woman’s 
College, Virginia. Carol is a non-executive 
director of Renishaw plc where she chairs 
the Audit Committee.
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PAUL WALKER 
NON-EXECUTIVE CHAIRMAN

Paul was appointed non-executive Chairman 
of Halma in July 2013, having been appointed 
to the Board in April 2013. Paul is non-
executive Chairman of Perform Group plc 
and WANdisco plc and a non-executive 
director of Experian plc and Sophos Group 
plc. He was CEO at the Sage Group plc from 
1994 to 2010 and has previously served on 
the boards of Diageo plc and Mytravel Group 
plc. Paul qualified as a Chartered Accountant 
with Ernst & Young, having graduated from 
York University with an economics degree.

ANDREW WILLIAMS 
CHIEF EXECUTIVE

Andrew was appointed Chief Executive of 
Halma plc in February 2005. He was 
promoted to Director of the Halma plc Board 
in 2004. Andrew joined the Halma Executive 
Board in 2002 as Divisional Chief Executive 
after joining Halma in 1994 as Manufacturing 
Director of Reten Acoustics (now HWM-
Water), where he became Managing Director 
in 1997. He is a Chartered Engineer and 
a production engineering graduate of 
Birmingham University. He attended the 
Advanced Management Program at Wharton 
Business School in 2004. Andrew is a 
non-executive director of Capita plc.

KEVIN THOMPSON 
FINANCE DIRECTOR

Kevin was appointed to the Halma plc Board 
in 1998. He became Group Finance Director 
in 1997 after joining the Halma Executive 
Board as Finance Director in 1995. Kevin 
joined Halma as Group Financial Controller 
in 1987. Kevin qualified as a Chartered 
Accountant with Price Waterhouse and is 
an economics and accounting graduate of 
Bristol University. He attended the Advanced 
Management Program at Harvard Business 
School in 2007.

CAROLE CRAN
NON-EXECUTIVE DIRECTOR

Carole Cran was appointed a non-executive 
Director of Halma in January 2016. She is 
Chief Financial Officer at Aggreko plc having 
held a number of senior financial roles since 
joining Aggreko in 2004. Previously Carole 
spent seven years at BAE Systems, in a 
range of senior financial positions, including 
four years in Australia. Carole qualified as a 
Chartered Accountant with KPMG and has 
a degree in Accountancy from the University 
of Aberdeen.

TONY RICE
SENIOR INDEPENDENT DIRECTOR

Tony was appointed a non-executive 
Director of Halma in August 2014. He 
is a non-executive director of Dechra 
Pharmaceuticals PLC and was formerly 
the senior independent director and 
remuneration committee chairman of Spirit 
Pub Company plc. Earlier in his career, 
Tony was chief executive officer of Cable 
& Wireless Communications plc, CEO of 
Tunstall Plc and held a number of senior 
roles in BAE Systems plc (including British 
Aerospace). Tony has a BA in Business 
Studies from City of London College, an MBA 
from Cranfield School of Management and 
is a member of both the Association of 
Corporate Treasurers and the Chartered 
Institute of Management Accountants.

ROY TWITE
NON-EXECUTIVE DIRECTOR

Roy was appointed a non-executive Director 
of Halma in July 2014. He is an executive 
director at IMI plc, having been appointed to 
the plc board in February 2007. During his 
career with IMI, Roy has led all of the divisions 
including Severe Service (2011), Fluid Power 
(2009), Beverage and Merchandising (2007) 
and Indoor Climate (2004). Roy has a BEng 
in Engineering from Nottingham University 
and gained his Masters in Manufacturing 
Business Leadership from Cambridge 
University in 1998.

Committee membership 
Audit Nomination Remuneration

Paul Walker • •
Andrew Williams •
Kevin Thompson
Adam Meyers
Jane Aikman • • •
Daniela Barone Soares • • •
Roy Twite • • •
Tony Rice • • •1

Carole Cran2 • • •

• Chairman • Member 

1 Appointed Chairman following Stephen Pettit’s retirement in July 2015.
2 Appointed in January 2016.

ADAM MEYERS 
SECTOR CHIEF EXECUTIVE, MEDICAL

Adam joined the Halma plc Board in April 
2008 and is Chief Executive of the Medical 
sector. He became a member of the Halma 
Executive Board in 2003 as Divisional Chief 
Executive, having joined Halma in 1996 as 
President of Bio-Chem Valve. Adam gained 
his MBA from Harvard Business School and 
is a systems engineering graduate of the 
University of Pennsylvania.

JANE AIKMAN
NON-EXECUTIVE DIRECTOR

Jane was appointed a non-executive Director 
of Halma in August 2007. She was Chief 
Operating Officer and Chief Financial Officer 
of Phoenix IT Group plc until August 2015 
and was previously Finance Director of Infinis 
Limited, 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 Ernst & Young and has 
a degree in civil engineering from 
Birmingham University.

DANIELA BARONE SOARES
NON-EXECUTIVE DIRECTOR

Daniela was appointed a non-executive 
Director of Halma in November 2011. In 
September 2014, Daniela was appointed  
as non-executive Director of Brazil-based 
holding company Evora S.A. She was 
previously Chief Executive of Impetus  
– the Private Equity Foundation and she  
has held senior roles at Save the Children, 
BancBoston Capital, Goldman Sachs and 
Citibank. Daniela has an MBA from Harvard 
Business School and a BSc in economics 
from Universidade Estadual de Campinas 
(UNICAMP), Brazil.

CAROL CHESNEY 
COMPANY SECRETARY

Carol was appointed Company Secretary  
of Halma plc in 1998. She joined Halma in 
1995 as Group Finance Manager having 
spent three years with English China Clays 
plc. She qualified as a Chartered Accountant 
with Arthur Andersen and is a mathematics 
graduate of Randolph-Macon Woman’s 
College, Virginia. Carol is a non-executive 
director of Renishaw plc where she chairs 
the Audit Committee.
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Executive Board

ANDREW WILLIAMS 
CHIEF EXECUTIVE 
Location UK

KEVIN THOMPSON 
FINANCE DIRECTOR 
Location UK

ADAM MEYERS 
SECTOR CHIEF EXECUTIVE, MEDICAL 
Location USA

The biographies of Andrew Williams, Kevin Thompson and Adam Meyers are on page 56.

CHUCK DUBOIS
SECTOR CHIEF EXECUTIVE, 
ENVIRONMENTAL & ANALYSIS
Location USA
Chuck was appointed to the Executive Board 
in April 2008 and is Chief Executive of the 
Environmental & Analysis sector. He joined 
the Group in 1999 as Vice President of Perma 
Pure LLC and was previously President of 
Diba Industries. He earned his MBA from 
the F.W. Olin School of Business at Babson 
College and holds a Bachelor’s degree in 
physics from the College of the Holy Cross. 
Chuck attended the Advanced Management 
Program at Harvard Business School in 2013.

PHILIPPE FELTEN
CHIEF EXECUTIVE,  
PROCESS SAFETY
Location Belgium
Philippe joined the Executive Board in  
April 2012 and is Chief Executive of the 
Process Safety sector. He joined the Group 
as Sales Director of BEA Europe when that 
company was acquired in 2002 and was  
later Chief Executive of BEA Group. Philippe 
completed the Programme for Executive 
Development at IMD Lausanne, holds a 
degree in Marketing and Management 
(ICHEC – Brussels) and is an Electro-
Mechanical Engineer (ECAM – Brussels).

NIGEL TRODD
SECTOR CHIEF EXECUTIVE, 
INFRASTRUCTURE SAFETY
Location UK
Nigel was appointed to the Executive  
Board in July 2003 and is Chief Executive  
of the Infrastructure Safety sector. He joined 
Halma in July 2003 as Chief Executive of the 
Process Safety Division. Nigel is a member  
of the Chartered Institute of Marketing and  
a business studies graduate of Thames 
Valley University. 

JENNIFER WARD
GROUP TALENT DIRECTOR
Location UK
Jennifer was appointed 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 divisions of PayPal (an eBay 
company), Bank of America and Honeywell. 
She has a Master’s degree from Michigan 
State University and a Bachelor of Science 
degree from Oregon State University.

MARTIN ZHANG
PRESIDENT – HALMA CHINA
Location China
Martin joined the Executive Board in 2010 
having advised that board since 2008.  
He joined the Group in June 2006. Martin 
holds an Executive MBA from the University 
of Texas at Arlington (Tongji University 
Shanghai) and a degree in chemical 
engineering from Chengdu University of 
Science and Technology. Martin attended  
the Advanced Management Program at 
Wharton Business School in 2014 and is  
also a Certified Management Accountant.
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Corporate Governance Report

Leadership

THE ROLE OF THE BOARD
The ultimate role of the Board is to promote 
the long-term success of the Company by 
delivering sustainable shareholder value. In 
order to fulfil its duty, the Board must ensure 
that the Group operates within a clearly 
defined operating structure which fits within 
a robust governance and control framework.
The Board has ultimate responsibility for the 
management, direction and performance of 
the Group, and sets the strategic goals which 
the Company’s businesses implement 
through their business plans. The Board is 
also responsible for ensuring appropriate 
resources are in place to achieve its strategy 
and deliver sustainable performance.

The Board’s powers are derived from the 
Company’s Articles of Association but certain 
decisions and oversight roles have been 
delegated to its Committees. The Board has 
established a formal schedule of matters 
reserved for its decision and has approved 
terms of reference where it has delegated 
responsibilities to its Committees. 

The Chairman of each Committee reports 
at Board meetings on the activities of the 
Committee and Committee minutes are 
reviewed and approved at Board meetings. 
Matters that are formally reserved for 
decision by the Board are set out in 
writing and include:

• setting the Group’s long-term objectives 
and commercial strategy;

• approving annual operating and capital 
expenditure budgets;

• ceasing all or a material part of the 
Group’s business;

• significantly extending the Group’s activities 
into new business or geographic areas;

• changing the share capital or 
corporate structure of the Company;

• changing the Group’s management 
and control structure;

• approving half year and full year results 
and reports;

• approving dividend policy and the 
declaration of dividends;

• approving significant changes 
to accounting policies;

• approving key policies;
• approving risk management 

procedures and policies, including 
anti-bribery and corruption;

• approving major investments, disposals, 
capital projects or contracts (including 
bank borrowings and debt facilities);

• approving guarantees and material 
indemnities (not otherwise delegated 
to the Bank Guarantees and 
Facilities Committee);

• approving resolutions to be put to  
the AGM and documents or circulars  
to be sent to shareholders; and

• approving changes to the Board  
structure, size or its composition  
(following the recommendation  
of the Nomination Committee).

CHAIRMAN AND CHIEF EXECUTIVE 
The role of Chairman and Chief Executive 
are separate and the division of their 
responsibilities is set out below.

Board roles and responsibilities

CHAIRMAN’S 
RESPONSIBILITIES

Governance
• promoting high standards of corporate governance;
• leading, chairing and managing the Board;
• ensuring all Board Committees are properly structured and operate with appropriate terms of reference;
• regularly considering the composition and succession planning of the Board and its Committees;
• ensuring that the Board and its Committees’ performance are evaluated on a regular basis;
• ensuring adequate time is available for all agenda items and that the Board receives accurate, 

clear and timely information; and
• ensuring that there is effective communication with shareholders.

Strategy
• leading the Board in developing the strategy of the business and achievement of its objectives;
• promoting open and constructive debate in Board meetings;
• ensuring effective implementation of Board decisions with the support of the Chief Executive;
• ensuring that the Board manages risk effectively; and
• consulting, where appropriate, with the Senior Independent Director on Board matters.

People
• chairing the Nomination Committee;
• identifying and meeting the induction and development needs of the Board and its committees;
• developing a strong working relationship with the Chief Executive; 
• ensuring a strong working relationship between executive and non-executive Directors;
• setting clear expectations concerning the Company’s culture, values and behaviours; and
• ensuring effective relationships are maintained with all major stakeholders in the business.
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Board roles and responsibilities continued

CHIEF EXECUTIVE’S 
RESPONSIBILITIES

• providing coherent leadership and management of the Company with the Chairman;
• developing objectives, strategy and performance standards to be agreed by the Board;
• providing input to the Board’s agenda;
• providing effective leadership of the Executive Board to achieve the agreed strategies and objectives;
• securing an Executive Board of the right calibre, with specific responsibility for its composition, and 

ensuring that its succession plan is reviewed annually with the Chairman and the non-executive Directors;
• monitoring, reviewing and managing key risks and strategies with the Board;
• ensuring that the assets of the Group are adequately safeguarded and maintained;
• building and maintaining the Company’s communications and standing with shareholders, financial 

institutions and the public and effectively communicating the Halma plc investment proposition to 
all stakeholders;

• ensuring the Board is aware of the view of employees on issues of relevance to Halma plc;
• living and fostering the Group values which promote ethical practices, integrity and a positive  

work environment, enabling the Group to attract, retain and motivate a diverse group of high-quality 
employees; and leading by example in establishing a performance orientated, customer focused  
and publicly responsible Group culture.

EXECUTIVE DIRECTORS • implementing and delivering the strategy and operational decisions agreed by the Board;
• making operational and financial decisions required in the day-to-day management of the Company;
• providing executive leadership to senior management across the business;
• championing the Group’s values and reinforcing the governance and control procedures; and
• promoting talent management, encouraging diversity and inclusion.

SENIOR INDEPENDENT 
DIRECTOR

• acting as a sounding board for the Chairman; 
• serving as a trusted intermediary for the other Directors; and
• providing an alternative channel for shareholders to raise concerns, independent of executive 

management and the Chairman.

INDEPENDENT NON-
EXECUTIVE DIRECTORS

• contributing independent thinking and judgement, and providing external experience and knowledge, 
to the Board agenda;

• scrutinising the performance of management in delivering the Company’s strategy and objectives;
• providing constructive challenge to the executive Directors; and
• monitoring the reporting of performance and ensuring that the Company is operating within the 

governance and risk framework approved by the Board.

COMPANY SECRETARY • acting as a sounding board for the Chairman and other Directors;
• ensuring clear and timely information flow to the Board and its Committees; and
• providing advice and support to the Board on matters of corporate governance and risk. 

CORPORATE GOVERNANCE 
FRAMEWORK
Halma companies benefit from a highly 
decentralised organisational structure which 
delivers sustainable competitive advantage 
while maintaining the benefit of being part 
of a larger group (through collaboration 
with other Group companies and central 
investment in areas such as talent 
development, innovation and international 
expansion). A robust corporate governance 
framework is essential in a decentralised 
group in order to maintain good oversight 
and control over: financial and management 
reporting; compliance and regulatory matters; 
risk management; and the approval of 
significant decisions (such as acquisitions, 
disposals or material agreements). The 
operation of the Board and its Committees  
is described in this Report and further 
information on each Committee is detailed 
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 
companies and this governance framework  
is described below and is illustrated in the 
diagram on page 29 in relation to Group risk 
management.

Each operating subsidiary company within 
the Group has its own board of directors, 
which meets regularly to fulfil its legal duties 
and operational and financial obligations in 
managing the affairs of the company. The 
Sector CEO, or a Sector Vice President, is 
appointed as a director of each subsidiary 
within their sector and acts as Chairman at 
each board meeting. Each subsidiary must 
operate in accordance with the Group’s 
internal procedures, which set out the 
minimum standards required in the areas 
of financial reporting, health and safety, 
ethics, administration and information

technology. These procedures are made 
available throughout the Group via a  
centrally managed electronic portal and  
each procedure is subject to regular review.

Each of the four sectors has a management 
board which meets regularly to review 
financial and operational performance and 
governance matters relating to companies 
within that sector. Reports prepared by each 
Sector CEO are provided to, and reviewed 
by, the Executive Board. 

Corporate Governance Report continued
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Board governance structure

Reporting requirements chart

Reporting requirement Location

Description of the business model and strategy. Chief Executive’s Strategic Review 
and Sector Reviews 

 See pages 4 to 12 and 34 to 41

Description of the significant issues that the Audit Committee considered in relation to 
the financial statements and how these issues were addressed, having regard to the 
matters communicated to it by the external audit team. 

Audit Committee Report  
 See page 69

Explanation of how the Audit Committee has assessed the effectiveness of the external 
audit process and the approach taken to the reappointment of the external auditor to 
enable shareholders to understand why it recommended reappointing. 

Audit Committee Report  
 See page 69

Identification of search consultancies used and any connections with the Company. Nomination Committee report  
 See page 66

Statement that the Directors consider that the Annual Report and Accounts, taken as 
a whole, is fair, balanced and understandable and provides information necessary for 
shareholders to assess the Company’s position and performance. 

Corporate Governance Report 
 See page 54

Future policy table and notes, performance scenario charts, remuneration obligations in 
service contracts and statement of shareholder vote on the 2015 remuneration report. 

Remuneration Committee Report  
 See page 73

Policy implementation, remuneration paid to service advisers, single total figure tables, 
CEO pay comparison to Company performance and relative importance of spend on pay. 

Remuneration Committee Report  
 See page 73

Directors’ shareholdings and variable pay awarded in the year. Remuneration Committee Report  
 See page 73

Board 
Provides strategic leadership to the Group within a framework of robust corporate governance and internal control, setting the culture, 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 composition 

of the Board;

• oversees the Board’s 
succession planning; and

• keeps under review the 
leadership needs of, and 
succession planning for, 
the Company.

Audit Committee
• monitors the integrity  

of financial statements;

• oversees risk management 
and control;

• monitors the effectiveness 
of the Internal Audit function; 
and

• reviews external auditor 
independence and will lead 
the audit tender process.

Remuneration Committee
• keeps under review the 

framework and policy on 
executive Director and senior 
management remuneration 
(including pension 
arrangements); and

• approves the design,  
targets and framework  
for share plan awards.

Share Plans Committee
Responsible for the 
administration arrangements 
relating to employee share 
based incentives (following 
approval of the award basis 
by the Remuneration 
Committee or the Board).

Bank Guarantees and 
Facilities Committee
Agrees and approves 
arrangements for issuing 
guarantees, indemnities or 
other support for bank loans 
and other financing facilities.

Acquisition and 
Disposals Committee
Reviews and approves  
the terms and structure of 
acquisitions or disposals 
which have been agreed  
in principle by the Board.

Executive Board
• a management committee 

chaired by the Chief 
Executive, which reviews 
operational matters and 
business performance;

• reinforces the operational 
and governance 
structures that are in place 
across the Group; and

• acts as a forum for 
management decisions.

Read more p69 Read more p73Read more p66
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Corporate Governance Report continued

The Board’s year

April 2015

• Budget

• Chairman and NED fees 

• CEO conference 
objectives

• Sector review

• NED search and 
candidate specification

• AGM formal business

• Approval of terms  
of reference

• Approval of European 
cash pooling 
arrangements

June 2015

• Preliminary results

• Dividend planning

• Evaluation of prior  
year objectives

• Annual objectives  
for the Group

• Annual assessment  
of internal control 
processes

• AGM Notice of Meeting

• Review of new share 
plan rules

• Cyber security update

• Sector review

July 2015

• AGM and trading update

• PSP awards

• SIP award review

• M&A update

• Sector review

• Strategy planning review

October 2015

• Group strategic performance and priorities

• Talent assessment and development

• Diversity

• Sector strategy reviews

• PSP award vesting

• M&A update

• Cyber security update

November 2015

• Half year results

• Dividend planning

• Sector review

• M&A update

January 2016

• Budget (draft)

• Board effectiveness and  
Committee evaluation

• Annual review of non-executive  
Director conflicts, independence  
and division of responsibilities

• Trading update

• Risk management review

• Sector review

• M&A update

• Cyber security update

• Employee Benefit Trust funding

• HITE arrangements

STANDING BOARD AGENDA ITEMS
In addition to the above Board matters considered over the past year, at each meeting 
there are standing items, which include:

• Review and approval of the previous minutes;

• Status update on any matters outstanding from previous meetings;

• Updates from each Board Committee on the activities since the last Board meeting;

• Report from the Chief Executive;

• Report from the Finance Director;

• Investor Relations report;

• Health & Safety review;

• Risk review;

• Corporate governance update;

• Compliance & integrity report; and

• Updates from the Company Secretary on administrative matters.

Board meeting attendance
During the year attendance by Directors at Board and Committee meetings was as follows:

Committees

Board attendance Board Audit Remuneration Nomination

Overall 
attendance  

%

Paul Walker 6/6 – 4/4 3/3 100%

Andrew Williams 6/6 – – 3/3 100%

Kevin Thompson 6/6 – – – 100%

Stephen Pettit1 3/3 1/1 2/2 1/1 100%

Neil Quinn2 1/1 – – – 100%

Jane Aikman3 6/6 3/3 4/4 2/3 94%

Adam Meyers 6/6 – – – 100%

Daniela Barone Soares3 6/6 3/3 4/4 2/3 94%

Roy Twite 6/6 3/3 4/4 3/3 100%

Tony Rice 6/6 3/3 4/4 3/3 100%

Carole Cran4 1/1 1/1 1/1 1/1 100%

1  Stephen Pettit retired following the conclusion of the AGM on 23 July 2015.
2  Neil Quinn retired from the Board on 14 May 2015.
3  Jane Aikman and Daniela Barone Soares were unable to attend the Nomination Committee meeting on 3 June 2015 due to illness.
4 Carole Cran was appointed as non-executive Director on 1 January 2016.

BOARD MEETINGS
The Board has six regular meetings 
scheduled each year but will meet, as 
required, to consider urgent matters. 
During the year an ad hoc meeting was 
held to consider and approve the US 
Private Placement.

Directors are issued with an agenda and 
comprehensive electronic meeting papers 
in 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 obtaining 
independent professional advice at the 
Company’s expense. 

PRINCIPAL COMMITTEES 
OF THE BOARD
The Board has established three  
principal Committees:

• the Nomination Committee;

• the Audit Committee; and

• the Remuneration Committee.

Details of their constitution and the roles  
and responsibilities of each Committee  
are set out in their respective Reports,  
which follow this Corporate 
Governance Report.

The Board has also established three formal 
Committees to which it has delegated certain 
powers to negotiate, review and administer 
specific areas of responsibility:

• the Share Plans Committee;

• the Bank Guarantees and Facilities 
Committee; and

• the Acquisitions and Disposals Committee.

Each Committee operates under its own 
terms of reference, which have been 
approved by the Board.

In addition, the Board has established an 
informal management committee, the 
Executive Board, which is chaired by the 
Chief Executive. This Executive Board 
provides a forum in which the executives, 
representing their sector or functional area, 
can review and take decisions on operational 
and financial matters that arise in the 
day-to-day business operations. The 
Executive Board is also an effective means 
of communicating actions from the Halma 
Board and obtaining executive support 
to implement such decisions.
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The Board’s year

April 2015

• Budget

• Chairman and NED fees 

• CEO conference 
objectives

• Sector review

• NED search and 
candidate specification

• AGM formal business

• Approval of terms  
of reference

• Approval of European 
cash pooling 
arrangements

June 2015

• Preliminary results

• Dividend planning

• Evaluation of prior  
year objectives

• Annual objectives  
for the Group

• Annual assessment  
of internal control 
processes

• AGM Notice of Meeting

• Review of new share 
plan rules

• Cyber security update

• Sector review

July 2015

• AGM and trading update

• PSP awards

• SIP award review

• M&A update

• Sector review

• Strategy planning review

October 2015

• Group strategic performance and priorities

• Talent assessment and development

• Diversity

• Sector strategy reviews

• PSP award vesting

• M&A update

• Cyber security update

November 2015

• Half year results

• Dividend planning

• Sector review

• M&A update

January 2016

• Budget (draft)

• Board effectiveness and  
Committee evaluation

• Annual review of non-executive  
Director conflicts, independence  
and division of responsibilities

• Trading update

• Risk management review

• Sector review

• M&A update

• Cyber security update

• Employee Benefit Trust funding

• HITE arrangements

STANDING BOARD AGENDA ITEMS
In addition to the above Board matters considered over the past year, at each meeting 
there are standing items, which include:

• Review and approval of the previous minutes;

• Status update on any matters outstanding from previous meetings;

• Updates from each Board Committee on the activities since the last Board meeting;

• Report from the Chief Executive;

• Report from the Finance Director;

• Investor Relations report;

• Health & Safety review;

• Risk review;

• Corporate governance update;

• Compliance & integrity report; and

• Updates from the Company Secretary on administrative matters.

Board meeting attendance
During the year attendance by Directors at Board and Committee meetings was as follows:

Committees

Board attendance Board Audit Remuneration Nomination

Overall 
attendance  

%

Paul Walker 6/6 – 4/4 3/3 100%

Andrew Williams 6/6 – – 3/3 100%

Kevin Thompson 6/6 – – – 100%

Stephen Pettit1 3/3 1/1 2/2 1/1 100%

Neil Quinn2 1/1 – – – 100%

Jane Aikman3 6/6 3/3 4/4 2/3 94%

Adam Meyers 6/6 – – – 100%

Daniela Barone Soares3 6/6 3/3 4/4 2/3 94%

Roy Twite 6/6 3/3 4/4 3/3 100%

Tony Rice 6/6 3/3 4/4 3/3 100%

Carole Cran4 1/1 1/1 1/1 1/1 100%

1  Stephen Pettit retired following the conclusion of the AGM on 23 July 2015.
2  Neil Quinn retired from the Board on 14 May 2015.
3  Jane Aikman and Daniela Barone Soares were unable to attend the Nomination Committee meeting on 3 June 2015 due to illness.
4 Carole Cran was appointed as non-executive Director on 1 January 2016.
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Effectiveness

TIME ALLOCATION
The Board benefits from the wide variety of 
skills, experience and knowledge that each 
Director has. However, being available and 
committing sufficient time to the Company 
is essential and therefore the number of 
external directorships that a non-executive 
Director holds is an important consideration 
when recruiting and when performing the 
annual evaluation of non-executive 
Directors effectiveness. 

Executive Directors are permitted to accept 
one external appointment, subject to the prior 
approval of the Chairman. Approval will only 
be given where the appointment does not 
present a conflict of interest with the Group’s 
activities and where the role is considered 
to be beneficial to the development of 
the individual, which will also benefit 
the Company.

In addition to the scheduled Board meetings 
(six per year), non-executive Directors are 
expected to attend the AGM, the annual 
strategy meeting and certain other Company 
events and site visits throughout the year. 
A time commitment of around 20 days per 
annum is the anticipated requirement for 
each non-executive Director. Confirmation 
is obtained on appointment from each 
non-executive Director that they can allocate 
sufficient time to the role. Details of Board 
attendance during the year is set out on page 
63 and biographical details of each Director 
are set out on pages 56 and 57.

INDUCTION OF NEW DIRECTORS
Newly appointed non-executive Directors 
follow a tailored induction 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 tailored induction materials, 
which provide a comprehensive overview of: 
the Group and the legal and organisational 
structure; the governance framework; the 
role of non-executive Director; key business 
contacts at Group, sector and operating 
company level; and details of the external 
advisers. In addition to the latest Annual 

COMPOSITION OF THE BOARD
The Board is comprised of the Chairman,  
five independent non-executive Directors  
and three executive Directors. The Board 
views this structure as a suitable balance  
of direct knowledge of the Group’s  
operations with independent challenge  
and experience from outside the Company.

BOARD DIVERSITY
The Board recognises the benefits to an 
International group of greater diversity on 
the Board and in management positions 
throughout the Group. At the year end, and at 
the date of this Report, the Board comprised 
nine Directors, including three women (33%). 
The spread of nationalities are seven British, 
one American and one Brazilian. 

Halma has the ambition to increase the 
number of executives based outside Europe 
and the USA to better reflect the revenue 
generated outside those markets and to 
embrace diversity and inclusion across the 
Group. To support this ambition, the Board 
has adopted a Diversity and Inclusion policy 
and a programme of training to support the 
policy has been rolled out to senior 
executives and head office personnel. 
Operating subsidiary company boards are 
encouraged to invite local personnel with 
diverse skill sets to attend board meetings 
to provide a fresh perspective and bring 
a diverse and inclusive approach to the 
decision-making body.

INDEPENDENCE
The Board has reviewed the independence 
of the Chairman and each non-executive 
Director and considers the Chairman and 
all of the non-executive Directors to be 
independent of management and free from 
business or other relationships that could 
interfere 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 
their interests with those of the shareholders.

Tony Rice was appointed as the Senior 
Independent Director in July 2015, following 
the retirement of Stephen Pettit from 
the Board. 

Report and Company announcements, 
further materials such as recent broker 
coverage, the last Board evaluation and  
CEO conference presentations were  
also provided. Carole met the Chairman,  
Chief Executive and Finance Director 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 varied programme of site 
visits to operating companies across the 
sectors is being arranged, which will include 
the opportunity for Carole to meet investors 
at the forthcoming investor event.

The Chairman reviews training and 
development needs of the Board, and each 
individual Director, at least annually. Briefings 
and presentations from subject specialists 
form part of the ongoing training needs for 
the Directors.

PERFORMANCE EVALUATION
The Board undertakes a formal evaluation of 
its performance, and of each Director, on an 
annual basis. The principal Committees of the 
Board undertake an annual evaluation of their 
effectiveness, in accordance with their terms 
of reference.

As in prior years, the Board met in January 
2016 before its scheduled meeting to 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-executive Directors also 
meet after each Board meeting without 
executive Directors present to ensure there is 
an opportunity to discuss potentially sensitive 
matters. The Chief Executive will join for part 
of these meetings at least once per annum. 
The Senior Independent Director meets with 
the non-executive Directors without the 
Chairman present, at least annually, to 
evaluate the Chairman’s performance. 

The Executives are also given the opportunity 
to meet with the Chairman and/or the Senior 
Independent Director separately. The 
outcome of these meetings is fed back 
to individuals by the Chairman, Senior 
Independent Director or Chief Executive, 
as appropriate.
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The Board and Committee evaluations 
conducted in 2015 were externally facilitated 
by EquityCommunications. Accordingly, the 
Board and Committee evaluation for 2016  
was an internal evaluation, conducted by the 
Chairman having a structured one-to-one 
session with each member of the Board/
Committees and the Company Secretary. 
The results were anonymised and provided 
to the whole Board in January 2016. 

The main areas of focus arising from the 
evaluation process, and subsequently 
discussed by the Board, were: the size  
and balance of the Board; the continued 
development of the Group’s strategic priorities 
and future direction; executive succession 
planning; and the allocation of resources. 

RE-ELECTION OF DIRECTORS
With the exception of Jane Aikman who will 
retire from the Board after the AGM, all of the 
current Directors will stand for re-election, 
and in the case of Carole 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 
experience and continue to demonstrate 
commitment to the role. Biographical details 
of each Director standing for election or 
re-election are set out in the Notice of Meeting. 

LIABILITY INSURANCE
Each Director is covered by appropriate 
directors’ and officers’ liability insurance, at 
the Company’s expense. In addition, there 
are Deeds of Indemnity in place, which 
provide an indemnity from the Company to 
the Director in respect of any proceedings 
brought by third parties against Directors 
personally in their capacity as Directors of the 
Company. The indemnity does not extend to 
certain areas, including: any liability to pay a 
fine levied in criminal proceedings; defending 
criminal proceedings where the Director is 
convicted and such conviction is final; 
defending any civil proceedings brought by 
the Company or an associated company; 
or in any proceedings for disqualification 
of the Director.

RELATIONS WITH SHAREHOLDERS
The Board recognises the importance  
of effective communication with our 
shareholders. In regular meetings with 
shareholders and analysts the Chief 
Executive and Finance Director communicate 
the Group’s strategy and results, disclosing 
such information as is permitted within 
the guidelines of the Listing Rules. Such 
meetings ensure that institutional shareholders 
representing over 50% of the Company’s 
issued share capital meet or hold discussions 
with the Company on a regular basis. Major 
shareholders are also offered the opportunity 
to meet the Chairman and/or Senior 
Independent Director. Notes from all investor 
meetings are circulated to the Chairman with 
investor feedback from results roadshows 
circulated to the whole Board.

The Company consults with its major 
shareholders on significant matters – for 
example, the Remuneration Committee 
consulted the top 10 shareholders last year 
regarding its proposed remuneration policy 
and practice. Major shareholders are invited 
to attend briefings following the half-year 
and annual results. Once again, the Chief 
Executive hosted a dinner in London 
during February 2016 for analysts and 
institutional investors. No new material 
financial information or updates on trading  
is provided at such events. In September 
2015, the Company hosted a site visit to 
Crowcon in Abingdon, UK, for analysts and 
investors. The event focused on Halma’s 
Process Safety sector, including Crowcon’s 
operations. Slides and a summary of the 
presentation given may be viewed or 
downloaded from the Company’s website 
at www.halma.com.

The content of presentations to shareholders 
and analysts at results announcements,  
news releases about the Group and all 
regulatory announcements are also available 
on the Company’s website. Shareholders  
are encouraged to visit www.halma.com  
to access Annual Report and Accounts,  
Half Year Reports, biographical information 
on Directors and the Executive Board, share 
price information and subsidiary company

contact details (including links to their 
own websites). The website features the 
facility to request e-mail alerts relating to 
announcements made by the Group and 
there is a feedback form to invite suggestions 
for improvements to the website and our 
investor relations activities.

Shareholders can keep up to date with the 
latest Halma financial news, on the move, 
with our Investor Relations iPad app. This is 
available as a free download from the Apple 
iTunes store, as detailed below. The app is 
updated at the same time as our website 
and delivers news releases, regulatory 
announcements, presentations, reports, 
webcasts, videos, financial documents 
and the share price.

To help investors understand the scope of 
our business we have produced a series of 
corporate videos outlining our strategy, our 
performance, our future and an animated 
video on the products that we make. These 
can be viewed from the home page of our 
website (www.halma.com) and from our  
iPad investor app. Type this link into your 
browser to go to the Halma Investor  
Relations app download page on iTunes: 
http://goo.gl/4W91y

The Financial calendar is 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 meet the Directors. 
The AGM provides an opportunity for 
shareholders to ask questions to the Board 
on the matters put to the meeting, including 
the Annual Report and Accounts and the 
management of the Company. The results 
of the AGM are published on the Company’s 
website once they become available.
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Nomination Committee

COMMITTEE CHAIRMAN’S OVERVIEW
Over the past year, we have seen minor 
re-shaping of the Board and Committee 
membership and change in individual 
responsibilities as described below. 

In July 2015, Tony Rice succeeded Stephen 
Pettit as Senior Independent Director and 
Chairman of the Remuneration Committee. 
The search for a new non-executive Director, 
to fill the subsequent vacancy, was 
successfully concluded at the end of the 
calendar year and the Committee were 
delighted to recommend the appointment  
of Carole Cran to the Board. Carole will 
succeed Jane Aikman as Chairman of the 
Audit Committee after she steps down at  
our 2016 AGM.

I reported in the 2015 Committee report  
that the resignation of Neil Quinn from the 
Board provided an opportunity to consider 
the executive composition 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 is appropriate, as 
the focus remains on building the new sector 
structure, both in terms of operations and 
talent. The Committee will keep the Board 
and Executive Board composition under 
review over the coming year.

ROLE OF THE COMMITTEE
The Committee is appointed by the Board 
and operates under written terms of 
reference, which are available on the Group’s 
website. The primary role and responsibilities 
of the Committee is to:

• review the size, balance and composition 
(evaluating the skills, knowledge and 
experience) of the Board and its 
Committees, ensuring that they remain 
appropriate and making recommendations 
to the Board with regard to any changes;

• lead the process for Board appointments; 

• oversee the succession planning 
requirements for the Board and other 
senior executives, including the 
identification and assessment of potential 
candidates and making recommendations 
to the Board for its approval; and

• keep under review the leadership needs of 
the Group in relation to both its executive 
Directors and other senior executives, 
including any recommendations made  
by the Chief Executive for changes to  
the executive membership of the Board.

COMPOSITION OF THE COMMITTEE
The Committee currently comprises the 
Chairman, the Chief Executive and five 
independent non-executive Directors, 
therefore comprising a majority of non-
executive members. The Chairman acts 
as the Chairman of the Committee but  
would not chair a meeting which was  
dealing with the appointment of a successor 
to the chairmanship. The following members 
served on the Committee during the year:

• Paul Walker (Chairman)

• Andrew Williams

• Stephen Pettit (retired 23 July 2015)

• Jane Aikman

• Daniela Barone Soares

• Roy Twite

• Tony Rice

• Carole Cran (appointed 1 January 2016)

ACTIVITIES IN 2015/16
During the year, the Committee has 
undertaken the following activities:

• recommending the appointment of Tony 
Rice as Senior Independent Director and 
Chairman of the Remuneration Committee;

• non-executive Director succession 
planning, resulting in the appointment 
of Carole Cran;

• preparing a non-executive profile for the 
replacement of Jane Aikman and working 
with Lygon Group to initiate the search;

• review of Executive succession plans 
and talent review; 

• annual self-evaluation and review of 
Director independence in accordance 
with the terms of reference; and

• proposing the election and re-election 
of Directors at the AGM.

Allocation of time

Recruitment 33%
Succession planning 39%
Governance and reporting 12%
Independence and (re-)election of Directors 7%
Composition of the Board 9%

NON-EXECUTIVE DIRECTOR TENURE
As at the date of this Report, the tenure of  
the five non-executive Directors is spread 
across a nine-year period, as illustrated in  
the chart opposite. Any term beyond six 
years is subject to particularly rigorous  
review to ensure that the non-executive 
Director continues to be effective and that  
the Committee is not being stifled in any way.

Corporate Governance Report continued
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Non-executive Director tenure

Years 1 2 3 4 5 6 7 8 9 10

Jane Aikman

Daniela
Barone Soares

Carole Cran

Tony Rice

Roy Twite

Jane Aikman is in her final term, having 
served nearly nine years on the Board, 
Daniela Barone Soares is in her second 
three-year term, Tony Rice and Roy Twite  
are in their first three-year terms and Carole 
Cran will be subject to her first term on being 
elected at the AGM in July 2016.

BOARD APPOINTMENT PROCESS
Prior to making a recommendation to 
the Board for the appointment of Carole 
Cran, the Committee undertook the 
following process:

• identification of skills, experience and 
knowledge that would be complimentary 
for the general role of non-executive 
Director, in addition to recent and relevant 
financial experience required for the role  
of Audit Committee Chairman;

• selection and recommendation of a global 
search firm. Lygon Group, who have no 
connection with the Company, were 
selected based on an interview process 
involving key executives and the Chairman;

• a shortlist of candidates was reviewed by 
the Committee based on candidate 
reports prepared by Lygon Group;

• interviews and meetings were arranged 
with the Chairman, Chief Executive, 
Finance Director and several members  
of the Committee and other senior 
management; and

• a full review of the candidates was 
undertaken by the Committee at its 
meeting in November and a unanimous 
recommendation made to the Board.

DIVERSITY
The Committee and the Board support 
diversity and inclusion and has developed a 
policy for use throughout our Group. Further 
details on Board diversity are set out in the 
Effectiveness section on page 64 and for the 
wider employee base, in the Sustainability 
section on pages 51 and 52. 

BOARD GENDER

Male 6
Female 3

PRIORITIES FOR 2016/17
The Committee’s priorities for 2016/17 will be:

• to recruit a non-executive Director, to fill the vacancy when Jane Aikman steps down,  
with the right skills, knowledge and experience to bring further insight and challenge 
to the executive Directors; and

• a continued focus on succession planning and talent development. 

On behalf of the Nomination Committee

Paul Walker
Chairman
14 June 2016
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Corporate Governance Report continued VIABILITY STATEMENT
During the year, the Board carried out a 
robust assessment of the principal risks 
affecting the Company, including those 
that would threaten its business model, 
future performance, solvency or liquidity. 
The principal risks and uncertainties, 
including an analysis of the potential 
impact and mitigating actions, are set 
out on pages 30 to 33 of the 
Strategic Report. 

The Board has assessed the viability of 
the Company over a three year period, 
taking into account the Group’s current 
position and the potential impact of the 
principal risks and uncertainties. Whilst  
the Board has no reason to believe that 
the Group will not be viable over a longer 
period, it has determined that three years 
is an appropriate period. In drawing its 
conclusion, the Board has aligned the 
period of viability assessment with the 
Group’s strategic planning process (a 
three year period). The Board believes  
that this approach provides greater 
certainty over forecasting and, therefore, 
increases reliability in the modelling and 
stress testing of the Company’s viability.  
In addition, a three year horizon is typically 
the period over which we review our 
external bank facilities, and is also the 
performance period over which awards 
granted under Halma’s share-based 
incentive plan are measured.

In reviewing the Company’s viability, 
the Board has identified the following 
factors which they believe support 
their assessment:

• the Group operates in diverse but 
relatively non-cyclical markets;

• there is considerable financial capacity 
under current facilities and the ability 
to raise further funds;

• the decentralised nature of our Group 
ensures that risk is spread across our 
businesses and sectors, with limited 
exposure to any particular industry 
or market;

• there is a strong culture of local 
responsibility and accountability  
within a robust governance and  
control framework; and

• an ethical approach to business is set 
from the top and flows throughout 
our business.

In making their assessment, the Board 
carried out a comprehensive exercise of 
financial modelling and stress-tested the 
model with various scenarios based on 
the principal risks identified in the Group’s 
annual risk assessment process. In 
each scenario, the effect on the Group’s 
KPIs and borrowing covenants was 
considered, along with any mitigating 
factors. Based on this assessment, 
the Board confirms that they have a 
reasonable expectation that the Company 
will be able to continue in operation and 
meet its liabilities as they fall due over the 
three year period to 31 March 2019. 

Accountability

INTERNAL CONTROL STATEMENT
The Board’s responsibilities
The Board has overall responsibility to the 
shareholders for the Group’s system of 
internal control and risk management, and 
the review of the system’s effectiveness is 
carried out with the assistance of the Audit 
Committee. Whilst not providing absolute 
assurance against material misstatements  
or loss, this system is designed to identify  
and manage those risks that could adversely 
impact the achievement of the Group’s 
objectives. The Group’s risk management 
structure and process is detailed on pages 
28 and 29. The Group’s principal risks 
and uncertainties are detailed on 
pages 30 to 33.

The Board confirms that there is an ongoing 
process for identifying, evaluating and 
managing the significant risks faced by the 
Group and for determining the nature and 
extent of the significant risks it is willing to 
take in achieving its strategic objectives. 
The Board, advised by the Audit Committee, 
regularly reviews the process, which has 
been in place for the year under review and 
up to the date of approval of the Annual 
Report and Accounts. This process is in 
accordance with the Guidance on Risk 
Management, Internal Control and Related 
Financial and Business Reporting. The Board 
has continued to improve and embed 
controls throughout the Group and will 
continue to keep the systems under review 
to ensure that the internal control and risk 
management framework remains fit 
for purpose.

REVIEW OF INTERNAL 
CONTROL EFFECTIVENESS
The Board regularly reviews the effectiveness 
of the Group’s risk management and 
internal control systems, including financial, 
operational and compliance controls. The 
review is principally based on reviewing 
reports from management to consider 
whether significant risks have been identified, 
evaluated, managed and controlled. 

The Group’s external Auditor, Deloitte LLP, 
has audited the financial statements and  
has reviewed the financial control systems  
to the extent considered necessary to 
support the audit report.

COMPLIANCE WITH THE UK 
CORPORATE GOVERNANCE  
CODE 2014 (THE CODE)
Throughout the year ended 2 April 2016, 
the Company has fully complied with the 
provisions as set out in the Code. The 

Group’s internal controls are summarised 
on pages 28 and 29. 

The Directors confirm that they consider 
the Annual Report and Accounts, taken 
as a whole, to be fair, balanced and 
understandable and provides the information 
necessary for shareholders to assess the 
Company’s position and performance. The 
Group’s business model is set out on page 
12 and an explanation of the strategy and 
longer-term objectives of the Company is 
contained within the Strategic Review on 
pages 4 to 47. 

GOING CONCERN
The Group’s business activities, together with 
the main trends and factors likely to affect its 
future development, performance and position, 
and the financial position of the Group, its cash 
flows, liquidity position and borrowing facilities, 
are set out in the Strategic Report. In addition, 
note 26 to the financial statements includes the 
Group’s objectives, policies and processes for 
managing its capital, its financial risk 
management objectives, details of its financial 
instruments and hedging activities, and its 
exposures to currency and liquidity risks.

The Group has considerable financial 
resources (including a £360m five-year 
revolving credit facility, of which £236m  
was undrawn at 2 April 2016) together with 
contracts with a diverse range of customers 
and suppliers across different geographic 
areas and industries. No one customer 
accounts for more than 2% of Group 
turnover. As a consequence, the Directors 
believe that the Group is well placed to 
manage its business risks successfully.

After conducting a formal review of the 
Group’s financial resources, the Directors  
have a reasonable expectation that the 
Company and the Group have adequate 
resources to continue in operational existence 
for the foreseeable future. For this reason, they 
continue to adopt the going concern basis in 
preparing 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 viability and sets out its Viability 
Statement below.
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Audit Committee

COMMITTEE CHAIRMAN’S OVERVIEW
This is the last Report that I will present  
to shareholders in my role as Chairman  
of the Audit Committee and I am proud of  
the work that the Committee has achieved  
in improving and embedding the control 
framework throughout Halma. I am working 
closely with Carole Cran, who will succeed 
me as Committee Chairman after the 2016 
Annual General Meeting, and I wish her 
success in building on the solid foundation 
that has been laid during my tenure.

During the year, the Committee continued 
to focus on the effectiveness of the Group’s 
controls and areas to improve awareness 
and compliance. The increased awareness 
of the identification and monitoring of risks 
at all levels, carried out at the Committee’s 
request, has improved the Committee’s 
oversight of risk. 

The Committee agreed the content of the 
Viability Statement following a thorough 
process of review and stress testing the 
assumptions. The Viability Statement is  
set out on page 68 above.

I hope that you find this Report helpful in 
understanding the work of the Committee 
generally and the matters that it has 
considered over the past year.

ROLE AND RESPONSIBILITIES
The Committee is appointed by the  
Board and operates under written terms  
of reference, which are available on the  
Group’s website. The primary role and 
responsibilities of the Committee is to:

Financial Reporting
• review significant financial reporting 

judgements and accounting policies and 
compliance with accounting standards;

• ensure the integrity of the financial 
statements and their compliance with UK 
company law and accounting regulation;

• ensure the Annual Report and Accounts 
are fair, balanced and understandable and 
recommend their approval to the Board;

• monitor announcements relating to the 
Group’s financial performance;

Internal Controls
• monitor the effectiveness of internal 

controls and compliance with the UK 
Corporate Governance Code;

• review the operation of the Group’s risk 
management processes and the control 
environment over financial risks;

Risk Management
• review and provide oversight, on behalf of 

the Board, of the processes by which risks 
are managed;

• review the process undertaken and stress 
testing required to approve the Group’s 
Viability Statement and Going Concern 
statement;

Fraud and Whistleblowing
• receive reports on the processes in place 

throughout the Group to prevent and 
detect fraud and to enable employees  
to raise concerns in confidence;

• receive reports on fraud attempts  
or incidents;

Internal Audit
• agree the Internal Audit work programme 

and regularly review reports arising from 
internal audits;

• monitor the resourcing and review the 
effectiveness of the internal audit function;

• continue to strengthen the Internal Audit 
function to match the growth and 
complexity of the Group; 

• monitor the status of actions resulting  
from internal audits and consider  
remedial action for overdue items;

External Audit
• manage the relationship with the  

Group’s external auditor;

• monitor and review the independence  
and performance of the external auditor 
and, at least annually, formally evaluate 
their effectiveness;

• review the policy on non-audit services 
carried out by the external auditor, taking 
account of relevant ethical guidance;

• negotiate and agree the external auditor’s 
fee; 

• lead the audit tender process at least 
every 10 years; and

• make recommendations to the Board  
for the appointment or reappointment  
of the external auditor.

COMPOSITION OF THE COMMITTEE
The Committee currently comprises the  
five independent non-executive Directors. 
The following members served on the 
Committee during the year:

 – Jane Aikman (Chairman)
 – Stephen Pettit (retired 23 July 2015)
 – Daniela Barone Soares
 – Roy Twite
 – Tony Rice
 – Carole Cran (appointed 1 January 2016)

The Chairman, Chief Executive and Finance 
Director are also in attendance at Committee 
meetings. Representatives from the external 
Auditor and the Internal Audit Manager are 
invited to join the meeting for certain agenda 
items. The Committee, and separately the 
Committee Chairman, meet with the Internal 
Audit Manager on a regular basis.

ACTIVITIES IN 2015/16
The Committee spends a significant amount 
of time reviewing the effectiveness of the 
Group’s risk management and internal control 
process which supports its oversight of the 
integrity 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 statements and business reports 43%
Risk management 11%
Internal audit 11%
External audit 28%
Other 7%

GOVERNANCE
The Committee meets at least three  
times per year and routinely meets with  
the external Auditor without the executive 
Directors present. It is chaired by Jane 
Aikman, independent non-executive Director, 
who is a chartered accountant with recent 
and relevant financial experience. The 
Finance Director works closely with the 
Committee Chairman to facilitate open 
communication and regular information flow.
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Audit Committee activities

Financial statements and reports
• reviewed the 2016 Annual Report and Accounts, the 2015 Half Year Report and  

the trading updates issued in July 2015 and February 2016. As part of these reviews 
the Committee received a report from the external Auditor on the audit of the Annual 
Report and Accounts; 

• reviewed the effectiveness of the Group’s risk management and internal controls 
and disclosures made in the Annual Report and Accounts; 

• reviewed the process and stress testing undertaken to support the Group’s Viability 
and Going Concern statements;

• considered acquisition valuation and accounting methodology; 
• reviewed pension fund accounts; 
• reviewed treasury policy; 
• reviewed currency exposure and hedging policies; and 
• reviewed taxation provisions. 

Risk management
• considered the output from the Group-wide risk review process to identify, evaluate 

and mitigate risks, the Group’s changing risk profile and future risk reports; 
• devoted additional time to adequately address risk management and internal 

control in the Group; and 
• considered export controls and other compliance-related matters. 

Internal audit
• evaluated the effectiveness and the scope of work to be undertaken by the Internal 

Audit function;
• reviewed management responses to audit reports issued during 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 timing and process for the external Auditor tender;
• reviewed, considered and agreed the scope and methodology of the audit 

and non-audit work to be undertaken by the external Auditor;
• evaluated the independence and objectivity of the external Auditor; 
• agreed changes to the policy on non-audit services; and
• agreed the terms of engagement and fees to be paid to the external Auditor 

for the audit of the 2 April 2016 financial statements.

Corporate Governance Report continued Audit Manager investigates cases relating  
to financial matters (including fraud), the 
Company Secretary investigates other 
matters and monitors all open cases 
through to their conclusion.

During the year, the Committee carried  
out a review of the effectiveness of the 
Group’s whistleblowing arrangements.  
A refresh of the whistleblowing service was 
carried out across the Group in May 2015.

ENGAGEMENT OF THE  
EXTERNAL AUDITOR
The external Auditor is engaged to  
express an opinion on the Group and 
Company financial statements. The audit 
includes the review and testing of the data 
contained in the financial statements to the 
extent necessary for expressing an audit 
opinion on the truth and fairness of the 
financial statements.

Deloitte LLP has been the external Auditor 
of the Group since 2003 and a review of the 
independence of Deloitte LLP is undertaken 
each year. At the year end, the Auditor 
formally confirmed its independence and 
that objectivity has been maintained. The 
Committee concluded that the relevant 
independence continues to be met. In 
addition, the Senior Statutory Auditor 
responsible for the Group audit is rotated 
at least every five years. A new Senior 
Statutory Auditor has been appointed 
for the financial year ended 2 April 2016. 

Deloitte LLP provides the Committee 
with relevant reports, reviews and advice 
throughout the year, as set out in their 
terms of engagement.

EXTERNAL AUDITOR TENDERING
In accordance with UK Corporate 
Governance Code, the Committee  
has primary responsibility for making  
a recommendation to the Board on the 
reappointment of the external Auditor and  
will lead the process for putting the audit 
contract out to tender at least every 10 years. 
In accordance with The Statutory Audit 
Services for Large Companies Market 
Investigation (Mandatory Use of Competitive 
Tender Processes and Audit Committee 
Responsibilities) Order 2014 (the 2014 Order), 
Halma is required to re-tender the external 
audit contract by June 2023. As reported  
last year, it is anticipated that the external 
tender process will be completed before  
the end of December 2018. Accordingly, the 
Committee’s current intention is to conduct  
a competitive tender process in the financial 
year 2018/19. The Committee believes that  
it is in the best interests of the Company’s 
members to conduct a competitive tender 
ahead of the 2023 deadline and, due to the 
transitional arrangements, the change in 
Senior Statutory Auditor and Carole Cran 
being appointed as Committee Chairman 
from July 2016, that concluding a tender by 
December 2018 is also in the best interests  
of the Company. The Committee confirms 
that the Company was in compliance with  
the provisions of the 2014 Order during the 
financial year ended 2 April 2016. 

The Committee receives regular updates on 
changes to financial accounting standards 
and reporting requirements, regulatory and 
governance changes, the evolving landscape 
around risk, fraud and cyber security.

In its advisory capacity, the Committee 
confirmed to the Board, that based on its 
review of the Annual Report and Accounts and 
internal controls that support the disclosures, 
that the Annual Report and Accounts, 
taken as a whole, are fair, balanced and 
understandable, and provide the necessary 
information for shareholders to assess the 
Company’s position and performance, its 
business model and strategy.

WHISTLEBLOWING
The Committee has responsibility for 
ensuring that arrangements are in place for 
employees to raise concerns or suspicions 
they may have about possible wrongdoing 
in financial reporting or other matters.  
An external organisation, Expolink, operates 
a 24 hour confidential reporting service 
for the Group, which provides employees 
with the choice of making a report via a 
multilingual telephone line or by web 
reporting. The service allows employees 
to remain anonymous (subject to local 
legislation) and also provides a case reporting 
number which ensures that there is a 
mechanism for two-way communication 
between the reporter and the Company, even 
if they have chosen to remain anonymous. 
Confidential reports from this service are 
provided to the Company Secretary for 
investigation and to report any significant 
cases to the Committee. The Internal  
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The policy states that the Group will only use 
the appointed external auditor for non-audit 
services in cases where these services do 
not conflict with the auditor’s independence.

The Committee confirms that Deloitte LLP 
remains best placed to advise the Group on 
matters related to tax compliance and the 
structure of the Group. The Committee 
accepts that certain work of a non-audit 
nature is best undertaken by Deloitte, and 
appointments are made taking into account 
factors including expertise and fees.

The Committee regularly reviews the amount 
and nature of the non-audit work that Deloitte 
performs. The fee levels for non-audit 
services are subject to an annual cap equal 
to 70% of the average audit fees charged 
over a three-year period.

At each meeting, the Committee receives 
a summary of all fees, audit and non-audit, 
payable to the external Auditor.

The audit fees payable to Deloitte LLP for 
the year ended 2 April 2016 were £957,000 
(2015: £803,000) and non-audit service  
fees were £290,000 (2015: £172,000). The 
principal non-audit service is tax advisory 
related. A summary of fees paid to the 
external Auditor is set out in note 6 to 
the Accounts on page 125.

The external Auditor has confirmed its 
independence as Auditor of the Company, 
in a letter addressed to the Directors. 

EXTERNAL AUDIT EFFECTIVENESS
The effectiveness of the external audit 
process is assessed by the Committee, 
which meets regularly throughout the year 
with the Senior Statutory Auditor and senior 
audit managers. Key to the overall 
effectiveness of the process is the open 
approach adopted by the Group and the 
Auditor under which each party raises 
potential accounting and financial reporting 
issues as and when they arise, rather than 
limiting this exchange to the period in which 
formal audit and review engagements take 
place. This approach is supported by a 
formal annual survey process involving 
subsidiary and Group management as  
well as Committee members and attendees.

Surveys are tailored and issued to three 
distinct groups of respondents:

• Subsidiary Finance Directors, including 
Group Finance;

• Sector Chief Executives and Sector 
Finance Directors; and

• Committee members and attendees.

The survey completed by the first group is 
divided between questions focusing on audit 
quality and client service. As this group is 
involved primarily in the execution phase of 
the audit, the responses cover practical audit 
management issues as well as observations 
made on the integrity and quality of audit  
field teams. As the second and third group 
interact mainly with the senior audit team and 
the Senior Statutory Auditor, the questions 
are focused more on general audit planning 
and wider areas of the audit relationship.

In addition to assessing the effectiveness 
of the external Auditor, the Committee 
recognises that Group management has 
an important role to play in the overall 
effectiveness of the external audit process 
and the Auditor is therefore asked to  
conduct its own survey of both subsidiary 
and head office companies with which 
Deloitte interacts. This survey addresses 
items such as the timeliness, quality and 
reliability of data provided to the Auditor.

Taken together, the Committee believes  
that sufficient and appropriate information  
is obtained to form an overall judgement  
on the effectiveness of the external audit 
process. The external audit effectiveness 
process findings from last year’s review  
were incorporated into the audit processes 
for this year, to maintain the process of 
continuous improvement.

Taking into consideration the Auditor’s 
confirmation that they remain independent 
and the review of the effectiveness of the 
external audit, the Committee unanimously 
recommended to the Board that a resolution 
for the reappointment of Deloitte LLP as 
the Company’s independent Auditor be 
proposed to shareholders at the Annual 
General Meeting in July 2016. The Board 
has accepted and endorsed this 
recommendation.

RISK MANAGEMENT AND  
INTERNAL CONTROLS
Through monitoring of the effectiveness of 
its internal controls and risk management 
processes, the Committee is able to 
maintain a good understanding of business 
performance and key areas of judgement 
and decision-making within the Group.

Details of risk management and internal 
controls are set out on pages 28 and 29. 

POLICY ON AUDITOR 
INDEPENDENCE AND SERVICES
Prohibited non-audit services
• appraisal or valuation services;
• financial information systems design 

and implementation;
• bookkeeping services;
• management functions;
• executive recruiting and resource services;
• broker-dealer services; and
• legal services.

Audit-related services not subject  
to separate tender if fees <£150,000
• audits of businesses acquired or to be 

sold and due diligence services;
• opinions/audit reports on information 

provided by the Company upon 
request from a third party;

• advice on accounting policies;
• electronic data processing audits; and
• tax services including local tax 

compliance.

Permitted non-audit services, 
subject to approval with requirement 
to tender if fees >£150,000
• due diligence services relating to 

acquisitions with fees in excess of 
£150,000;

• public reporting on investment circulars;
• liquidation services in respect of 

redundant subsidiaries or associate 
companies; and

• tax-advisory fees in excess of £150,000 
where the firm’s existing knowledge of 
the Group structure is preferred.

AUDITOR INDEPENDENCE
The Group’s ‘Policy on Auditor Independence 
and Services provided by the External 
Auditor’ sets out restrictions on the 
categories of non-audit services which 
the external auditor is allowed to provide 
to the Group, in order to safeguard auditor 
objectivity and independence. A summary 
of the services provided by the auditor 
which are permitted and prohibited under 
the policy, is set out above.

This policy is regularly reviewed and was 
most recently reviewed and updated in 
January 2016. Following that review, the 
threshold at which a tender process is 
required (to determine whether the auditor 
is the most suitable 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 size of the 
Group. In addition, the level at which the 
Committee are notified of all non-audit 
services carried out by the external auditor 
increased from fees between £50,000 and 
£100,000, to fees between £75,000 
and £150,000. 
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SIGNIFICANT ISSUES IN  
RELATION TO FINANCIAL  
REPORTING MATTERS IN 2016
During the year, the Committee considered 
significant risks and issues in relation to the 
Group’s financial statements and disclosures 
relating to:

• the assessment of the carrying value of 
goodwill due to the significance of the 
amounts recorded on the Consolidated 
Balance Sheet and the judgements 
involved in assessing goodwill 
for impairment;

• the risk that acquisitions are not accounted 
for correctly in line with IFRS 3 ‘Business 
combinations’ including the recording of 
fair value adjustments and the identification 
and valuation of acquired intangible assets;

• the valuation of any contingent 
consideration arising on acquisitions 
in current and prior periods;

• the judgements involved in valuing defined 
benefit pension plans including the 
discount rate, the mortality assumption 
and the inflation rate;

• the risk around capturing the capitalised 
development costs in relation to qualifying 
products as well as the subsequent 
impairment review based on predicted 
product launch and performance; and

• ensuring the Annual Report and Accounts 
are fair, balanced and understandable.

These issues were discussed with 
management at various stages during 
the year and during the preparation and 
finalisation of the financial statements.  
After reviewing the presentations and reports 
from management the Committee is satisfied 
that the financial statements appropriately 
address the critical judgements and key 
estimates, both in respect of the amounts 
reported and the disclosures made. The 
Committee is also satisfied that the significant 
assumptions used for determining the  
value of assets and liabilities have been 
appropriately scrutinised, challenged and 
are sufficiently robust. The Committee has 
discussed these issues with the Auditor 
during the audit planning process and at 
the finalisation of the year end audit and is 
satisfied that its conclusions are in line 
with those drawn by the Auditor in relation 
to these issues.

The Committee’s process for challenging 
the assumptions of management and 
addressing the risks identified includes 
the following activities:

• considering the appropriateness of  
reviews conducted of acquisition purchase 
agreements against the related accounting 
entries and fair value calculations for the 
acquired opening balances. This involved 
challenging, where required, assumptions 
and key judgements underpinning the 
valuations, and benchmarking acquisitions;

• assessing treatments of contingent 
consideration payment arrangements 
against the requirements of IFRS 3 
and IFRS 13;

• focusing on, monitoring regularly and 
constructively challenging, the 
reasonableness of the assumptions 
used in impairment calculations by 
management; challenging the 
appropriateness of judgements and 
forecasts used including discount rates, 
growth rates, the level of aggregation 
of individual cash generating units and 
methodology applied, and any other 
associated disclosures in note 11 to 
the Accounts;

• assessing capitalisation of development 
costs in line with the accounting policy 
and standards;

• assessing the assumptions in determining 
the pension obligations, particularly given 
market volatility and determining whether 
the key assumptions were reasonable. 
These assumptions were also 
benchmarked against other listed 
companies and variances highlighted 
for consideration; and

• considering the appropriateness and 
reasonableness of stated judgements 
and conclusions and that reporting 
was accurate.

As part of the above process the Committee 
specifically considered the following:

• the treatment and valuation of the 
contingent consideration payable in 
relation to Value Added Solutions LLC  
and Visiometrics, S.L.;

• review of the fair value of acquired 
intangible assets;

• composition of the cash generating 
units and related calculations;

Corporate Governance Report continued • the evidence supporting the going concern 
basis of accounts preparation, the viability 
statement and the risk management and 
internal control disclosure requirements;

• the relative value of projects in 
development and completed projects 
comprising the capitalised development 
costs balance and the coverage of these 
values by expected future cash flows to 
test the assertion of management that no 
projects were at risk of impairment; and

• accounting assumptions and disclosures 
of the defined benefit pension plans.

FAIR, BALANCED AND 
UNDERSTANDABLE REPORT 
AND ACCOUNTS
One of the key governance requirements 
is for the report and accounts to be fair, 
balanced and understandable. Ensuring  
that this standard is met requires continuous 
assessment of the financial reporting issues 
affecting the Group on a year-round basis in 
addition to a number of focused exercises 
that take place during the Annual Report 
and Accounts production process.

These focused exercises can be summarised 
as follows:

• a qualitative review of disclosures and a 
review of internal consistency throughout 
the Annual Report and Accounts. This 
review assesses the Annual Report and 
Accounts against objective criteria drawn 
up for each component of the requirement 
(individual criteria that indicate ‘fairness’, 
‘balance’ and ‘understandability’ as 
well as criteria that overlap two or 
more components);

• a risk comparison review, which assesses 
the consistency of the presentation of risks 
and significant judgements throughout the 
main areas of risk disclosure in the Annual 
Report and Accounts;

• a formal review of all Board and Committee 
meeting minutes by the Company 
Secretary to ensure that all significant 
issues are appropriately reflected and given 
due prominence in narrative reporting; and

• preparation and issue to the Audit 
Committee of the key working papers  
and results for each of the significant 
issues and judgements considered by  
the Audit Committee in the period.

The Directors’ statement on a fair, balanced 
and understandable Annual Report and 
Accounts is set out on page 68.

On behalf of the Audit Committee

Jane Aikman
Chairman
14 June 2016
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Remuneration Committee

COMMITTEE CHAIRMAN’S OVERVIEW
On behalf of the Board, I am pleased 
to present the Directors’ Remuneration 
Report for the year ended 2 April 2016.

Our executive remuneration framework 
operates within a culture of strong 
governance, a discipline which is reflected 
throughout the Company’s activities. Halma’s 
strategy is to build a strong competitive 
advantage in specialised safety, health and 
environmental technology markets with 
resilient growth drivers. This strategy has 
long been underpinned by the remuneration 
framework which balances a short-term 
incentive related to improvements 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 Return on 
Total Invested Capital (ROTIC) and Total 
Shareholder Return (TSR) and, more recently, 
Earnings per Share (EPS).

The Committee undertook a significant 
review of the remuneration policy in 2015 
leading to a new policy receiving the support 
of 98% of shareholders at our 2015 AGM. 
This was our first full policy review for 10  
years and coincided with the need to seek 
shareholder approval for a new long-term 
equity incentive plan to replace the previous 
time-expired plan. 

Having reviewed the implementation of 
the policy in its first year of operation I am 
pleased to say that no structural changes 
are considered necessary to policy or its 
implementation for the forthcoming year.

REMUNERATION OUTCOMES 
IN 2015/16
The Company has delivered another year 
of strong performance against our KPIs. 
In particular revenue grew by 11%, adjusted 
EPS grew by 10% and the Board is proposing 
a further 7% increase in dividend per share for 
shareholders. With tight controls on capital, 
the economic value added performance 
condition generated total annual bonus 

appropriate mid-market positioning,  
the Committee has determined that Paul 
Walker’s fee should be increased to a 
mid-market level in two stages from the 
current £180,000 fee. Initially this will increase 
to £210,000 from 1 April 2016 and we 
anticipate this could be increased further 
in two years’ time, coincident with the 
next triennial policy review, subject to 
the Committee considering this to be 
appropriate in the circumstances.

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 is no vote to approve the 
remuneration policy this year. There will  
be the usual advisory resolution to approve 
the Annual Report on Remuneration, which 
focuses on the remuneration outcomes 
for the year under review and how the 
Remuneration Committee intends to 
implement the policy next year. 

The Committee is aware of the latest 
developments in the executive pay 
arena, particularly those from institutional 
shareholders and we monitor these closely.

My colleagues on the Remuneration 
Committee and I hope that you will 
support the resolution approving the 
Remuneration Report.

Tony Rice
Remuneration Committee Chairman
14 June 2016

Allocation of time

Governance and reporting 32%
Remuneration Framework 39%
Incentive targets 11%
Equity incentives 18%

payments to executive Directors of between 
80% and 105% of base salary. Of these 
amounts one third will be deferred for two 
years and is payable in shares.

Performance was similarly strong over the 
three-year performance period for the 
performance share awards granted in 2013, 
with averaged ROTIC of 16.2% and Total 
Shareholder Return of 77% putting Halma  
in the top quartile of its comparator group. 
Accordingly, 94.7% of the performance share 
awards is expected to vest. The Committee  
is satisfied that there has been a robust link 
between reward and performance over 
these periods.

IMPLEMENTATION OF THE POLICY 
FOR 2016/17
As mentioned there are no structural  
changes proposed to the implementation  
of the policy for 2016/17. Base salaries for 
executive Directors have been increased by 
2% to 2.1%, in line with the average increase 
for the workforce generally. 

The Committee has determined appropriately 
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 prior year.

The Committee is also responsible for 
determining the fee level for the Chairman 
and we have reviewed the current fee level 
against market positions in peer companies. 
Recognising the shortfall of the current fee 
level in relation to our assessment of an 
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Remuneration Committee Report continued

Remuneration Policy
This section of the report details the remuneration policy for executive and non-executive Directors which shareholders approved at the  
2015 annual general meeting. This policy formally came into effect from 23 July 2015, being the date of the 2015 AGM, and is effective  
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 Medium-Sized Companies and Groups (Accounts and Reports) (Amendment) Regulations 2013. The report also meets the 
relevant requirements of the Listing Rules of the Financial Conduct Authority and describes how the Board has applied the principles relating  
to Directors’ remuneration in the UK Corporate Governance Code. As required by the Act, a resolution to approve the Annual Report on 
Remuneration will be proposed at the AGM of the Company at which the financial statements will be approved.

In line with the Regulations, the following parts of the Annual Report on Remuneration are audited: the single figure for total remuneration for 
each Director, including annual bonus and performance share plan outcomes for the financial year ending 2 April 2016; plan interests awarded 
during the year; pension entitlements; payments to past Directors and payments for loss of office; and Directors’ shareholdings and share 
interests. All other parts of the Directors’ Remuneration Report are unaudited.

Element and objective Operation and process Opportunity Performance measures

Executive Directors

Salary
A fair, fixed remuneration reflecting the size and scope  
of the executive’s responsibilities which attracts and  
retains high calibre talent necessary for the delivery  
of the Group’s strategy.

Reviewed annually or following a material change in responsibilities. Salary 
is benchmarked periodically against appropriate comparators of a similar  
size and operating in a similar sector, and is linked to individual performance 
and contribution.

Salary is the only element of remuneration that is pensionable.

Base salary increases will be applied in line with the outcome of annual 
reviews (normally with effect from 1 April). Salaries 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 wider employee population other than in exceptional circumstances. 
Where increases are awarded in excess of the wider employee population, 
for example where there is a material 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.

Not applicable

Benefits
To provide benefits that are competitive within  
the relevant market.

Benefits are appropriate to the location of the executive and typically  
comprise (but are not limited to) a company car, life insurance, permanent 
disability insurance, private medical insurance, relocation and tax advice for 
international assignments.

Benefits may vary by role, and the level is determined to be appropriate for the 
role and circumstances of each individual executive Director. The maximum 
value will equate to the reasonable market cost of such benefits.

It is not anticipated that the current cost of benefits (as set out in the Annual 
Report on Remuneration) would increase materially over the period for which 
this policy applies.

The Committee retains the discretion to approve a higher cost in exceptional 
circumstances (e.g. relocation expenses or an expatriation allowance on 
recruitment, etc.) or in circumstances where factors outside the Company’s 
control have changed materially (e.g. market increases in insurance costs). 
The rationale behind the exercise of such discretion will be provided in the 
relevant year’s Annual Report on Remuneration.

Not applicable

Pension
To provide competitive post-retirement benefits, or the 
cash allowance equivalent, to provide the opportunity 
for executives to save for their retirement.

Executive Directors participate in either a Group Defined Contribution 
pension plan or the US 401k money purchase arrangement. 

Cash supplements in lieu of Company pension contributions may be made 
to some individuals at a level dependent upon seniority and length of service. 
Cash supplements may be reduced to reflect the additional employer social 
costs thereon.

To the extent the pension contributions exceed the local tax allowance, 
the contributions may be paid to the executive, subject to taxes and 
social charges.

Some executives are deferred members of the Group defined benefit 
pension plan which closed to future accrual in December 2014.

Defined Contribution: maximum contribution of 20% of pensionable salary 
which is capped at £155,528 (2014/15: £153,684). The maximum contribution 
rate for executives joining prior to 2014/15 was 27.5%.

Cash supplement: Halma contributes up to 26% of full salary if the executive 
Director is a former active member of the defined benefit pension plan. 
Defined Contribution members whose contributions exceed the local tax 
allowance are paid the excess contributions, 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 to IRS caps. 

Defined benefit: now closed to future accrual, but provides a maximum 
pension equivalent to two thirds of final pensionable salary, up to a 
CPI-indexed cap; £155,528 for 2015/16 and 2016/17.

Not applicable
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Element and objective Operation and process Opportunity Performance measures

Executive Directors

Salary
A fair, fixed remuneration reflecting the size and scope  
of the executive’s responsibilities which attracts and  
retains high calibre talent necessary for the delivery  
of the Group’s strategy.

Reviewed annually or following a material change in responsibilities. Salary 
is benchmarked periodically against appropriate comparators of a similar  
size and operating in a similar sector, and is linked to individual performance 
and contribution.

Salary is the only element of remuneration that is pensionable.

Base salary increases will be applied in line with the outcome of annual 
reviews (normally with effect from 1 April). Salaries 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 wider employee population other than in exceptional circumstances. 
Where increases are awarded in excess of the wider employee population, 
for example where there is a material 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.

Not applicable

Benefits
To provide benefits that are competitive within  
the relevant market.

Benefits are appropriate to the location of the executive and typically  
comprise (but are not limited to) a company car, life insurance, permanent 
disability insurance, private medical insurance, relocation and tax advice for 
international assignments.

Benefits may vary by role, and the level is determined to be appropriate for the 
role and circumstances of each individual executive Director. The maximum 
value will equate to the reasonable market cost of such benefits.

It is not anticipated that the current cost of benefits (as set out in the Annual 
Report on Remuneration) would increase materially over the period for which 
this policy applies.

The Committee retains the discretion to approve a higher cost in exceptional 
circumstances (e.g. relocation expenses or an expatriation allowance on 
recruitment, etc.) or in circumstances where factors outside the Company’s 
control have changed materially (e.g. market increases in insurance costs). 
The rationale behind the exercise of such discretion will be provided in the 
relevant year’s Annual Report on Remuneration.

Not applicable

Pension
To provide competitive post-retirement benefits, or the 
cash allowance equivalent, to provide the opportunity 
for executives to save for their retirement.

Executive Directors participate in either a Group Defined Contribution 
pension plan or the US 401k money purchase arrangement. 

Cash supplements in lieu of Company pension contributions may be made 
to some individuals at a level dependent upon seniority and length of service. 
Cash supplements may be reduced to reflect the additional employer social 
costs thereon.

To the extent the pension contributions exceed the local tax allowance, 
the contributions may be paid to the executive, subject to taxes and 
social charges.

Some executives are deferred members of the Group defined benefit 
pension plan which closed to future accrual in December 2014.

Defined Contribution: maximum contribution of 20% of pensionable salary 
which is capped at £155,528 (2014/15: £153,684). The maximum contribution 
rate for executives joining prior to 2014/15 was 27.5%.

Cash supplement: Halma contributes up to 26% of full salary if the executive 
Director is a former active member of the defined benefit pension plan. 
Defined Contribution members whose contributions exceed the local tax 
allowance are paid the excess contributions, 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 to IRS caps. 

Defined benefit: now closed to future accrual, but provides a maximum 
pension equivalent to two thirds of final pensionable salary, up to a 
CPI-indexed cap; £155,528 for 2015/16 and 2016/17.

Not applicable

REMUNERATION POLICY
The remuneration policy is designed to promote the long-term interests of the Company by securing the high calibre executives needed to 
manage the Group successfully, and to align their interests with those of our shareholders by rewarding them for enhancing shareholder  
value. The policy also seeks to reward achievement of stretching performance targets without driving unacceptable behaviours or  
encouraging excessive risk-taking.

The Committee carried out a comprehensive review of remuneration during the 2014/15 year coincident with the expiry of the life of the 2005 
Performance Share Plan. It noted that there were aspects of the previous policy that work well and were therefore retained. However, it also 
noted that both the Company and market practice have moved on in the 10 years since the last formal review. Accordingly, it introduced 
changes to the policy to reinforce the link between executive remuneration and the Company’s long-term performance enhancing the 
executives’ alignment with the long-term interests of shareholders. 

There are six elements of the remuneration policy for executive Directors, which are summarised in the table below.
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Remuneration Policy 
continued

Element and objective Operation and process Opportunity Performance measures

Executive Directors

Annual Incentive 
To incentivise and focus management on the achievement  
of an objective annual target which is set to support the 
short- to medium-term strategy of the Group.

The structure of the Annual Incentive is reviewed at the start of the year 
to ensure that the performance measures and their weightings remain 
appropriately aligned with the Group’s strategy and are sufficiently challenging.

Performance targets are calibrated and set at the start of the year, with 
reference to a range of relevant reference points including the annual budget 
agreed by the Board. At the end of the year, the Committee determines the 
extent to which these targets have been achieved.

Payment of one third of any bonus is in the form of an award of shares that 
is deferred for two years, with vesting normally subject to continued service.

Dividend equivalents accrue over the vesting period. Dividend equivalents 
are paid in cash or shares at the end of the vesting period.

Deferral into shares provides a link to the long-term strategy of the Group 
and enhances the retentiveness of the policy.

A recovery and withholding provision enables the Company to recoup 
overpayments in the event of misstatement, error or misconduct, either 
through withholding future remuneration or requiring the executive to 
repay the requisite amount.

Maximum opportunity: 150% of base salary for the Chief Executive  
and Finance Director and 125% of base salary for other Directors.

Target opportunity: 60% of maximum.

Bonus payable at threshold: 0% of salary.

In exceptional circumstances, the Committee has the ability to exercise 
discretion to override the formulaic bonus outcome within the limits of the 
scheme where it believes the outcome is not truly reflective of performance 
and to ensure fairness to both shareholders and participants.

The bonus is based 100% on the achievement of  
financial performance targets. The primary measure  
used to determine bonus outcomes is EVA, although the  
Committee may, at its discretion and from time to time, 
supplement EVA with additional financial measures that 
reflect Halma’s strategic priorities for the year, provided  
any such additional measure accounts for no more than  
30% of the overall bonus opportunity.

Details of the measures, weightings and targets applicable 
for the financial year under review are provided in the  
Annual Report on Remuneration.

Executive Share Plan (ESP)
To incentivise executives to achieve superior returns to 
shareholders over a three-year period rewarding them for 
sustained performance against challenging long-term targets; 
to retain key individuals and align interests with shareholders, 
reflecting the sustainability of the business model over the 
long term and the creation of shareholder value.

Executive Directors are granted annual awards over Halma plc shares or a 
cash equivalent where required by regulations as determined by the Committee; 
awards vest after a period of at least three years based on Group performance.

Dividend equivalents accrue over the vesting period. Dividend equivalents 
are paid in cash or shares at the end of the vesting period, and only on those 
shares which vest.

A recovery and withholding provision enables the Company to recoup 
overpayments in the event of misstatement, error or misconduct, either 
through withholding future remuneration or requiring the executive to 
repay the requisite amount.

Maximum opportunity: Up to 200% of salary.

In exceptional circumstances, such as to facilitate the recruitment of an 
external candidate, the Committee may, in its absolute discretion, exceed 
this maximum annual opportunity, subject to a limit of 250% of salary.

Threshold performance will result in the vesting of 25% of the 
maximum award.

Vesting of performance share awards is subject to continued 
employment and the Company’s performance over a 
three-year performance period. To the extent performance 
conditions are not met, awards will lapse.

The performance measures will be Earnings per Share (EPS) 
and Return on Total Invested Capital (ROTIC), and subject to 
a minimum weighting of 25% on either of these measures.

Details of the weightings and targets applicable for awards 
made in the financial year under review are provided in 
the Annual Report on Remuneration.

Share Incentive Plan (SIP)
To encourage share ownership across all UK-based 
employees using HMRC-approved schemes.

The SIP is an HMRC-approved arrangement. It entitles all UK-based 
employees to receive Halma shares in a potentially tax-advantageous manner.

Participation limits are in line with those set by HMRC from time to time. Not applicable.

Chairman and non-executive Directors

Chairman and non-executive Director fees
To attract individuals with the requisite skills, experience 
and knowledge to contribute to the Board.

Non-executive Director fees are determined by the Board and may comprise 
a base fee, committee chairmanship fee and Senior Independent Director fee.

The Chairman’s fee is determined by the Committee.

Fees are normally reviewed annually in April, but typically only reset triennially. 
Increases are effective from 1 April.

The fee paid to the Chairman is 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 
responsibilities of the NEDs.

Additional fees are payable for acting as Senior Independent Director 
and for being the chairman of a Board committee, as appropriate.

Fees are paid in cash.

The fees paid to non-executive Directors in respect of the 
year under review (and for the following year) are disclosed 
in the Annual Remuneration Report.

Notes to the Policy Table
Payments from Existing Awards
The Committee will honour any commitment entered into, and executive Directors will be eligible to receive payment from any award made, prior to the approval and implementation  
of the Remuneration Policy on 23 July 2015. Details of these awards are disclosed in the Annual Report on Remuneration.

Selection of Performance Measures
The performance measures used in Halma’s executive incentives have been selected to ensure incentives are challenging and reinforce the Group’s strategy and align executive 
interests closely with those of our shareholders.

In the annual bonus, the use of EVA, in summary, profit less a charge for capital employed (definition is provided on page 84) reinforces the Group’s business objective to double  
every five years through a mix of acquisitions and organic growth. Profit is a function of the extent to which the Company has achieved both its organic growth target and its success  
in identifying appropriate acquisition targets in current and past years. Ensuring that the cost of funding acquisitions is reflected in the bonus model means that executives share the 
benefit of an acquisition that outperforms expectations, but equally bear the cost of overpaying for an acquisition. Good or poor management of working capital is also reflected in  
the calculation of EVA.

In the ESP, EPS provides a disciplined focus on increasing profitability and thereby provides close shareholder alignment through incentivising shareholder value creation, and ROTIC 
reinforces the focus on capital efficiency and delivery of strong returns, thereby further strengthening the alignment of remuneration with the Group strategy.
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Element and objective Operation and process Opportunity Performance measures

Executive Directors

Annual Incentive 
To incentivise and focus management on the achievement  
of an objective annual target which is set to support the 
short- to medium-term strategy of the Group.

The structure of the Annual Incentive is reviewed at the start of the year 
to ensure that the performance measures and their weightings remain 
appropriately aligned with the Group’s strategy and are sufficiently challenging.

Performance targets are calibrated and set at the start of the year, with 
reference to a range of relevant reference points including the annual budget 
agreed by the Board. At the end of the year, the Committee determines the 
extent to which these targets have been achieved.

Payment of one third of any bonus is in the form of an award of shares that 
is deferred for two years, with vesting normally subject to continued service.

Dividend equivalents accrue over the vesting period. Dividend equivalents 
are paid in cash or shares at the end of the vesting period.

Deferral into shares provides a link to the long-term strategy of the Group 
and enhances the retentiveness of the policy.

A recovery and withholding provision enables the Company to recoup 
overpayments in the event of misstatement, error or misconduct, either 
through withholding future remuneration or requiring the executive to 
repay the requisite amount.

Maximum opportunity: 150% of base salary for the Chief Executive  
and Finance Director and 125% of base salary for other Directors.

Target opportunity: 60% of maximum.

Bonus payable at threshold: 0% of salary.

In exceptional circumstances, the Committee has the ability to exercise 
discretion to override the formulaic bonus outcome within the limits of the 
scheme where it believes the outcome is not truly reflective of performance 
and to ensure fairness to both shareholders and participants.

The bonus is based 100% on the achievement of  
financial performance targets. The primary measure  
used to determine bonus outcomes is EVA, although the  
Committee may, at its discretion and from time to time, 
supplement EVA with additional financial measures that 
reflect Halma’s strategic priorities for the year, provided  
any such additional measure accounts for no more than  
30% of the overall bonus opportunity.

Details of the measures, weightings and targets applicable 
for the financial year under review are provided in the  
Annual Report on Remuneration.

Executive Share Plan (ESP)
To incentivise executives to achieve superior returns to 
shareholders over a three-year period rewarding them for 
sustained performance against challenging long-term targets; 
to retain key individuals and align interests with shareholders, 
reflecting the sustainability of the business model over the 
long term and the creation of shareholder value.

Executive Directors are granted annual awards over Halma plc shares or a 
cash equivalent where required by regulations as determined by the Committee; 
awards vest after a period of at least three years based on Group performance.

Dividend equivalents accrue over the vesting period. Dividend equivalents 
are paid in cash or shares at the end of the vesting period, and only on those 
shares which vest.

A recovery and withholding provision enables the Company to recoup 
overpayments in the event of misstatement, error or misconduct, either 
through withholding future remuneration or requiring the executive to 
repay the requisite amount.

Maximum opportunity: Up to 200% of salary.

In exceptional circumstances, such as to facilitate the recruitment of an 
external candidate, the Committee may, in its absolute discretion, exceed 
this maximum annual opportunity, subject to a limit of 250% of salary.

Threshold performance will result in the vesting of 25% of the 
maximum award.

Vesting of performance share awards is subject to continued 
employment and the Company’s performance over a 
three-year performance period. To the extent performance 
conditions are not met, awards will lapse.

The performance measures will be Earnings per Share (EPS) 
and Return on Total Invested Capital (ROTIC), and subject to 
a minimum weighting of 25% on either of these measures.

Details of the weightings and targets applicable for awards 
made in the financial year under review are provided in 
the Annual Report on Remuneration.

Share Incentive Plan (SIP)
To encourage share ownership across all UK-based 
employees using HMRC-approved schemes.

The SIP is an HMRC-approved arrangement. It entitles all UK-based 
employees to receive Halma shares in a potentially tax-advantageous manner.

Participation limits are in line with those set by HMRC from time to time. Not applicable.

Chairman and non-executive Directors

Chairman and non-executive Director fees
To attract individuals with the requisite skills, experience 
and knowledge to contribute to the Board.

Non-executive Director fees are determined by the Board and may comprise 
a base fee, committee chairmanship fee and Senior Independent Director fee.

The Chairman’s fee is determined by the Committee.

Fees are normally reviewed annually in April, but typically only reset triennially. 
Increases are effective from 1 April.

The fee paid to the Chairman is 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 
responsibilities of the NEDs.

Additional fees are payable for acting as Senior Independent Director 
and for being the chairman of a Board committee, as appropriate.

Fees are paid in cash.

The fees paid to non-executive Directors in respect of the 
year under review (and for the following year) are disclosed 
in the Annual Remuneration Report.

Notes to the Policy Table
Payments from Existing Awards
The Committee will honour any commitment entered into, and executive Directors will be eligible to receive payment from any award made, prior to the approval and implementation  
of the Remuneration Policy on 23 July 2015. Details of these awards are disclosed in the Annual Report on Remuneration.

Selection of Performance Measures
The performance measures used in Halma’s executive incentives have been selected to ensure incentives are challenging and reinforce the Group’s strategy and align executive 
interests closely with those of our shareholders.

In the annual bonus, the use of EVA, in summary, profit less a charge for capital employed (definition is provided on page 84) reinforces the Group’s business objective to double  
every five years through a mix of acquisitions and organic growth. Profit is a function of the extent to which the Company has achieved both its organic growth target and its success  
in identifying appropriate acquisition targets in current and past years. Ensuring that the cost of funding acquisitions is reflected in the bonus model means that executives share the 
benefit of an acquisition that outperforms expectations, but equally bear the cost of overpaying for an acquisition. Good or poor management of working capital is also reflected in  
the calculation of EVA.

In the ESP, EPS provides a disciplined focus on increasing profitability and thereby provides close shareholder alignment through incentivising shareholder value creation, and ROTIC 
reinforces the focus on capital efficiency and delivery of strong returns, thereby further strengthening the alignment of remuneration with the Group strategy.

Performance targets are set to be stretching yet achievable, taking into account the Company’s strategic priorities and the economic environment in which it operates.  
Targets are calibrated taking into account a range of reference points, but are based primarily on the Group’s strategic plan.

Remuneration Policy for Other Employees
Our approach to salary reviews is consistent across the Group, with consideration given to the level of responsibility, experience, individual performance, market levels and the  
Company’s ability to pay. The Committee considers remuneration surveys to establish market rates, as appropriate, but uses such data carefully so as to avoid an upward ratchet. 

Executive Board members and other senior executives participate in an annual bonus scheme on a similar basis as the executive Directors. A number of senior executives also  
receive ESP awards. Performance conditions are consistent for all participants, while award sizes vary by organisational level. All UK employees are eligible to participate in the  
SIP on the same terms. 

Pension and benefits arrangements are tailored to local market conditions, and are determined to be appropriately competitive.

Approach to Recruitment Remuneration
The Committee’s policy is to set pay for new executive Directors and Executive Board members within the existing remuneration policy in order to provide internal consistency.  
The Committee aims to ensure that the Company pays no more than is necessary to appoint individuals of an appropriate calibre.
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Remuneration Policy 
continued

EXTERNAL APPOINTMENTS
In the case of appointing a new executive Director, the Committee may make use of any of the existing elements of remuneration, as follows:

Component Approach
Salary The base salaries of new appointees will be determined by reference to relevant market data, experience and skills of 

the individual, internal relativities and the current salary of any incumbent in the same role.

Where a new appointee has an initial base salary set below market, the Committee may make phased increases over a 
period of several years to achieve the desired position, subject to the individual’s development and performance in the role.

Benefits New appointees will be eligible to receive benefits in line with the current policy, as well as expatriation allowances and 
any necessary expenses relating to an executive’s relocation on appointment.

Pension New appointees will be eligible to participate in the Company’s Defined Contribution pension plan, receive a cash 
supplement or local equivalent.

Annual bonus The scheme as described in the policy table will apply to new appointees with the relevant maximum being pro-rated 
to reflect the proportion of the year employed.

ESP New appointees will be granted performance awards under the ESP on the same terms as other executives, as described 
in 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 it appropriate 
to grant an incentive award under a different structure in order to facilitate the recruitment of an individual or to replace incentive arrangements 
forfeited on leaving a previous employer. In making such awards, the Committee will look to replicate the arrangements being forfeited 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 remaining vesting period of these awards. 

INTERNAL APPOINTMENTS
Remuneration for new executive Directors appointed by way of internal promotion will similarly be determined in line with the policy for external 
appointees, as detailed above. Where an individual has contractual commitments made prior to their promotion to the Board, the Company 
will continue to honour those commitments. Incentive opportunities for below-Board level employees are generally no higher than for executive 
Directors, and incentive measures vary to ensure they are appropriate. 

SHARE OWNERSHIP GUIDELINES
To ensure alignment between the interests of executive Directors and those of shareholders, the Company requires executive Directors to 
progressively build up and maintain a beneficial holding of Halma plc shares equivalent to a minimum of 200% of salary (2014/15: 100%). 
Until such time as this threshold is achieved, executive Directors are required to retain 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 is the Company’s policy that executive Directors should have contracts with an indefinite term providing for a maximum of one year’s notice. 
The details of the Directors’ contracts are summarised in the table below. Contracts will be available for inspection 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 One year

Kevin Thompson April 2003 One year

Adam Meyers July 2008 One year

The Company’s policy is to limit payments on cessation to pre-established contractual arrangements. In the event that the employment of 
an executive Director is terminated, any amount payable will be determined in accordance with the terms of the service contract between the 
Company and the employee, as well as the rules of any incentive plans. No predetermined amount is provided for in the Directors’ contracts. 
The UK executive Director contracts enable the Company to pay up to one year’s salary in lieu of notice, with no contractual entitlement to any 
other benefits, and, under the rules, the Remuneration Committee may determine the individual’s leaving status for share plan vesting purposes. 
If the financial year end has passed, any bonus earned is payable to the individual. Adam Meyers’ service contract permits him to remain an 
employee for the entire period of notice enjoying any benefits related to employment. The share plan and bonus provisions are identical to 
the UK. Both contracts contain appropriate non-compete restrictions for a suitable period post-employment.

When considering termination payments under incentive schemes, the Committee reviews all potential incentive outcomes to ensure they are 
fair to both shareholders and participants. The table below summarises how the awards under the annual bonus and share plans are treated 
in specific circumstances under the rules of the relevant plan and the extent to which the Committee has discretion:

Reason for leaving Timing of payment/vesting Calculation of payment/vesting
Annual 
bonus

Death, injury or disability, redundancy, 
retirement, or any other reasons the 
Committee may determine

After the end of the financial 
year, although the Committee 
has discretion to accelerate 
(e.g. in relation to death)

Performance against targets will be 
assessed at the end of the year in the normal 
way and any resulting bonus normally will be 
pro-rated for time served during the year

All other reasons No bonus is payable –
Deferred 
bonus

Death, injury or disability, redundancy, 
retirement, or any other reasons the 
Committee may determine

On the second anniversary 
of the award

Awards vest in full

All other reasons Awards lapse –
Share 
Plans

Injury or disability, redundancy, or  
any other reason the Committee may, 
at its discretion, determine

On the third anniversary 
of the award

Awards will normally be pro-rated for time 
to the date of cessation of employment 
and performance metrics assessed as  
at the third anniversary

Death Immediately (unless otherwise 
determined by the Committee 
at its discretion)

Any outstanding awards normally will 
be pro-rated for time and performance  
up to the point of death

All other reasons Awards lapse –
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PAY-FOR-PERFORMANCE
The following charts provide an estimate of the potential future rewards for executive Directors, and the potential split between different 
elements of pay, under three different performance scenarios: ‘Fixed’, ‘On-target’ and ‘Maximum’. 

Potential reward opportunities are based on Halma’s remuneration policy, applied to salaries as at 1 April 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 respectively (which is the basis on which the policy will be applied in 2016/17). The projected values exclude the impact  
of any share price movements and dividend equivalents. 

The ‘Fixed’ scenario shows base salary, pension and benefits only.

The ‘On-target’ scenario 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 maximum payout of annual bonus and ESP awards. 

Andrew Williams, Chief Executive
Percentages/amounts £000

Fixed

On-target

Maximum

803100%

1,96528% 31%41%

2,94542%31%27%

Kevin Thompson, Finance Director
Percentages/amounts £000

Fixed

On-target

Maximum

497100%

1,17629% 29%42%

1,74138%33%29%

Adam Meyers, Sector Chief Executive – Medical
Percentages/amounts $000

Fixed

On-target

Maximum

520100%

1,24129% 29%42%

1,84139%33%28%

Fixed Annual incentive ESP
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NON-EXECUTIVE DIRECTORS
Unless otherwise indicated, all 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 
Chairman and the NEDs is determined by the Committee and the Board in accordance with the remuneration policy approved by 
shareholders.

The contract in respect of the Chairman’s services provides for termination, by either party, by giving not less than six months’ notice. 
The non-executive Directors have contracts in respect of their services, which can be terminated, by either party, by giving not less 
than three months’ notice. Contracts are available for inspection at the AGM and throughout the year at the Company’s registered office.

Summary details of terms and notice periods for NEDs are included below. 

Non-executive Director Date of appointment Notice period

Paul Walker April 2013 6 months

Jane Aikman* August 2007 3 months

Daniela Barone Soares November 2011 3 months

Roy Twite July 2014 3 months

Tony Rice August 2014 3 months

Carole Cran January 2016 3 months

* Jane Aikman has given notice of her intention to retire from the Board effective at the close of the 2016 AGM. As such, she is not seeking re-election to the Board. 

NEDs do not receive benefits from the Company and they are not eligible to join the Company’s pension plan or participate in any incentive 
schemes. Any reasonable expenses that they incur in performing their duties are reimbursed by the Company. 

Paul Walker’s personal assistant is an employee of the Company. 

Details of the policy on NED fees are set out in the table on pages 76 and 77.

NED RECRUITMENT
In recruiting 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 conditions elsewhere in the Group when determining remuneration for  
executive Directors. However, the Committee does not currently consult specifically with employees on the executive remuneration policy.

CONSIDERATION OF SHAREHOLDER VIEWS 
When determining remuneration, the Committee takes into account the views of our shareholders and ‘best practice’ guidelines set  
by shareholder representative bodies. As part of their consideration of the new remuneration policy, the Committee consulted widely  
with the Company’s major institutional shareholders and their representative bodies. The Committee always welcomes feedback from  
shareholders on the Company’s remuneration policy. Detail on the votes received on the remuneration policy and Annual Report on  
Directors’ Remuneration at the previous annual general meeting is provided in the Annual Remuneration Report.

EXTERNAL DIRECTORSHIPS
The Committee acknowledges that executive Directors may be invited to become independent non-executive directors of other listed 
companies which have no business relationship with the Company and that these roles can broaden their experience 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 appointment does not present a conflict of interest with the Group’s activities and the wider exposure gained will be beneficial  
to the development of the individual. Where fees are payable in respect of such appointments, these are retained by the executive Director.

Andrew Williams is a non-executive director of Capita plc. Fees paid to him during the period to 2 April 2016 were £64,000 (2015: £16,000).
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Annual Remuneration Report
The following section provides details of how Halma’s remuneration policy was implemented during the financial year ending 2 April 2016,  
and how it will be implemented in 2016/17.

ROLE AND RESPONSIBILITIES
The primary responsibilities of the Remuneration Committee are to:

• make recommendations to the Board on the framework for executive Directors’ and senior executives’ remuneration based on proposals 
formulated by the CEO;

• determine and agree with the Board the policy and framework for the remuneration of the Chairman, CEO, other executive Directors, 
the Company Secretary and members of the Executive Board;

• approve the design of, and determine 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 incentive 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 individual awards to executive Directors and other senior executives and the 
performance targets to be set; and

• determine the policy for, and scope of, pension arrangements for each executive Director and other senior executives.

The Committee also monitors and considers, with the CEO, the framework of remuneration for subsidiary CEOs and directors and ensures 
a consistent approach is applied.

The full terms of reference can be found on the Company’s website.

As at 2 April 2016, the Committee comprised the following non-executive Directors:

• Tony Rice (Chairman)

• Paul Walker 

• Jane Aikman 

• Daniela Barone Soares 

• Roy Twite 

• Carole Cran (from 1 January 2016)

Stephen Pettit was a member and chairman of the Committee during part of the year, until his retirement from the Board at the July 2015 
annual general meeting.

All members of the Committee are considered independent within the definition set out in the Code. None of the Committee has any personal 
financial interest in Halma (other than as shareholders), conflicts of interests arising from cross directorships or day-to-day involvement in 
running the business.

During the year the Committee met formally four times. Attendance by individual members of the Committee is disclosed in the Corporate 
Governance Report on page 63. In addition, Tony Rice met with Stephen Pettit and Carol Chesney as part of the induction process he 
underwent when assuming chairmanship of the Committee.

Only members of the Committee have the right to attend Committee meetings. The CEO and Company Secretary attend the Committee’s 
meetings by invitation, but are not present when their own remuneration is discussed. The Committee also takes independent professional 
advice as required.

EXTERNAL ADVISERS
New Bridge Street (NBS) acted as the independent remuneration adviser to the Committee during the year, having been appointed by the 
Committee in October 2014; prior to that date, Kepler Associates advised the Committee. NBS attends Committee meetings, as appropriate, 
and provides advice on remuneration for executives, analysis on all elements of the remuneration policy and regular market and best practice 
updates. NBS reports directly to the Committee Chairman and is a signatory to the Code of Conduct for Remuneration Consultants of 
UK-listed companies (which can be found at www.remunerationconsultantsgroup.com). NBS provides no other services to the Company,  
and is therefore 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 Policy
Number of votes cast 268,394,004 5,594,080 273,988,084 4,260,712
% of votes cast 98.0% 2.0% 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% 1.3% 100%
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SINGLE FIGURE OF TOTAL REMUNERATION FOR DIRECTORS
The tables below set out the single figure of total remuneration received by Directors for the year to 2 April 2016 and the prior year. 

2016

Executive Directors
Salary 
£000

Benefits1

£000
Pension2

£000

Annual
 bonus3

£000
PSP4

£000
SOS/SIP5

£000

Total
remuneration

£000
Andrew Williams 600 31 156 480 923 4 2,194
Kevin Thompson 375 14 218 307 572 4 1,489
Adam Meyers6 311 15 12 326 505 – 1,169
Non-executive Directors
Paul Walker 180 – – – – – 180
Jane Aikman 56 – – – – – 56
Daniela Barone Soares 48 – – – – – 48
Roy Twite7 48 – – – – – 48
Tony Rice7 56 – – – – – 56
Carole Cran7 12 – – – – – 12
Past Directors
Stephen Pettit8 20 – – – – – 20
Neil Quinn8 30 2 – – – – 32

5,304

2015

Executive Directors
Salary
£000

Benefits1

£000
Pension2

£000

Annual
 bonus3

£000
PSP4

£000
SOS/SIP5

£000

Total
remuneration

£000
Andrew Williams 515 27 134 271 879 180 2,006
Kevin Thompson 330 14 186 173 609 256 1,568
Adam Meyers6 279 9 12 270 512 346 1,428
Non-executive Directors
Paul Walker 180 – – – – – 180
Jane Aikman 56 – – – – – 56
Daniela Barone Soares 48 – – – – – 48
Roy Twite7 33 – – – – – 33
Tony Rice7 31 – – – – – 31
Past Directors
Stephen Pettit8 59 – – – – – 59
Neil Quinn8 250 14 – 250 434 225 1,173

6,615

1 Benefits: company car and private medical insurance.
2 Pension: value based on increase in accrued pensions (net of inflation) multiplied by a factor of 20, and/or the Company’s pension contribution during the year. Neil Quinn had 

reached the Normal Retirement Date and therefore no future pension contribution or cash supplement was payable.
3 Annual bonus: payment for performance during the year; from 2016, two thirds is payable in cash and one third is payable in shares which vest two years from award. Table shows 

total bonus including amounts to be deferred.
4 PSP: the value of awards vesting on performance during the years ending 2 April 2016 (estimated) and 28 March 2015 (actual). 
5 SOS: gains on awards vesting in the period; SIP: valued based on the face value of shares at grant.
6 Remunerated in US dollars and translated at the average exchange rate for the year (2016: US$1.51; 2015: US$1.61).
7 Roy Twite was appointed to the Board on 24 July 2014; Tony Rice on 8 August 2014; and Carole Cran on 1 January 2016.
8 Neil Quinn retired from the Board on 14 May 2015 and remained employed until 31 March 2016; the table shows his salary and benefits to 14 May 2015 only; Stephen Pettit retired 

from the Board effective 23 July 2015.
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OTHER PAYMENTS
No payments were made to former Directors after their retirement, nor were any payments made on cessation during the year under review. 
Neil Quinn was employed from the date he retired from the Board (14 May 2015) through 31 March 2016 and was paid salary of £220,000 for 
this period. He received benefits of £13,000 and vested share awards of £398,000. Mr Quinn’s unvested share awards will vest at the usual 
vesting dates subject to the performance targets being met and pro-rated for employment as a proportion of the total vesting period.

INCENTIVE OUTCOMES FOR 2016
Annual bonus in respect of 2016
In 2016, the maximum bonus opportunity for executive Directors was 125% to 150% of salary, solely linked to performance as measured by 
an Economic Value Added (EVA) calculation. 

For the CEO and FD (150% maximum), bonuses are calculated based on Group profit exceeding a target calculated from the profits for the 
three preceding financial years after charging cost of capital, including the cost of acquisitions. As the EVA for each year is utilised for a further 
three years in the comparator calculations, executives must consider the medium-term interests of the Group otherwise there is the potential 
for an adverse impact on their capacity to earn a bonus.

EVA calculation:

Profit for 
each year

Minus
A charge on cost of 
acquisitions

Minus
A charge on 
working capital

Plus/minus
Unrealised profit  
in inventory

Minus
The resultant bonus 
itself (to make it 
self-financing)

Equals
The EVA for  
each year

In the case of a Sector CEO (125% maximum), a bonus is earned if the profit of the sector for which they are responsible exceeds a target 
calculated from the profits of the three preceding financial years. The profits calculated for this purpose regard each sector as a stand-alone 
group of companies charging it with the cost of capital it utilises including the cost of acquisitions.

Bonuses for 2016 are based on the sectoral allocation that existed throughout 2016. Transitional provisions exist for restructuring to 
ensure Sector CEOs remain appropriately incentivised. Subsidiary executives participate in bonus arrangements similar to those established 
for senior executives.

Further details of the bonuses payable (cash and deferred share awards) and performance against targets are provided in the tables below.

Executive Director

EVA
threshold

000

EVA
actual

000

Overall
bonus

outcome
(% of salary)

EVA
maximum

000
Andrew Williams £154,130 £169,656 80% £178,768
Kevin Thompson £154,130 £169,656 82% £178,768
Adam Meyers $70,177 $81,257 105% $82,752

No discretion was applied by the Committee in determining the annual bonus outcome calculation for 2016. The EVA maximum column 
represents the EVA performance at which the maximum bonus is payable for each individual.

Performance Share Plan (PSP): 2013 Awards (vesting during the year to 1 April 2017)
In August 2013, the executive Directors received awards of performance shares under the PSP. The performance targets for the 2013 awards 
are illustrated below and the vesting criteria are 50% TSR-related and 50% ROTIC-related.

Performance conditions for awards made in 2012/13 to 2014/15

Percentage of award which vests
TSR (percentile)

<50% 50% ≥75%
ROTIC (post-tax)
≤ 9.5% 0% 16.7% 50.0%
12.0% 16.7% 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 metrics is measured ends on 1 August 2016. ROTIC is 16.20%  
(the average ROTIC for financial years 2014, 2015 and 2016) and TSR relative to the FTSE 250 excluding financial companies was 77th 
percentile through year end, which results in vesting of 94.69% of the maximum award. The vesting estimate included in the single figure  
of Total Remuneration for Directors for 2016 is detailed in the table below: 

Executive Director
Interest 

held

Face value
 at grant

 £000
Vesting

%
Interest 
vesting

Three-
month 

average
 price at
year end

Vesting
value
£000

Andrew Williams 114,646 639

94.69%

108,558

850.12p

923
Kevin Thompson 71,041 396 67,269 572
Adam Meyers 62,767 350 59,434 505
Neil Quinn (former Director) 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 recipient’s direction,  
and the net balance of shares transferred to the individual. Awards lapse if they do not vest on the third anniversary of their award.

Executive Share Plan: Awards (granted during the year to 2 April 2016)
On 31 July 2015, the executive Directors were granted performance share awards under the ESP. 

Executive Director

Awards 
made during 

the year

Five-day 
average 

market price 
at date of 

award

Face value 
at date of 

award

Face value 
at date of 

award (% of 
salary)

Maximum 
award 

permitted
Andrew Williams 160,547

745.2p
£1,196,396 199.4% 200%

Kevin Thompson 87,580 £652,646 174.0% 175%
Adam Meyers 58,761 £437,887 150.0% 150%

The percentages above are relative to base salaries. UK executive Directors had part of their award delivered by the Share Incentive Plan.

The three-year performance period over which ROTIC and EPS performance will be measured is April 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 April 2015  
to March 2018. The award is eligible to vest in its entirety on the third anniversary of the date of grant (31 July 2018), subject to 50% on 
ROTIC performance 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 April 2016. By way of comparison, the average salary increase 
across the sectors for 2017 was between 2% and 4%.

Executive Director
Salary from
1 April 2016 

Salary from
1 April 2015 % change

Andrew Williams £612,000 £600,000 2.0%
Kevin Thompson £383,000 £375,000 2.1%
Adam Meyers $480,000 $470,000 2.1%

Pension and benefits
No change to the executive Directors’ current pension and benefits arrangements is planned for 2017.

Annual bonus
The maximum annual bonus opportunity for 2017 will remain at 150% of salary for the Group CEO and FD and 125% of salary for other 
executive Directors with one third of the bonus earned being payable in shares which are deferred for two years.

Bonuses will continue to be based on EVA performance against a weighted average target of EVA for the past three years for an executive’s 
sector, in the case of a Sector CEO, or the Group, in the case of the Group CEO and FD. 

Bonus payments will be subject to recovery and withholding provisions during a period of three years from the date of payment.
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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 is determined by the share price leading up to the award.

The value of each performance share award, relative to salary has been fixed as follows:

Executive Director
Salary for 

2016/17 
Performance 
share award

Value of  
award

Andrew Williams £612,000 200% £1,224,000
Kevin Thompson £383,000 175% £670,250
Adam Meyers $480,000 150% $720,000

The performance share awards to be granted in July 2016 will be subject to an earnings 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 2019. The performance 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 period.

** There is straight line vesting in between threshold and maximum vesting. 

EPS* % of award vesting**
<5% 0%
5% 12.5%
12% or more 50%

* Adjusted earnings per share growth over the three-year performance period.

** There is straight line vesting in between threshold and maximum vesting.

The deferred bonus awards are derived as one third of the bonus earned for the 2016 year. The number of shares over which awards will be 
made is determined by the share price leading up to the award, but the value of each award, relative to the bonus has been fixed as follows:

Executive Director
Bonus for 

2016 Cash-settled

Value of 
2016 

deferred 
bonus award

Andrew Williams £480,000 £320,000 £160,000
Kevin Thompson £307,000 £205,000 £102,000
Adam Meyers $492,000 $328,000 $164,000

Awards vest in full on their second anniversary.

Chairman and non-executive Director fees
The Chairman’s and the NEDs’ fees, as detailed below, were increased by the Board in April 2016. Fees are subject to an annual review each 
April, but resetting is normally expected to be triennial. The next resetting is anticipated to be in 2018 to align with the executive review.

Fees
Fees from

1 April 2016
Fees from

1 April 2015
Chairman £210,000 £180,000
Base fee £52,000 £48,000
Senior Independent Director £7,500 £5,000
Audit Committee Chairman £10,000 £7,500
Remuneration Committee Chairman £8,000 £7,500
Committee Member £nil £nil



Halma plc Annual Report and Accounts 2016 87

S
TR

ATE
G

IC
 R

E
P

O
R

T
G

O
V

E
R

N
A

N
C

E
FIN

A
N

C
IA

L S
TATE

M
E

N
TS

PERCENTAGE CHANGE IN CEO REMUNERATION
The table below shows the percentage change in the CEO’s remuneration from the prior year compared to the average percentage change 
in remuneration for other employees. To provide a meaningful comparison, the analysis includes only salaried management employees and 
is based on a consistent set of employees.

2016 2015
CEO 

% change

Other 
employees 
% change

CEO
£000

CEO
£000

Salary 600 515 16.5% 6.8%
Taxable benefits 31 27 14.8% –%
Annual bonus 480 271 77.6% 20.3%

RELATIVE IMPORTANCE OF SPEND ON PAY
The table below shows the percentage change in total employee pay expenditure and shareholder distributions (i.e. dividends and share 
buybacks) from the financial year ended 28 March 2015 to the financial year ended 2 April 2016.

2016
£m

2015
£m % change

Distribution to shareholders 48.5 45.3 7. 1%
Employee remuneration (gross) 225.6 199.8 12.9%
Employee remuneration (pro-rated) 225.6 210.1 7.4%

The Directors are proposing a final dividend for the year ended 2 April 2016 of 7.83p per share (2015: 7.31p).

Pro-rated employee remuneration represents a restatement of the prior year employee remuneration 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 April 2016 as compared to the FTSE 250 
and the FTSE 350 Electronic & Electrical Equipment indices. Over the period indicated, the Company’s TSR was 694% compared to 321% 
for the FTSE 250 and 521% for the FTSE 350 Electronic & Electrical Equipment Index.

The FTSE 250 has been selected as a broad market comparator, and the FTSE 350 Electronic & Electrical Equipment index has been selected 
because the Company believes that the constituent companies of this index are the most appropriate for this comparison as they are affected 
by similar commercial and economic factors to Halma. The table below the chart details the CEO’s single figure remuneration and actual 
variable pay outcomes over the same period.

TOTAL SHAREHOLDER RETURN (SEVEN YEARS)

Mar-2013 Mar-2014 Mar-2015 Mar-2016Mar-2011 Mar-2012Mar-2010Mar-20090%

100%

200%

300%

400%

500%

600%

700%

800%

■ Halma ■ FTSE 250 ■ FTSE 350 Electronic & Electrical Equipment

2010 2011 2012 2013 2014 2015 2016
CEO single figure remuneration (£000) £1,472 £1,999 £1,715 £1,958 £1,543 £2,006 £2,194
Annual bonus outcome (% of maximum) 19% 100% 40% 48% 37% 53% 53%
PSP vesting outcome (% of maximum) 96% 100% 100% 98% 74% 78% 95%
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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 April 2016 (and their connected family members) in the ordinary shares of the Company at the 
following dates were as follows:

Shares  
2 April 2016

Shares  
28 March 

2015
Paul Walker 30,000 30,000
Andrew Williams 551,626 541,130
Kevin Thompson 377,608 369,112
Jane Aikman 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 includes Share Incentive Plan awards held in trust (see table below for details).

The executive Directors each meet the new guideline for 2016 of holding Company shares to the value of at least two times salary (2015  
and prior: one times salary). Carole Cran held no interest in the Company’s shares upon her appointment. There are no other non-beneficial 
interests of Directors. There were no changes in Directors’ interests from 2 April 2016 to 14 June 2016.

Details of Directors’ interests in shares and options under Halma’s long-term incentives are set out in the sections below.

DIRECTORS’ INTERESTS IN HALMA SHARE PLANS
Details of Directors’ outstanding performance shares under the ESP and PSP and free shares under the SIP are outlined in the tables below.

Date of grant

As at  
28 March 

2015

Granted/
(vested) in

the year

Five-day 
average share 
price on grant 

(p)
As at  

2 April 2016
Executive and Performance Share Plans
Andrew Williams 8 Aug 12 141,658 (110,988) 403.70 –

6 Aug 13 114,646 557.60 114,646
12 Aug 14 117,748 569.90 117,748
31 July 15 160,547 745.20 160,547

Kevin Thompson 8 Aug 12 98,066 (76,834) 403.70 –
6 Aug 13 71,041 557.60 71,041

12 Aug 14 77,829 569.90 77,829
31 July 15 87,580 745.20 87,580

Adam Meyers 8 Aug 12 82,408 (64,566) 403.70 –
6 Aug 13 62,767 557.60 62,767

12 Aug 14 62,821 569.90 62,821
31 July 15 58,761 745.20 58,761

The performance conditions attached to the 2012, 2013 and 2014 awards are outlined 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 is 94.7%; for grants made 2014, 92.2%, and for grants made 
in 2015, 75.3%.
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Date of grant

As at 
28 March 

2015

Granted/
(withdrawn) 
 in the year

Share price 
on award (p)

As at 
2 April 2016

Share Incentive Plan
Andrew Williams 1 Oct 10 857 319.60 857

1 Oct 11 921 315.60 921
1 Oct 12 695 431.10 695
1 Oct 13 528 567.50 528
1 Oct 14 601 598.50 601
1 Oct 15 496 724.50 496

Kevin Thompson 1 Oct 10 882 319.60 882
1 Oct 11 949 315.60 949
1 Oct 12 695 431.10 695
1 Oct 13 528 567.50 528
1 Oct 14 601 598.50 601
1 Oct 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 benefits for retaining 
the shares in the trust for at least five years. Adam Meyers does not participate in the SIP as he is not UK based.

There have been no variations to the terms and conditions or performance criteria for share options during the financial year.

DIRECTORS’ PENSIONS
As noted below, two UK executive Directors are deferred members of the Halma Group Pension Plan (Plan). Their benefit is a funded final 
salary occupational pension from a plan registered with HMRC providing a maximum pension of two thirds of final pensionable salary after 
25 or more years’ service at normal pension age (60). Up to 5 April 2006, final pensionable salary was the greatest salary of the last three 
complete tax years immediately before retirement or leaving service. From 6 April 2011, final pensionable salary was capped at £139,185 
and is increased annually thereafter by CPI (currently £155,528).

Bonuses and other fluctuating emoluments and benefits-in-kind are not pensionable nor subject to any pension supplement. The Plan also 
provides pensions in the event of early retirement through ill-health and dependants’ pensions of one-half of the member’s prospective pension. 
Where an executive has a form of pension protection, life cover is provided by a separate trust.

Early retirement pensions, currently possible from age 55 with the consent of the Company and the trustees of the Plan, are subject to actuarial 
reduction. Pensions in payment increase by 3% per annum for service up to 5 April 1997, by price inflation (subject to a maximum of 5%) 
through to 31 March 2007 and 3% thereafter.

UK executive Directors receive pension supplements to compensate them for the fact that their pension accrual entitlement under the Halma 
Group Pension Plan is limited by the pensionable salary cap introduced from 6 April 2006 or the Lifetime Allowance. The Company introduced 
a pensionable salary cap in order to address changes affecting the Plan made in the Pension Act 2006. 

The Company closed the DB section to future accrual with effect from 1 December 2014. The Company obtains external advice regarding 
the changes to the Plan and executive pension arrangements and provides educational seminars on the impact of pension legislation 
changes (annual and lifetime allowances) on individuals. Otherwise, executive Directors are responsible for obtaining advice specific 
to their circumstances.
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Prior to drawing his pension, to the extent 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 April 2006, Kevin Thompson chose to cease future service accrual in the Plan in return for the pension 
supplement on his full salary. In April 2014, Andrew Williams chose to cease future service accrual in the Plan in return for the pension 
supplement on his full salary. This change is, broadly, cost neutral.

Two Directors accrued benefits under the Company’s defined benefit pension plan during the year as follows.

Executive Director
Age at

2 April 2016

Years of 
pensionable

service at
2 April 2016

Increase in
accrued
benefits

£000

Increase in
accrued benefits 

net of inflation
£000

Accrued benefits 
at 2 April 2016

 £000
Andrew Williams 48 20 – – 61
Kevin Thompson 56 18 6 6 124

The accrued pension shown is that which would be paid annually on retirement at age 60 based on service to the end of the year.

Executive Director

Transfer value at 
28 March 2015

 £000

Transfer value at 
2 April 2016 

£000

Director 
contribution in the 

year 
£000

Transfer value 
increase/

(decrease) after 
deducting Director 

contribution
£000

Andrew Williams 1,149 1,250 – 101
Kevin Thompson 2,599 2,917 – 318

The transfer values disclosed above do not represent a sum paid or payable to the individual Director. Instead they represent a potential liability 
of the pension plan. The transfer values are Gilt-related and depend upon the relative standings of the Gilt market at the respective valuation 
dates. The increase in transfer values in recent years is predominantly due to the significant reduction in the yields available on UK Gilts. Other 
factors that have increased the transfer values are the impact of any additional service, revaluation in line with inflation and any real salary 
increases as well as the anticipated ageing of the member. These values have been calculated on the basis of actuarial advice in accordance 
with Actuarial Guidance Note GN11.

Adam Meyers is a member of the US 401k money purchase scheme. Company contributions paid in the year were US$18,156 (£12,024) 
(2015: US$18,863 (£11,716)).

Remuneration Committee Report continued

Annual Remuneration 
Report continued
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ACTIVITIES
Halma plc is a holding company. A list of its subsidiary companies is set out on pages 166 to 168. The principal operating companies 
and their activities are set out on pages 176 to 179.

ORDINARY DIVIDENDS
The Directors recommend a final dividend of 7.83p per share and, if approved, this dividend will be paid on 17 August 2016 to ordinary 
shareholders on the register at the close of business on 15 July 2016. Together with the interim dividend of 4.98p per share already paid, 
this will make a total of 12.81p (2015: 11.96p) per share for the financial year.

SHARE CAPITAL AND CAPITAL STRUCTURE
Details of the share capital, together with details of the movements in the share capital during the year, are shown in note 22 to the accounts. 
The Company has one class of ordinary shares which carry no right to fixed income. Each share carries the right to one vote at general 
meetings of the Company.

There are no other classes of share capital. There are no specific restrictions on the size of a holding nor on the transfer of shares, with both 
governed by the general provisions of the Articles of Association and prevailing legislation. No person has any special rights of control over 
the Company’s share capital and all issued shares are fully paid.

RIGHTS AND OBLIGATIONS OF ORDINARY SHARES
Holders of ordinary shares are entitled to attend and speak at general meetings of the Company and to appoint one or more proxies or, if the 
holder of shares is a corporation, one or more corporate representatives. On a show of hands, each holder of ordinary shares who (being an 
individual) is present in person or (being a corporation) is present by a duly appointed corporate representative, not being themself a member, 
shall have one vote, as shall proxies (unless they are appointed by more than one holder, in which case they may vote both for and against the 
resolution in accordance with the holders’ instructions). On a poll every holder of ordinary shares present 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 received not later 
than 48 hours before the meeting. A holder of ordinary shares can lose the entitlement to vote at general meetings where that holder has been 
served with a disclosure notice and has failed to provide the Company with information concerning interests held in those shares. Except as 
set out above and as permitted under applicable statutes, there are no limitations on voting rights of holders of a given percentage, number 
of votes or deadlines for exercising voting rights.

The Company has established an Employee Benefit Trust and the trustee has waived its right to all dividends.

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 Directors 
may also refuse to register a transfer of a certificated share unless the instrument of transfer is: (i) lodged, duly stamped (if necessary), at the 
registered office of the Company or any other place as the Board may decide accompanied by the certificate for the share(s) to be transferred 
and/or such other evidence as the Directors may reasonably require to show the right of the transferor to make the transfer; (ii) in respect of only 
one class of shares; (iii) in favour of a person who is not a minor, infant, bankrupt or a person of unsound mind; or (iv) in favour of not more than 
four persons jointly.

Transfers of uncertificated shares must be carried out using CREST and the Directors can refuse to register a transfer of an uncertificated share 
in accordance with the regulations governing the operation of CREST.

There are no other restrictions on the transfer of ordinary shares in the Company except certain restrictions which may from time to time be 
imposed by laws and regulations (for example insider 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 failed to provide the Company with information concerning interests 
in those shares. The Directors are not aware of any agreements between holders of the Company’s shares that may result in restrictions 
on the transfer of securities or on voting rights.

TREASURY SHARES
Shares held in treasury do not have voting rights and are not eligible for dividends.

EMPLOYEE SHARE PLANS
Details of employee share plans are set out in note 23 to the accounts.

The Company introduced a new Executive Share Plan, which was approved by shareholders at the 2015 AGM, and reflects current legislation, 
best practice and corporate governance requirements including recovery and withholding provisions. In addition, the new Plan includes flexibility 
to grant performance-related share awards, other share awards and deferred bonus awards.

The new Plan will be used primarily to grant performance-related awards and deferred bonus awards to executive Directors and selected 
senior employees. The Remuneration Committee believes that the ability to continue to grant long term share-based incentives as part of 
a balanced remuneration package will create a strong alignment of long term interest between senior management and shareholders.

Initial performance awards were made to executive Directors and selected senior management in July 2015, following 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.

Other Statutory Information
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Other Statutory Information continued

DILUTION LIMITS
The Performance Share Plan has awarded shares, before lapses, over a ten-year period totalling 4.0% of the Company’s issued share capital; 
this is within the 10.0% overall limit and the 7.5% limit for discretionary share awards agreed in 2005. The Company has utilised treasury shares 
to satisfy all such awards.

The new 2015 Executive Share Plan provides that overall dilution through the issuance of new shares for employee share schemes 
(including treasury shares) should not exceed an amount equivalent to 10% of the Company’s issued share capital over a ten-year period 
and for discretionary share awards to senior management 5% over a ten-year period. As at the date of this report, the Company remains 
within these limits.

APPOINTMENT AND REPLACEMENT OF DIRECTORS
With regard to the appointment and replacement of Directors, the Company is governed by its Articles of Association, the UK Corporate 
Governance Code, the Companies Act and related legislation. Directors can be appointed by the Company by ordinary resolution at a general 
meeting or by the Board. If a Director is appointed by the Board, such Director will hold office until the next annual general meeting and shall 
then be eligible for election at that meeting. In accordance with the UK Corporate Governance Code each of the Directors, being eligible (with 
the exception of Jane Aikman who will step down as a Director), will offer themselves for election or re-election at this year’s Annual General 
Meeting. The Company can remove a Director from office, including by passing a special resolution or by notice being given by all the other 
Directors. The Articles themselves may be amended by special resolution of the shareholders.

POWER OF DIRECTORS
The powers of Directors are described in the Matters Reserved for the Board, copies of which are available on request from the Company 
Secretary, and are summarised in the Corporate Governance 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, principally bank loan 
agreements, private placement debt and employee share plans.

There are two significant agreements, in terms of the likely impact on the business of the Group as a whole, containing such provisions:

• the £360m syndicated revolving credit facility which, if within 10 days of a change of control notice to the Loan agent, can result in 30 days’ 
notice being given 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. If all of the Lenders give this notice the whole facility would be cancelled; and 

• the US$250 million US Private Placement Note Purchase Agreement under which, in the event of a change of control, the Company 
is required to make an offer to the holders of the US Private Placement notes to prepay the principal amount of the notes together 
with interest accrued.

The Group has contractual arrangements with a wide range of suppliers. The Group is not unduly dependent upon contractual arrangements 
with any particular customer. Whilst the loss or disruption to certain of these arrangements could temporarily affect the Group’s business, 
none is considered to be essential.

The Company’s share plans contain provisions as a result 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 its 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 allot shares if authorised by shareholders to do so. At the Annual General Meeting  
an ordinary resolution will be proposed which, if passed, will authorise the Directors to allot and issue new shares 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 third of the issued share capital of the 
Company (excluding treasury shares) as at 13 June 2016 (the latest practicable date prior to the publication of the Notice of Meeting).

In accordance with the Directors’ stated intention to seek annual renewal, the authority will expire at the conclusion of the annual general 
meeting of the Company in 2017. Passing this resolution will give the Directors flexibility to act in the best interests of shareholders, when 
opportunities arise, by issuing new shares.

As at 13 June 2016 (the latest practicable date prior to the publication of the Notice of Meeting), the Company had 379,645,332 ordinary 
shares of 10p each in issue of which 940,421 were held as treasury shares, which is equal to approximately 0.25% of the issued share  
capital of the Company (excluding treasury shares) as at that date.
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The Companies Act 2006 also requires that, if the Company issues new shares for cash or sells any treasury shares, it must first offer them 
to existing shareholders in proportion to their current holdings. At the Annual General Meeting a special resolution will be proposed which, 
if passed, will authorise the Directors to issue a limited number of shares for cash and/or sell treasury shares without offering them to 
shareholders first. The authority is for an aggregate nominal amount of up to 10% of the aggregate nominal 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 will 
also modify statutory pre-emption rights to deal with legal, regulatory or practical problems that may arise on a rights issue or other pre-emptive 
offer or issue. The authority will expire at the same time as the resolution conferring authority on the Directors to allot shares. The Directors 
consider this authority necessary in order to give them flexibility to deal with opportunities as they arise, subject to the restrictions contained 
in the resolution. There are no present plans to issue shares, except under share plans previously approved in general meeting.

PURCHASE OF THE COMPANY’S OWN SHARES
The Company was authorised at the 2015 annual general meeting to purchase up to 37,800,000 of its own 10p ordinary shares in the market. 
This authority expires at the end of the 2016 Annual General Meeting. In accordance with the Directors’ stated intention to seek annual renewal, 
a special resolution will be proposed at the Annual General Meeting to renew this authority until the end of next year’s annual general meeting, 
in respect of up to 37,800,000 ordinary shares, which is approximately 10% of the Company’s issued share capital (excluding treasury shares) 
as at 13 June 2016 (the latest practicable date prior to the publication of the Notice of Meeting).

The Directors consider it desirable that the possibility of making such purchases, under appropriate circumstances, is available. The authority,  
if granted, will only be exercised if market conditions make it advantageous to do so. The Directors will only make purchases under the authority 
where they believe that to do so would result in an increase in earnings per share for the remaining shareholders, or where the purchased 
shares are used to satisfy awards made under employee share plans, and such purchases are considered to be in the best interests of 
shareholders generally.

Their present intention is that the shares purchased under the authority will be held in treasury for future cancellation, sale for cash or transfer 
for the purposes of, or pursuant to, an employee share plan, although in the light of circumstances at the time it may be decided to cancel them 
immediately on repurchase. The effect of any cancellation would be to reduce the number of shares in issue. For most purposes, while held 
in treasury, shares are treated as if they have been cancelled (for example, they carry no voting rights and do not rank for dividends).

Following approval of the Performance Share Plan (PSP) at the 2005 annual general meeting, the Directors made routine 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 for treasury. Under the Executive Share Plan approved at the 2015 annual general meeting, shares vesting may be satisfied with market 
purchased shares held in trust or in treasury or with new issue shares. Otherwise, the Directors have no present intention of using this authority. 
In reaching a decision to 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 is anticipated that renewal of the authority will be requested at subsequent 
annual general meetings.

As at 13 June 2016, which is the latest practicable date prior to the publication of the Notice of Meeting, no further options were outstanding.

ANNUAL GENERAL MEETING
The Company’s Annual General Meeting will be held on 21 July 2016. The Notice of Meeting, together with an explanation of the proposed 
resolutions, is enclosed with this Annual Report and Accounts and is also available on the Company’s website at www.halma.com.

SUBSTANTIAL SHAREHOLDINGS
As at 13 June 2016, the Company had been notified, in accordance with chapter 5 of the Disclosure and Transparency Rules, of the following 
voting rights as a shareholder of the Company.

2 April 2016 13 June 2016

No. of ordinary 
shares

Percentage of 
voting rights 

and issued 
share capital

No. of ordinary 
shares

Percentage of 
voting rights 

and issued 
share capital

Nature of 
holdings

Massachusetts Financial 
Services Company

37,841,275 10.00 37,841,275 10.00 Indirect

Capital Group 22,865,085 6.04 22,865,085 6.04 Indirect
Mawer Investment Management 18,943,311 5.00 18,943,311 5.00 Direct
Sprucegrove Investment 
Management Ltd

18,776,510 4.96 18,776,510 4.96 Indirect

BlackRock Inc 14,646,007 3.87 14,646,007 3.87 Indirect
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SPECIAL BUSINESS
The Board will propose four special resolutions under Special Business at the Annual General Meeting. One of these is to permit the Company 
to retain the ability to call general meetings (other than annual general meetings) at 14 days’ notice rather than 21 days’ notice, in accordance 
with Section 307A of the Companies Act 2006 (as amended).

AUDITOR
Each of the persons who is a Director at the date of approval of this Annual Report and Accounts confirms that:

• so far as the Director is aware, there is no relevant audit information of which the Company’s Auditor is unaware; and 

• the Director has taken all the steps that he/she ought to have taken as a director in order to make himself/herself aware of any relevant 
audit information and to establish that the Company’s Auditor is aware of that information. 

This confirmation is given and should be interpreted in accordance with the provisions of Section 418 of the Companies Act 2006.

Deloitte LLP has expressed its willingness to continue in office as Auditor and a resolution to reappoint Deloitte LLP will be proposed at the 
forthcoming Annual General Meeting.

SCOPE OF THE REPORTING IN THIS ANNUAL REPORT AND ACCOUNTS
The Directors present their annual report on the affairs of the Group, together with the financial statements and Auditor’s Report, for the year 
ended 2 April 2016. The Corporate Governance Report set out on page 54, which includes details of the Directors who served during the year, 
forms part of this report.

There have been no significant events since the balance sheet date. An indication of the likely future developments in the business of the 
Company and details of research and development activities are included in the Strategic Review on pages 4 to 47. Details related to employee 
and environmental matters, including greenhouse gas emissions reporting, are included within the Sustainability report on pages 48 to 53.

Information about the use of financial instruments by the Company and its subsidiaries is given in note 26 to the financial statements.

For the purposes 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 incorporated by reference.

For the purposes of LR 9.8.4C R, the following items are not applicable: (1) interest capitalised; (2) publication of unaudited financial information; 
(5) waiver of emoluments by a Director; (6) waiver of future emoluments by a Director; (7) non pre-emptive issues of equity for cash; (8) non 
pre-emptive issues of equity for cash in relation to major subsidiary undertakings; (9) parent participation in a placing by a listed subsidiary; 
(11) provisions of services by a controlling shareholder; and (14) agreements with controlling shareholders.

Applicable items can be located as follows: (4) details of long-term incentive schemes – note 23 to the financial statements; (10) contracts 
of significance; (12) shareholder waiver of dividends; and (13) shareholder waivers of future dividends – Other Statutory Information, pages 
91 to 94. 

By order of the Board

Carol Chesney
Company Secretary
14 June 2016

Other Statutory Information continued
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Directors’ Responsibilities

The Directors are responsible for preparing the Annual Report and the financial statements in accordance with applicable law and regulations.

Company law requires the Directors to prepare financial statements for each financial year. Under that law the Directors are required to prepare 
the Group financial statements in accordance with International Financial Reporting Standards (IFRSs) as adopted by the European Union 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 fair view of the state of affairs of the Company and of the profit or loss of the Company for that period.

In preparing the parent company financial statements, the Directors are required to:

• select suitable accounting policies and then apply them consistently;

• make judgements and accounting estimates that are reasonable and prudent;

• state whether Financial Reporting Standard 101 Reduced Disclosure Framework has been followed, subject to any material departures 
disclosed and explained in the financial statements; and

• prepare the financial statements on the going concern basis unless it is inappropriate to presume that the Company will continue in business.

In preparing the Group financial statements, International Accounting Standard 1 requires that Directors:

• properly select and apply accounting policies;

• present information, including accounting policies, in a manner that provides relevant, reliable, comparable and understandable information;

• provide additional disclosures when compliance with the specific requirements 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 continue as a going concern.

The Directors are responsible for keeping adequate accounting records that are sufficient to show and explain the Company’s transactions and 
disclose with reasonable accuracy at any time the financial position of the Company and enable them to ensure that the financial statements 
comply with the Companies Act 2006. They are also responsible for safeguarding the assets of the Company and hence for taking reasonable 
steps for the prevention and detection of fraud and other irregularities.

The Directors are responsible for the maintenance and integrity of the corporate and financial information included on the Company’s website. 
Legislation in the United Kingdom governing the preparation and dissemination of financial statements may differ from legislation in 
other jurisdictions.

DIRECTORS’ RESPONSIBILITY STATEMENT
We confirm that to the best of our knowledge: 

• the financial statements, prepared in accordance with International Financial Reporting Standards as adopted by the EU, give a true and 
fair view of the assets, liabilities, financial position and profit or loss of the Company and the undertakings included in the consolidation 
taken as a whole;

• the Strategic Report includes a fair review of the development and performance of the business and the position of the Company and 
the undertakings included in the consolidation taken as a whole, together with a description of the principal risks and uncertainties that 
they face; and

• the Annual Report and financial statements, taken as a whole, are fair, balanced and understandable and provide the information 
necessary for shareholders to assess the Company’s position, performance, business model and strategy.

By order of the Board

Andrew Williams
Chief Executive

Kevin Thompson
Finance Director
14 June 2016




