
Embargoed until 0730






       3 August 1998

Ultra Electronics Holdings plc

(“Ultra” or “the Group”)

Interim Results for the Six Months to 30 June 1998

FINANCIAL HIGHLIGHTS

Record interim results are announced by Ultra Electronics Holdings plc

	
	Six months to

30 June 

1998
	Six months to

30 June 

1997
	

	Turnover
	£78.2m
	£71.5m
	Up 9.4%

	Operating profit
	£9.9m
	£8.5m
	Up 16.5%

	Profit before tax
	£10.1m
	£8.7m
	Up 16.1%

	Earnings per share
	10.9p
	9.7p
	Up 12.4%

	Dividend per share
	2.7p
	2.4p
	Up 12.5%

	
	
	
	


· order book increased to £240.4m (30 December 1997: £228.8m)

· operating margins up to 12.7% from 11.9%

· strong conditions in the civil aerospace market

· the impact of the Strategic Defence Review is positive for Ultra

Peter Macfarlane, Chairman, commented:  “With the buoyant conditions in the civil aerospace market, new products gaining market acceptance and a healthy order cover for the remainder of 1998, the Board is confident of another year of progress”.

-   Ends   -

Enquiries:

Ultra Electronics Holdings plc




(03.08.98) 0171 583 4567

Dr Julian Blogh, Chief Executive



Thereafter 0181 813 4321
Ian Yeoman, Finance Director
www.ultra-electronics.co.uk
Square Mile Communications





      0171 583 4567

Rachel Gilman/Kirsty Hall

Page 1 of 1

Embargoed until 0730






       3 August 1998

Ultra Electronics Holdings plc

(“Ultra” or “the Group”)

Interim Results for the Six Months to 30 June 1998

FINANCIAL RESULTS

Turnover for the six months to 30 June 1998 reached a new record at £78.2m, representing a 9.4% increase on the same period last year (£71.5m) and organic growth of 5.4%.  Sales grew by 8.8% over the second half of 1997, which included a full six months’ contribution from acquisitions made in May 1997.

Operating profit increased by 16.5% to £9.9m (1997: £8.5m) with operating margins increasing to 12.7% (1997: 11.9%).  Profit before taxation grew by 16.1% to £10.1m and earnings per share increased by 12.4% to 10.9p (1997: 9.7p).  The tax charge represents an effective rate of 30% (1997: 27%), consistent with the outcome anticipated for 1998.

Operating cash flow was £7.2m (1997:  £9.0m) and the Group increased its net cash balance to £11.1m at 30 June 1998 (£9.0m at 30 December 1997).

An interim dividend of 2.7 pence per share (1997: 2.4p) is expected to be paid on 1 October to those shareholders on the register at the close of business on 7 September 1998.

The Group’s policy on hedging foreign exchange risk remained consistent with that adopted in 1997.  The impact of changes in the exchange rates used to translate the results of overseas subsidiaries, which are not hedged, was not material.

OPERATIONAL REVIEW

Air Systems

Air Systems’ sales grew by 17.8% to £53.7m (1997:  £45.6m) of which organic growth was 14.8%.  Operating profits increased by 32% to £6.6m (1997:  £5.0m) and operating margins improved to 12.3% (1997: 11.1%).

The buoyant conditions in the civil aerospace market led to increased demand for Ultra’s range of aerospace equipment.  Sales of Airbus equipment reached record levels, with production equipment and spares increasing by over 20% compared to 1997.

Confirmation that Ultra is to develop landing gear computers for the next generation of Airbus aircraft, the A340-500 and A340-600, was received in July.
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The award to Ultra in February 1998 of a £32m order to supply HIDAR (High Instantaneous Dynamic Range) sonobuoys to the UK MoD confirmed Ultra’s position as one of the world’s leading suppliers of sonobuoys, and the contract gives Ultra order cover for sonobuoys to 2003.

Ultra’s unique HIPSS propeller ice-protection system was flown for the first time in May, on a Raytheon Beech 1900D aircraft.  The flight test was highly successful and Ultra is in the process of defining a certifiable HIPSS system for installation on new and existing Beech 1900D aircraft.

In April Ultra’s Noise and Vibration Systems business was awarded a contract to supply the Active Noise Control System as standard equipment on the Raytheon Beech King Air 350 corporate aircraft.  The selection, which followed an open competition, has significantly enhanced the presence of Ultra’s Active Noise equipment trademarked ‘UltraQuiet’ in the corporate turboprop aircraft market.

Sea Systems

The performance of Sea Systems was as expected.  Sales reduced by 5.4% to £24.5m (1997:  £25.9m); excluding the contribution from EMS, acquired in 1997, the reduction was 11.1%.  Operating profits were £3.3m (1997:  £3.5m), resulting in an increase in operating margins to 13.6% (1997: 13.4%).

Recognising the changing market place for naval systems, which form the major part of Sea Systems’ activities, Ultra is adapting to the new environment by increasing its customer base and addressing the land based systems market.

Ultra’s Command and Control Systems business continued to execute major contracts successfully.  EMS Development Corporation, acquired in May 1997, is making satisfactory progress on the major contract to supply equipment for US Navy submarines which it won last year. 

Order intake for Ultra’s baggage reconciliation system for the six months to 30 June 1998 was close to £5m, with contracts to provide equipment for Gatwick, Glasgow, Vienna, Birmingham and Hong Kong’s new Chep Lap Kok airports being received.

Orders for command and control equipment for the Korean Navy’s KDX Batch 2 destroyers and the UK’s Astute class of submarine are being pursued, with awards expected in the next 12 months.  Furthermore, Ultra’s involvement in the integration of the Tomahawk Land Attack Missile into UK submarine control systems means that the Group expects to participate in work arising from the announcement in the Strategic Defence Review that these missiles are to be fitted on all of the UK’s attack submarines.

MARKETS

The results of the Government’s Strategic Defence Review were announced in early July.  Overall, the outcome of the review was positive for Ultra as it confirmed the UK’s commitment to a number of programmes which are important to the Group.  These include the production of 620 Eurofighter aircraft, the requirement for two additional Astute submarines, greater deployment of Tomahawk missiles and continued support for the new Nimrod and Merlin Anti-Submarine Warfare platforms.  The Review also set out the MoD’s drive for ‘smart procurement’.  This will involve the MoD developing closer 

relationships with defence suppliers, particularly in the earlier stages of programmes.  Ultra’s reputation and existing relationships mean that the Group is well placed to take advantage of this change in procurement policy.

Whilst there may be some deferment of activity due to the economic situation in Asia, this is not expected to have a significant impact on the future of the Group’s business due to the relatively low exposure to the region.

Airbus has continued to win market share and received over 50% of world wide large passenger jet aircraft orders booked in the first half of 1998.  To cater for this additional demand, Airbus production rates are forecast to increase from the current level of 17 single aisle aircraft per month to 22 per month by 2001.

PROSPECTS

The Group’s order book at 30 June was £240.4m (30 December 1997: £228.8m).  The majority of the increase comprises contracts won by the Air Systems division, a trend that is expected to continue.  With the buoyant conditions in the civil aerospace market, new products gaining market acceptance and a healthy order cover for the remainder of 1998, the Board is confident of another year of progress.

-   Ends   -

Enquiries:

Ultra Electronics Holdings plc




(03.08.98) 0171 583 4567

Dr Julian Blogh, Chief Executive



Thereafter 0181 813 4321
Ian Yeoman, Finance Director
 www.ultra-electronics.co.uk
Square Mile Communications





      0171 583 4567

Rachel Gilman/Kirsty Hall

Ultra Electronics Holdings plc

Consolidated Profit and Loss Account 

	
	
	Six months to
	
	Six months to
	
	Year to

	
	
	30 June 
	
	30 June 
	
	30 December 

	
	
	1998
	
	1997
	
	1997

	
	Note
	£’000
	
	£’000
	
	£’000

	
	
	
	
	
	
	

	Turnover
	
	
	
	
	
	

	- continuing operations
	
	78,177
	
	70,747
	
	137,617

	- acquisitions
	
	-
	
	774
	
	5,733

	
	1
	78,177
	
	71,521
	
	143,350

	
	
	
	
	
	
	

	Operating profit
	
	
	
	
	
	

	- continuing operations
	
	9,920
	
	8,493
	
	17,119

	- acquisitions
	
	-
	
	51
	
	834

	
	
	9,920
	
	8,544
	
	17,953

	
	
	
	
	
	
	

	Net interest receivable
	
	156
	
	120
	
	133

	
	
	
	
	
	
	

	Profit before taxation
	
	10,076
	
	8,664
	
	18,086

	
	
	
	
	
	
	

	Taxation
	2
	(3,023)
	
	(2,357)
	
	(4,920)

	
	
	
	
	
	
	

	Profit after taxation
	
	7,053
	
	6,307
	
	13,166

	
	
	
	
	
	
	

	Dividends
	3
	(1,755)
	
	(1,560)
	
	(4,680)

	
	
	
	
	
	
	

	Retained profits
	
	5,298
	
	4,747
	
	8,486

	
	
	
	
	
	
	

	Earnings per share (pence)
	4
	10.9
	
	9.7
	
	20.3


Ultra Electronics Holdings plc

Consolidated Balance Sheet 
	
	
	At 
	
	At 
	
	At 

	
	
	30 June
	
	30 June
	
	30 December

	
	
	1998
	
	1997
	
	1997

	
	Note
	£’000
	
	£’000
	
	£’000

	
	
	
	
	
	
	

	Fixed assets
	
	
	
	
	
	

	Tangible assets
	
	10,750
	
	10,204
	
	10,726

	Investments
	
	549
	
	379
	
	303

	
	
	11,299
	
	10,583
	
	11,029

	
	
	
	
	
	
	

	Current assets
	
	
	
	
	
	

	Stocks
	
	18,883
	
	15,673
	
	17,529

	Debtors
	
	29,617
	
	29,600
	
	25,877

	Cash at bank and in hand
	
	11,120
	
	2,748
	
	9,001

	
	
	59,620
	
	48,021
	
	52,407

	
	
	
	
	
	
	

	Creditors: amounts falling due within 

  one year
	
	(52,001)
	
	(49,282)
	
	(53,466)

	
	
	
	
	
	
	

	Net current assets/(liabilities)
	
	7,619
	
	(1,261)
	
	(1,059)

	
	
	
	
	
	
	

	Total assets less current liabilities
	
	18,918
	
	9,322
	
	9,970

	
	
	
	
	
	
	

	Creditors: amounts falling due after

  more than one year
	
	(5,805)
	
	(5,137)
	
	(2,416)

	Provisions for liabilities and charges
	
	(3,775)
	
	(3,571)
	
	(3,416)

	
	
	
	
	
	
	

	Net assets
	
	9,338
	
	614
	
	4,138

	
	
	
	
	
	
	

	Capital and reserves
	
	
	
	
	
	

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

	Share premium account
	
	23,043
	
	23,026
	
	23,036

	Profit and loss account
	5
	(16,955)
	
	(25,662)
	
	(22,148)

	Equity shareholders’ funds 
	
	9,338
	
	614
	
	4,138


Ultra Electronics Holdings plc

Consolidated Cash Flow Statement 

	
	Six months to
	
	Six months to
	
	Year to

	
	30 June
	
	30 June 
	
	30 December

	
	1998
	
	1997
	
	1997

	
	£’000
	
	£’000
	
	£’000

	
	
	
	
	
	

	Net cash inflow from operating activities
	7,183
	
	9,039
	
	19,752

	
	
	
	
	
	

	Returns on investment and servicing of 

  finance
	158
	
	144
	
	133

	Taxation
	(397)
	
	(2,179)
	
	(3,423)

	Capital expenditure and financial 

  investment
	(1,701)
	
	(1,136)
	
	(2,750)

	Acquisitions
	-
	
	(4,774)
	
	(4,839)

	Equity dividends paid
	(3,120)
	
	-
	
	(1,560)

	
	
	
	
	
	

	Cash inflow before use of liquid 

  resources and financing
	2,123
	
	1,094
	
	7,313

	Financing
	(1)
	
	(4,121)
	
	(4,108)

	
	
	
	
	
	

	Increase/(decrease) in cash in the period
	2,122
	
	(3,027)
	
	3,205

	
	
	
	
	
	

	
	
	
	
	
	

	Reconciliation of net cash flow to movement in net funds

	
	
	
	
	
	

	Increase/(decrease) in cash in the period
	2,122
	
	(3,027)
	
	3,205

	Cash outflow from decrease in debt and 

  lease financing
	8
	
	4,078
	
	4,068

	Change in net funds resulting from cash

  flows
	2,130
	
	1,051
	
	7,273

	Loans and finance leases acquired with

  subsidiary
	-
	
	(4,071)
	
	(4,048)

	Translation difference
	(3)
	
	53
	
	74

	Movement in net funds/debt in the period
	2,127
	
	(2,967)
	
	3,299

	Net funds at start of period
	8,967
	
	5,668
	
	5,668

	Net funds at end of period
	11,094
	
	2,701
	
	8,967

	
	
	
	
	
	

	Analysis of net funds
	
	
	
	
	

	Cash at bank and in hand
	11,120
	
	2,748
	
	9,001

	Finance leases
	(26)
	
	(47)
	
	(34)

	
	11,094
	
	2,701
	
	8,967


Ultra Electronics Holdings plc

Notes to the Interim Statement

	
	Six months to
	
	Six months to
	
	Year to

	
	30 June 
	
	30 June
	
	30 December

	
	1998
	
	1997
	
	1997

	
	£’000
	
	£’000
	
	£’000

	
	
	
	
	
	

	1.  Turnover by geographical destination

	
	
	
	
	
	

	United Kingdom
	42,258
	
	47,581
	
	87,881

	Continental Europe
	10,845
	
	7,760
	
	12,899

	North America
	20,590
	
	12,621
	
	34,677

	Rest of World
	4,484
	
	3,559
	
	7,893

	
	78,177
	
	71,521
	
	143,350

	
	
	
	
	
	

	
	
	
	
	
	

	2.  Taxation
	
	
	
	
	

	
	
	
	
	
	

	United Kingdom – current year
	3,053
	
	2,534
	
	5,654

	United Kingdom – prior year adjustment
	(145)
	
	(207)
	
	(934)

	Overseas
	115
	
	30
	
	200

	
	3,023
	
	2,357
	
	4,920


The tax charge for the six months to 30 June 1998 has been based on an estimated effective rate for the year to 30 December 1998 of 30%.

3.
The proposed interim dividend of 2.7p per ordinary share is expected to be paid on 1 October 1998 to shareholders on the register on 7 September 1998.

4. Earnings per share for the six months to 30 June 1998 are based on earnings attributable to ordinary shareholders of £7,053,000 and 65,004,162 shares in issue.

5. Profit and loss account

The profit and loss account balance is stated net of a cumulative write-off of goodwill amounting to £33,454,000 at 30 June 1998 and 30 December 1997 and £33,402,000 at 30 June 1997.

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 1997 statutory accounts.  The 1997 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.







