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Cautionary Statement
This document contains forward looking statements that are subject to
risk factors associated with, amongst other things, the economic and
business circumstances occurring from time to time in the countries and
sectors in which the group operates. It is believed that the expectations
reflected in these statements are reasonable but they may be affected by
a wide range of variables which could cause actual results to differ
materially from those currently anticipated.

Ultra at a glance

BAE Systems

Ultra’s independence allows it to work with all of the world’s
major defence, aerospace and civil prime contractors.

The major market sectors in which Ultra operates are:
• battlespace IT systems and equipment • sonar systems • equipment for civil and military aircraft
• specialist equipment for defence applications • specialist systems and equipment for the transport
and energy sectors

Operationally, the Group is organised into three divisions:
Aircraft & Vehicle Systems, Information & Power Systems and Tactical & Sonar Systems.

Why Ultra is different
Ultra Electronics is an internationally successful defence and aerospace company with a
long, consistent track record of development and growth, achieving 15% compound
annual growth of total shareholder return since flotation in 1996.

Ultra businesses constantly innovate to create solutions to customer requirements that
are different from and better than those of the Group’s competitors. By applying these
differentiated solutions to a wide range of international platforms and programmes,
Ultra has built an exceptionally broad range of niche market positions.

Ultra offers support to its customers through the design, delivery and support phases of
a programme. Ultra businesses have a high degree of operational autonomy so that
they may provide exceptionally agile and responsive support to customers and partners.

Boeing

Bombardier

EADS

GE

Raytheon

Rolls-Royce

Thales

UK MoD

United Technologies

Lockheed Martin US DoD
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Earnings per share* p

80.1p
(2007: 65.4p)

Dividend per share p

26.0p
(2007: 21.2p)

Profit before tax* £m

£72.2m
(2007: £61.1m)

Revenue £m

£515.3m
(2007: £412.9m)

Operating profit* £m

£77.1m
(2007: £62.9m)

Financial Highlights
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+25%

+23%

+18%

+22%

+23%

2006

2004

310.7
342.4

377.0
412.9

515.3

*see footnote

Footnote
Throughout this document, the terms headline operating profit, headline profit before tax and headline
earnings per share have the same meaning as, and are used interchangeably with, operating profit*, profit
before tax* and earnings per share* respectively.
Headline operating profit*, operating profit* and operating margin* are before amortisation of intangibles
arising on acquisition. IFRS profit from operations £64.1m (2007: £59.0m). See Note 2 for reconciliation. Headline
profit before tax and earnings per share* are before amortisation of intangibles arising on acquisition and fair
value movement on derivatives. IFRS loss before tax £2.9m (2007: profit before tax £56.6m). See Note 2 for
reconciliation. Operating cash flow* is cash generated by operations, less net capital expenditure, R&D and LTIP
share purchases. Cash conversion* is cash generated by operations, less net capital expenditure, R&D and LTIP
share purchases as % of profit from operations before amortisation of intangibles arising on acquisition. Net debt*
comprises bank overdrafts and loans less cash and cash equivalents. Organic revenue growth* is the annual rate
of increase in revenue that was achieved, assuming that acquisitions made during the prior year were only included
for the same proportion of the current year.
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Dear shareholder
I am pleased to report that 2008 has been another good year for
Ultra. The Group, which is a specialist supplier of electronic
systems, products and services, focuses on growing markets within
the defence, security, transport and energy sectors. Ultra has
continued to benefit from the successful execution of its strategy.
Indeed, the Group strengthened its portfolio of niche offerings and
broadened its geographic reach during 2008.

The Group increased profit before tax* by 18% and generated an
operating cash flow* of £79 million whilst investing more in new
markets, technologies, products and capabilities. As a result of
this performance we are proposing to increase the total dividend
per share by 23% to 26.0p. This is in line with the Group’s policy
of maintaining dividend cover at about three times.

Most importantly, the year has also seen us make good progress
relating to the Board’s main objective of delivering superior
performance to shareholders, as measured through total shareholder
return. Although 2008 was a year in which nearly all shares fell in
value, Ultra outperformed the FTSE 250 index as a whole again in
the year, as it has done over the last five years.

Ultra has a robust annual strategic review process. Each year, a
rolling five year plan is reviewed and refreshed. At the core of
this process is the need to ensure we are maximising long-term
value for shareholders while acting responsibly. The Group has a
robust strategy, effective financial and other controls and is
organised to deliver its plan. Ultra has empowered its
management teams in the businesses so that they may operate
in a responsive, flexible and agile way. By constantly pursuing
product and process innovation, Ultra’s businesses are in a strong
position to provide and deliver differentiated products, services
and solutions to meet customer requirements.

The Board has an evaluation process by which the effectiveness of
the Board, its subcommittees and each individual Director are
assessed over a rolling two year period. In 2008 the effectiveness
of the Board as a whole was reviewed with the assistance of an
external consultant.

The composition of the Board is changing. Dr Frank Hope left the
Group in June 2008 and was not replaced on the Board, which now
comprises four non-executive directors and three executive directors.

It has previously been announced that David Jeffcoat will retire and
Andrew Walker will step down at the Annual General Meeting in
April 2009.

David has been Group Finance Director since 2000 and has been
outstanding in that role. He has consistently demonstrated an

independence of thought, thorough professionalism and a real
focus on supporting the development of the Group. I wish him a
long, happy and healthy retirement.

David will be succeeded by Paul Dean who has a broad range of
experience in the quoted and private sectors and an excellent track
record of achievement. Paul joined Ultra at the start of the year
and will succeed David on the Board as Group Finance Director at
the AGM. I welcome Paul to Ultra and am confident that he will
prove to be an excellent successor to David.

Andrew Walker has been a non-executive director of Ultra
since 1996 and has been the senior independent non-executive
director since 1998. We will miss Andrew’s incisive and
challenging review of the Group’s strategies and tactics and we
wish him well for the future.

I am delighted to welcome Sir Robert Walmsley to the Board as a
non-executive Director. I am certain that Sir Robert’s wealth of
experience will be a great asset to the Group.

With these changes, Chris Bailey becomes the Board’s senior
independent non-executive director. David Garbett-Edwards has
been appointed Company Secretary. He is a qualified accountant
who has many years experience with the Group.

Ultra’s excellent employees are central to the Group’s success
and, on behalf of the Board, I thank them for their hard work
and dedication. With so much professionalism, commitment and
enthusiasm in the Group I am confident that we can meet the
challenges of the future, to ensure that we capitalise on the many
opportunities before us to win new business and to continue the
development of Ultra.

Once again I am able to report that your company is in excellent
condition and is on course to continue to deliver superior
shareholder value. The Group is positioned in market sectors
worldwide that continue to offer significant headroom for further
growth. Many of Ultra’s niche markets are also relatively resilient
in terms of maintaining growth despite current market conditions.
These factors, combined with Ultra’s proven ability to win new
business and to deliver customer satisfaction through the effective
execution of contracts, give the Board confidence in the
continuing progress of the Group.

Dr Julian Blogh, Chairman

Chairman’s statement
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“Your company has maintained
its long-term focus on gaining
strong market positions. The
Group is a specialist supplier of
electronic systems, products and
services in growing sectors
within the defence, security,
transport and energy sectors.”

Dr Julian Blogh, Chairman



The Board’s prime objective continues to be to outperform the
market in terms of annual increases in shareholder value by
delivering above average increases in earnings and by
communicating effectively with shareholders and the financial
community generally.

The superior financial performance that is required in order to
meet the above objective will be derived from the successful
execution of both competitive and corporate strategies. The first
element, the competitive strategies, are implemented by each of
Ultra’s businesses and focus on winning new business in the niche
markets in which the Group operates. The corporate strategy adds
value by focusing on Ultra’s investments in acquisitions and in
significant internally funded development programmes.

Ultra’s track record of delivering above average shareholder returns
since flotation in 1996 is shown in the following graph:

Competitive strategy
The resilience of Ultra’s financial performance is derived from the
Group’s broad mix of specialist activities within its twenty four
businesses, within which the Group has over 100 distinct market
or technology niches. The diversity of niches enables Ultra to
contribute to a large number of defence, aerospace and civil
platforms and programmes and provides resilience to the Group’s
financial performance. Ultra has world-leading positions in many
of its niches and, as an independent, non-threatening partner, is
able to support all of the main prime contractors with specialist
capabilities and solutions. As a result of such positioning, Ultra’s

systems, equipment or services are often mission-critical to the
successful operation of the platform to which they contribute. In
turn, this mission-criticality secures Ultra’s positions for the long
term which underpins the superior financial performance of the
Group. Ultra’s ability to combine its niche capabilities enables it
to win contracts as a sub-systems integrator for complex systems,
often involving a number of different Group businesses.
Increasingly, Ultra teams with international, world-class partners
to access ‘best of breed’ technology. The Group has a reputation
for successful programme execution, culminating in innovative
solutions utilising differentiated technologies delivered on-time to
its customers. Ultra’s spread of businesses around the world
enables it to address specific national requirements where a
sovereign operational capability must be maintained.

Corporate strategy
Ultra’s success is underpinned by its investment strategy. Ultra has
demonstrated its expertise in identifying investment opportunities
that deliver growth, either within existing businesses or by
acquiring businesses which complement and broaden the Group’s
portfolio of products and services. This includes broadening the
geographic reach of the Group. During 2008 Ultra invested a total
of £125.5m (2007: £69.8m) in acquisitions, research and
development, capital expenditure and new business development.
Eight acquisitions were made in 2008. This investment also
includes both the development of systems on programmes that
have been won and activities that support the Group’s long-term
positioning for contracts to be won in the future.

To ensure that this investment strategy remains affordable, Ultra
focuses on delivering a high quality of earnings from its
operations. Evidence of this quality is the consistently strong cash
generation that the Group has achieved. Over the last five years,
the average conversion of operating profit* to operating cash
flow* has been 99%.

The cash generated from operations is then used to fund
acquisitions – Ultra seeks to maintain a broad balance over the
medium term between organic and acquisition growth. To date,
Ultra’s acquisitions have mainly been funded by free cash flow
and the level of net debt* remains low. It is foreseen that the
acquisition strategy that has served Ultra well to date will be
continued. In the short term, the rate of expenditure on
acquisitions may reduce as focus is maintained on ensuring that
the Group retains a strong balance sheet.

Chief Executive’s report
Ultra’s objective
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Earnings per share*

22% growth

80.1p
(2007: 65.4p)

Douglas Caster, Chief Executive
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The following strategies are a constant in
the way that Ultra operates:

1 To concentrate on aerospace and defence
The Group’s core competencies, domain knowledge, and
market positions give it particular credibility in the aerospace
and defence sector worldwide. Core competencies include
market positioning through a thorough understanding of
customers’ operational requirements; responding to complex
invitations to tender or requests for proposals to capture
large contracts; the management of complex development
programmes where risks need careful identification and
control; manufacturing and aftermarket support over long
timescales and the discipline to meet our commitments. The
breadth of capabilities of the Group is increasing and allows
for adjacent markets to be served where they exhibit growth
and Ultra’s core competences match their needs well, such
as security and energy.

2 To be a niche player where the Group has
competitive advantage through technology
or market position
Within the Group’s twenty four businesses, over one
hundred niches can be identified where the aim is to sustain
competitive advantage and achieve a world-leading position
within a reasonable time frame. The Group values its
portfolio of niches, since each offering can be defended
against competition through barriers to entry resulting in
the potential for superior financial performance. The broad
spread of niches provides a high level of resilience for the
Group in the face of technological changes or funding cut
backs. This spread also gives the Group low dependency on
any single programme or platform.

3 To offer a through-life product and service
portfolio that includes systems, sub-systems,
products and components
The Group values any position within the supply chain that
is held by any particular niche. Frequently, more attractive
margins can be generated by providing components than
by supplying entire systems. Where the Group has a number
of complementary niches, it does combine these to offer
sub-systems, systems and through-life management solutions
to customer requirements. Generally however, Ultra prefers
to retain a leading niche position rather than constantly
pursue the supply of systems with the hope of higher added
value. The scope of Ultra’s offering is determined after a
rigorous strategic review.

4 To grow organically and by acquisition
Each Ultra business has a contribution to make to the
organic growth of the Group, as well as identifying well
matched acquisition targets. To ensure that organic growth
is achieved, businesses produce annual five-year strategic
plans that target specific opportunities. The focus on cash
generation is a key driver to the affordability of suitable
acquisitions to augment the Group’s growth rate. The
Group’s acquisition strategy is summarised as being the
pursuit of bolt-on or bolt-in acquisitions that: are defence or
aerospace based; are in a growth market sector; augment a
current niche, or; add a new, related niche, or widen Ultra’s
geographic reach.

The ideal size of acquisitions, as measured by annual
revenue, is currently about £30m to £70m for bolt-ons and
up to £15m for bolt-ins. ‘Organisation transforming’
acquisitions are unlikely owing to the risk profile of such
acquisitions. The Group will seek to maintain a robust
portfolio of niche activities.

5 To have an efficient organisation with committed
and competent people
Ultra seeks to maximise efficiency throughout its organisation.
The levels of commitment and competency of business
management teams is continuously assessed through strategic,
budget, organisation and succession, and regular business
performance reviews. The Group places a high degree of trust
in, and has high expectations of, its senior staff and supports
their development and improvement activities. Ultra empowers
management teams to run their respective businesses to deliver
agreed strategies, meet or beat budgets and continuously
develop their people. Ultra constantly develops its people and
structure through a rigorous, annual organisation and
succession planning process. Specific personalised training
programmes are identified and provided as necessary, and
good performance is rewarded through career development,
bonuses and share options.

Ultra’s success has been achieved by positioning its products and services on a broad
range of international, long-term platforms and programmes. These positions are
created by applying strategies to ensure that Ultra’s offerings are differentiated from
those of the competition in a way that the customer values. Focus is sustained on
creating and maintaining this differentiation and on continuing to provide innovative
solutions to satisfy evolving customer requirements.

Chief Executive’s report
Ultra’s strategies to achieve
the Group’s objective

04 Ultra Electronics Holdings plc
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6 To be an excellent and strategic supplier to
our customers
Having established an initial relationship with customers by
offering innovative solutions,the Group’s businesses are
expected to maximise these positions for the long term. This is
achieved by nurturing relationships through sustained on-time
delivery of high quality products and services. Businesses often
create strategic relationships rather than arms-length
customer-supplier relationships by offering long-term support
or through-life solutions. Many of the Group’s niche offerings
involve the design and supply of complex products and
services which are typically safety or performance-critical in
their application. This creates a dependency from the
customers’ perspectives and encourages a long-term strategic
relationship where Ultra’s businesses become part of the
customers’ extended enterprises, to mutual benefit.

7 To gain competitive advantage by internal
and external teaming
Teaming, internally within the Group or externally with other
companies, broadens offerings by combining niche products
or linking domain knowledge. It attains competitive
advantage by accessing off-the-shelf technology at lower
cost, allowing timely delivery while avoiding expensive
development costs and high project risk. Increasingly, Ultra
teams with international, world-class partners to access ‘best
of breed’ technology and undertakes specialist system and
sub-system design and integration, ensuring sovereign
operational independence where required.

8 To meet our commitments
Ultra has built a reputation of meeting its commitments.
This reputation is not only based on businesses meeting their
obligations, but also by establishing a culture within the
Group which is based on this principle. The management
team in each business is required to ensure that potential
commitments are fully understood before they are entered
into. The team must then encourage behaviours that support
the fulfilment of commitments made. Ultra believes that this
reputation for meeting commitments is one of its defining
and most valuable characteristics. Behaving in this way
fosters long-term relationships.

Annual Report and Accounts 2008
Chief Executive’s report
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Ultra behaviours

The four cultural behaviours of its people that are highly
valued and encouraged by Ultra are:

Leadership
Entrepreneurship
Audacity
Paranoia
Within Ultra these are known as the LEAP behaviours

Leadership
• communicating inspirationally the future direction of
the business

• inspiring and energising the business team, customers,
suppliers and colleagues

• stimulating an innovative culture to release creativity

• enabling change to provide a greater and faster return
to the business

Entrepreneurship
• encouraging the whole business to be entrepreneurial

• seeking competitive advantage through the
differentiation of offerings

• ensuring competitions skewed in Ultra’s favour, while
behaving ethically

• seeking to enhance the offering by teaming either
internally or externally

Audacity
• being daring or bold

• thinking of the bigger picture or opportunity

• being prepared to take a leap forward

• thinking the unthinkable to grow the business

Paranoia
• considering risks and leaving no stone unturned to
secure market opportunities

• recognising threats and making it difficult for
competitors to steal Ultra’s established position

• constantly worrying about satisfying customers’
real needs

• considering every possible angle when strategising bids
to enhance Ultra’s competitive position

There is a description of Ultra’s strategies to develop its
people on pages 8 and 9 of the report. This includes
actions to encourage and reinforce LEAP behaviours.

portfolio strength…
…underpinning growth
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Chief Executive’s report
Key Performance Indicators

The indicators shown above have been identified by the Directors
as giving the best overall indication of the Group’s long-term
success. Revenue growth gives a quantified indication of the
rate at which the Group’s business activity is expanding. Order
book visibility, based upon expected sales during the year to
come, gives the Board confidence as to the achievement of future
growth forecasts. A satisfactory headline profit growth trend
confirms that additional revenue is being gained without profit
margins being compromised. It also indicates that the additional
contribution to profits from new acquisitions is greater than the
extra financing costs associated with those acquisitions. A key
objective of the Board is to increase earnings per share* at a
faster rate than other similar quoted companies in the UK. If
successful this should ensure that investors will continue to hold
Ultra’s shares, rather than those of its peers. The Directors aim to
manage the Group so that it continues to generate high levels of

cash, which can then be reinvested in the business in the form of
acquisitions. The Board uses operating cash conversion* as a
simple yet reliable measure of cash generation, which represents
the major element of the Group’s short-term incentive bonus
scheme. Whilst free cash will continue to fund Ultra’s expansion
by acquisition, it is important to ensure that the balance sheet
remains sufficiently strong and that the cost of carrying additional
debt does not become too high. Interest cover is a reliable
indicator of balance sheet strength. Finally, it remains the
overriding objective of the Board to provide shareholders with a
long-term return on their investment in Ultra that exceeds that of
other potential equity investments with a similar risk profile. Total
shareholder return is a suitable measure, as compared to the
overall population of FTSE 250 companies.

Performance indicator

1 Revenue growth

2 Profit growth

3 Order book visibility

4 Growth in earnings
per share over a
three year period

5 Cash conversion

6 Interest cover

7 Relative total
shareholder return

16%

102%

+14%
per annum

19times

65%

18%

25%

14%

83%

+4%
per annum

29times

60%

11%

10%
Definition

Growth in total Group revenue
compared to the prior year.

Growth in Group profit before
tax, amortisation of intangibles
arising on acquisition and fair
value movement on derivatives
compared to the prior year.

Order cover for next financial
year as percentage of market
consensus sales forecast for
the year.

Annual growth in earnings
per share, before amortisation
of intangibles arising on
acquisition and fair value
movement on derivatives,
calculated over a rolling three
year period.

Net cash from operating
activities, less net purchases
of property, plant and
equipment, less expenditure
on product development and
LTIP purchases, expressed as
a percentage of profit from
operations before
amortisation of intangibles
arising on acquisition.

The ratio of profit from
operations before
amortisation of intangibles
arising on acquisition to
finance costs associated with
bank borrowings.

Annual total shareholder return
(capital growth plus dividends
paid, assuming dividends
reinvested) over a rolling five
year period compared to the
FTSE 250 index.

2008 result

25%

18%

65% cover on nominal 2009
revenue of £600m

16%

102%

19 times

+14% p.a.

2007 result

10%

11%

60% cover on actual 2008
revenue of £491m excluding
new acquisitions in the year

14%

83%

29 times

+4% p.a.
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Ultra businesses constantly innovate to create solutions to customer
requirements that are different from and better than those of the
Group’s competitors.

Sectoral portfolio
Across the Group’s three divisions, the major market sectors in which
Ultra operates are:

• battlespace IT, summarised as being the systems and equipment
that allow coalition commanders to have an integrated, real-time
picture of the disposition of friendly and enemy forces that is
better than the one available to the enemy. This information
superiority underpins rapid decision making which, together with
effective command, control and communications, translates into
military superiority. The use of battlespace IT is transformational
in the capability to win future battles and is able to transform the
military capability of existing platforms through upgrade
programmes. Expenditure on battlespace IT equipment therefore
continues to represent an increasing share of the total defence
budget in the main markets in which Ultra operates.

• sonar systems, expanding Ultra’s traditional world-leading
airborne anti-submarine warfare capability into broader activities
in the underwater battlespace. These include integrated ship and
submarine sonar systems, persistent seabed-deployed sensor
arrays, torpedo defence and sea mine disposal systems. The fact
that over forty countries have, between them, more than four
hundred highly capable, stealthy submarines is continuing to
focus expenditure in this sector.

• civil and military aircraft equipment. Ultra provides specialist
sub-systems and equipment for military and civil aircraft. The
main military aircraft programmes on which Ultra equipment is
fitted continue to have political support, underpinned by
consistent financial commitment. For civil aircraft, large order
backlogs at all the major aircraft manufacturers underpin high
build rates for the medium term.

• specialist defence equipment, including power conversion and
signature management systems for naval ships and submarines.
Ultra’s specialist capability in high integrity controls for
submarine nuclear reactors is included in this sector, for which
there is continuing commitment to new platforms and the
upgrade of existing boats. Ultra also supplies advanced sub-
systems for modern armoured vehicles including those for
electrical power management, rugged networks and weapon
control. The need for increased mobility and force protection is
driving a number of large military vehicle procurements in Ultra’s
main markets.

• specialist civil systems and equipment, including Ultra’s
advanced airport IT solutions. Airline passenger growth around
the world is driving long-term expansion and upgrade of airport
infrastructure. Ultra supplies trackside power equipment for rail
transit systems, for which demand continues driven by the need
to expand and upgrade rail networks. The UK market for nuclear
power generation is expanding and Ultra’s offering derived from
its equivalent military capability is well positioned to benefit.

Regional portfolio
Since the Group’s formation in 1993 with seven UK-based
businesses, Ultra has pursued a strategy of gaining access to the
largest two addressable defence budgets in the world. The US
spends more on defence each year than the rest of the coalition
nations added together. The majority of Ultra’s acquisitions have
been in North America and the point has now been reached where
the Group has a transatlantic capability and derives more of its
revenue from the US and Canada than it does from the UK.

As depicted on the pie-chart, revenue from the ‘rest of the world’
is capable of expansion as a proportion of Ultra’s portfolio. In 2008
the Group took steps to initiate an increase in sales in new areas
of the world.

The acquisition of Dascam provides a route to markets in the Middle
East with a proven track record of success. Dascam is a growing,
profitable and cash generative business and therefore supports the
continuing growth of Ultra in its own right. Dascam will, however,
be able to help exploit many of the Group’s numerous niche
capabilities where they align with real customer requirements. This
will augment Ultra’s rate of growth in the region.

Ultra has activities in a number of countries around the world that
can act as the base for further growth. The Group can and will, for
example, leverage its success in winning an advanced sonar system
in Turkey. Similarly, Ultra has won an important sonar contract in
Australia that will require the creation of an in-country capability.
This can then be used as a route to market for other Ultra
specialist capabilities where they can satisfy customer needs not
just in Australia but in the region more broadly.

Ultra Electronics Holdings plc 07

Revenue by regionRevenue by sector

Battlespace IT 36%

Sonar 18%

Civil equipment 14%

Defence equipment 8%

Civil aircraft equipment 9%

Military aircraft equipment 15%

United Kingdom 36%

North America 47%

Rest of World 7%

Mainland Europe 10%
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Chief Executive’s report
Strategies to develop Ultra’s people

It is vital to the continuing growth and success of Ultra that its
investments are made wisely, that the quality of the management
team is constantly improved, that the right behaviours are
encouraged and that appropriate processes are pursued around
the Group. Many businesses state that their people are the
company’s most important asset. Ultra varies this slightly: the
Group’s ‘right’ people are its most important asset.

The structure of Ultra is characterised by a lean head office function
– only twelve staff in total work at the head office in London – and
a high degree of authority and responsibility delegated to the
twenty four businesses. Supported by their divisional managing
directors, the management team of each business is required to
focus on three key outcomes:

• developing and delivering the strategy
• meeting or beating the budget
• developing the people in the business

If any business does not maintain a constant focus on growing the
capabilities of the team, and the individuals in the team, it will
become a constraint on the continuing growth and development
of the business itself.

In 2008 the management span of control at the divisional
managing director level was rebalanced with the creation of a
fourth position, as shown on the extract of the organisation
chart on the inside front cover. The management structure and
processes at the executive team level were reviewed to ensure
that they were capable of supporting the further growth of the
Group over the five year period of the strategic plan.

Across Ultra the role of the human resources function is to work
with the rest of the management team to ensure the supply of
the necessary high calibre, well trained and committed people.
The challenge can be summarised as attracting, retaining,
motivating and developing the right people. A further facet of the
challenge is managing the poor performance of, and potentially
removing, the wrong people from the team. The human resources
function is, in addition, expected to manage succession, act as a
catalyst for change, and actively support the acquisition process.

Ultra’s management strives constantly to improve recruitment and
personal development processes, to deliver high quality training
and to share best practice across the Group.

All businesses in Ultra utilise an internally developed ‘organisation
and succession planning’ process. In this, individuals are assessed
against their performance in their current role and their potential

to perform a larger role. This assessment positions the individual
on the ‘performance versus potential’ grid shown below. Included
in this assessment is consideration of the challenge posed by the
organic growth of the business driven by successful execution of
the competitive strategy. Any role in the business will become
more challenging as the business grows.

Equal attention is given to enhancing the performance of the
individuals in the green zone of the grid and to addressing the
challenges of the people in the amber and red zones. This does
not always mean that these individuals must leave Ultra. Often
they need to be placed in a role more suited to their talents and
in which they can perform as required by the business.

In 2008 Ultra achieved a retention rate of 98% of those individuals
on the business senior management teams that were in the green
zone. By developing and retaining the high potential individuals in
this zone, the Group is creating its next generation of business
leaders who will be able to take up the challenge, when required,
of continuing the growth and expansion of Ultra.

The succession planning part of the process aims to ensure that
there are suitable successors for all the management team roles
across each business and other senior level roles. Ultra has, as a
result, been able to appoint a high proportion of its leaders at
divisional and business levels through internal promotion. In
2008 eight of the nine appointments at this level were filled
internally. This proportion has been broadly consistent over the
last two years.

The performance of Ultra is fundamentally
driven by the individual and team
contributions made by employees. Ultra’s
success in innovating to meet customer
needs is based on the broad range of skills
and capabilities of employees. All managers
in Ultra, supported by HR professionals,
work towards the aim of delivering an
efficient organisation with competent and
committed people to meet the Group’s
business commitments.
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The distinctive culture of Ultra and the behaviours of its people are
described elsewhere in this report. It is a constant challenge to
ensure that these features of Ultra are not diluted as the Group
grows. In a typical year Ultra recruits over 400 new employees. In
addition, acquisitions bring new people into the Ultra team. In
2008 about 1,000 new employees joined Ultra in total. Interaction
of new employees with existing staff is encouraged where possible
to spread the ‘Ultra culture’ as effectively as possible.

In 2008 over 30 in-house training courses were run in the UK and in
North America. Many of these are courses that are tailored to the
specific requirements of Ultra and the trainers have an intimate
knowledge of how the Group operates across all its businesses. For
these courses, which typically have 12 to 20 participants, a focus is
maintained on bringing together people from different businesses.
In this way, that which makes Ultra different and special is spread
more broadly across the Group. In addition there is always value
from such networking across different businesses. The cross
fertilisation of ideas often spawns ideas for innovative solutions to
real customer requirements through internal teaming. These training
events include programmes on leadership and management
processes and techniques, along with workshops on Ultra’s
successful competitive strategy, strategic selling, programme
management and systems engineering processes.

Ultra recognises the importance of committed employees and,
using its YOURviews employee survey, has developed a measure of
employee engagement. The survey is conducted at least every two
years in each Ultra business and the businesses across the Group
have successfully improved engagement by 1 to 2% per year over
the last three years. The YOURviews survey has also demonstrated
the benefits of the Group’s consistent commitment to training and
development over the past three years with an improvement in the
employee rating in this regard of about 1% per year.

In order to ensure that Group businesses can recruit, retain,
motivate and develop the right people, Ultra pursues a range of
initiatives, which are described below.

Employment practices and standards
Ultra believes that superior business performance can only be
achieved through having committed and efficient people. Achieving
this high quality requires Ultra to recruit widely and with no bias or
discrimination. It is therefore the policy of Ultra to be an equal
opportunities employer and to oppose all forms of unlawful or
unfair discrimination on the grounds of sex, race, nationality,
disability, sexual orientation, age, marital status, religion or political
belief. In addition, the Group is a responsible employer, seeking to
achieve a culture of fairness to employees and of being a good
place both to work and develop a career. Employees and applicants
are treated equally and fairly in respect of recruitment,
remuneration, training, promotion and career development.

None of Ultra’s businesses use forced, compulsory or child labour.

Development and training
The Group actively supports and invests in training and
development linked to business needs. Each business is responsible
for identifying the training needs of its employees and managing
its own training budget. This typically takes place through
individual employee performance and development reviews, which
are held at least annually. Specific training programmes are
provided for individuals as necessary.

Individual businesses provide a wide variety of training and
development opportunities. As well as tuition reimbursement for
shorter programmes, support also ranges from apprenticeship
programmes to sponsorships at bachelor, master and doctorate level.

Ultra also has very strong links with a large number of universities.
For example, TCS sponsors a Chair at the Ecole Technologie
Supérieur (ETS) currently held by Professor Francois Gagnon who
leads a number of research projects in wireless communications
and related technologies.

Benefits
Ultra offers to all employees competitive and comprehensive
benefits, which are regularly reviewed. The Group believes in
rewarding its employees well for good performance.

All US and Canadian employees are offered medical plans. Many
businesses promote and offer specific wellness programmes such
as smoking cessation, health screening and online resources.

Ultra also places a high level of importance on share plans that are
open to all employees. These are offered as savings related share
option plans in the UK, US and Canada on a regular basis and
enable all employees to share in the success of Ultra as a whole.

Retirement benefits
Ultra offers retirement benefits to employees in the UK, US and
Canada. Further details are provided on page 24.

Employee consultation
Gaining the commitment of everyone who works at Ultra involves
effective communication and consultation. This takes a number of
forms such as the bi-annual Group magazine “UltraNews”,
company-wide strategy and performance presentations, birthday
and communication lunches, cascade ‘team brief’ meetings,
specific consultation groups and YOURviews employee surveys.

As a result of this focus on developing its people, Ultra is seen
as an attractive place to work with many interesting and
rewarding opportunities. This was emphasised when the Group’s
Advanced Tactical Systems business was recognised as one of the
top 100 companies to work for in Texas for 2009 through an
award from Texas Monthly Magazine and the Texas Association
of Businesses.
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£125.5m
investment by Ultra in
acquisitions, new business
development and facilities

(2007: £69.8m)

£783.5m
order book value at the end
of 2008

Ultra’s 2008 results
Ultra made further progress in the year, achieving strong revenue
and profit growth. The resilience of the Group’s performance in
the year demonstrated the benefit of having a broad portfolio of
niche activities. Margins were maintained after funding an
increased investment in systems for new platforms that will
support further growth of the Group. Full year contributions
were made by the four acquisitions made in 2007, together with
part year contributions from the eight acquisitions made in 2008.
Ultra’s continuing success in winning new business on a broad
range of international programmes resulted in a record order
book of £783.5m at the year-end.

Group results
Revenue increased to £515.3m, a rise of 25% over the prior year of
which 16% was organic*. At constant currencies growth was 20%
of which 11% was organic*. Operating profit* increased 23% to
£77.1m (2007: £62.9m) with the operating margin* being
maintained at 15%. In 2008 Ultra increased its investment in the
development of new business and products so the charge against
operating profit* rose by £6.1m to £33.1m (2007: £27.0m).
Ultra reviews all such investments to ensure that there is a robust
business case leading to an acceptable return for the Group in
the medium term. Net financing charges, excluding fair value
movement on derivatives, were £3.1m higher at £4.9m
(2007: £1.8m) due to higher borrowings through the year as a
result of increased acquisition spending and the nominal pension
interest charge of £0.8m (2007: credit of £0.3m). Headline profit
before tax was £72.2m (2007: £61.1m), an increase of 18%.

There was a reduction in the Group’s headline tax rate from 27.5%
to 24.6% in the year, reflecting the tax benefits of acquisitions in
the USA, an associated increase in borrowings in that country and
an increase in R&D tax credits. This reduced tax rate augmented the
strong headline operating profit growth to generate a 22% increase
in earnings per share* to 80.1p (2007: 65.4p).

Operating cash flow* was again strong at £79.0m (2007: £52.2m).
The conversion of operating profit* to operating cash flow* in
the year was 102%. Over the last five years, the Group’s average
cash conversion* has been 99%, reflecting the high quality of
Ultra’s earnings and effective management of working capital. Net
debt* at the end of the year was £63.9m compared to £14.2m at
the end of 2007. This increase of £49.7m was after total net cash
expenditure on acquisitions in the year of £78.8m (2007: £31.0m)
including the payment of deferred consideration in respect of
acquisitions made in prior years. Ultra also invested £33.1m
(2007: £27.0m) on new product and business development and a

further £14.2m (2007: £8.6m) on new fixed assets. This
investment of Ultra’s funds was supplemented by further funding
from customers for dedicated product development activities. In
2008, this amounted to £83.3m (2007: £74.8m) and so, in total,
spending on new product and business development was
equivalent to more than 25% of Group revenues (2007: 25%).

The order book value at the end of 2008 was a record £783.5m,
an increase of 26% in the year. Consolidation of the order books
of acquired businesses and currency effects each contributed 7%
growth but there was also 12% organic growth at constant
currencies. This order book maintains historic levels of firm order
cover for the coming year and so provides the Group’s customary
level of forward visibility.

Acquisitions
Ultra made eight acquisitions in 2008. They have enhanced the
Group’s portfolio of offerings and are typical of Ultra businesses in
having strong positions in growing niche markets. The total net cash
consideration for these acquisitions was £78.8m including expenses,
financed largely using Ultra’s cash resources. The acquisitions were:

• AudioSoft, based in Cirencester, Gloucestershire, provides
data recording and analysis solutions that allow organisations
to record, preserve and rapidly locate important information.
AudioSoft is part of the Tactical & Sonar Systems division.

Ultra supplies systems that transmit to a Rigid Inflatable Boat (RIB) a situational
awareness picture, centred on the RIB but using data from the mother ship
radar. Ultra also supplies world-leading intercom systems for the RIB crew.
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20%
revenue growth at constant
currencies

99%
Ultra’s average operating
cash conversion* over the
last five years

• Dascam is a leading defence consultancy in the Middle East,
providing specialist resources which deliver customised
consultancy and training services for the defence, security and
government infrastructure markets in the region. While Dascam
will act as a portal for many of Ultra’s niche activities from across
the Group, organisationally it is part of the Aircraft & Vehicle
Systems division.

• Graytronics is a small business that specialises in the supply of
marine intercom systems for customers that include the UK
MoD, US Coastguard, British Petroleum and the Royal National
Lifeboat Institution. Graytronics has been relocated to become
part of the SML business near Southampton in Ultra’s
Information & Power Systems division.

• Harris, based in Massachusetts, US, specialises in the design,
supply and support of submarine acoustic transducers and
arrays. It is now part of Ultra’s Ocean Systems business, within
the Group’s Tactical & Sonar Systems division.

• MISL, based in Nova Scotia, Canada, designs, supplies and
supports magneto inductive guidance, signalling and
communications equipment. It is part of Maritime Systems
also in the Group’s Tactical & Sonar Systems division.

• Nuclear Sensors & Process Instrumentation (acquired as
Weed Instrument Co., Inc.) is based in Round Rock near Austin,
Texas, USA. NSPI specialises in pressure and temperature
sensors and fibre-optic converters and switches for use in
nuclear, aerospace and military applications. It is in the Group’s
Information & Power Systems division.

• ProLogic, operating in various states in the US, provides
specialised products and solutions for mission-critical enterprise
IT, tactical data communication systems and intelligence
processing infrastructures, as well as independent IT consulting
services to US government customers. ProLogic is now also part
of Ultra’s Information & Power Systems division.

• Radmon provides neutron and radioactive detection sensors and
systems to military and civil customers in the UK. It is to be
integrated into Ultra’s Command & Control Systems business in
the Information & Power Systems division which is where Ultra has
concentrated its nuclear systems activities, both military and civil.

Ultra is expert at the design, manufacture and support of high integrity control
systems for nuclear reactors. These integrated systems, both civil and military,
include the specialist sensors that detect the level of activity in the reactor.

Ultra’s Dascam business, based in Abu Dhabi, provides innovative performance
consultancy and associated training solutions. Areas of specific expertise
include advanced security, safety and risk management systems.
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Aircraft & Vehicle Systems

Major systems and products
Airframe ice protection systems; Active noise and vibration control; Aircraft system
electronics; Aircraft system test equipment; High-integrity data bus network nodes;
Armoured vehicle electronic systems; Collaborative working environment solutions;
Crisis information management systems; High integrity software and systems; HiPPAG
airborne compressors; Specialist pneumatic sub-systems; Human/machine interface
equipment; Manned and unmanned vehicle control equipment; Remote weapon
station control equipment; Performance consultancy; Rugged aircraft harness systems;
Specialist sensors; Training solutions

Structure

Major Customers

BAE Systems
Boeing
Bombardier
EADS
Finmeccanica
GE
Raytheon
UK MoD
United Technologies
US DoD

portfolio strength…
…underpinning growth

Revenue £130.1m 25%

Operating profit*
£19.7m 26%

Number of employees

869

At a glance

130.1

100.0

20082007

19.7
16.1

20082007

214.9
181.6

20082007

Revenue

£130.1m

+30%

Order book

£214.9m

+18%

Dascam

Datel

Measurement
Systems Inc.

Precision Air Systems

Aircraft & Vehicle
Systems

Controls Electrics

*see footnote on page 01

Operating profit*

£19.7m

+22%
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+30%
revenue growth* for
Aircraft & Vehicle Systems

Revenue in Aircraft & Vehicle Systems
increased by 30% to £130.1m compared
to £100.0m in 2007 and operating profit*
increased 22% to £19.7m (2007: £16.1m).
These results include full-year contributions
from Atkins and BCF Designs, both acquired
late in 2007, together with a one month
contribution from Dascam. The division’s
order book increased during the year by
18% to close at £214.9m (2007: £181.6m).

The 30% growth of revenue in the year was driven by
acquisition and by solid demand across the division’s businesses
for equipment and systems fitted to aircraft, both military and
civil, and to armoured vehicles. Operating profit* growth was
lower at 22% reflecting a change in product mix with growth of
higher volume products that generate a lower margin, for
example hand controls for US armoured vehicles and equipment
fitted to Airbus aircraft. The operating margin* was also
suppressed by the increased charge against profit relating to
investment in new aircraft systems.

Highlights of the division’s performance in the year that will
underpin continuing growth included:

• a contract extension awarded by Pratt & Whitney, US,
to develop key elements of the lift fan ice protection system for
the vertical lift fan fitted to the STOVL versions of the Lockheed
Martin F-35 Joint Strike Fighter

• a contract to develop a secure communications network on
behalf of the UK government to be used for civil contingency
response planning

• selection by Boeing to provide an innovative cable harness
protection system for its new 747-800 aircraft
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*see footnote on page 01
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BAE Systems
British Energy
EADS
General Dynamics
Lockheed Martin
Raytheon
Rolls-Royce
UK MoD
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Information & Power Systems

Major systems and products
Airport information management systems; Airport-wide systems integration; Land mine
countermeasure systems; Combat systems; Command, control and information systems;
Enterprise IT solutions; Intelligence processing infrastructures; IT consultancy; Nuclear
reactor control and instrumentation; Nucleonic sensors; Data fusion systems; Local
situational awareness systems; ID card printers; Radar and electro-optic systems;
Surveillance and tracking systems; Naval power conversion; Gas turbine electric start and
regeneration systems; Signature measurement and control systems for naval vessels;
Transit system power conversion and controls

Structure

portfolio strength…
…underpinning growth

Revenue £161.5m 31%

Operating profit*
£22.2m 29%

Number of employees

1,614

At a glance

161.5

126.6

20082007

22.2
19.6

20082007

173.3

133.6

20082007

Revenue

£161.5m

+28%

Order book

£173.3m

+30%

ProLogic

Advanced Tactical
Systems

Nuclear Sensors &
Process Instrumentation Airport Systems

PMES

EMS

Information & Power
Systems

Command & Control
Systems

Manufacturing & Card
Systems

*see footnote on page 01

Operating profit*

£22.2m

+13%
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+28%
revenue growth* for
Information & Power Systems

Revenue in Information & Power Systems
grew by 28% to £161.5m compared to
£126.6m in the previous year. Operating
profit* increased by 13% to £22.2m
(2007: £19.6m). The order book at the
end of the period had increased by 30%
to £173.3m (2007: £133.6m).

Revenue growth included an initial contribution of £17.0m from
ProLogic, acquired in June 2008, though these ‘cost-plus’, low
risk sales generated an operating margin* lower than the Group
average. The other acquisitions in this division occurred later in
the year and so did not have a material impact. Revenue and
operating profit* growth reflected increased sales in the second
half of the year of specialist power equipment for naval vessels
and for mass transit systems. There was also an increase in
demand for security and surveillance systems to protect UK
bases for current operations in Afghanistan.

Features of the division’s performance in the year that will
support continuing growth included:

• further demand for ADSI, Ultra’s real-time command and
control system, including applications outside the US, notably
Asia, and derivatives for airborne use

• the award in the second half of the year of additional
contracts for transit system trackside power equipment
supporting the improvement of London’s transport
infrastructure

• winning contracts to supply control systems and sensors for
military and civil nuclear reactors

*see footnote on page 01
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Tactical & Sonar Systems

Major Customers

Australian DMO
BAE Systems
Boeing
Canadian DND
Korean DoD
Lockheed Martin
Raytheon
UK MoD
US DoD

Major systems and products
Acoustic countermeasure systems; Airborne anti-submarine warfare systems;
Autonomous underwater surveillance systems; Airborne targeting pods; Communications
network interfacing equipment; Data recording and analysis solutions; Cryptographic
equipment; Data link communication systems; Loitering munition systems; Radio
communication systems; Sea mine disposal systems; Secure video communication
systems; Sonar transducers and systems; Sonobuoys; Submarine tactical communication
systems; Tactical radio systems; Torpedo defence systems; Underwater acoustic
countermeasures; Video, voice and data communication systems

Structure

portfolio strength…
…underpinning growth

Revenue £223.7m 43%

Operating profit*
£35.2m 46%

Number of employees

1,526

At a glance

223.7
186.3

20082007

35.2

27.2

20082007

395.3

305.8

20082007

Revenue

£223.7m

+20%

Order book

£395.3m

+29%

Tactical & Sonar
Systems

Tactical Systems

Communication &
Integrated Systems

Maritime Systems

Tactical Communication
Systems

AudioSoft

DNE Technologies

Criticom

Sonar & Undersea
Systems

Sonar Systems

Flightline Systems

Ocean Systems

USSI

*see footnote on page 01

Operating profit*

£35.2m

+29%
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+20%
revenue growth* for
Tactical & Sonar Systems

Revenue in Tactical & Sonar Systems
increased by 20% to £223.7m (2007:
£186.3m) and operating profit* rose 29%
to £35.2m (2007: £27.2m). These results
include a full-year contribution from
Criticom which was acquired during 2007.
The costs of moving both MISL and Harris
to nearby Ultra sites meant that these
acquisitions were earnings-neutral in
2008. The closing order book was
£395.3m (2007: £305.8m), an increase
of 29% in the year.

Strong battlespace IT demand, especially from US forces for
communications equipment and tactical radio systems, drove the
revenue and operating profit* performance in the year. Deliveries
of Ultra’s traditional anti-submarine warfare sonobuoys and
sonobuoy receivers to domestic and international customers also
made a good contribution to growth.

Growth in future years will be underpinned as a result of the
following developments in 2008:

• excellent order intake for the Group’s enhanced line-of-sight
tactical radios

• a contract to supply an integrated sonar suite for new
Australian navy destroyers

• the increasing application of Ultra’s specialist underwater
acoustic expertise for use in advanced networks of long-life,
distributed sensors

*see footnote on page 01
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Market trends likely to impact future prospects
Budgets have risen over recent years in Ultra’s main defence
markets in both the US and UK. The continuing costs of
peacekeeping operations are, however, straining these defence
budgets. Nevertheless, overall defence budgets are sufficiently
large to provide substantial headroom for the continuing
growth of Ultra.

In the US, Ultra’s biggest defence market, the defence budget for
2008/9 is over $515 billion to fund the necessary strategic
investments to modernise and recapitalise key capabilities in the
armed forces. That figure does not include the tens-of-billions of
dollars in expected costs for US operations in Iraq and Afghanistan.
The administration funds the Iraq and Afghanistan deployments
through separate legislation. The President’s defence budget
request for FY10 totals $527 billion and makes allowance for
continuing training and maintenance and the resetting or
re-equipping of forces following overseas deployments.

Within the US and UK defence budgets, expenditure continues to
be focused on improving command and control through achieving
information superiority, on enhancing the ability to deploy forces
rapidly and in providing increased protection for personnel. The
number of new platforms being built may decline in future years
but an increasing share of defence budgets will be spent on
maximising, through the application of advanced electronic
solutions, the capabilities of new and existing platforms. Ultra has
pursued a strategy through investment in product niches that has
positioned the Group to benefit from these trends. Moreover,
Ultra constantly seeks opportunities to offer new products and
services to meet such customer requirements.

In the US, Canada, Europe and the UK new Anti-Submarine
Warfare (ASW) aircraft, both fixed and rotary wing, are being
procured. This is evidence that the decline in one of Ultra’s
traditional market sectors, that of ASW, is bottoming out. In the
longer term, the entry into service of these platforms might be
expected to increase the annual consumption and therefore
demand for sonobuoys, the acoustic sensors that are used to
detect submarines and for which Ultra is the world-leading
supplier. There is also strong interest on both sides of the
Atlantic in deploying advanced sensor systems to improve the
ability to sanitise coastal waters, where amphibious operations
may be mounted, from the threat posed by stealthy submarines.
Ultra is already under contract to develop ‘multi-static active’
sonobuoy systems as well as persistent distributed sensor
networks to satisfy this requirement.

In the military aircraft sector Ultra provides specialist sub-systems
and equipment. The main military aircraft programmes on which
Ultra equipment is fitted include the F/A-18 E/F Super Hornet
and the F-35 Lightning II Joint Strike Fighter. These programmes
continue to have political support, underpinned by consistent
financial commitment. Ultra has production contracts for both
the second tranche and export quantities of the Eurofighter
Typhoon aircraft. The Group also has firm contracts for the
design and delivery of 192 aircraft sets of equipment for the
new Airbus A400M military transport aircraft. The Group is also
positioned on Boeing’s ‘Small Diameter Bomb’ programme
which will require over 2,000 bomb racks, each of which will
contain a HiPPAG compressor.

Recent terrorist attacks have emphasised that the level of threat
is not reducing. The perceived threat to individuals and to
economically important assets, together with the need to protect
borders and coastlines from illegal immigrants and smugglers, are
driving an increase in global demand for intelligence, surveillance
and enforcement systems, a market sector in which Ultra has
innovative and cost-effective solutions.

Unmanned vehicles will become an increasingly important element
of fighting forces worldwide. This reduces both the cost per
platform and the risk to personnel from enemy action. For Ultra,
this will reduce demand for specialist Human-Machine Interface
(HMI) equipment used in cockpits. Anticipating this, Ultra has
positioned its HMI equipment for use on base stations that control
the unmanned vehicles. Unmanned air vehicles must be controlled
using high integrity radio links and Ultra has developed an
innovative solution that is being adopted as an international
standard. Ultra is also positioned to supply the air-to-ground
communications sub-system of unmanned air vehicle systems that,
in addition to acting as surveillance assets, will be able to attack
time-critical targets at long range.

In civil markets both Airbus and Boeing have aircraft order
backlogs equivalent to seven years’ production. In the short term
there may be some flattening in the rate of aircraft build as airlines
are impacted by the global economic slowdown. In the medium
and long term there will be greater demand for air travel as a
result of growing populations with higher disposable incomes. This
also stimulates after-market spares and repair activity. Ultra has
niche technology offerings that have well established positions on
long-term aircraft build programmes that should provide a
flywheel effect for Ultra’s civil aerospace sales. Ultra’s newer

Ultra sold an increased number of HiPPAG airborne compressors to the
US Navy in 2008

Ultra provides advanced, multi-function pilot's stick-tops for 'flying'
uninhabited air vehicles
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Modern airports around the world rely on Ultra's integrated IT solutions

Ultra is supplying its innovative wing ice-protection system, proximity sensors
and control electronics for Boeing's new 787 aircraft programme

technology of wing ice protection has achieved a position on the
Boeing 787 aircraft which is set to become one of the world’s
most successful aircraft programmes with firm orders at the end of
2008 for 879 aircraft.

The long-term worldwide increase in air travel drives investment
in infrastructure including airport IT systems. Ultra is an
internationally competitive supplier of advanced airport IT
systems and of integration services. The Group continues to win
new business around the world, reflecting the global nature of
this market sector. In the short term the global economic
slowdown will reduce demand in some regions of the world.
Ground transport systems also require continuing investment in
regions of high population density, a trend from which Ultra
benefits. Ultra specialises in the supply of trackside power
supplies for mass transit systems. In London, preparation for the
2012 Olympic Games is resulting in a high level of investment in
the transport infrastructure and Ultra will supply equipment as
part of this upgrade programme.

In the UK the strategic need to maintain independence of energy
supplies and the need to reduce carbon emissions are driving an
increasing level of planned investment in civil nuclear power
generation. This is a market in which Ultra has niche capabilities,
both in specialist sensors and, potentially, the supply of high
integrity control systems derived from the Group’s experience in
the provision of the naval equivalents. Ultra has augmented this
niche position with the acquisition in 2008 of the Nuclear
Sensors & Process Instrumentation business in the US and the
Radmon activity in the UK. This market includes the
refurbishment and life extension of existing installations and
these activities will grow rapidly in the short and medium term.
This will be further boosted by demand for sensors and systems
for new power stations.

The order book value at the end of 2008 was a record £783.5m,
an increase of 26.2% in the year. Part of the increase was due to
the consolidation of the order books of acquired businesses but
there was also strong organic growth. This order book maintains
historic levels of firm order cover for the coming year and so
provides the Group’s customary level of forward visibility.

Resources
Ultra has access to adequate financial and human resources to
implement its strategy for the foreseeable future. The performance
of Ultra is fundamentally driven by the individual and team

contributions made by its employees. The Group’s success in
innovating to meet customer needs is based on the broad range of
skills and capabilities of employees. The availability of appropriately
skilled engineers and other specialist staff is finite. In this
competitive market, Ultra pursues a number of initiatives to give it
an advantage over competing employers to attract, retain and
develop the best people. These are described more fully on pages
8 and 9 of this document.

An important Group resource is its excellent reputation with its
customers. All employees strive constantly to ensure that this
reputation is upheld. The eight Group strategies described on
pages 4 and 5 of this document include a focus on being an
excellent and strategic supplier and on meeting commitments.

Management of risks and uncertainties
Ultra’s confidence in its ability to continue to deliver growth is
underpinned by a number of key factors. The Group has a track
record of year-on-year success despite significant volatility in
foreign exchange rates and whilst experiencing full market cycles
in both the civil aerospace and defence sectors. These risks will
continue to be mitigated through robust business strategies.

About three-quarters of Ultra’s revenue is from the defence
sector. A theoretical risk would therefore be a significant
worldwide reduction in defence expenditure. The overall size of
the defence budgets relative to Ultra’s annual revenue provides
sufficient headroom for the Group’s growth to continue. Ultra’s
constant focus has consistently been on ensuring that the
Group’s businesses operate in a large number of growing niche
markets where the Group can create and maintain sustainable
competitive advantage and can win business worldwide. This
specialism and diversity give some protection from budget
variations and so provide resilience to Ultra’s performance.

Ultra’s financial performance has not been driven significantly by
the current allied operations in Afghanistan and Iraq. These
operations will be scaled back in the next few years. Since Ultra
did not benefit materially from the start of these operations, it is
anticipated that such a withdrawal would not harm the Group’s
trading position. Indeed, it might well be an overall benefit to
the Group as it may alleviate some of the current pressures on
defence budgets.



The international spread of Ultra’s activities provides resilience to
its performance. The Group now sells its products and services in
over thirty countries worldwide and this has broadened the
customer base. Ultra also has a transatlantic capability, with twelve
of its twenty four businesses being in North America and so is
exploiting its innovative solutions and operating as a domestic
agent on both sides of the Atlantic, thereby providing sovereign
operational independence of the respective armed forces.

Importantly, Ultra has taken steps in 2008 to broaden geographically
the base for the Group’s further growth. The acquisition of Dascam
gives a proven route to market in the Middle East, an area of
significant potential for many of Ultra’s niche offerings. In addition,
Ultra has started building a capability in Australia, not only to satisfy
the immediate needs of the sonar system contract won in 2008 but
also to act as a portal for all Ultra businesses into the fast growing
Asia Pacific regional market.

Ultra is represented on a significant range of major international
programmes and platforms. Despite Ultra’s growth it remains
true that no single programme represents more than 5% of
Ultra’s revenue in any year. The cancellation or curtailment of any
single programme is unlikely therefore to have a material adverse
impact on the Group.

Ultra supplies all elements of the armed forces, i.e. the army,
navy, air force and marines together with first responders such as
medical staff and firefighters. This customer spread provides an
element of risk mitigation. In addition, Ultra operates in a
number of different distinct market sectors, including battlespace
IT; sonar; military aircraft equipment and military vehicle
equipment. Again, this reduces the risk of decline in any one
market sector materially affecting Ultra’s overall performance.

Ultra has significant business in the civil sector and this provides
useful diversification, often providing an adjacent market in
which to exploit complementary skills and technologies. Within
the civil market, Ultra operates in aerospace, transport, energy
and commercial security sectors. This spread gives further
resilience to Ultra’s performance.

Ultra’s financial performance is affected by movements in foreign
currency exchange rates because it has subsidiaries that are
based overseas, mainly in Canada and the USA. Their sales and
operating profits are translated into sterling every year using an
average exchange rate for the year. A similar effect is seen when
reporting the sales made in US dollars by Ultra businesses based
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“Ultra supplies all elements of the armed
forces, i.e. the army, navy, air force and
marines together with first responders
such as medical staff and firefighters. This
customer spread provides an element of
risk mitigation. In addition, Ultra operates
in a number of different distinct market
sectors, including battlespace IT; sonar;
military aircraft equipment and military
vehicle equipment.”

Ultra supplies innovative hand controls for remotely operated, above-armour
weapons on armoured vehicles

Ultra supplies its sonobuoy telemetry receivers to the world's anti-submarine
warfare aircraft, both fixed and rotary wing
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in the UK. Variations in these exchange rates result in a currency
translation risk. With the US dollar strengthening substantially
during the year, notably in the last quarter, the Group’s reported
revenues were enhanced by a positive currency translation effect.
The Canadian dollar saw a similar trend and this contributed
further to the favourable impact. Overall the average rate for the
US dollar strengthened against sterling by 7% and the Canadian
dollar rate by 9%. These movements were smaller than those of
the year-end spot rates because of the averaging effect. The
combined impact was to increase reported revenue by 5% or
£19.9m. On operating profit* the effect was an increase of 5%,
equivalent to £2.9m. By their nature these currency translation
risks cannot be mitigated.

With respect to currency transaction risks Ultra has a natural
hedge from its geographic spread of activities. The majority of
sales made by Ultra’s businesses, wherever they are based, are
made in their local currency, thus avoiding any transaction risk.
However this risk does arise when businesses make sales and
purchases that are denominated in foreign currencies, most often
the US dollar. When a foreign currency weakens against the local
currency revenue suffers from a negative currency transaction
effect and the opposite is true when the foreign currency
appreciates. To reduce this volatility Ultra has taken steps to
source in US dollar zones a higher proportion of the cost of
products sold in US dollars. For the remaining net exposure the
Group’s policy is to hedge forward the foreign currency trading
exposure in order to increase certainty. Traditionally, forward
cover has been established for 18 to 24 months worth of US
dollar-denominated sales from the UK and Canada. Following
the recent strengthening of the US dollar, however, a decision
has been taken to extend this protection by putting additional
hedging contracts in place to provide partial cover for the
Group’s expected net exposure for a further five years. Exposure
to other currencies is hedged as it arises on specific contracts.

Contrary to the strengthening in the US dollar spot rates, the
lag between when foreign exchange contracts were taken out
and the dates that they mature meant that effective hedged
rates for 2008 were weaker than in the previous year. The
overall adverse impact on operating profit* was £4.8m. Ultra’s
effective hedged rates for selling US dollars in the coming year,
based upon the forward contracts currently in place in the UK
and Canada, are expected to remain virtually unchanged
compared to 2008. For 2010 and beyond the outlook is for a

gradual strengthening in Ultra’s effective hedged position,
taking the existing contracts into account and assuming that the
current spot rates remain unchanged.

The industries in which the Group operates continue to experience
restructuring, which sometimes results in Ultra’s customers
themselves becoming more vertically integrated. This may increase
the incidence of the Group’s customers having capabilities that
overlap with Ultra’s. The threat that this otherwise might pose is
offset by Ultra’s strategy of operating in specific market niches
where it has some sustainable differentiation.

Ultra’s customers aspire to stable or reducing prices for the goods
and services that they procure. This inevitably leads to cost
pressures to which the Group must respond. Ultra has a long
track record of product innovation, exploiting new, lower cost
electronics technologies to reduce costs whilst delivering
improved performance. Additionally, operational efficiencies are
achieved by working more intelligently, particularly through
embracing lean manufacturing and design processes. Ultra has
made significant progress in sourcing production in low cost
economies where this is appropriate given the nature of the
products that the Group provides. The anticipated cost
reductions have been achieved, thereby helping protect and
improve the Group’s operating margins*.

Relationships
The diversified nature of Ultra’s activities is reflected in the
broad range of platforms and programmes in which the Group
is involved. This diversification extends to customer, supplier
and partner relationships. Within its total sales to the major
prime contractors, Ultra typically supplies products, equipment,
sub-systems and services to a range of different platforms and
programmes, with each one effectively acting as a different
customer. Given that no single platform or programme
represents more than 5% of revenue in any one year, there is,
therefore, no single relationship of such significance that its
severance would have a material impact on Ultra’s performance
or prospects.

Ultra is developing five systems for the new Airbus A400M military
transport aircraft

Ultra supplies equipment that allows teams of firefighters to
communicate effectively
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David Jeffcoat, Group Finance Director

Bank interest cover
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19 times
(2007: 29 times)

Operating cash flow*
Ultra extended its record of strong cash generation in 2008. The
operating cash flow* was £79.0m (2007: £52.2m) after capital
expenditure, capitalised development costs and LTIP share
purchases. The ratio of cash to operating profit* was 102% with
the result that the rolling five-year average was 99%.

Capital expenditure on property, plant and equipment increased by
£5.6m in the year to £14.2m. The reason for the increase was that
Ultra’s PMES business moved, in early 2009, from two old sites
nearby to a newly built facility in Rugeley, UK. Expenditure on the
project in 2008 was £7.1m out of a total cost of £9.0m. The new
building was completed on budget and ahead of schedule. This
outlay in 2008 was partially offset by the disposal of one of the
two existing sites, which raised £1.2m for the Group. A contract
has been signed to sell the remaining site and it is planned that
the sale will be completed early in 2010. The remaining capital
expenditure was incurred mainly on upgrading Ultra’s internal IT
infrastructure and on installing new ‘managed service’ IT
equipment at airports around the world. This equipment is typically
leased to airline users over a five-year period.

Cash expenditure on capitalised product development and
other intangibles was substantially lower in the year at £1.9m
(2007: £5.5m). Reflecting increased uncertainty about the
programme, no further costs were capitalised in the year relating
to the development of systems for the Airbus A400M military
transport aircraft. This meant that cash expenditure in the year of
£2.3m was written-off against profit rather than being
capitalised. With £1.2m of previously capitalised development
costs for other products being amortised, the net charge against
profit in the year from capitalising development costs was £0.6m
compared to an operating profit* increase of £3.2m in 2007.

The cash impact of working capital movements was an overall
inflow of £4.7m compared to an outflow of £5.6m in the
previous year and this improvement was a key factor behind the
improved cash generation in 2008. During a year in which organic
revenue growth* at constant currencies was more than 10%,
inventories increased by just £0.2m. Another important cash
generator was an inflow of £18.9m on payables (2007: £0.3m).
The value of payments in advance from customers on long-term
contracts increased in the year, as did the value of trade payables.
Receivables rose by £14.0m in cash terms (2007: £6.1m fall) with
an increased balance due from customers on long-term contracts
being a major cause. The level of debtor days outstanding at the
year-end was also somewhat higher than in 2007, reflecting a
change in the customer mix.

Acquisitions and intangible assets
The Group made eight acquisitions in the year with a total net
cash outlay of £78.8m (2007: £31.0m), which included £3.0m
relating to earn-out payments for acquisitions made in previous
years. Three of the 2008 acquisitions, Harris Acoustic Products,
Radmon and Graytronics, were relatively small with a total cash
consideration of £10.3m including costs. Of this amount, £5.5m
was paid during the year and the balance of £4.8m was deferred
to future years. The tangible assets acquired were worth £1.4m at
fair value, with the remaining £8.9m allocated to intangible assets
and goodwill. ProLogic was acquired in June for £32.7m with net
liabilities of £4.4m, resulting in £37.1m of goodwill and other
intangibles. The Magneto Inductive Systems Limited acquisition
took place in May and the total costs of £18.0m were split, with
£5.5m being deferred until later years and the remainder being
paid at acquisition. Net liabilities acquired were £1.7m leaving
£19.7m to be allocated to goodwill and other intangibles.
AudioSoft Ltd was acquired in August for a cash consideration of
£10.7m, of which £3.1m was deferred. This total consideration
was allocated £1.2m to tangible assets and £9.4m to intangible
assets and goodwill. The acquisition of Weed Instruments Co. Inc.
(now named Nuclear Sensors & Process Instrumentation) took
place in November for a total cost of £22.2m, of which £10.1m
was deferred. The value of net assets acquired was £0.1m with
£22.1m allocated to intangible assets and goodwill. Also in
November the Group acquired Blue Sky Group (International) Ltd
(Dascam), for £19.7m in total, with £5.9m deferred. The tangible
assets had a value of £2.9m and the remaining £16.8m was
associated with intangible assets and goodwill. Intangible assets
arising on acquisition are typically amortised over a period of five
years. Although the goodwill is not amortised as a matter of
course, it is subject to an annual impairment review.

Capitalised product development costs increased by £0.2m in
the year, with a closing net asset value of £8.6m (2007: £8.4m).
This movement was due to foreign exchange differences; the
strengthening of the US dollar against sterling resulted in a net
increase of £0.8m in the value of capitalised development costs
denominated in that currency. Excluding currency effects there
was a net reduction of £0.6m in the net carrying value of such
assets. The balance of £8.6m at year-end includes £5.4m relating
to the cost of development of systems for the Airbus A400M
transport aircraft. Although uncertainty has recently increased
regarding the future of this aircraft programme, the Group has
firm production contracts for 192 aircraft sets, with termination
clauses that would protect Ultra in the event that the programme
were curtailed or cancelled. Therefore, Ultra remains confident
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>100 niches

portfolio strength
Ultra has a broad portfolio of over
100 specialist capability areas

Operating cash flow*

?????????????

£79.0m
(2007: £52.2m)

that this intangible asset will generate sufficient commercial
benefits to support the current balance sheet value. Amortisation
of capitalised development costs commences when programmes
enter the production phase and the typical amortisation period is
between five and ten years, depending upon the expected
commercial life of the products involved.

Interest and profit before taxation*
Net financing charges, excluding fair value losses on financial
instruments and pension scheme charges, increased by £2.3m in
the year to £5.3m. This was due to the additional debt financing
that has been taken on to pay for the acquisitions made during the
past two years. Ultra maintains cash on deposit in certain countries
and the interest income on these funds rose by £0.4m in the year.
Overall net bank finance costs rose to £4.1m (2007: £2.2m). They
were covered 19 times by operating profit*.

There was an 18% increase in headline profit before tax to £72.2m
(2007: £61.1m).

The amortisation charge for intangibles arising on acquisition was
£13.0m compared to £3.9m in 2007. The reason for the large
increase was the high level of acquisition spending during the
second half of 2007 and in calendar year 2008. The total ‘fair
value’ of foreign exchange hedging contracts fell by £62.1m during
2008. The majority of these are forward contracts to convert US
dollars into sterling and Canadian dollars. The Group’s UK and
Canadian businesses hedge forward their US dollar-denominated
sales revenues, typically over an 18 to 24 month period. 2008 was
a year in which the US dollar strengthened significantly against
these currencies, especially during the last quarter. The statutory
loss that is being reported resulted from restating the value of these
instruments at the spot exchange rates that applied at the end of
the year. The change in the value of open contracts gave rise to a
loss in the ‘marked to market’ value of the outstanding contracts as
a whole. This compares to a smaller loss of £0.6m in 2007. It
should be emphasised that this notional reported loss will never be
realised; it is simply a timing effect. The benefit of the hedging
contracts to the Group is to fix the value in local currency of future
foreign currency sales receipts, thus reducing the uncertainty that
would otherwise exist as to their realisable value. After the
deductions for amortisation of intangible assets and the loss on
financial instruments the Group is reporting a net loss of £2.9m
before tax compared to a profit of £56.6m in 2007.

Tax, earnings per share* and dividends
The Group’s headline tax rate was reduced to 24.6% (2007: 27.5%)
reflecting additional benefits of tax incentives for research &

development expenditure, tax losses brought into the Group
following an acquisition in Canada and the benefits of the tax
treatment of recent acquisitions in the USA. Headline earnings per
share increased by 22% to 80.1p (2007: 65.4p). The Board is
proposing a final dividend of 18.0p, bringing the total dividend
payout to 26.0p (2007: 21.2p). This would represent an increase of
23% and provide dividend cover of 3.1 times, which is consistent
with the Board’s long-term policy.

Financing
Free cash flow before dividends and acquisitions in the year was
£54.7m (2007: £36.3m). After dividend payments of £15.2m the
cash available for acquisitions was £39.5m. Total net cash
acquisition spending was £78.8m during the year. The
outstanding balance of £39.3m was funded partly by net cash
raised through the exercise of share options, which amounted to
£1.4m. The remainder of £37.9m was drawn down from the
Group’s bank facilities. With a significant proportion of Ultra’s
gross bank borrowings being denominated in US and Canadian
dollars, the weakening of sterling against these currencies meant
that net debt increased by a further £11.6m in sterling terms. The
overall result was that net debt increased to £63.9m at the end of
the year, compared to £14.2m at the previous year-end.

Ultra’s banking facilities amount to £200.0m in total, plus a £10.0m
overdraft. They were established in two tranches. The first was set
up in 2005 and is provided by a small syndicate of banks, led by The
Royal Bank of Scotland. This element, which comprises £120.0m of
revolving credit, denominated in sterling, US dollars and Canadian
dollars, is due to expire in November 2010. The £10.0m bank
overdraft facility is also available for short-term working capital
funding. The second tranche provides a further £80.0m of revolving
credit. It was put in place in September 2008, with the support of
the existing banking syndicate, in order to fund the eight
acquisitions that the Group made during the year and to provide
headroom for further acquisitions. This additional facility is due to
expire in September 2011. As well as funding acquisitions, the
banking facilities are also used for other balance sheet and
operational needs, including funding day-to-day working capital
requirements. The US and Canadian dollar borrowings also represent
natural hedges against assets denominated in those currencies. The
total amount drawn down from the facilities was £107.2m at the
end of the year (2007: £41.6m), giving headroom of £92.8m
(2007: £78.4m) plus the £10.0m overdraft. Ultra will in due course
open negotiations with its banking partners regarding the renewal
of the first tranche in 2010.
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35 countries

international spread
Ultra sells its systems, products and
services in more than 35 countries
worldwide

65%
order book visibility
at the end of 2008 Ultra had 65%
firm order cover on nominal 2009
sales of £600m

Financing risk management
– interest rates and foreign exchange rates
Much of the Group’s current bank financing has been taken on to
fund acquisitions in North America. In order to reduce the risk
associated with taking on debt requiring interest payments at
floating rates, Ultra committed to three-year interest rate hedging
contracts in December 2005. These covered $20m of US dollar
borrowings and $30m of Canadian dollar debt and both expired
at the end of 2008. Since the value of US dollar borrowings had
increased due to the recent level of acquisition spending in the
USA, new interest rate hedging contracts were signed towards
the end of 2008. These involve fixing $100m of US dollar
borrowings for one year, a value which reduces by $20m each
year over a three-year period. Another interest rate hedging
contract was put in place for the Canadian dollar debt of $20m.
As a result, the total gross borrowings of £107.2m at year-end
comprised 75% fixed rate debt and 25% floating rate debt. The
effective interest rates paid during the year were 3.8% for the US
dollar debt, 4.6% for Canadian dollars and 5.5% for sterling. The
fixed rate debt at year-end was denominated 86% in US dollars
and 14% in Canadian dollars. The floating rate element of the
debt therefore solely related to the sterling balance. If the US and
Canadian dollars had both strengthened by a further 25% from
the year-end exchange rates, total gross borrowings would have
been £134.0m, still well within the overall £200m limit. The
interest rate on the fixed amount of the debt for 2009 is 4.25%.

Pensions
Ultra offers company-funded retirement benefits to all employees
in its major countries of operation. Many UK staff with longer
service still participate in the Ultra Electronics Limited defined
benefit scheme, which was closed to new entrants in 2003. This
is a contributory scheme in which the company makes the largest
element of the payments which are topped up by employee
contributions. The scheme was actuarially assessed using the
projected unit method at 31 December 2008, when the net
scheme deficit calculated in accordance with IAS19 was £41.5m,
compared to £29.4m in 2007. The present value of the liabilities
fell by £9.3m in the year, mainly because the interest rate, used to
discount future liabilities back to present value, rose by 0.45% to
6.25%. The average life expectancy for pensioners remained
unchanged and there was a small reduction in the assumed future
inflation rates, reflecting current market conditions. The benefit of
lower liabilities was, however, more than offset by a fall of £26.0m
or 22% in the value of the scheme assets. This was driven by the
extremely poor performance of equity markets worldwide; 70% of
the assets were invested in equities at year-end.

There was a full actuarial assessment carried out in April 2007 the

result of which was a funding deficit relating to past service of
£31.1m before tax, assuming an annual discount rate for future
liabilities of 5.5%. Following the completion of the assessment
the employer has reached agreement with the pension scheme
trustee board to eliminate the deficit by making annual payments
of £0.25m per annum over a ten-year period commencing 2008.
Certain company assets with an agreed value of approximately
£10.0m will be offered as security against the deficit until such
time as it has been eliminated or alternative arrangements are
agreed. The funding position will be reassessed when the next full
valuation has been carried out in 2010.

The scheme has a statement of investment principles that includes
a specific declaration on socially responsible investment; this is
delegated to the investment managers. Pension management and
governance is undertaken by the pension trustees on behalf of
the members. The trustees include both company-nominated and
employee-elected representatives. Ultra supports the trustees in a
number of ways including the provision of training to the “Trustee
Certificate of Essential Pensions Knowledge” standard that is
assessed independently by the Pensions Management Institute.

All staff who have joined Ultra in the UK since the defined benefit
scheme was closed in 2003 have been invited to become
members of the Ultra Electronics Group Personal Pension plan.
Under the terms of this defined contribution scheme, company
payments are supplemented by contributions from the employees.

Certain employees at Tactical Communication Systems in Canada
participate in a defined benefit scheme. This scheme is closed to
new employees and had an IAS19 deficit of £0.8m at the end of
the year (2007: surplus of £0.3m). Regular payments continue to
be made, with both company and employees making contributions,
in order to maintain a satisfactory funding position. The Group’s
remaining Canadian employees participate in a number of defined
contribution pension plans.

In the US, Ultra offers defined contribution 401(k) retirement
benefit plans to all full-time employees. Under these plans, Ultra
provides participating and contributing employees with matching
contributions, subject to plan and US Internal Revenue Service
limitations. NSPI and ProLogic, which had their own 401(k) plans
in place when they became part of Ultra during 2009, will
consolidate these plans into the main Ultra scheme during 2009.
Wells Fargo provides administrative support and is also a directed
trustee of the plan.
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Ultra is a responsible citizen
Ultra believes that it should at all times be a responsible
corporate citizen. As such the Group complies with all applicable
legislation in the areas of trading, employment, health and safety
and the environment. Ultra further believes that, in order to
achieve superior business performance, the Group must, in
certain areas, exceed the minimum standards required by law.
Ultra’s policies relating to its corporate responsibility are generally
established by the Board with individual businesses taking a
major role in their implementation.

Business ethics
Ultra requires that its employees comply with the spirit and
principles of the laws and standards of conduct of the countries in
which it does business as well as behaving ethically and with
fairness. Ultra issued a corporate ethics policy during 2008 and
businesses are required to report on compliance every month. In
addition, the Board reviews compliance twice per year. There were
no non-compliance issues reported in 2008. Directors and
employees are required to avoid personal conflicts of interest
regarding company business and are bound by strict rules on
insider dealing and insider information. In addition, all businesses
are strictly required to comply fully with the relevant national
export control regulations. They are also required to conduct their
business in strict accordance with competition and anti-trust laws.

Ultra supports and respects the protection of internationally
proclaimed human rights in the countries in which it operates.
Ultra does not make any political donations.

Customers
CUSTOMER RELATIONSHIPS
Ultra promotes good working relationships with all its customers
with a special emphasis on meeting its commitments. The Group
receives direct feedback on relationships from the UK MoD
Directorate of Supplier Relations and from many customers such as
BAE Systems where Ultra is one of five members of its Strategic
Supplier Programme. Ultra is increasingly being recognised as a
long-term partner to its customers. For example Electrics has been
nominated as one of ten strategic suppliers to BAE Systems Land
Systems. Airport Systems is regarded by BAA and BA as one of
their top six strategic suppliers. Ultra Electronics Canada Defence
Inc. was recognised as one of the top defence companies in
Canada by the Canadian Defence Review.

The Group’s bi-annual magazine, UltraNews, aids effective communication

Ultra’s innovative flexibility benefits programme for UK employees has been
in operation for seven years and 79% of employees use it to adapt their
benefits to suit their own needs

36%
battlespace IT
Sales of Ultra’s specialist battlespace
IT systems and equipment
represented 36% of Group revenue
in 2008

47%
geographic spread
North America represented 47% of
the Group’s 2008 revenue



Annual Report and Accounts 2008
Chief Executive’s report
Corporate responsibility

26 Ultra Electronics Holdings plc

Individual businesses work very hard to promote excellent
relationships with customers and receive feedback in the form of
metrics as well as recognition of exceptional performance. Many
businesses conduct regular, formal customer surveys. Feedback is
received in various ways. For example, the Communications &
Integrated Systems business received a letter of commendation
from its MoD customers for excellent support to trials of advanced
data links on uninhabited air vehicles. Brian MacDonald of MSI in
the US received the Raytheon Six Sigma President’s Award for his
work supporting a successful programme to deliver an advanced
military surveillance system.

Ultra businesses also work very closely in partnership with customers
in the development of new products. At Sonar Systems an
innovative proposal for recycling HIDAR sonobuoys was submitted
under a formal MoD partnering contract.

Health and safety
A healthy, committed workforce working in a safe environment is
necessary to achieve superior business results. Ultra therefore places
great emphasis on maintaining high standards of health and safety.
All Ultra businesses are required to have a written local policy, to
have the necessary resources to implement the policy, to provide
adequate information, instruction and training for employees and
to implement monitoring of health and safety standards.

The Chief Executive has been appointed as the main Board member
with overall health and safety responsibility. The Managing Directors
and Presidents of the operating businesses are responsible for
implementation of the policy.

Bi-annual audits by independent, external, qualified assessors
covering health and safety matters are conducted, most recently in
2007. Audits and the resulting follow-up process have proved
effective in reaching and maintaining high standards across all sites.

Each business is required to submit a separate annual report on
health and safety issues. The results of the audits and annual
reports from each business are reviewed by the Board annually
in January.

Health and safety of employees, visitors and the local community
alike is taken very seriously by the Group and the individual
businesses. PMES received an award for the third year in
succession recognising its excellent record of safety in the
workplace. USSI in the US has initiated a programme to minimise
the risk of injury at work. This includes not only continued
investment in ergonomics on the production floor but also the
provision of professional support to encourage exercise and
stretching to keep work injuries at a minimum.

Suppliers
SUPPLIER AND OTHER PARTNER RELATIONSHIPS
Contracts with suppliers are placed following a fair, competitive
tendering process on an arms length basis or through formal
teaming agreements. Conflicts of interest are avoided at all times.
Ultra’s supplier relationships engender a cooperative culture which
assists problem solving and helps to accommodate changes of
requirements where these occur. Gain-share arrangements are also
entered into where appropriate and provide benefits for Ultra and
its suppliers and its partners.

SUPPLIER PAYMENT POLICY
Operating businesses are responsible for agreeing the terms and
conditions under which they conduct business transactions with
their suppliers. It is Group policy that payments to suppliers are
made in accordance with those terms, provided that the supplier
is also complying with all relevant terms and conditions.

Brian MacDonald of MSI who
received a Raytheon Six Sigma
President’s Award

“Ultra’s supplier relationships
engender a cooperative culture
which assists problem solving
and helps to accommodate
changes of requirements where
these occur.”
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SUPPLY CHAIN AND SC21
Ultra is a founding signatory of SC21, the UK SBAC-led action plan
for 21st Century supply chains. Ultra is therefore committed to
working together with others in the UK aerospace and defence
industry in order to develop supply chains that remain competitive,
so that Ultra is able to deliver increased value to its customers.

Senior Ultra representatives participate in the various SC21 special
interest groups and the ‘key customers working group’ to drive
forward the implementation of SC21.

Ultra businesses recognise the importance of an excellent supply
chain and various initiatives took place during 2008. For example,
Manufacturing & Card Systems conducted a major supply chain
development programme, part funded through the DTI Supply
Chain Group Initiative. The successful initiative delivered improved
on-time delivery performance and enhanced quality.

Local communities
Ultra recognises the importance of being a responsible partner in
the communities in which it operates and in which its employees
live. The Group has a positive attitude to environmental issues and
is pleased to support selected charities and to maintain links with
its local communities.

ENVIRONMENT
Ultra recognises that it is important, both for its employees and
the communities in which it operates, that effective measures are
in place to ensure that the Group minimises the environmental
impact of its activities.

Ultra has a formal environmental policy that addresses
compliance with environmental legislation, conformity with
standards for air, waste disposal and noise, the economical use
of materials and the establishment of appropriate environmental
performance standards. Progress is monitored through annual
reporting and a bi-annual audit process. The Chief Executive has
been appointed as the main Board member with overall
environmental responsibility. The Managing Directors and
Presidents of the operating businesses are responsible for
implementation of the policy.

Bi-annual external audits covering environmental matters are
conducted by independent, external, qualified auditors; the last
audit took place in 2007. As with health and safety, the audits and
the resulting follow-up process have proved effective in reaching
and maintaining high standards of compliance across all sites.

Where appropriate, some businesses have successfully achieved
ISO14001 accreditation. Specific environmental programmes took
place at a number of businesses ranging from a waste assessment
to the introduction of full scale recycling.

Energy consumption is measured annually and, where possible, the
data compared with previous years. The results of the audits and
annual reports from each business are reviewed by the Board
annually in January.

In the UK Ultra measures and reports on its packaging waste
annually. Businesses are encouraged and incentivised to reduce the
net amount of waste they produce.

Ultra businesses have modern video communication and
conferencing facilities. These have been progressively installed and
upgraded over the last nine years and have proven highly effective
in eliminating the need for travel to hold reviews and other
meetings. The most significant effect has been a reduction in the
amount of air travel undertaken.

CHARITABLE AND COMMUNITY ACTIVITIES
In addition to the charitable donations made by the Group (see
page 32 for details), Ultra employees are actively supported in their
charitable fund-raising endeavours. A large number of local and
national charities is supported.

Charitable activities within Ultra vary across businesses and
include donations to fund raising events including sponsored
walks, runs and competitions. Many thousands of pounds are
raised in this way. In addition, special assistance is given in a
number of ways; these range from donating blood and clothes
collections to work experience and mentoring. For example,
employees from Electrics supported the Samaritans Purse
Christmas Appeal and donated gifts for children who would not
normally receive any presents at Christmas.

DNE was recognised for its support of local youth mentoring
program and was selected for membership in the State of
Connecticut’s Corporate Honor Roll.
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The net amount of packaging waste in tonnes per million pounds of revenue
has reduced consistently since 2005

A team from Electrics assessed the waste produced by the business in 2008



Julian Blogh CBE PhD CEng

Chairman, age 65, worked for Ferranti Radar and Plessey Radar
before joining Dowty Electronic Systems where he was Managing
Director of Sonar & Communication Systems from 1987 to 1992,
when he was appointed Managing Director of Dowty Avionics.
He led the management buy-out of seven defence and aerospace
electronics businesses from the Dowty Group to form Ultra
Electronics and became Chief Executive when it began trading in
October 1993. Dr Blogh was also appointed Deputy Chairman in
April 2004 and became Chairman in April 2005. Dr Blogh is also
the non-executive Chairman of Gooch and Housego.

Chris Bailey* FCA MCT
Non-Executive Director, age 62, was appointed to the board in
January 2005. Mr Bailey was Group Finance Director of
Aggregate Industries plc until 2004. He was the Finance Director
of the precursor companies of Aggregate Industries from 1984
until its formation in 1997. He is a Fellow of the Institute of
Chartered Accountants of England & Wales and is also a Member
of the Association of Corporate Treasurers. Mr Bailey is also a
non-executive director of Rok plc.

Douglas Caster CBE BSc MIET
Chief Executive, age 55, started his career as an electronics design
engineer with the Racal Electronics Group in 1975, before moving
to Schlumberger in 1986 and then to Dowty as Engineering
Director of Sonar & Communication Systems in 1988. In 1992, he
became Managing Director of that business and, after participating
in the management buy-out that formed Ultra Electronics, joined
the board in October 1993. In April 2000, he was promoted to the
position of Managing Director of Ultra’s Information & Power
Systems division. In April 2004 he was appointed Chief Operating
Officer and became Chief Executive in April 2005.

Ian Griffiths* BSc

Non-Executive Director, age 58, was appointed to the board in
April 2003. From February 2006 until May 2007 Mr Griffiths was
Managing Director, Royal Mail Letters. Previously, he was a main
board executive director of GKN plc, where he was Group
Managing Director GKN Automotive, having been a member of
the GKN Driveline senior management team since 1990.
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Julian Blogh Douglas Caster

Chris Bailey Ian Griffiths

*Audit and Remuneration Committee member



Andy Hamment BA FRAeS
Group Marketing Director, age 54, started his career with Hawker
Siddeley before moving to Schlumberger in 1980, working in
procurement and then marketing at Weston Aerospace before
transferring to Solartron as Aerospace Business Manager. He
joined Dowty in 1988 as Managing Director of the Controls
business. He was appointed to his current position in July 2000
and joined the board at that time.

David Jeffcoat BA FCMA
Finance Director and Company Secretary, age 58, started his career
as a production engineer in the British car industry. Since qualifying
as an accountant he has held senior financial positions in several
large international companies including GlaxoWellcome plc, where
he was a subsidiary-level Finance Director. Although David has
spent most of his career in the UK, he has also worked in Canada
and South Africa. Before joining Ultra he was Group Financial
Controller of Smiths Industries plc. He was appointed to the board
in July 2000.

Andrew Walker* MA CEng
Senior Non-Executive Director, age 57, was appointed to the
board in June 1996. He is Chairman of both the Audit and
Remuneration Committees. Having joined Dowty Group plc in
1978, he became an operating board member in 1991. Following
TI Group’s acquisition of Dowty, he became Managing Director of
John Crane Polymer Engineering. He was Chief Executive of South
Wales Electricity plc (SWALEC) from 1993 to 1996, and was Chief
Executive of McKechnie plc from 1997 to 2001. Mr Walker is also
a non-executive director of API Group plc, Delta plc, Manganese
Bronze Holdings plc, May Gurney plc, Porvair plc, Plastics Capital
plc and is Chairman of Bioganix plc and of Brintons Ltd.
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Ultra’s Board comprises a team of
individuals with the breadth and
depth of experience necessary to
steer the continuing development
of the Group

portfolio strength…
…underpinning growth

*Audit and Remuneration Committee member



Executive Team members

Douglas Caster
Chief Executive

David Jeffcoat
Group Finance Director
& Company Secretary1

Paul Dean
Group Finance Director2

Alan Barker
President
Tactical Systems

Phil Evans
Managing Director
Sonar & Undersea Systems3

Aircraft & Vehicle Systems4

Andy Hamment
Group Marketing Director

Bob Henry
Mergers & Acquisitions Director

Alan Jan-Janin
Managing Director
Aircraft & Vehicle Systems3

Carlos Santiago
President
Flightline Systems3

Sonar & Undersea Systems4

Rakesh Sharma
Managing Director
Information & Power Systems

Keith Thomson
Group Human Resources Director

Company Secretary

David Garbett-Edwards2

Business MDs & Presidents

John McAlonan
President
Advanced Tactical Systems

Graeme Stacey
Managing Director
Airport Systems

Chris Brill
Managing Director
AudioSoft

Mike Clayton
Managing Director
Command & Control Systems

Mike Baptist
Director & General Manager
Communication & Integrated Systems

Kim Wrighton
Managing Director
Controls

Bill Sapp
President
Criticom

Piers Gorman
Managing Director
Dascam

Jason Birtwistle
Managing Director
Datel

Bill Gill
President
DNE Technologies

Mark Doyle
Managing Director
Electrics

Pete Crawford
President
EMS

Paul Fardellone
Acting President 4

Flightline Systems

Ray Coles
Managing Director
Manufacturing & Card Systems

Doug Burd
President
Maritime Systems

Ken Tasch
President
Measurement Systems Inc.

Simon Appleby
President
Nuclear Sensors & Process Instrumentation

Rick Kielmeyer
President
Ocean Systems

David Sammons
Managing Director
PMES

Andy Yates
Managing Director
Precision Air Systems

Dan Gordon
President
ProLogic

Mark Merrifield
Director & General Manager
Sonar Systems

Iwan Jemczyk
Acting President
Tactical Communication Systems

Roland Fritts
President
USSI

External auditors

Deloitte LLP
Abbots House
Abbey Street
Reading RG1 3BD

Principal bankers

The Royal Bank of Scotland plc
135 Bishopsgate
London EC2M 3UR

Solicitors

Slaughter & May
One Bunhill Row
London EC1Y 8YY

Osborne Clarke
2 Temple Back East
Temple Quay
Bristol BS1 6EG

Financial advisors

Citigroup Global Markets Limited
Citigroup Centre
33 Canada Square
Canary Wharf
London E14 5LB

Stockbrokers

JPMorgan Cazenove Limited
20 Moorgate
London EC2R 6DA

Registrars

Equiniti
Aspect House
Spencer Road
Lancing
West Sussex BN99 6DA

1 to 24 April 2009
2 from 24 April 2009
3 to 9 March 2009
4from 9 March 2009

The members of Ultra’s
executive team have
an average of 29 years
experience working in
the defence and
aerospace industry
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Aircraft & Vehicle Systems
Controls
417 Bridport Road
Greenford
Middlesex UB6 8UA
England
Tel: +44 (0) 20 8813 4444
www.ultracontrols.aero

Dascam
PO Box 108664
Abu Dhabi
UAE
Tel: +971 2 665 6439
www.ultra-dascam.com

Datel
Taylor House
Caxton Road
Fulwood
Preston PR2 9ZB
England
Tel: +44 (0) 1772 907 500
www.ultra-datel.com

Electrics
Kingsditch Lane
Cheltenham
Gloucestershire GL51 9PG
England
Tel: +44 (0) 1242 221166
www.ultra-electrics.com

Measurement Systems Inc.
50 Barnes Park North, Suite 102
Wallingford
Connecticut 06492
USA
Tel: +1 203 949 3500
www.ultra-msi.com

Precision Air Systems
Anson Business Park
Cheltenham Road East
Gloucester GL2 9QN
England
Tel: +44 (0) 1452 714382
www.ultra-pas.com

Photography
Main Board: Molyneux Associates
Platforms/end applications courtesy of:
BAE Systems, Boeing,
Lockheed Martin, US DoD.

Information & Power Systems
Advanced Tactical Systems
3300 Duval Road, Suite 200
Austin
Texas 78759
USA
Tel: +1 512 327 6795
www.ultra-ats.com

Airport Systems
The Oaks
Crewe Road
Wythenshawe
Manchester M23 9SS
England
Tel: +44 (0) 161 946 3600
www.ultra-as.com

Command & Control Systems
Knaves Beech Business Centre
Loudwater
High Wycombe
Buckinghamshire HP10 9UT
England
Tel: +44 (0) 1628 530000
www.ultra-ccs.com

EMS
95 Horseblock Road
PO Box 640
Yaphank
New York 11980
USA
Tel: +1 631 345 6200
www.ultra-ems.com

Manufacturing & Card Systems
Waverley House
Hampshire Road
Granby Estate
Weymouth
Dorset DT4 9XD
England
Tel: +44 (0) 1305 784738
www.ultra-mcs.com

Nuclear Sensors & Process Instrumentation
(formerly known as Weed Instrument Co., Inc.)
707 Jeffrey Way
P.O. Box 300
Round Rock
Texas 78680-0300
USA
Tel: +1 512 434 2800
www.ultra-nspi.com

PMES
Towers Business Park
Wheelhouse Road
Rugeley
Staffordshire WS15 1UZ
England
Tel: +44 (0) 1889 503300
www.ultra-pmes.com

ProLogic
2000 Green River Drive
Suite 115
Fairmont
West Virginia 26554
USA
Tel: +1 304 363 1157
www.ultra-prologic.com

Tactical & Sonar Systems
AudioSoft
3 Longwood Court
Love Lane
Cirencester
Gloucestershire GL7 1YG
England
Tel: +44 (0) 1285 883800
www.ultra-audiosoft.com

Communication & Integrated Systems
419 Bridport Road
Greenford
Middlesex UB6 8UA
England
Tel: +44 (0) 20 8813 4567
www.ultra-scs.com

Criticom
4211 Forbes Boulevard
Lanham
Maryland 20706
USA
Tel: +1 301 306 0600
www.ultra-criticom.com

DNE Technologies
50 Barnes Park North
Wallingford
Connecticut 06492-5912
USA
Tel: +1 203 265 7151
www.ultra-dne.com

Flightline Systems
7625 Omnitech Place
Victor
New York 14564-9795
USA
Tel: +1 585 924 4000
www.ultra-fei.com

Maritime Systems
40 Atlantic Street
Dartmouth
Nova Scotia B2Y 4N2
Canada
Tel: +1 902 466 7491
www.ultra-uems.ca

Ocean Systems
115 Bay State Drive
Braintree
Massachusetts 02184-5203
USA
Tel: +1 781 848 3400
www.ultra-os.com

Sonar Systems
419 Bridport Road
Greenford
Middlesex UB6 8UA
England
Tel: +44 (0) 20 8813 4567
www.ultra-scs.com

Tactical Communication Systems
5990 Côte de Liesse
Montreal, Québec
H4T 1V7
Canada
Tel: +1 514 855 6363
www.ultra-tcs.com

USSI
4578 East Park 30 Drive
Columbia City
Indiana 46725-8869
USA
Tel: +1 260 248 3500
www.ultra-ussi.com

Business addresses
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Registered Office:

Ultra Electronics Holdings plc
417 Bridport Road

Greenford

Middlesex UB6 8UA

England

Tel: +44 (0) 20 8813 4321

Fax: +44 (0) 20 8813 4322

www.ultra-electronics.com

information@ultra-electronics.com D
e
si
g
n
:
H
A
T
A
ss
o
ci
a
te
s
+
4
4
(0
)1
2
4
2
2
5
3
1
1
2

Cert no. TT-COC-002429


