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Ultra Electronics Holdings plc

(“Ultra” or “the Group”)

Ultra Consolidates its Position in the US Sonobuoy Market  with US$21.6 million Acquisition

Ultra, the UK based aerospace and defence electronics group, announces that it has agreed to acquire the business and assets of the sonobuoy product line of Raytheon Company (“Raytheon’s sonobuoy business” or “the Company”), for a cash consideration of US$21.6 million (£12.7 million).  The final consideration is subject to a net asset valuation on completion and will be satisfied from internal resources.  This acquisition is a major step forward in Ultra’s expansion into North America and gives the Group a significant presence in the important US sonobuoy market.

Raytheon’s sonobuoy business is being acquired from Raytheon Company on a debt-free, cash free basis.  Completion of the acquisition is conditional only upon receiving the appropriate US regulatory consents.

Raytheon’s sonobuoy business, located in Indiana, USA, is a leader in the design and production of anti-submarine warfare (“ASW”) sensors, primarily sonobuoys.  Its product offering includes sonobuoys used by the US Navy and most of the world’s ASW defence forces.  In addition to sonobuoy production, the Company designs and produces multimode hydrophones and other advanced sensors and is under contract to the US Navy to provide ASW engineering services on selected programmes.

The acquisition of Raytheon’s sonobuoy business builds upon Ultra’s existing strong position in sonobuoys, through Sonar and Communications Systems in the UK and Hermes in Canada.  Wayne Trowse, currently Managing Director of Hermes, will assume management responsibility for Ultra’s North American sonobuoy operations.  Raytheon’s sonobuoy business will operate on an integrated basis with Hermes to streamline manufacturing processes and to take advantage of each business’ competitive strengths.

In the year ended 31 December 1997, Raytheon’s sonobuoy business made an unaudited operating profit of US$0.7 million (£0.4 million), on sales of US$37.8 million (£22.2 million) before exceptional non-recurring development costs.  Pro forma net assets at 31 December 1997 were US$5.1 million (£3.0 million) and the order book was US$52.1 million (£30.7 million).  Since the year end, its order book has increased and at July 1998 it stood at US$57.0 million (£33.5 million).  This includes significant recent orders from the US Navy.

Commenting on the announcement, Julian Blogh, Ultra’s Chief Executive, said:  “I am delighted to be able to announce this acquisition.  The combination of Raytheon’s sonobuoy business and Hermes will form one of the leading North American producers of sonobuoys and provides us with considerable scope to enhance their profitability.”
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