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Audit Committee Report

Committee membership
and responsibilities

The Committee comprises the independent non-
executive Directors. Committee attendance, for the
year ended 31 March 2026, is on page 107. Biographies
for each Committee member are set out on pages 102
to 104.

The Committee operates under written terms of
reference, reviewed annually, which are available at
www.halma.com. The Committee discharged its
duties under its terms of reference, and in line with
the FRC'’s Minimum Standard, for the year.

Committee activities 2025/26

e Reviewing half year results and Annual Report and
Accounts, considering key accounting judgements
and estimates and approving the going concern
and viability statements.

Reviewing internal controls, and principal and
emerging risks, including regular updates on
preparatory work in relation to Provision 29 under
the UK Corporate Governance Code 2024.

Reviewing internal audit and assurance processes,
output of the Internal Audit effectiveness review

and approving the Internal Audit Charter.

Reviewing and monitoring whistleblowing, compliance
and bribery procedures and reports raised.

Receiving updates on sustainability regulation

developments, and reviewing TCFD disclosures.
Monitoring the continued progress on
implementation of the Enterprise Performance
Management (EPM) system.

Agreeing the external Auditor fee and confirming
independence and effectiveness.

Receiving insight sessions on geopolitical matters,
and key judgements and estimates from internal
and external experts.

Receiving updates on the external audit

tender process.

Receiving presentations from the E&A Sector CEQ,
Safety Sector CFO and Head of Group Tax.

Committee Chair

Other Information

2026 Committee review outcomes

An evaluation of the Committee’s effectiveness is
undertaken each year, and the findings are reported
to the Board. In 2026, this evaluation took the form

of an internal evaluation, which confirmed that the
Committee is working effectively and that Committee
members considered it to be exercising good oversight
of the reporting and controls environment, taking full
account of the autonomous model. The key action
agreed by the Committee was to ensure a continued
schedule of relevant and pertinent internal and external
sessions, led by subject matter experts.

Financial statements and significant

accounting matters

The Committee considered the key judgements and
estimates made in relation to the Group’s financial
statements, set out below, and discussed these

with management during the year and prior to the
publication of the Group's results for the half year ended
30 September 2025 and the full year ended 31 March 2026.

Following the review of presentations and reports from
management, the Committee is satisfied that the
financial statements appropriately address the key
accounting judgements and 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 and
challenged, and are sufficiently robust. The Committee
has discussed these matters with the external auditor
(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.

Following the implementation of, and transition to, the
new EPM system during the prior year, the Committee
monitored and reviewed the quality of reporting
post-implementation and efficiencies gained, including
through the Auditor’s work to support their opinion.

During the year, the Company received correspondence
from the FRC’s Corporate Reporting Review team in
relation to its interim report for the six months ended
30 September 2025, which was reviewed by the Chair
of the Committee. Management provided the FRC
with acknowledgement of receipt of the letter and
communicated that the matters raised would be
incorporated in the Annual Report and Accounts 2026.
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Audit Committee Report continued

Significant risks and material issues,
judgements and estimates

How the Committee addressed each area and conclusion

Value of goodwill, due to
the significance of the
amounts recorded on the
Consolidated Balance Sheet,
and the judgements and
estimates involved

in assessing goodwill

for impairment.

e Focusing on, monitoring regularly, and constructively challenging the reasonableness
of the assumptions used in impairment calculations by management, in particular
discount rates, growth rates, the level of aggregation of individual cash generating
units (CGUs) and methodology applied, including application of reasonably
possible sensitivities.

e Considering the appropriateness and reasonableness of stated judgements
and conclusions included in the disclosures in note 11 to the Accounts.

e Considering the CGU groups to which the Group's five acquisitions were attributed.

Carrying value of acquired
intangible assets across the
Group and the adequacy
of future cash flows.

e Reviewing and challenging the assessment of the presence of impairment indicators
that warrant an impairment test of an asset.

e Constructively challenging the reasonableness of assumptions used in impairment
calculations by management, in particular discount rates and asset-specific
growth rates.

Risk that acquisitions

are not accounted for
correctly in line with IFRS 3
“Business combinations”.

e Challenging the appropriateness of assumptions used in determining the fair value
of the acquired intangible assets and residual goodwill identified, and the
reasonableness of the disclosures included in note 25 to the Accounts.

e Reviewing the fair value of acquired intangible assets and carrying values arising
on the five acquisitions in the year, particularly in relation to the larger acquisitions
of Brownline, E2S, Safetec and Altomed.

Valuation of contingent
consideration arising

on acquisitions in current
and prior periods.

e Assessing treatments of contingent consideration payment arrangements against
the requirements of IFRS 3 and IFRS 13.

e Considering assumptions made around forecasts used in calculations.

e In particular, at 31 March 2026, the treatment and valuation of the contingent
consideration provisions in relation to Visiometrics, Safe-com and Safetec.

Compliance risks with
existing and evolving tax
legislation, and judgements
around uncertain tax
positions including the
recoverability of the tax
receivable balances.

e Assessing the position taken with regards to tax judgements and the carrying value
of tax provisions and uncertainties, monitoring tax legislative developments and
tax audits globally.

e Monitoring the evolving BEPS Pillar 2 legislation and the likely compliance impact
on the Group.

e Received information on the new public Country-by-Country Reporting (pCBCR)
requirement applicable for the year-end 31 March 2026.

Carrying value of
investments (Company only).

e Constructively challenging the reasonableness of the assumptions used in impairment
calculations by management, in particular discount rates and future cash flows.

e Monitoring the progress and impact of the legal entity rationalisation programme.

Going concern status of
the Company and any
impact to future viability.

e Reviewing evidence to support the going concern basis of accounts preparation,
the Viability Statement and the risk management and internal control
disclosure requirements.

Judgements and estimates
involved in valuing defined
benefit pension plans.

e Assessing the assumptions used in determining pension obligations.
e The recognition of the plan surpluses in accordance with IFRIC 14.

Task Force on Climate-
related Financial Disclosures
(TCFD).

e Reviewing the work undertaken to continue to assess and manage the climate-related
risks and opportunities for the Group and the associated reporting in accordance with
the TCFD framework.

In addition, the Committee considered the presence of any significant product failures or other legal cases in the
period that would warrant the inclusion of a significant warranty or legal provision, and assessed the capitalisation
and carrying value of capitalised development costs in line with the accounting policy and standards.
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External Auditor

The Committee monitors the effectiveness of the
Auditor throughout the year and annually conducts

an evaluation of the external audit, by way of a tailored
online questionnaire, further details of which are set
out on page 120. The assessment found no significant
concerns and the insights from the questionnaire have
been discussed both internally and with PwC, to assist
with the planning of future work. The Committee
concluded that it was satisfied with the Auditor’s
performance in discharging the full year audit and

the half year review; the independence and objectivity
of the Auditor; the robustness of the audit process,
including how the Auditor demonstrated professional
scepticism and challenged management’s assumptions;
and the quality of service and delivery of the audit.

The proposal to reappoint PwC as Auditors for the

year ending 31 March 2027 is considered to be in the best
interests of the Company. PwC has a detailed knowledge
of our business, an understanding of our industry and
continues to demonstrate that it has the necessary
expertise and capability to undertake the audit for the
coming period.

Accordingly, the Committee recommmends that PwC
are reappointed as Auditor at the 2026 Annual General
Meeting (AGM).

Audit tendering

The Committee has primary responsibility for leading
the audit tender and recommending to the Board the
appointment or reappointment of the external Auditor,
before it is put to shareholders at the AGM. This process
is carried out at least every 10 years and, unless it is
undertaken earlier, it is the Committee’s policy to
consider whether a tender is appropriate every five years
- to coincide with the change in Senior Statutory Auditor.

PwC were appointed Auditor to the Company at the
AGM in 2017. Christopher Richmond was appointed Senior
Statutory Auditor for the financial period commencing

1 April 2022.

In line with the information provided in our Annual Report
and Accounts 2025, an external audit tender process
commenced during the financial year ended 31 March
2026, and will conclude during 2026, with the preferred
firm appointed with effect from 1 April 2027, subject to
shareholder approval at the 2027 AGM. To date, an audit
tender panel has been formed internally and a Request
for Proposal (RFP) has been issued to selected audit firms;
the RFP process is expected to conclude by October 2026
and a recommendation will be made to the Board at its
meeting in November 2026. Full details of the audit
tender process will be disclosed in the Committee’s
Report in the Annual Report and Accounts 2027.

Other Information

Statement of compliance

The Company confirms that it complied throughout the
year with the provisions of the Competition and Markets
Authority’s Statutory Audit Services for Large Companies
Market Investigation (Mandatory Use of Competitive
Tender Processes and Audit Committee Responsibilities)
Order 2014.

Auditor objectivity and independence

(including non-audit fees)

The Group has adopted a Policy on “Auditor
Independence and Services provided by the External
Auditor” which sets out the limited services that the
external Auditor can provide to Group companies,
which do not conflict with the Auditor’s independence.
The Policy was updated in January 2026 to align with
the FRC's revised Ethical Standard 2024. The Committee
continues to monitor changes in legislation related to
auditor independence and objectivity and annually
reviews the Policy.

In addition to Halma'’s Policy, the Auditor runs its own
independence and compliance checks, prior to accepting
any engagement, to ensure that all non-audit work is
compliant with the Ethical Standard in force and that
there is no conflict of interest.

During the year, two pieces of permitted audit-related
services work (in addition to the half year review) were
undertaken by PwC. These were in respect of a building
subsidy certification for BEA SA and a submission to
the King’s Awards for Palintest Limited.

Additionally, PwC provided a subscription to their
technical guidance toolkit as a non-audit service.
Non-audit services are pre-approved by the Committee
Chair and reported to the Committee in accordance
with our Policy.

The audit fees payable to PwC for the year ended

31 March 2026 were £3.3m (2025: £3.2m) and permitted
audit-related service fees were £0.1m (2025: £0.1m).
Other non-audit services totalled less than £0.1m in

each of the current and preceding year. The total of
audit-related and non-audit-related services for the

year totalled c.5% of three-year average audit fees,
significantly below the limit of 70% required by the Policy.
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Audit Committee Report continued

Evaluation of the effectiveness and quality
of the external Auditor

The effectiveness of the Auditor is monitored
throughout the year, including through:

¢ FRC's PWC Audit Quality Inspection and Supervision
report 2024/25 - the Committee reviewed the results
of the FRC's PwC Audit Quality Inspection and
Supervision report 2024/25 during the year and noted
that the FRC had concluded that PwC had achieved
an improvement on prior years.

e Progress against audit plan and strategy - the
Committee evaluated and monitored progress against
the agreed audit plan and strategy and any issues or
reasons for variation from the plan were identified,
discussed and agreed with the Auditor. The Committee
approved the Auditor’s fees for the year under review.

o Regular private sessions — the Committee hold
regular private sessions with the Auditor, without
management present, to facilitate open dialogue.

o Auditor reports to the Committee — through PwC'’s
formal reports to the Committee at each meeting the
Committee track and consider the work undertaken
by the Auditor during the year.

External audit evaluation process

Bespoke questionnaire covering:

e External audit partner time commitme

e Quality of the team

e Accounting, technical and governance insight

e Policies for compliance with the revised
Ethical Standards

e Quality and timeliness of reporting

e Clarity and authority of communications

Results:

e Results of the questionnaire are collated centrally
by the Group Financial Controller and a summary
of the findings and the FRC's Audit Quality
Inspection and Supervision report on PwC as a
firm, are provided to the Committee and PwC.
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¢ Interaction with Auditor - the Committee Chair, the
Chief Financial Officer and management have regular
communication with the Auditor throughout the year
and are able to raise issues and discuss key deliverables
as the year progresses. The Committee recognises that
PwC have appropriately challenged management on
key judgements and estimates throughout the year,
as detailed in the significant risks and material issues,
judgements and estimates table above.

e Audit tender and rotation - in accordance with our
Auditor Independence Policy, the Committee reviews
the appropriateness of tendering the external audit
function every five years and will rotate the Senior
Statutory Auditor at least every five years, the most
recent rotation of which took place in 2022, with a
new audit partner being in place from 1 April 2022.

¢ Annual internal effectiveness survey - a tailored
online questionnaire is circulated and completed by
Committee members, other senior management and
company CFOs who are engaged in the audit process,
the outcomes of which are reported to the Committee
and the Board. A summary of the process and key
findings is set out below.

Questionnaire completed by:
e Committee members

e Group Chief Executive
o Chief Financial Officer

e Director of Internal Audit & Assurance

e Company Secretary

e Company CFOs

e Sector CFOs

e Group Financial Controller

Outcome:

e Following a review by the Committee of the
output from the annual review questionnaire and
the FRC’s Audit Quality Inspection and Supervision
findings, the Committee confirmed that PwC
is effective as Auditor to the Company and

recommends to the Board their reappointment
as Auditor to be proposed at the 2026 AGM.
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Risk management and internal controls

The Committee maintains oversight of the risk
management and internal control framework and
systems (including financial, operational and compliance
controls) and monitors its effectiveness, reporting back
to the Board, which has ultimate responsibility to the
shareholders for the Group's system of internal control
and risk management. The Committee also monitors

the framework in place to manage cyber risk, while the
Board is responsible for reviewing cyber risk and resilience.
While 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
and control governance framework is detailed on page 75
and the risk management and internal control processes
are detailed on pages 76 to 77.

Regular reporting to the Committee by the Director of
Internal Audit & Assurance, as well as findings of internal
audits by circulation between meetings, ensures that
there is a good understanding of any non-compliance
that arises and the swift action being taken to close
any gaps. The Committee receives regular reports from
management throughout the year on the financial
reporting control and risk management environment,
as well as receiving presentations from Sector Chief
Executives and Sector Chief Financial Officers, Head

of Tax & Treasury, Head of Sustainability and Director
of Risk & Compliance on their control and assurance
processes, which form the basis of the Committee’s
annual review of the Group's financial and accounting
systems. The Group’s Auditor, PwC, has audited the
financial statements and has reviewed the financial
control framework to the extent considered necessary
to support the audit report.

The Committee regularly reviews the ongoing process

in place for identifying, evaluating and managing

the emerging and principal risks faced by the Group,

as detailed on pages 78 to 84, and for determining

the nature and extent of the risks it is willing to take

in achieving its strategic priorities. This risk framework

is in accordance with the Guidance on Risk Management,
Internal Control and Related Financial and

Business Reporting.

Other Information

During the financial year ended 31 March 2026, we have
continued preparatory work for our first disclosure under
Provision 29 of the UK Corporate Governance Code 2024,
which we will report on in our Annual Report and Accounts
2027. This work has been an evolution of existing controls,
focusing on formalising and streamlining the framework
and controls already in place, to ensure they are fit for
purpose and that we are well positioned to meet the
reporting obligations of Provision 29. The Committee

and the Board have overseen this area of work during
the year, receiving regular status updates, reviewing and
challenging the proposed approach, and ensuring overall
alignment with the framework. The Committee and the
Board are satisfied that the assurance, oversight and
governance of material controls is robust. Further details
of the work conducted to date can be found in the Risk
management and principal risks report on page 76.

The Committee is satisfied that the risk management
and internal control framework remains robust and
effective, while still allowing autonomous and agile
decision-making, which is essential to Halma's
decentralised structure and an integral part of Halma'’s
growth strategy. No significant failings or weaknesses
have been identified in the internal controls.

Whistleblowing

The Committee has responsibility for reviewing the
adequacy and security of the Group's arrangements
for employees and contractors to raise concerns about
possible improprieties in financial reporting, fraud or
other financial or ethical misconduct.

Halma has appointed an external third-party provider,
NavexGlobal, to operate a confidential, multilingual,
telephone and web reporting service, 24/7, through which
concerns can be raised. Further details are set out in the
non-financial & sustainability information statement

on page 98.

The Director of Risk & Compliance receives and reviews all
reports to ensure that they are appropriately investigated
and all allegations of fraud or financial misconduct are
reported to the Committee. In line with many listed
companies, most matters reported through the
NavexGlobal service relate to personnel/HR matters and,
while these are not areas for review by the Committee,
such matters are duly investigated in the same manner
and reported directly to the Board in its role of monitoring
culture and workforce concerns.

Following a review during the year, the Committee
is satisfied with the adequacy and security of the
arrangements in place for concerns to be raised.
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Audit Committee Report continued

Climate-related disclosures

The Committee has overall responsibility for approving
the disclosures made under the climate-related UK Listing
Rule 6.6.6R(8). The Committee has continued to receive
updates during the year on climate-related disclosures
and reporting. Further information on our TCFD disclosures
can be found on page 85.

Internal Audit & Assurance

The Internal Audit & Assurance function comprises

the Director of Internal Audit & Assurance and six

audit managers - three based in the UK, two in the US
and one in China, and a systems and data administrator.
External co-source is also utilised for certain specialist
areas as required, such as cyber risk and sustainability.
A risk-based audit work plan is agreed by the Committee
annually and seeks to provide assurance at principal

risk level and also other areas such as companies’
compliance with the Halma control framework. Progress
against the audit plan is reviewed at each Committee
meeting, in order that any changes in priorities or
resourcing can be discussed and agreed. Pulse checks,

a shorter walkthrough, give assurance touchpoints
mid-way between full audits, and are also undertaken
to provide an additional assurance snapshot. These are
also used for recent acquisitions and are performed

six months after the date of the acquisition to check
progress, followed by a full audit at 12 months, for high
priority controls, and 18 months for medium and lower
priority controls.

The Committee receives regular reports from Internal
Audit & Assurance that identify any significant control
or compliance weakness, or other risk that requires
immediate management attention. Each report gives
background to any weaknesses, mitigating controls
and actions being taken to address the findings.

The Committee has oversight of the Internal Audit &
Assurance budget and resources available and it has
satisfied itself that the function has the appropriate
level of resources and funds available to undertake its
role. All Internal Audit & Assurance reports are issued
to management and the Auditor.
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Evaluation of the effectiveness and quality

of the Internal Audit & Assurance function

The effectiveness of the Internal Audit & Assurance
function is monitored throughout the year,
including through:

e Progress against the Internal Audit & Assurance
plan - the Committee reviews and discusses progress
made against an annually agreed Internal Audit &
Assurance action plan at each meeting.

e Internal Audit & Assurance reports to the
Committee - Internal Audit & Assurance reports
are presented at each Committee meeting for review
and discussion.

e Annual review of the Internal Audit & Assurance
charter - the Committee annually reviews
and approves changes to the Internal Audit &
Assurance charter.

¢ Annual internal effectiveness survey - a tailored
online questionnaire is circulated and completed by
Committee members and other senior management
who are engaged in the audit process, the outcomes
of which are reported to the Committee and the Board.

e Regular private sessions — the Committee holds
regular private sessions with the Director of Internal
Audit & Assurance, without management present,
to facilitate open dialogue.

A summary of the process and key findings is set
out below.
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Other Information

Internal Audit & Assurance evaluation process and outcome

Bespoke questionnaire covering:

e The function’s position and reporting lin

e Internal audit scope and its relevance
to our business

o Audit approach

e Quality of the team

e Reliability and quality of reporting

e Use of technology and communication

Results:

e The responses from the questionnaire are
collated centrally and a summary of the findings
is provided to the Committee to consider the
overall effectiveness of the function and any
action required.

Fair, balanced and understandable

To ensure that the report and accounts are fair, balanced
and understandable, the Committee considers the
output from a series of focused exercises that take place
during the Annual Report and Accounts production
process. These can be summarised as follows:

A qualitative review, performed by the Group’s Finance
and Secretarial functions, 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.

Questionnaire completed by:
e Board members

o Executive Board members

o Sector CFOs
o Group Financial Controller

e Chief Information Security Officer
e Divisional Chief Executives

o Company Secretary

o PwC Audit Partner

Outcome:

e Following a review by the Committee of the
output of the 2026 questionnaires and direct
feedback from the Chief Financial Officer and
the Chair, the Commmittee concluded that the
quality, experience and expertise of the Internal

Audit & Assurance function is effective.

o 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.

o Availability to the Committee of the key working
papers and results for each of the significant issues and
judgements considered by the Committee in the period.

The Directors’ statement on a fair, balanced and
understandable Annual Report and Accounts is set out
on page 150.

Sharmila Nebhrajani OBE
Committee Chair

For and on behalf of the Committee, 11 June 2026
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