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Ultra Electronics Holdings plc

(“Ultra” or “the Group”)

Interim Results for the Six Months to 30 June 1997

FINANCIAL HIGHLIGHTS

	
	1997
	1996
	Change

	Turnover
	£71.5m
	£57.8m
	+23.7%

	Operating profit
	£8.5m
	£7.3m
	+16.5%

	Profit before tax
	£8.7m
	£7.4m
	+16.7%

	Pro forma earnings per share
	9.7p
	7.7p
	+25.5%

	Dividend per share
	2.4p
	-
	-


· Good progress in first half with organic growth of 17%

· Strong performance from both divisions

     - Air systems: 25% sales growth reflecting buoyant military and civil aerospace markets

     - Sea systems: 22% sales growth reflecting continuing progress on major contracts

· Order book increased to record £230m (December 1996: £174m)

· Two US acquisitions successfully completed during period - Flightline and EMS

Peter Macfarlane, Chairman, commented: “With a healthy order book, combined with continued progress in both divisions and our recent acquisitions performing in line with expectations, the outlook for the year is encouraging.”

- Ends -
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Ultra Electronics Holdings plc

(“Ultra” or “the Group”)

Interim Results for the Six Months to 30 June 1997

FINANCIAL RESULTS

Turnover for the six months to 30 June 1997 was £71.5m, representing a 23.7% increase over the same period in 1996 (£57.8m).  Excluding the effect of acquisitions, organic growth was 17.2%.

Operating profit increased by 16.5% to £8.5m (1996: £7.3m), with operating margins of 11.9% (1996: 12.1%).  Profit before taxation for the period grew by 16.7% to £8.7m (1996: £7.4m) and earnings per share increased by 25.5% to 9.7p, compared to pro forma earnings per share for 1996 of 7.7p.

Operating cash flow continued to be strong with an inflow of £9.0m (1996: £10.2m), leaving the Group with a cash balance of £2.8m at 30 June 1997, after capital expenditure and acquisitions totalling £10.0m.

The Group’s treasury policy of managing the exposure to US and Canadian dollar transactions is to hedge net exposures via forward contracts covering a one to two year period.  This has protected the Group from the impact of the rise in the strength of sterling in the first half of 1997.  The Group does not hedge the earnings of overseas subsidiaries, which are translated at average rates of exchange.  The effect of higher exchange rates in 1997 has not had a material impact on the interim earnings from overseas subsidiaries.

An interim dividend of 2.4p per share will be paid on 1 October 1997 to those shareholders on the register at the close of business on 1 September 1997.  This payment represents approximately one third of the total anticipated annual dividend.

OPERATIONAL REVIEW

Air Systems’ sales grew by 24.9% to £45.6m (1996: £36.5m), of which 15.9% was organic growth, and operating profits increased by 14.1% to £5.0m (1996: £4.4m).  A number of important contracts were secured during the period.

In June, Ultra was selected to supply Active Noise and Vibration Control (”ANVC”) equipment to Canadair for the new Challenger 604 business jet and to retrofit earlier 604s.  This is a major success for the division as it is the first application of Ultra’s ANVC equipment to a turbofan aircraft.

In January, a key milestone was met on the development of the propeller electronic controller for the deHavilland Dash-8 400 aircraft following a highly successful test flight.

The value of equipment Ultra is supplying to the Nimrod 2000 programme has grown to £52.7m at 30 June, including the award of a £3.3m order for Link-11 equipment.


                                                                                                                  Page 1 of 6

The first HiPPAG units delivered to the US Marine Corps for the AV8B aircraft have recently entered into service and feedback from pilots has been positive.  A follow-on order for the AV8B worth £3.7m was received in March.

Sea Systems’ sales grew by 21.7% to £25.9m (1996: £21.3m), of which 20.3% was organic growth and operating profits increased by 20.1% to £3.5m (1996: £2.9m).  The division continues to execute its major programmes successfully.

Developments in flat screen technology have continued and a product range of multi-function flat screen operator consoles has been launched for applications in the military and civil markets.  Ultra is also in the final stages of securing further contracts for its TagTrak baggage reconciliation system.  Deliveries of FACDAR magnetic range equipment for the US navy have been satisfactorily completed and foreign military sales are continuing.

ACQUISITIONS

Flightline Electronics Inc (“Flightline”), based in Rochester, upper New York State, was purchased in May for £7.9m.  The acquisition strengthens the Group’s position in the market for submarine detection equipment and brings important technology in-house.

EMS Development Corporation (“EMS”), based in Long Island, New York was purchased in May 1997 for £1.0m.  EMS’ product range and customer base complements Ultra’s Magnetics business, which manufactures magnetic range systems, and will allow Ultra to offer a comprehensive magnetic silencing capability to navies world wide.

In July 1997 EMS won a £5.5m order from Electric Boat, a General Dynamics company, to develop a power supply system for the US navy’s NSSN submarine programme.  This is the largest development contract that EMS has ever been awarded, with potential for follow-on equipment orders.

PROSPECTS

Ultra’s order book has grown from £174.1m at 30 December 1996 to £229.8m at 30 June 1997, of which £8.9m represents the contribution from EMS and Flightline

Currently, there are no indications that the government’s defence review has delayed the placing of contracts and it appears unlikely that major existing programmes will be affected. This is supported by recent, positive comments from the government confirming its commitment to the UK defence industry.  The civil aerospace market remains buoyant and build rates announced by the major manufacturers should maintain demand for Ultra’s products.  Investment in new products aimed at the civil aerospace market continues at a high level.

With a healthy order book, combined with continued progress in both divisions and our recent acquisitions performing in line with expectations, the outlook for the year is encouraging.

- Ends - 
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Ultra Electronics Holdings plc

Consolidated Profit and Loss Account

for the Six Months to 30 June 1997

	
	Notes
	Six months to
	Six months to
	Year to 30

	
	
	30 June 1997
	30 June 1996
	December 1996

	
	
	£’000
	£’000
	£’000

	
	
	
	
	

	Turnover
	1
	
	
	

	  - continuing operations
	
	70,747
	57,803
	123,589

	  - acquisitions
	
	774
	-
	-

	
	
	--------------------
	--------------------
	--------------------

	
	
	71,521
	57,803
	123,589

	
	
	--------------------
	--------------------
	--------------------

	Operating profit
	3
	
	
	

	  - continuing operations
	
	8,493
	7,336
	13,958

	  - acquisitions
	
	51
	-
	-

	
	
	--------------------
	--------------------
	--------------------

	
	
	8,544
	7,336
	13,958

	
	
	
	
	

	Net interest receivable
	
	120
	90
	130

	
	
	--------------------
	--------------------
	--------------------

	Profit before taxation
	
	8,664
	7,426
	14,088

	
	
	
	
	

	Taxation
	2
	(2,357)
	(2,402)
	(4,244)

	
	
	
	
	

	
	
	--------------------
	--------------------
	--------------------

	Profit after taxation
	
	6,307
	5,024
	9,844

	
	
	
	
	

	Dividends
	4
	(1,560)
	(854)
	(1,017)

	
	
	--------------------
	--------------------
	--------------------

	Retained profits
	
	4,747
	4,170
	8,827

	
	
	--------------------
	--------------------
	--------------------

	
	
	
	
	

	Earnings per share (pence)
	5
	9.7
	7.3
	16.1

	
	
	
	
	

	Pro forma earnings per

  share (pence)
	3
	9.7
	7.7
	15.1


Ultra Electronics Holdings plc

Consolidated Balance Sheet

at 30 June 1997

	
	At 30 June
	At 30 June
	At 30 December

	
	1997
	1996
	1996

	
	£’000
	£’000
	£’000

	Fixed assets
	
	
	

	  Tangible assets
	10,204
	10,556
	9,817

	  Investments
	379
	-
	455

	
	--------------------
	--------------------
	--------------------

	
	10,583
	10,556
	10,272

	
	--------------------
	--------------------
	--------------------

	Current assets
	
	
	

	  Stocks
	15,673
	12,399
	14,453

	  Debtors
	29,600
	24,531
	32,428

	  Cash at bank and in hand
	2,748
	9,755
	5,722

	
	--------------------
	--------------------
	--------------------

	
	48,021
	46,685
	52,603

	
	
	
	

	Creditors: amounts falling due within one year
	(49,282)
	(42,322)
	(52,612)

	
	
	
	

	
	--------------------
	--------------------
	--------------------

	Net current (liabilities)/assets
	(1,261)
	4,363
	(9)

	
	
	
	

	
	--------------------
	--------------------
	--------------------

	Total assets less current liabilities
	9,322
	14,919
	10,263

	
	
	
	

	Creditors: amounts falling due after more than 

  one year
	(5,137)
	(6,429)
	(3,621)

	Provisions for liabilities and charges
	(3,571)
	(2,268)
	(2,745)

	
	
	
	

	
	--------------------
	--------------------
	--------------------

	Net assets
	614
	6,222
	3,897

	
	--------------------
	--------------------
	--------------------

	
	
	
	

	Capital and reserves
	
	
	

	  Called up share capital
	3,250
	17,641
	3,250

	  Share premium account
	23,026
	2,109
	23,026

	  Profit and loss account
	7,740
	6,966
	2,746

	
	--------------------
	--------------------
	--------------------

	Gross shareholders’ funds including non-equity 

  interests
	34,016
	26,716
	29,022

	Goodwill
	(33,402)
	(20,494)
	(25,125)

	
	--------------------
	--------------------
	--------------------

	Net shareholders’ funds including non-equity 

  interests
	614
	6,222
	3,897

	
	--------------------
	--------------------
	--------------------


Ultra Electronics Holdings plc

Consolidated Cash Flow Statement

for the Six Months to 30 June 1997

	
	Six months to
	Six months to
	Year to 30

	
	30 June 1997
	30 June 1996
	December 1996

	
	£’000
	£’000
	£’000

	
	
	
	

	Net cash inflow from operating activities
	9,039
	10,145
	18,280

	
	
	
	

	Returns on investment and servicing of finance
	144
	(546)
	(1,881)

	Taxation
	(2,179)
	(160)
	(1,183)

	Capital expenditure and financial investment
	(1,136)
	(1,283)
	(2,327)

	Acquisitions
	(4,774)
	-
	(6,137)

	Equity dividends paid
	-
	-
	(700)

	
	--------------------
	--------------------
	--------------------

	Cash inflow before use of liquid resources and financing
	1,094
	8,156
	6,052

	Financing
	(4,121)
	(146)
	(1,906)

	
	--------------------
	--------------------
	--------------------

	(Decrease)/increase in cash in the period 
	(3,027)
	8,010
	4,146

	
	--------------------
	--------------------
	--------------------

	
	
	
	

	Reconciliation of net cash flow to movement in net funds
	
	
	

	
	
	
	

	(Decrease)/increase in cash in the period 
	(3,027)
	8,010
	4,146

	Cash outflow from decrease in debt and lease financing
	4,078
	146
	151

	
	--------------------
	--------------------
	--------------------

	Change in net funds resulting from cash flows
	1,051
	8,156
	4,297

	Loans and finance leases acquired with subsidiary
	(4,071)
	-
	-

	Translation difference
	53
	3
	(163)

	
	--------------------
	--------------------
	--------------------

	Movement in net funds/debt in the period
	(2,967)
	8,159
	4,134

	Net funds at start of period
	5,668
	1,534
	1,534

	
	--------------------
	--------------------
	--------------------

	Net funds at end of period
	2,701
	9,693
	5,668

	
	--------------------
	--------------------
	--------------------

	
	
	
	

	Analysis of net funds
	
	
	

	  Cash at bank and in hand
	2,748
	9,755
	5,722

	  Finance leases
	(47)
	(62)
	(54)

	
	--------------------
	--------------------
	--------------------

	
	2,701
	9,693
	5,668

	
	--------------------
	--------------------
	--------------------


Ultra Electronics Holdings plc

	Notes:
	
	
	

	
	Six months
	Six months
	Year to

	
	to 30
	to 30
	30

	
	June
	June
	December

	
	1997
	1996
	1996

	
	£’000
	£’000
	£’000

	
	
	
	

	1. Turnover by geographical destination
	
	
	

	
	
	
	

	          United Kingdom
	47,581
	44,472
	93,977

	          Continental Europe
	7,760
	5,971
	10,997

	          North America
	12,621
	6,250
	14,815

	          Rest of World
	3,559
	1,110
	3,800

	
	--------------------
	--------------------
	--------------------

	
	71,521
	57,803
	123,589

	
	
	
	

	
	--------------------
	--------------------
	--------------------

	
	
	
	

	2. Taxation
	
	
	

	
	
	
	

	          United Kingdom - current year
	2,534
	2,402
	5,055

	                                     - prior year adjustment
	(207)
	-
	(813)

	          Overseas
	30
	-
	2

	
	--------------------
	--------------------
	--------------------

	
	2,357
	2,402
	4,244

	
	--------------------
	--------------------
	--------------------


3. Operating profit is stated after charging:

	          Allocation of free shares to UK employees

          of the Group on Ultra’s flotation
	-
	-
	610

	
	--------------------
	--------------------
	--------------------


     The tax charge for the six months to 30 June 1997 has been based on an estimated

     effective rate for the year to 30 December 1997 of 29.6% before prior year adjustments.

4. The proposed interim dividend of 2.4p per ordinary share will be paid on 1 October 1997 to shareholders on the register on 1 September 1997.

5.
Earnings per share for the six months to 30 June 1997 are based on earnings attributable to ordinary shareholders of £6,307,000 and 65 million shares in issue.

6.
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 1996 statutory accounts.  The 1996 full year figures have been extracted from those accounts which include an unqualified audit report and have been filed with the Registrar of Companies.  Copies of the interim report may be obtained from Ultra’s registered office, Bridport Road, Greenford, Middlesex, UB6 8UA.

