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FINANCIAL HIGHLIGHTS

	
	
Six months to


30 June 1999
	
Six months to


30 June 1998
	
Change

	
	30 June 1999
	30 June 1998
	

	
	
	
	

	Turnover
	£95.5m
	£78.2m
	+22.1%

	Operating profit*
	£11.5m
	£9.9m
	+16.2%

	Profit before tax*
	£11.0m
	£10.1m
	+8.9%

	Earnings per share*
	11.9p
	10.9p
	+9.2%

	Dividend per share
	3.0p
	2.7p
	+11.1%

	
	
	
	

	* before amortisation of goodwill
	
	


· Another strong period of expansion aided by:

· buoyant market conditions in civil aerospace and defence electronics

· contributions from two recent acquisitions

· Air Systems Division
· increased demand for Airbus equipment 

· strongest sonobuoy order book in Group’s history

· first orders for production equipment for Eurofighter secured 

· Sea Systems Division

· acquisition of APC for £6.05m completed in July
· many opportunities for Ultra’s businesses on Astute programme 

Dr Julian Blogh, Chief Executive, commented: “The Group’s order book at 30 June was £285.8m, an increase of 18.9% over the corresponding point last year.  This provides Ultra with healthy order cover for the remainder of 1999.

“Beyond this year, the outlook for our civil products is encouraging as a result of long order books, particularly at Airbus, and the new products and programmes in which Ultra’s divisions are involved.  Overseas, the US is set for a period of sustained real growth in defence procurement expenditure following years of post-Cold War cuts and the Group’s expansion in this market places it in a favourable position to take advantage of this demand.”   

- Ends -
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Interim Results for the Six Months to 30 June 1999
FINANCIAL RESULTS

During the first half of 1999 Ultra experienced another strong period of expansion.  The Group achieved sales growth of 22.1% in the six months to 30 June 1999, aided by the contribution from two acquisitions made in the last quarter of 1998.  Turnover rose by £17.3m to £95.5m reflecting strong market conditions in civil aerospace and defence electronics.  Organic sales growth was 7%.

Operating profit, before goodwill amortisation of £0.5m, was £11.5m (1998 : £9.9m) an increase of 16.2%.  Return on sales was 12.0% and, as anticipated, was lower than 1998 due to investment required in acquisitions made last year.  Reflecting these acquisitions and investment in working capital, the Group moved to an interest paying situation in 1999.  Before the amortisation of goodwill, profit before tax was £11.0m (1998 : £10.1m) and basic earnings per share increased by 9.2% to 11.9p (1998 : 10.9p).

Taxation represents an effective rate of 31% consistent with the outturn expected this year.  An interim dividend of 3.0 pence per share (1998 : 2.7p) will be paid on 1 October 1999 to those shareholders on the register at the close of business on 6 September 1999.

The operating cash outflow was £5.2m as a result of investment in working capital and product development.  The Group’s net debt at 30 June 1999 was £12.8m.

The Group’s policy on hedging foreign exchange transaction risk remains consistent with that adopted in 1998 and US$ denominated assets are hedged by borrowings in the same currency. 

OPERATIONAL REVIEW

Air Systems

Strong organic growth of 13.3% contributed to an £11m increase in sales to £64.6m.  The total sales increase, including the contribution from UnderSea Sensor Systems Inc. (USSI), was 20.4%.  Operating margins improved to 12.9% compared to 12.3%, resulting in operating profit 25.9% higher at £8.3m.  The profit impact of USSI was, as anticipated, break-even at the operating level.

Demand for Airbus equipment resulted in increased production of original equipment and spares. In 1998, Ultra’s Controls Division was selected to develop the landing gear computer for Airbus’ new aircraft – the A340-500 and –600 and significant development activity took place in the first half of 1999.

Ultra’s aircraft noise reduction system, UltraQuiet, continues to achieve success in the market and is now a standard fit on the Raytheon Beech KingAir 350. 

Military sales benefited from the strongest sonobuoy order book in the Group’s history.  In the UK, Ultra is now in production of each type of sonobuoy used by the Ministry of Defence and in June was awarded a £3.5m top-up contract for CAMBS, an active sonobuoy.  In the US, USSI is developing two new generation sonobuoys for the US Navy with the aim of having both in production at the turn of the year.  The acquisition of USSI positions Ultra as the world’s number one supplier of sonobuoys, with USSI contributing to profits in 2000.

Sea Systems

Total sales grew by 26.0% to £30.9m, with growth generated by the acquisition of Power Magnetics and Electronic Systems (PMES) in November 1998.  As anticipated, organic sales declined by 6.8%.  

The operating margin was 10.4% compared to 13.6% for the equivalent period in 1998, resulting in operating profit of £3.2m.  PMES is expected to break-even this year, as anticipated at the time of acquisition.

Command & Control Systems is successfully completing its contracts to supply command equipment for the Royal Navy and work is proceeding to supply similar equipment for the second batch of Korean destroyers.

Sea Systems’ major civil products are the TagTrak baggage reconciliation system and Magicard identification card printer.  At the beginning of 1999 enquiries for TagTrak were dampened when investment in airport IT was devoted to updating systems for Year 2000 compliance, but by the end of the period activity and opportunities in this product group had greatly improved.  Magicard sales continue to increase, reflecting gains in market share.  

The acquisition of Advanced Programming Concepts Inc for $9.5m, a company specialising in the production of defence software, was completed on 20 July 1999.  It will provide an excellent fit with Sea Systems’ existing businesses.

MARKETS

Airbus is Ultra’s main civil aerospace customer and continues to win market share.  This, together with Airbus’ four-year forward order book, gives confidence in the future.  Airbus is also expanding its product range with the recently announced, smaller A318, and the potential launch of the A3XX.

The first orders for production equipment for Eurofighter were secured in the period.  The first tranche covers 148 aircraft from an eventual build of 620.  Ultra will supply cockpit equipment, landing gear control modules and high-pressure pure air generators.

The Astute programme is the next generation UK attack submarine, of which three boats have been ordered from a potential fleet of five. Ultra has opportunities to supply equipment in excess of £30m for the first batch, covering command and control, power conversion and propulsion control equipment.  In addition, the UK Government has withdrawn from the tri-national Horizon air defence frigate in order to pursue a national programme, providing improved opportunities for Ultra.

Overseas, the US is set for a period of sustained real growth in defence procurement expenditure following years of post-Cold War cuts and the Group’s expansion in this market places it in a favourable position to take advantage of this demand.  Although some overseas markets are reducing the level of defence expenditure, Ultra’s advanced technology and strong niche positions provide the opportunity to expand market share.

PROSPECTS

The Group’s order book at 30 June was £285.8m, an increase of 18.9% over the corresponding point last year.  This provides Ultra with healthy order cover for the remainder of 1999.

Beyond this year, the outlook for our civil products is encouraging as a result of long order books, particularly at Airbus, and the new products and programmes in which Ultra’s divisions are involved.  

In military markets, the Group is either involved or positioning to be involved in a number of new programmes.  In the UK, Ultra equipment has been selected for Nimrod MRA4, Astor, Eurofighter, Astute and Harrier GR7 update.  In the US major programmes include the Virginia class submarine, F18 E/F and SH60R helicopter.  

This wide range of products and customers gives Ultra solid opportunities for growth in the medium term.

- Ends -
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Consolidated Profit and Loss Account 

	
	
	Six months to
	
	Six months to
	
	Year to

	
	
	30 June 
	
	30 June
	
	30 December

	
	
	1999
	
	1998
	
	1998

	
	Note
	£’000
	
	£’000
	
	£’000

	
	
	
	
	
	
	

	Turnover
	1
	95,500
	
	78,177
	
	158,654

	
	
	
	
	
	
	

	Operating profit
	
	11,016
	
	9,920
	
	20,855

	
	
	
	
	
	
	

	Net interest (payable)/receivable
	
	(507)
	
	156
	
	202

	
	
	
	
	
	
	

	Profit before taxation
	
	10,509
	
	10,076
	
	21,057

	
	
	
	
	
	
	

	Taxation
	2
	(3,258)
	
	(3,023)
	
	(6,416)

	
	
	
	
	
	
	

	Profit after taxation
	
	7,251
	
	7,053
	
	14,641

	
	
	
	
	
	
	

	Dividends
	3
	(1,951)
	
	(1,755)
	
	(5,265)

	
	
	
	
	
	
	

	Retained profits
	
	5,300
	
	5,298
	
	9,376

	
	
	
	
	
	
	

	Earnings per share (pence)
	
	
	
	
	
	

	After goodwill amortisation
	
	
	
	
	
	

	 - Basic
	4
	11.2
	
	10.9
	
	22.5

	 - Diluted
	4
	11.1
	
	10.8
	
	22.4

	
	
	
	
	
	
	

	Before goodwill amortisation
	
	
	
	
	
	

	 - Basic
	4
	11.9
	
	10.9
	
	22.6


There are no recognised gains and losses other than the profit for each period and a foreign exchange loss           of £3,000 (loss of £105,000 for the period to 30 June 1998 and £508,000 for the year ended 30 December 1998).

Ultra Electronics Holdings plc

Interim Results for the Six Months to 30 June 1999

Consolidated Balance Sheet 

	
	
	At 
	At 
	At 

	
	
	30 June
	30 June
	30 December

	
	
	1999
	1998
	1998

	
	Note
	£’000
	£’000
	£’000

	
	
	
	
	

	Fixed assets
	
	
	
	

	Tangible assets
	
	13,840
	10,750
	13,343

	Intangible assets
	
	19,156
	-
	19,649

	Investments
	
	463
	549
	516

	
	
	33,459
	11,299
	33,508

	
	
	
	
	

	Current assets
	
	
	
	

	Stocks
	
	23,476
	18,883
	23,276

	Debtors
	
	37,071
	29,617
	24,385

	Cash at bank and in hand
	
	7,532
	11,120
	14,607

	
	
	68,079
	59,620
	62,268

	
	
	
	
	

	Creditors: Amounts falling due within 

 one year
	
	(76,957)
	(52,001)
	(77,986)

	
	
	
	
	

	Net current (liabilities)/assets
	
	(8,878)
	7,619
	(15,718)

	
	
	
	
	

	Total assets less current liabilities
	
	24,581
	18,918
	17,790

	
	
	
	
	

	Creditors: Amounts falling due after

 more than one year
	
	(1,065)
	(5,805)
	(557)

	Provisions for liabilities and charges
	
	(5,180)
	(3,775)
	(4,235)

	
	
	
	
	

	Net assets
	
	18,336
	9,338
	12,998

	
	
	
	
	

	Capital and reserves
	
	
	
	

	Called up share capital
	
	3,251
	3,250
	3,250

	Share premium account
	
	23,090
	23,043
	23,050

	Profit and loss account
	5
	(8,005)
	(16,955)
	(13,302)

	
	
	
	
	

	Shareholders’ funds 
	
	18,336
	9,338
	12,998
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Interim Results for the Six Months to 30 June 1999

Consolidated Cash Flow Statement 

	
	Six months to
	Six months to
	Year to

	
	30 June
	30 June
	
30 December

	
	1999
	1998
	1998

	
	Note
	£’000
	£’000
	£’000

	
	
	
	

	Net cash (outflow)/inflow from

  operating activities 
	6
	(5,181)
	7,183
	25,466

	
	
	
	

	Returns on investments and servicing of 

  finance
	(472)
	158
	247

	Taxation - UK
	(909)
	(397)
	(6,220)

	
 - Overseas
	(452)
	-
	(264)

	Capital expenditure and financial investment
	(1,948)
	(1,701)
	(3,699)

	Acquisitions
	-
	-
	(17,749)

	Equity dividends paid
	(3,510)
	(3,120)
	(4,875)

	
	
	
	

	Cash(outflow)/inflow before use of liquid 

  resources and financing
	(12,472)
	2,123
	(7,094)

	Financing
	5,048
	(1)
	12,721

	(Decrease)/increase in cash in the period
	(7,424)
	2,122
	5,627

	
	
	
	

	RECONCILIATION OF NET CASH FLOW TO MOVEMENT IN NET DEBT

	

	(Decrease)/increase in cash in the period
	(7,424)
	2,122
	5,627

	Cash (inflow)/outflow from (increase)/decrease in debt                                         and lease financing
	(5,007)
	8
	(11,638)

	Change in net debt resulting from cash flows
	(12,431)
	2,130
	(6,011)

	Debt and finance leases acquired with


subsidiary undertakings
	-
	-
	(2,786)

	Translation difference
	(246)
	(3)
	(282)

	Movement in net funds in the period
	(12,677)
	2,127
	(9,079)

	Net (debt)/funds at start of period
	(112)
	8,967
	8,967

	Net (debt)/funds at end of period
	(12,789)
	11,094
	(112)

	

	ANALYSIS OF NET FUNDS

	

	Cash at bank and in hand
	7,532
	11,120
	14,607

	Debt due within one year
	(20,142)
	-
	(14,512)

	Finance leases
	(179)
	(26)
	(207)

	
	(12,789)
	11,094
	(112)
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 Notes to the Interim Statement

	
	Six months to
	Six months to
	Year to

	
	30 June 
	30 June 
	30 December

	
	1999
	1998
	1998

	
	£’000
	£’000
	£’000

	
	
	
	

	1.  Turnover by geographical destination

	
	
	
	

	United Kingdom
	53,148
	42,258
	85,715

	Continental Europe
	11,924
	10,845
	20,967

	North America
	27,485
	20,590
	42,948

	Rest of World
	2,943
	4,484
	9,024

	
	95,500
	78,177
	158,654

	
	
	
	

	
	Six months to
	Six months to
	Year to

	
	30 June 
	30 June 
	30 December

	
	1999
	1998
	1998

	
	£’000
	£’000
	£’000

	2.  Taxation
	
	
	

	
	
	
	

	United Kingdom 
	
	
	

	
- current year
	3,241
	3,053
	5,944

	 
- adjustment in respect of prior years
	 (153)
	(145)
	(121)

	Overseas
	
	
	

	 - current year

	126
	115
	661

	
- adjustment in respect of prior years
	44
	-
	(68)

	
	3,258
	3,023
	6,416


The tax charge for the six months to 30 June 1999 has been based on an estimated effective rate for the year to 30 December 1999 of 31%.

3. The proposed interim dividend of 3.0p per ordinary share (1998: 2.7p) is expected to be paid on 1 October 1999 to shareholders on the register on 6 September 1999.

4. Earnings per share 

The number of shares and earnings used to calculate earnings per share (EPS) is given below:

	
	Six months to
	
Six months to
	
Year to

	
	
30 June
	
30 June
	
30 December

	
	
1999
	
1998
	
1998

	
	No. of  shares
	
No. of  shares
	
No. of  shares

	
	
	
	

	Number of shares used for basic EPS
	65,009,014
	65,002,427
	65,004,324

	Number of shares deemed to be issued at nil consideration  following exercise of share options
	323,346
	319,227
	325,790

	Number of shares used for fully diluted EPS
	65,332,360
	65,321,654
	65,330,114

	
	
	
	

	Earnings attributable to ordinary shareholders

	
	Six months to
	
Six months to
	
Year to

	
	
30 June

	
30 June
	
30 December

	
	
1999
	
1998
	
1998

	
	£’000
	
£’000
	
£’000

	
	
	
	

	After goodwill amortisation
	7,251
	7,053
	14,641

	Before goodwill amortisation
	7,744
	7,053
	14,682


5. Profit and loss account

The profit and loss account balance is stated net of a cumulative write-off of goodwill amounting to £33,476,000 at 30 June 1999 and 30 December 1998 and £33,454,000 at 30 June 1998.  Following the adoption of FRS10, goodwill in respect of acquisitions made subsequent to the year ended 30 December 1997, has been capitalised as intangible assets and is being amortised over a period of 20 years, being the Director’s assessment of its likely future value.

6.
Cash flow information

Reconciliation of operating profit to operating cash flow

	
	Six months to
	Six months to
	Year to

	
	30 June 
	30 June 
	30 December

	
	1999
	1998
	1998

	
	£’000
	£’000
	£’000

	
	
	
	

	Operating profit
	11,016
	9,920
	20,855

	Depreciation and amounts written off tangible fixed assets
	1,591
	1,219
	2,504

	Amortisation of goodwill
	493
	-
	41

	Provision against investments
	160
	141
	282

	(Profit)/loss on disposal of tangible fixed assets
	(8)
	18
	22

	Decrease/(increase) in stocks
	111
	(1,354)
	(3,036)

	(Increase)/decrease in debtors
	(12,459)
	(2,962)
	3,956

	(Decrease)/increase in creditors
	(7,070)
	(109)
	298

	Increase in provisions
	940
	359
	534

	Other
	45
	(49)
	10

	Net cash (outflow)/inflow from operating activities
	(5,181)
	7,183
	25,466


7.
The interim statement is unaudited and does not constitute full accounts within the meaning of the Companies Act 1985.  It has been prepared on a basis consistent with the 1998 statutory accounts.  The 1998 full year figures have been extracted from those accounts which include an unqualified audit report and have been filed with the Registrar of Companies.  A copy of this Interim statement is being sent to all shareholders.  Further copies may be obtained from Ultra’s registered office, Bridport Road, Greenford, Middlesex, UB6 8UA.

Page 1 of 1


