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PRELIMINARY AUDITED RESULTS FOR THE YEAR ENDED 30 DECEMBER 2000

FINANCIAL HIGHLIGHTS

	
	Year ended
	Year ended
	
Change

	
	30 December 2000  
	30 December 1999
	

	
	
	
	

	Turnover
	£226.9m
	£193.0m
	+18%

	Operating profit*
	£30.3m
	£24.5m
	+24%

	Profit before tax*
	£25.6m
	£23.2m
	+10%

	Earnings per share*
	29.0p
	25.9p
	+12%

	Dividend per share
- final

 
- total
	6.5p

9.7p
	6.0p

9.0p
	

	* before amortisation of goodwill


· Emphasis on battlespace IT being rewarded with contracts

· Successful, strategic acquisition of DF Group

· Order book of £275m, increased over 1999

· Shared Data Environment initial successes

Dr Julian Blogh, Chief Executive, commented: “2000 saw another successful year of growth for Ultra as well as important progress in the strategic development of the Group.  Sales for 2001 and subsequent years are supported by an order book of approximately £275m, which includes over £35m of orders for the Astute submarine.  This, together with a continuing strong order backlog for our Anti Submarine Warfare products, gives the Board confidence regarding Ultra's future growth prospects.”

- Ends -
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PRELIMINARY AUDITED RESULTS FOR THE YEAR ENDED 30 DECEMBER 2000

Ultra Electronics has enjoyed another year of good growth in both sales and profits, confirming the continued success of its policy of concentrating on niche areas in Aerospace and Defence.  Total sales have grown by 18%, profit before tax by 10% and EPS by 12%. 

Furthermore, the Group made important progress this year in strengthening its strategic position through successes in new markets, investment in new products and the acquisition of complementary businesses.

RESULTS

Group turnover increased by 18% in 2000 to £226.9m; sales have now grown on average at more than 15% per annum over the past five years.  Operating profit before goodwill amortisation was 24% higher at £30.3m and has increased at an annual rate of 21% since Ultra was first listed in 1996.  The profit result reflects an improvement in operating margin to 13.4% in the year (1999: 12.7%).  A feature of these results was continuing strong organic growth; underlying sales were 7% higher and underlying operating profit increased by 10% due to the higher margin. 

Profit before tax and amortisation was 10% higher at £25.6m (1999: £23.2m).  Earnings per share increased by 12% to 29.0p and the Group ended the year with a net debt of £55.9m after capital expenditure of £3.3m, new product investment of £9.6m and the acquisition of the DF Group for £44.7m.

Dividend

The proposed final dividend is 6.5p, bringing the total dividend for the year to 9.7p.  This represents an increase of 8% over last year.  If approved, the dividend will be paid on 30 April 2001 to shareholders on the register on 23 March 2001.

STRATEGIC DEVELOPMENT

In an environment of industry consolidation, Ultra will continue to pursue its strategy of focusing on the development and supply of technically advanced components and sub-systems to the major prime contractors. Ultra is also evolving to be able to supply sophisticated products and integrated systems directly to the end-customer and increasingly to be the prime contractor for these systems.  Ultra now is of a size and has the financial strength for customers to feel comfortable in awarding contracts of an ever-increasing value to the Group.

Ultra has enhanced its capability to provide systems to support the military need for fast reaction and mobility.  During the year, the winning of a number of contracts of strategic importance rewarded this effort.  These included a development contract for a major part of the electrical and electronic systems for the Anglo-German-Dutch MRAV vehicle or ‘battlefield taxi’; a demonstration contract for MINDER, a land mine detection system and further contracts to enhance our battlespace information systems.  Each of these could play a major role in the growth of the Group in the medium term.

To reflect the shift in Ultra’s activities, its two divisions have been renamed ‘Air and Land Systems’ and ‘Information and Sea Systems’ and the organisation adapted to ensure continuing focus on growth areas.  Ultra’s traditional business continues to prosper and an important success was achieved when the only competitor for the next generation UK sonobuoy system withdrew from the programme.

ACQUISITIONS

In April 2000, Ultra made its largest acquisition to date when it purchased the DF Group consisting of two divisions, Datel Defence Ltd (Datel) and Ferranti Air Systems Ltd (FASL), for £44.7m funded through its banking facilities.  Datel is a software and systems business that provides software solutions for the defence industry.  One of its principal activities is to produce software for mission computers on military aircraft.  Datel also supplies the internet-based Shared Data Environment product.

FASL provides Information Technology solutions for airports worldwide from flight information displays providing passenger information to management of airport databases and the integration of specialist airport IT systems.  It is an excellent fit with Ultra’s original Airport Information Systems business, incorporating TagTrak baggage reconciliation, and on 1 January 2001 the businesses were integrated to create a broader airport information systems business. 

Both arms of this acquisition operate in areas of high market growth and are expected to contribute significantly to the expansion of Ultra in the future.

OPERATIONAL REVIEW

Air and Land Systems

Air and Land Systems comprises ten businesses in the UK and in North America supplying electronic and electromechanical components, sub-systems and products for civil aerospace and defence applications.

Air and Land Systems maintained its record of strong growth over the course of the year, with sales 22% higher at £158.3m. Key contributors to this performance were a high demand for sonobuoys and on-board acoustic equipment, an excellent result at Measurement Systems Inc in the USA and the first year impact of Datel Defence Ltd.  Excluding sales from Datel, the division recorded organic sales growth of 13%.  Organic profit growth was 12%, contributing to an overall operating profit for the division of £22.1m, an operating margin of 14%.

The acquisition of Datel has enhanced Ultra’s systems and software capabilities and broadened the Group’s offering for future aircraft.  A major part of Datel’s activity is supporting BAE Systems on sub-systems developed for the various versions of the Tornado aircraft.  As the in-service life of Tornado is extended by continued weapon systems upgrades, Datel should benefit from a constant stream of specialist work, for which it is an integral part of BAE Systems’ team.

During 2000, Datel has developed and made initial sales of its highly promising Shared Data Environment product.  SDE allows multi-site working for a project team with secure exchange of project data in a controlled and configured fashion across the internet.

As expenditure on Anti Submarine Warfare (ASW) remained buoyant, Ultra’s sonobuoy businesses continued to perform well:

· At Undersea Sensor Systems Inc, Ultra’s US sonobuoy business, production started in its newly built facility on the three primary products, DIFAR, DICASS and ADAR. 

· Ultra was awarded 55% by value of the US Navy’s sonobuoy requirement for Fiscal Year 2000.  In addition, the Group booked significant sonobuoy export orders worldwide.

· All three of Ultra's sonobuoy businesses are involved in feasibility studies for new advanced sensor systems capable of detecting, tracking and reporting contacts.  This should ensure a continuing flow of new sonobuoy products for the future. 

Civil aerospace is following a long-term trend of 5% per annum increases in demand for passenger travel.  This underpins the demand for new aircraft.  Ultra supplies equipment mainly to Airbus Industrie which continues to increase aircraft production rates year on year.  This has generated increased demand for the landing gear computers and harnesses that are supplied by the Controls and Electrics businesses respectively.

The other businesses in this division also continued to perform well:

· MSI in the USA achieved a significant win on the "AVCATT–A" helicopter tactical trainer as the supplier of choice for a significant sub-system on this multi-year programme.  This award moves MSI up the supply chain from component supplier into systems design and manufacture.

· Electrics is developing innovative electronic controls and monitoring systems for advanced land fighting vehicles.  Development work continues successfully on the Anglo-German-Dutch MRAV vehicle, the “battlefield taxi”. 

· Weapons Systems was awarded a five-year extension to the contract, with enhanced scope, for providing repair and overhaul services for the UK MoD’s stock of Sidewinder missile guidance and control systems.

· The innovative High Pressure Pure Air Generator (HiPPAG) equipment from Weapons Systems was supplied for the upgrade of a number of front line UK and US aircraft.  Excellent progress was achieved in demonstrating the suitability of HiPPAG for pneumatic ejection of weapons from aircraft.  

· Flightline achieved good progress, winning its first production order to supply sonobuoy receivers for the upgraded US helicopter, the SH60R.

Information and Sea Systems

Information and Sea Systems comprises seven businesses in the UK and North America, supplying IT solutions and command, control and communications systems, sub-systems and products for aerospace and defence applications.

Sales in 2000 were £68.6m, an increase of 8% over the previous year.  After eliminating the impact of the acquisition of FASL and the full year effect of the 1999 acquisition of Advance Programming Concepts Inc, organic sales declined by 7%.  A number of long running contracts have come to an end, notably for the supply of command systems equipment for the Type 23 frigate.  New programmes, including the UK Astute and the US Virginia classes of submarine, will reach full activity levels in 2001 for Ultra.  At the year end, the order book was up by 47% over the previous year, giving confidence that positive growth will be achieved in Information and Sea Systems in 2001.  Moreover the operating margin increased by nearly 2% to 12% as a result of a series of initiatives to reduce the cost base in the division.  Organic profit growth of 5% was recorded, bringing the operating profit to £8.2m.
During the year, the Group completed the acquisition of FASL, which has enhanced Ultra’s capability in Information Technology systems for airports and airlines worldwide.  FASL operates in a growth market - independent data sources show growth projections for worldwide airport infrastructure spending of above 5% per annum.  As part of a growing product portfolio, FASL has been selected as BAA’s preferred supplier for the Supervisory Control And Data Acquisition (SCADA) system for London Heathrow Airport.  Given the likely level of future investment at Heathrow, this is a major opportunity.

Success in future armed conflicts will increasingly depend on managing information flows effectively.  Digitisation of the battle-space is becoming, therefore, a dominant theme in defence expenditure.  Ultra’s businesses are well positioned for this development:

· APC, acquired in 1999, has brought a leading-edge capability to fuse data from many different types of military sensors and data links and to display a real-time view of the tactical battlespace.  Over 200 of its Air Defence Systems Integrator (ADSI) product have been deployed worldwide by US and Allied forces to fulfil this role.

· Ultra’s Command and Control Systems has been awarded an MoD-funded feasibility study for the MINDER land mine detection and route proving system, for which Ultra is leading an international team. 

· Command and Control Systems has developed, in collaboration with DERA, the ‘Olympus’ collaborative planning aid.  This practical demonstration of battlefield digitisation has successfully completed field trials with the UK Army.  Ultra's work with the Defence Geographic and Intelligence Agency has enhanced their capability to manage both imagery and maps and has improved the process of delivering data to their military customers. 
· Ocean Systems was awarded a contract by NATO to develop and supply an advanced satellite-linked sonar system. 

In the field of electric power management for naval vessels, Ultra businesses in the UK and North America have been brought under single management to ensure co-ordination of marketing and product development.  Ultra’s power conversion technology will be applicable to future “all electric warships” and Ultra is well placed to exploit this capability in the US as well as in the UK.  

GROUP OUTLOOK

Ultra’s past emphasis on, and investment in, battlespace IT and military vehicle electronics is beginning to be rewarded with new contracts.  Furthermore, defence spending on electronics continues to grow and represents an increasing percentage of total defence budgets.  Long-term passenger growth in civil airlines shows no signs of slackening as reflected in higher production rates for Airbus and the recent decision to launch the A380.  

Group trading performance in 2001 to date has been satisfactory.  Sales for 2001 and subsequent years are supported by an order book of approximately £275m, which includes over £35m of orders for the Astute submarine.  This, together with a continuing strong order backlog for our Anti Submarine Warfare products, gives the Board confidence regarding Ultra's future growth prospects.

- Ends -
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Notes to Editors:

Ultra Electronics Holdings plc is a group of specialist businesses designing, manufacturing and supporting electronic and electromechanical systems, subsystems and products for international defence and aerospace markets.  The Group, which employs 2,500 people in the UK and North America, focuses on high integrity sensing, control, communications and display systems with an increasing emphasis on integrated Information Technology solutions.

Ultra Electronics Holdings plc

Preliminary Results for the Year Ended 30 December 2000

Consolidated Profit and Loss Account

	
	
	2000
	1999

	
	Note
	£000
	£000

	
	
	
	

	Turnover
	
	
	

	  - existing operations
	
	209,665
	192,981

	  - acquisitions
	
	17,267
	-

	Continuing operations
	1
	226,932
	192,981

	
	
	
	

	Cost of sales
	
	
	

	  - existing operations
	
	(158,332)
	(144,974)

	  - acquisitions
	
	(11,017)
	-

	Continuing operations
	
	(169,349)
	(144,974)

	
	
	
	

	Gross profit
	
	
	

	  - existing operations
	
	51,333
	48,007

	  - acquisitions
	
	6,250
	-

	Continuing operations
	
	57,583
	48,007

	
	
	
	

	Other operating expenses (net)
	
	(30,231)
	(24,773)

	
	
	
	

	Operating profit
	
	
	

	- existing operations before goodwill amortisation 
	27,336
	
	24,545
	

	- goodwill amortisation on existing operations
	(1,453)
	
	(1,311)
	

	
	
	
	
	

	  Existing operations
	
	25,883
	
	23,234

	
	
	
	
	

	- acquisitions before goodwill amortisation 
	2,989
	
	-
	

	- goodwill amortisation on acquisitions
	(1,520)
	
	-
	

	
	
	
	
	

	     Acquisitions
	
	1,469
	
	-

	Continuing operations
	
	27,352
	
	23,234

	
	
	
	

	Finance charges (net)
	
	(4,701)
	(1,303)

	
	
	
	

	Profit on ordinary activities before taxation
	
	22,651
	21,931

	Tax on profit on ordinary activities
	2
	(6,650)
	(6,372)

	
	
	
	

	Profit on ordinary activities after taxation, being profit for the financial year
	
	16,001
	15,559

	
	
	
	

	Dividends paid and proposed on equity shares
	
	(6,347)
	(5,871)

	Retained profit for the year
	
	9,654
	9,688

	
	
	
	

	Earnings per ordinary share (pence)
	
	
	

	  After goodwill amortisation
	
	
	

	  - Basic
	
	24.5p
	23.9p

	  - Diluted
	
	24.4p
	23.8p

	  Before goodwill amortisation
	
	
	

	  - Basic
	
	29.0p
	25.9p

	
	
	
	


Ultra Electronics Holdings plc

Preliminary Results for the Year Ended 30 December 2000

Group Balance Sheet at 30 December 2000

	
	
	2000
	1999
	

	
	Note
	£000
	£000
	

	
	
	
	
	

	Fixed assets
	
	
	
	

	Tangible assets
	
	16,145
	14,874
	

	Intangible assets - patents and trademarks
	
	507
	291
	

	Intangible assets - goodwill
	
	67,191
	27,374
	

	Investments
	
	364
	342
	

	
	
	84,207
	42,881
	

	
	
	
	
	

	Current assets
	
	
	
	

	Stocks
	
	19,235
	20,885
	

	Debtors: amounts falling due after more than one year
	
	548
	1,199
	

	Debtors: amounts falling due within one year
	
	50,792
	37,075
	

	Cash at bank and in hand
	
	12,823
	12,976
	

	
	
	83,398
	72,135
	

	
	
	
	
	

	Creditors: amounts falling due within one year
	
	(90,168)
	(86,489)
	

	Net current liabilities
	
	(6,770)
	(14,354)
	

	
	
	
	
	

	Total assets less current liabilities
	
	77,437
	28,527
	

	
	
	
	
	

	Creditors: amounts falling due after more than one year
	
	(41,804)
	(500)
	

	Provisions for liabilities and charges
	
	(2,646)
	(4,613)
	

	Net assets
	
	32,987
	23,414
	

	
	
	
	
	

	Capital and reserves
	
	
	
	

	Called-up share capital
	
	3,274
	3,266
	

	Share premium account
	3
	24,727
	24,291
	

	Profit and loss account
	3
	4,986
	(4,143)
	

	Equity shareholders’ funds 
	
	32,987
	23,414
	


Ultra Electronics Holdings plc

Preliminary Results for the Year Ended 30 December 2000

Consolidated Cash Flow Statement
	
	Note
	2000
	1999
	

	
	
	£000
	£000
	

	
	
	
	
	

	Net cash inflow from operating activities
	4
	19,790
	12,564
	

	
	
	
	
	

	Returns on investments and servicing of finance
	
	(3,923)
	(1,267)
	

	Taxation
	
	(5,058)
	(7,761)
	

	Capital expenditure and financial investment
	
	(3,312)
	(4,355)
	

	Acquisitions
	
	(44,721)
	(5,846)
	

	Equity dividends paid
	
	(6,011)
	(5,461)
	

	Cash outflow before use of liquid resources and financing
	
	(43,235)
	(12,126)
	

	Financing
	
	42,785
	10,316
	

	Decrease in cash in the year
	
	(450)
	(1,810)
	

	
	
	
	
	

	
	
	
	
	


Consolidated statement of total recognised gains and losses

	
	2000
	1999
	

	
	£000
	£000
	

	
	
	
	

	Group profit for the financial year
	9,654
	9,688
	

	(Loss)/Gain on foreign currency translation
	(680)
	27
	

	
	8,974
	9,715
	

	
	
	
	


Notes:

1. Turnover by geographical destination

	

	2000
	1999
	

	
	£000
	£000
	

	
	
	
	

	United Kingdom
	113,190
	104,840
	

	Continental Europe
	23,486
	23,024
	

	North America
	79,719
	57,664
	

	Rest of World
	10,537
	7,453
	

	
	226,932
	192,981
	

	
	
	
	


      Turnover and operating profit by division

	
	              Turnover
	              Profit

	

	2000
	1999
	2000
	1999

	
	£000
	£000
	£000
	£000

	
	
	
	
	

	Air and Land Systems
	158,315
	129,370
	22,104
	18,065

	Information and Sea Systems
	68,617
	63,611
	8,221
	6,480

	
	226,932
	192,981
	30,325
	24,545

	Goodwill amortisation
	
	
	(2,973)
	(1,311)

	Operating profit
	
	
	27,352
	23,234

	
	
	
	
	


2. Taxation

	
	2000
	1999
	

	
	£000
	£000
	

	
	
	
	

	UK tax
	5,966
	5,785
	

	Overseas tax
	684
	587
	

	
	6,650
	6,372
	

	
	
	
	


3. Reserves

	
	

	
	
Share


premium
	
Profit and


loss account

	
	
£000
	
£000

	
	
	

	Beginning of year
	24,291
	(4,143)

	Retained profit for the year
	-
	9,654

	Amounts gifted to Employee  



Share Ownership Trust 
	-
	(27)

	Goodwill previously written off included in retained profit
	-
	182

	Issue of new shares
	436
	-

	Foreign exchange differences
	-
	(680)

	End of year
	24,727
	4,986


4. Reconciliation of operating profit to operating cash flow

	

	2000
	1999

	
	£000
	£000

	
	
	

	Operating profit
	27,352
	23,234

	Depreciation and amounts written off tangible fixed assets
	4,329
	3,253

	Amortisation of goodwill
	2,973
	1,311

	Amortisation of patents and trademarks
	23
	7

	Provision against investments
	280
	344

	Loss/(Profit) on disposal of tangible fixed assets
	10
	(8)

	Decrease in stocks
	2,192
	262

	Increase in debtors
	(7,822)
	(13,309)

	Decrease in creditors
	(7,758)
	(2,899)

	(Decrease)/increase in provisions
	(1,982)
	375

	Other
	193
	(6)

	Net cash inflow from operating activities
	19,790
	12,564


Reconciliation of net cash flow to movement in net debt


	
	2000
	1999

	
	£000
	£000

	
	
	

	Decrease in cash in the year
	(450)
	(1,810)

	Cash inflow from increase in debt and lease financing
	(42,368)
	(9,678)

	Change in net debt resulting from cash flows
	(42,818)
	(11,488)

	Amortisation of finance costs of debt
	(38)
	-

	Debt and finance leases acquired with subsidiary undertakings
	(41)
	-

	New finance leases
	(177)
	-

	Translation difference
	(1,116)
	(106)

	Movement in net debt in the year
	(44,190)
	(11,594)

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

	Net debt at end of year
	(55,896)
	(11,706)


5. Five year review

	
	1996
	1997
	1998
	1999
	2000

	
	£m
	£m
	£m
	£m
	£m

	
	
	
	
	
	

	Turnover
	
	
	
	
	

	Existing operations
	121.4
	137.6
	157.9
	189.6
	209.6

	Acquisitions
	2.2
	5.7
	0.8
	3.4
	17.3

	Total turnover
	123.6
	143.3
	158.7
	193.0
	226.9

	
	
	
	
	
	

	Operating profit (before goodwill amortisation)
	14.0
	18.0
	20.9
	24.5
	30.3

	Operating profit margin % (before goodwill amortisation)
	11.3%
	12.6%
	13.2%
	12.7%
	13.4%

	
	
	
	
	
	

	Profit before goodwill amortisation and tax
	14.1
	18.1
	21.1
	23.2
	25.6

	Profit after taxation
	9.8
	13.2
	14.6
	15.6
	16.0

	
	
	
	
	
	

	Cash inflow from operating activities (see note 1)
	16.0
	17.0
	21.8
	8.2
	16.5

	Free cash flow before dividends and acquisitions
	12.9
	13.7
	15.5
	(0.8)
	7.7

	Net funds/(debt) at year-end
	5.7
	9.0
	(0.1)
	(11.7)
	(55.9)

	
	
	
	
	
	

	Headline earnings per share (p) (see note 2)
	16.1
	20.3
	22.6
	25.9
	29.0

	Dividends per share (p)
	-
	7.2
	8.1
	9.0
	9.7

	Average employee numbers
	1,467
	1,640
	1,707
	2,079
	2,303


Notes

1. Cash flow from operating activities is stated after capital expenditure and financial investments.

2. Headline earnings per share are calculated before goodwill amortisation and earnings dilution.

6. The consolidated financial information has been prepared on a basis consistent with the consolidated financial statements for the year ended 30 December 1999.

7. The financial information set out above does not comprise the Company’s statutory accounts.  Statutory accounts for the previous financial year ended 30 December 1999 have been delivered to the Registrar of Companies.  The accounts for the year ended 30 December 2000 have not been delivered to the Registrar of Companies.

8. 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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