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Ultra Electronics Holdings plc

(“Ultra” or “the Group”)

PRELIMINARY AUDITED RESULTS FOR THE YEAR ENDED 30 DECEMBER 1999

FINANCIAL HIGHLIGHTS

	
	Year ended
	Year ended
	
Change

	
	30 December 1999  
	30 December 1998
	

	
	
	
	

	Turnover
	£193.0m
	£158.7m
	+21.6%

	Operating profit*
	£24.6m
	£20.9m
	+17.7%

	Profit before tax*
	£23.2m
	£21.1m
	+10.2%

	Earnings per share*
	25.9p
	22.6p
	+14.6%

	Dividend per share
- final

 
- total
	6.0p

9.0p
	5.4p

8.1p
	

	* before amortisation of goodwill
	


· Strong sales growth driven by

· increasing Airbus production rates

· contribution from acquisitions

· high demand for anti-submarine warfare equipment
· Successful integration of recent acquisitions
· Advanced Programming Concepts Inc acquired in July
· New orders boost order book in 2000

· Ultra’s ability to offer unique, niche technology driving future growth

· HiPPAG contract secured on US Navy’s Super Hornet

Dr Julian Blogh, Chief Executive, commented: “The Group’s order book at the year end stood at £264 million and has risen significantly since then as a result of further sonobuoy orders and contracts on Astute and Eurofighter.  The Board believes the key to growth in today’s market environment is the consistent delivery of world leading, niche products and close relationships with prime contractors.  In this respect Ultra is in an excellent position to achieve future growth objectives.”

- Ends -
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Ultra Electronics Holdings plc

(“Ultra” or “the Group”)

PRELIMINARY AUDITED RESULTS FOR THE YEAR ENDED 30 DECEMBER 1999

Ultra has achieved another successful year, producing headline earnings per share growth before amortisation of goodwill of over 14%.  This has been achieved against a background of increased market consolidation in the UK and Continental Europe as the defence industry has restructured to keep pace with developments in the US.  Businesses have continued to strengthen their market positions and the results reflect our solid positioning in niche market areas and the strength of our relationships with prime contractors.

RESULTS

Sales increased by 21.6% to £193.0 million (1998: £158.7 million), with 5.0% of this increase through organic growth.  Operating margins declined slightly to 12.7%, as expected, reflecting the impact of acquisitions made at the end of 1998.  

Excluding one-off restructuring costs, operating margins would have been 13.4%, consistent with the previous year.  The restructuring undertaken has strengthened the Group’s businesses and the contribution from recent acquisitions is expected to grow significantly over the next few years. 

Operating profit before amortisation of goodwill for the period increased by 17.7%, year on year, to £24.6 million.  Profit before tax and the amortisation of goodwill increased 10.2% to £23.2 million (1998: £21.1 million).  

With a tax rate of 29%, this led to a 14.6% increase in earnings per share to 25.9p.  After capital expenditure of £4.4 million, new product development expenditure of £10.1 million and the acquisition of Advanced Programming Concepts Inc. (“APC”) for £6.0 million in June, the Group ended the year with net debt of £11.7 million.

From a neutral position at the end of last year, debt increased to £11.7 million at 30 December 1999.  Three factors contributed to this, namely £5.9 million invested in new business acquisitions, planned investments in the recently acquired US sonobuoy business and some unwinding of customer deposits.  The underlying operating cash flow was satisfactory.

DIVIDEND

The Directors are recommending a final dividend of 6p per share, an 11.1% increase over last year (1998: 5.4p per share).  With the interim dividend of 3.0p, this makes a total dividend for the year of 9.0p (1998: 8.1p).  If approved, the dividend will be paid on 3 May 2000 to shareholders on the register on 24 March 2000.

ACQUISITIONS

During July 1999, Ultra strengthened its Sea Systems division through the acquisition of APC, based in Austin, Texas for $9.5 million (£6.0 million).  APC is involved in the development and supply of command and control systems to the US Navy, Army and Air Force and brings important new technology and customer relationships to the Group. 

MARKETS

In defence markets, the year has seen significant changes across the industry, both in procurement methodology and the relationships between suppliers and prime contractors.  The introduction of Smart Procurement by the UK MoD is putting increased focus on avoiding delays and cost overruns on major contracts.  In addition, the year saw further consolidation amongst Europe’s tier 1 contractors, most notably the formation of BAE Systems from the activities of British Aerospace and GEC’s Marconi Electronic Systems’ division and the merger of Aerospatiale Matra, DASA and CASA to form EADS.  

Both of these developments have given prime contractors greater influence with regard to the overall successful management of programmes.  Ultra is well positioned to take advantage of these changes through its strong partnering links and unique technology. 

Civil markets showed some distinct trends in 1999, with Airbus achieving a 50% market share of orders for large passenger jets.  The healthy regional aircraft market has seen jets take an increased proportion of orders from turboprop powered aircraft and in the business sector the demand for both turboprop and jet aircraft continued to grow. 

OPERATIONAL REVIEW

Air Systems

Air Systems achieved another year of strong growth, with total sales up by 17.4% to £129.4 million (1998: £110.2 million).  Significant factors driving growth were increased Airbus production rates and higher global demand for sonobuoys.  In addition, a full year of sales from Undersea Sensor Systems Inc (“USSI”) was included for the first time in this year’s results.  This business was relocated during the year and results were satisfactory.

Excluding sales from USSI, the division achieved strong organic growth of 10.8%.  This growth produced an improvement in operating margin to 14.0% from 13.2% in 1998.

In military markets, demand for anti submarine warfare (“ASW”) equipment was very high, with major sonobuoy orders received from the US, UK, Canada, France and Korea.  As a result of these and other orders, sales of Ultra’s ASW equipment were 42% higher than in 1998.  In the UK, the Group completed the development of HIDAR, the first digital production sonobuoy in the world.  In addition, Hermes won its single, largest ever order for DIFAR sonobuoys from the US Navy. 

In the related business of sonobuoy receivers, Flightline delivered for both the UK’s Nimrod MRA4 and Canadian Aurora maritime patrol aircraft.  Reflecting the success of these programmes, the Group was awarded a contract towards the year-end to adapt its receiver for the European NH90 helicopter.

The unique High Pressure Pure Air Generator (“HiPPAG”), Ultra’s system for cooling infra-red missiles, won important new contracts on key platforms during the year.  A qualification contract for the US Navy’s F/A-18E/F Super Hornet was secured.  Additionally, HiPPAG has now been adapted for a role in the pneumatic ejection of munitions from aircraft, helping the Group establish strong links with Boeing and Lockheed Martin.  

In civil markets, sales of UltraQuiet, Ultra’s market leading noise and vibration control equipment for aircraft cabins, were affected by reduced demand for turboprop commuter aircraft.  However, the system was offered as an option on the Canadair Challenger 604 Corporate jet for the first time and the take up has been encouraging.  The equipment is also used to upgrade older aircraft and in 1999 the first retrofit customer was secured when UniAirways awarded Ultra a 

contract to upgrade four Bombardier Dash-8 aircraft.  UltraQuiet is a standard fit on the latest Bombardier Q-400 commuter turboprop.  

Furthermore, the Group’s Controls business signed a long-term agreement with Raytheon for the supply of its unique Hub Integrated Power Switching System (“HIPSS”) for propeller de-icing and anti-icing on the Beech 1900D.
The Group’s unique position as a supplier of landing gear computers to Airbus meant Ultra benefited from rising production rates through increased demand for original equipment manufacture and spares.  In addition, Ultra has been selected for exclusive negotiations to supply a system for the Airbus A318 aircraft.

Prospects

The Group continued to identify and focus investment on new areas of activity where it is well positioned to be a market and technical leader.  One such area is military vehicle electronics.  The Group is working closely with Alvis on the MRAV (battlefield taxi) programme. There are other opportunities in Europe and the US where Ultra expects to exploit its niche capability.

During 1999 Ultra confirmed its top ten status on the Airbus vendor rating list.  As a result Ultra was one of only three suppliers, and the only UK based supplier, invited to take part in a project aimed at defining procurement processes for avionics in future Airbus aircraft.

Through the continuing development of strong supplier relationships with many global aerospace and defence prime contractors, Ultra is capitalising on new opportunities to secure participation in future major programmes that will continue to generate growth.

Sea Systems

Sea Systems’ sales rose by 31.2% to £63.6 million (1998: £48.5 million), benefiting from the inclusion of results from APC for the first time and a first full year’s results from Power, Magnetics and Electronic Systems Ltd (“PMES”).  During the year the Group restructured two of the division’s businesses, reflecting changes in technology and order flow.  Organic growth declined at a similar rate to last year and operating margins were 10.2%.  The restructuring has been completed and the division is now positioned to benefit from the opportunities being presented in naval markets.

PMES, which was acquired at the end of 1998, has progressed in line with expectations and the cost saving measures that were adopted during the year have provided an excellent platform for profitable future growth.

APC performed as planned and is making a useful contribution, strengthening the Group’s capability.  The recent war in Kosovo reinforced the need for interoperable command and control equipment and confirms that this is a key area of growth. 

Several Sea Systems businesses have the opportunity to supply equipment onto the new Astute submarine and PMES has been awarded two significant contracts, worth over £6m.  Ultra has been selected to supply a degaussing system and will draw on its US technological capability.  The Astute contract is a good example of the benefits of exploiting the synergies that exist between Ultra’s businesses. 

TagTrak, the Group’s automated baggage reconciliation system, experienced delayed orders during the first half of the year as customers’ focused on year 2000 compliance issues.  However, the second half of the year saw enquiries returning to former levels, and prior to the year end, contracts were secured for Sri Lanka, Prague, Isle of Man and Inchon airports.

Early in 1999 the Group’s Magicard printer was further developed with the launch of a new Turbo range.  This range has been highly successful and contributed to a 50% rise in turnover for Magicard.  A patent was granted during the year for a holographic overlay, which gives the user an increased level of security against card forgery, enhancing future prospects.  

Prospects

In the UK, further opportunities are anticipated on Astute and the Type 45 anti-air warfare destroyer.  In the US there are further opportunities on the Virginia Class submarine and the DD21 destroyer.  Through the exploitation of its world leading technology and close customer relationships the division is facing the future with confidence.

GROUP OUTLOOK

The Group’s order book at the year end stood at £264 million and has risen significantly since then as a result of further sonobuoy orders and contracts on Astute and Eurofighter.  The Board believes the key to growth in today’s market environment is the consistent delivery of world leading, niche products and close relationships with prime contractors.  In this respect Ultra is in an excellent position to achieve future growth objectives.
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Ultra Electronics Holdings plc 

Preliminary Results for the Year Ended 30 December 1999

Consolidated Profit and Loss Account

	
	
	1999
	1998

	
	Note
	£000
	£000

	
	
	
	

	Turnover
	
	
	

	  - continuing operations
	
	189,586
	158,654

	  - acquisitions
	
	3,395
	-

	
	1
	192,981
	158,654

	
	
	
	

	Cost of sales
	
	
	

	  - continuing operations
	
	(142,454)
	(116,773)

	  - acquisitions
	
	(2,520)
	-

	
	
	(144,974)
	(116,773)

	
	
	
	

	Gross profit
	
	
	

	  - continuing operations
	
	47,132
	41,881

	  - acquisitions
	
	875
	-

	
	
	48,007
	41,881

	
	
	
	

	Other operating expenses (net)
	
	(24,773)
	(21,026)

	
	
	
	

	Operating profit
	
	
	

	  - continuing operations
	
	22,693
	20,855

	  - acquisitions
	
	541
	-

	
	
	23,234
	20,855

	
	
	
	

	Interest receivable and similar income
	
	254
	390

	Interest payable and similar charges
	
	(1,557)
	(188)

	
	
	
	

	Profit on ordinary activities before taxation
	
	21,931
	21,057

	Tax on profit on ordinary activities
	2
	(6,372)
	(6,416)

	
	
	
	

	Profit on ordinary activities after taxation, being profit for the financial year
	
	15,559
	14,641

	
	
	
	

	Dividends paid and accrued
	
	(5,871)
	(5,265)

	Retained profit for the year
	
	9,688
	9,376

	
	
	
	

	Earnings per ordinary share (pence)
	
	
	

	  After goodwill amortisation
	
	
	

	  - Basic
	
	23.9p
	22.5p

	  - Diluted
	
	23.8p
	22.4p

	  Before goodwill amortisation
	
	
	

	  - Basic
	
	25.9p
	22.6p

	
	
	
	


Ultra Electronics Holdings plc

Preliminary Results for the Year Ended 30 December 1999

Group Balance Sheet at 30 December 1999

	
	
	1999
	1998

	
	Note
	£000
	£000

	
	
	
	

	Fixed assets
	
	
	

	Tangible assets
	
	14,874
	13,343

	Intangible assets - patents and trademarks
	
	291
	-

	Intangible assets - goodwill
	
	27,374
	19,649

	Investments
	
	342
	516

	
	
	42,881
	33,508

	
	
	
	

	Current assets
	
	
	

	Stocks
	
	20,885
	23,276

	Debtors: amounts falling due after more than one year
	
	1,199
	1,417

	Debtors: amounts falling due within one year
	
	37,075
	22,968

	Cash at bank and in hand
	
	12,976
	14,607

	
	
	72,135
	62,268

	
	
	
	

	Creditors: amounts falling due within one year
	
	(86,489)
	(77,986)

	Net current liabilities
	
	(14,354)
	(15,718)

	
	
	
	

	Total assets less current liabilities
	
	28,527
	17,790

	
	
	
	

	Creditors: amounts falling due after more than one year
	
	(500)
	(557)

	Provisions for liabilities and charges
	
	(4,613)
	(4,235)

	Net assets
	
	23,414
	12,998

	
	
	
	

	Capital and reserves
	
	
	

	Called-up share capital
	
	3,266
	3,250

	Share premium account
	3
	24,291
	23,050

	Profit and loss account
	3
	(4,143)
	(13,302)

	Equity shareholders’ funds 
	
	23,414
	12,998


Ultra Electronics Holdings plc

Preliminary Results for the Year Ended 30 December 1999

Consolidated Cash Flow Statement
	
	Note
	1999
	1998

	
	
	£000
	£000

	
	
	
	

	Net cash inflow from operating activities
	4
	12,564
	25,466

	
	
	
	

	Returns on investments and servicing of finance
	
	(1,267)
	247

	Taxation
	
	(7,761)
	(6,484)

	Capital expenditure and financial investment
	
	(4,355)
	(3,699)

	Acquisitions (excluding debt acquired)
	
	(5,846)
	(17,749)

	Equity dividends paid
	
	(5,461)
	(4,875)

	Cash (outflow) before use of liquid resources and financing
	
	(12,126)
	(7,094)

	Financing
	
	10,316
	12,721

	(Decrease)/Increase in cash in the year
	
	(1,810)
	5,627

	
	
	
	

	
	
	
	


Consolidated statement of total recognised gains and losses

	
	1999
	1998

	
	£000
	£000

	
	
	

	Group profit for the financial year
	9,688
	9,376

	Gain/(loss) on foreign currency translation
	27
	(508)

	
	9,715
	8,868

	
	
	


Notes:

1. Turnover by geographical destination

	

	1999
	1998

	
	£000
	£000

	
	
	

	United Kingdom
	104,840
	85,715

	Continental Europe
	23,024
	20,967

	North America
	57,664
	42,948

	Rest of World
	7,453
	9,024

	
	192,981
	158,654

	
	
	


2. Taxation

	
	1999
	1998

	
	£000
	£000

	
	
	

	UK tax
	5,785
	5,823

	Overseas tax
	587
	593

	
	6,372
	6,416

	
	
	


3. Reserves

	
	

	
	
Share


premium
	
Profit and


loss account

	
	£000
	£000

	
	
	

	Beginning of year
	23,050
	(13,302)

	Retained profit for the year
	-
	9,688

	Amounts gifted to Employee  
Share Ownership Trust 
	-
	(556)

	Issue of new shares
	1,241
	-

	Foreign exchange differences
	-
	27

	End of year
	24,291
	(4,143)


4. Reconciliation of operating profit to operating cash flow

	

	1999
	1998

	
	£000
	£000

	
	
	

	Operating profit
	23,234
	20,855

	Depreciation and amounts written off  tangible fixed assets
	3,253
	2,504

	Amortisation of goodwill
	1,311
	41

	Amortisation of patents and trademarks
	7
	-

	Provision against investments
	344
	282

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

	Increase/(decrease) in stocks
	262
	(3,036)

	(Increase)/decrease in debtors
	(13,309)
	3,956

	(Decrease)/increase in creditors
	(2,899)
	298

	Increase in provisions
	375
	534

	Other
	(6)
	10

	Net cash inflow from operating activities
	12,564
	25,466


Reconciliation of net cash flow to movement in net debt


	
	1999
	1998

	
	£000
	£000

	
	
	

	(Decrease)/Increase in cash in the year
	(1,810)
	5,627

	Cash (inflow) from increase in debt and lease financing
	(9,678)
	(11,638)

	Change in net debt resulting from cash flows
	(11,488)
	(6,011)

	Debt and finance leases acquired with subsidiary undertakings
	-
	(2,786)

	Translation difference
	(106)
	(282)

	Movement in net (debt) in the year
	(11,594)
	(9,079)



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

	Net (debt) at end of year
	(11,706)
	(112)


5. The consolidated financial information has been prepared on a basis consistent with the consolidated financial statements for the year ended 30 December 1998.

6. The financial information set out above does not comprise the Company’s statutory accounts.  Statutory accounts for the previous financial year ended 30 December 1998 have been delivered to the Registrar of Companies.  The accounts for the year ended 30 December 1999 have not been delivered to the Registrar of Companies.

7. Copies of the annual report will be sent to shareholders in due course and will also be available from the Company’s registered office at 417 Bridport Road, Greenford, Middlesex, UB6 8UA.
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