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HIGHLIGHTS

® Strong order intake and increased revenue and operating
profit before exceptional items

® Electronic and electrical sectors profitability improved

® Operating profit before exceptional items up by 10%

® EPS before exceptional items up 23% to 7.0p (2005 : 5.7p)

® Interim dividend maintained at 3.69p




£Ms

Revenue

Operating profit
Exceptional items

Interest to third parties
Finance cost on pension

Profit before taxation

Taxation

Profit after taxation from ongoing activities
Discontinued business

Profit after taxation

2006
15t Half

301.8

17.8

17.8

(1.6)
(0.9)
15.3
(4.5)
10.8

10.8

FINANCIAL SUMMARY

2006 2008 2009
1stHalf 2 Half Full Year
286.4 278.9 565.3

16.2 13.7 29.9

5.0 (2.9) 2.1

21.2 10.8 32.0

(1.6) (1.5) (3.1)

(1.2) (0.9) (2.1)

18.4 8.4 26.8

(5.5) (3.0) (8.5)

12.9 5.4 18.3

(1.4) (3.9) (5.3)

11.5 15 13.0




GEOGRAPHICAL ANALYSIS OF
REVENUE

Origin Destination

271% (2005:23%) 35% (2005:36%) 24% (2005:19%)
10% (2005:8%)

14%
(2005:16%)

25% (2005:26%) 38% (2005:43%)

27% (2005:29%)

B United Kingdom | | Rest of Europe [Jl] North America  [_] Rest of the World



United Kingdom

Rest of Europe

North America

Rest of the World

GEOGRAPHICAL ANALYSIS OF ONGOING

Origin Destination
2006 2005 2006 2005
1st Half 1st Half 1st Half 1st Half
£m % £m % £m % £m %
115.9 38 122.9 43 81.7 27 82.0 29
74.9 25 75.3 26 106.1 35 103.7 36
81.9 27 66.4 23 70.7 24 55.8 19
29.1 10 21.8 8 43.3 14 44.9 16
301.8 100 286.4 100 301.8 100 286.4 100




REVENUE AND OPERATING PROFIT
BY ORIGIN

Revenue Operating Profit

27% (2005:23%) 10% (2005:8%) 38% (2005:36%0)

17%
(2005:129%6)

25% (2005:26%) 3806 (2005:43%) 31% (2005:32%6)

14% (2005:20%)

B United Kingdom [ ] Restof Europe M North America [ Rest of the World



GEOGRAPHICAL ANALYSIS OF ONGOING REVENUE
AND OPERATING PROFIT BY ORIGIN

Revenue Operating Profit
2006 2005 2006 2005
1st Half 1st Half 1st Half 1st Half

£m % £m % £m % £m %

United Kingdom 1159 38 122.9 43 2.4 14 3.3 20
Rest of Europe 749 25 75.3 26 5.6 31 5.1 32
North America 819 27 66.4 23 6.8 38 5.8 36
Rest of the World 29.1 10 21.8 8 3.0 17 2.0 12
301.8 100 286.4 100 17.8 100 16.2 100
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SECTOR PERFORMANCE



=~ ANALYSIS OF REVENUE BY PRODUCT

2006 2005 2005 2005
1st Half 1st Half 2nd Half Full Year

£Em % £m % £Em % £Em %
Electronic:

Sensors and electronic systems | 99.0 33 974 34 976 35 1950 34
Electronic components 712 23 65.9 23 63.7 23 1296 23

EMS 330 11 274 10 329 12 60.3 11
203.2 67 190.7 67 1942 70 3849 68

Electrical:
Power systems 29.0 10 25.0 9 25.4 9 504 9
Power transmission 69.6 23 707 24 50.3 21 1300 23

98.6 33 95.7 33 847 30 1804 32

Total — ongoing activities 301.8 100 286.4 100 2789 100 565.3 100



Stella
Note
Revenue on sensors and electronic systems is slightly up.   Business in Germany remains at similar levels to those in 2005, and we are up in electronic systems due to new product launches in N. America.  

Components have started the year well and our global markets are healthy.  Many new products have also contributed to the improvement in turnover.   More are in the pipeline.

In our electrical businesses, power systems have benefited from another good year in our Mexican genset operation.




OPERATING PROFIT BY PRODUCT

2006 2005 2005
£Ms 1st Half 1st Half 2nd Half
Electronic:

Sensors and electronic systems 5.7 5.3 3.8
Electronic components 4.6 5.1 3.6
EMS 2.0 1.5 0.5
123 119 79
Electrical: e - -
Power systems 2.0 1.8 2.8
Power transmission 35 25 30
55 43 58
Total — ongoing activities 178 162 13.7

2005
Full Year


Stella
Note
Turning to operating profits, sensors and electronic systems are up by 8%.   This improvement includes the cessation of manufacturing in France, completed in March 2006.
Components, while reporting increased revenue of 8%, saw a drop in operating profit.   A major item affecting this is rationalisation costs at our North East UK based resistor manufacturing plant, now trading profitably.   In addition we have experienced weakness in the Japanese market.
Power systems profitability has improved by 10%.
Power transmission benefits from improvements in our UK based connection systems and cable accessories operations.



Electronic:
Automotive
Telecom and Computer

Industrial

Electrical:
Power systems

Power transmission

Total — ongoing activities

ANALYSIS OF REVENUE BY MARKET

2006 2005 2005 2005
1st Half 1st Half 2nd Half Full Year
Em % Em % fm % £m %
117.2 39 112.2 39 1146 41 226.8 40
37.0 12 32.4 12 342 12 66.6 12
49.0 16 46.1 16 454 17 915 16
203.2 67 190.7 67 1942 70 3849 68
29.0 10 25.0 9 254 9 50.4 9
69.6 23 70.7 24 593 21 1300 23
(986 33 | 957 33 847 30 1804 32
ﬁ 100 & 100 ﬁ 100  565.3 100




=
SENSORS AND ELECTRONIC SYSTEMS
Highlights

e German volumes maintained

e Further new business won utilising Autopad®
technology

e New orders for electronic systems from US OEM for
China manufacture

e Contract awarded for semi intelligent accelerator pedals by
Japanese OEM



Stella
Note
Here we have been very successful with our Autopad® business.   We also won our first major automotive contract at Optek since acquisition in December 2003.

We announced recently our factory expansion in Germany due to increased new business in temperature and pressure sensors.  I am pleased to say this expansion is on track for completion by early 2007 and the demand for these products is looking good.

Stella
Note
Encouraging in our electronic systems business to see two new long term contracts being awarded by General Motors, both for manufacture in China.   

We have also won new business with a Japanese customer for our patented "Semi intelligent accelerator pedal".   It is pleasing to see the technology achieve recognition and we are seeking other customers for this product.



=
= ELECTRONIC COMPONENTS

Highlights

e Strong order intake

e High demand for tanfilm specialist precision products

e Eurofighter orders released with further intake expected

e Higher profitability in microcircuit business



Stella
Note
Highlights from our component operations are dominated by the improvement in our markets.   We have, in 2006, seen order intake return to the healthier 2004 levels and this year it is more balanced across our worldwide customer base.

Stella
Note
Our tanfilm or thin film precision resistive products are seeing high demand.   Thin film has specialist applications in a variety of products and markets including military, avionics, medical, microwave, telecom and automotive.

In our Austrian microcircuit business, we have grown revenues due to strong demand from German automakers and a number of new product launches.


- ELECTRONIC MANUFACTURING SERVICES

Highlights
e TTeis China continues strong performance

e Malaysian EMS facility ramping up production

e Rationalisation of UK EMS underway

e Further business wins in defence and aerospace



Stella
Note
Our EMS operations are improving.   We have transferred printed circuit board assembly equipment to China to assist in expanding business by providing complete electronic assembly solutions.   Our EMS facility in Malaysia is now running in full volume.

We are rationalising our UK EMS manufacturing with the closure of our Blyth Northumberland UK site in the second half of this year.

We are becoming increasingly successful in defence and avionics markets where our focus is bringing results.


. POWER SYSTEMS AND TRANSMISSION

Highlights

e Profitability improvement
e EXport genset business highly successful
e Accessories and connection systems order intake strong

e T45 Destroyer cable contracts commence manufacture



Stella
Note
In our electrical sector we are seeing continuing improvements in profitability - as a result of the effort put in by management to turn around a number of ailing businesses.

Accessories order intake is strong, particularly in export markets and as announced recently, we received the £11m order for the Type 45 destroyer cabling and the product has commenced manufacture.


OUR ONGOING STRATEGY

AUTOMOTIVE
Build upon the success of Autopad®
(specifically chassis, powertrain and cockpit applications)
Continued rationalisation of electronic systems manufacturing

(1 plant per region: Europe, North and South America, Asia)

Expand low cost manufacturing capability

(Eastern Europe, China, India)

Increase new business in global markets

(other major European markets, India, Korea, Japanese
transplants)



Stella
Note
As far as strategy is concerned, those are the March presentation comments.   It has not changed, and we are on plan.

We are following up a variety of automotive applications for Autopad® with success as noted earlier.

Our electronic systems manufacturing business has completed planned rationalisation.   Price down is intense in the automotive market.   Manufacturing in China gives us the ability to meet the aggressive price down requirements of our customers and enables us to achieve our margin expectations.

Stella
Note
We continue to expand our low cost manufacturing operations.  Employees in low cost countries now account for 40% of our total workforce - compared with 38% at the beginning of 2006 and 33% at the beginning of 2005.

We are working on developing a broader spread of customers and have won contracts in major European markets, in Korea and with the Japanese transplants.



OUR ONGOING STRATEGY

COMPONENTS
® Establish third party resale product range sourced in China

(testing complete, first orders placed)

® Increase sales in Far Eastern region
(ongoing)
® Continue to develop visible LED lighting business

(progress maintained)

® Increase pace of new product launches to secure future
growth

(ongoing)



Stella
Note
On components we are again maintaining the same strategy.

We are in the final stages of the third party Far East resale agreements to broaden our product offering.   Agreements were signed this summer with regional exclusivity.

As business transitions from the West to the East we follow the supply route.   Our products are designed in at an early stage, often in the Western world - our sales personnel based across the Far Eastern region are responsible for tracking the move of manufacturing and securing orders.



Stella
Note
Progress on LED products' sales overall has been good, with sales expected to be up 20% year on year.   I am delighted to announce that we have last week won a major order for our Anotherm™ product in a backlighting application for a world leading television manufacturer.

New products are generating sales growth, giving us increased visibility in our operations for the future, and creating firm bonds between ourselves and our customers who constantly strive for new technologies to enhance their competitiveness.


OUR ONGOING STRATEGY
ELECTRONIC MANUFACTURING SERVICES

Consolidate UK operations

(loss making Northern England facility closure recently
announced)

Continue transfer of work to low cost Chinese and
Malaysian facilities

(telephone system build transferred to Malaysia)

Expand customer base in China

(new business won totalling £3 million)

Continue to gain new business wins in target high margin
defence and commercial sectors

(£5 million additional defence work won)


Stella
Note
The business model for EMS is low volume, high mix, new product introduction and local customer support from the UK and volume manufacture in low cost countries.

In the past nine to twelve months we have set up capable EMS facilities in China and Malaysia and won new business to secure their future as independent units.

We have won more defence work in recent months.   Defence is expected to account for 15% of sales for our EMS operations globally this year.


OUR ONGOING STRATEGY

POWER SYSTEMS/TRANSMISSION
Develop low cost third party sources of supply
(ongoing)

Move accessories and cable manufacturing progressively to
low cost economies

(accessories business will commence manufacture in China
October 2006)

Expand genset/UPS service offering following completion of
consolidation

(consolidation completed, business merger complete by year
end)

Relocate companies from Gravesend site
(new factory acquired, first move complete by year end)


Stella
Note
The strategy for our electrical division is consistent.  We are sourcing more product from lower cost regions and will, by the end of 2006, be receiving supplies of cables and accessories from low cost sources of manufacture, including having our own low cost manufacturing site in China.





CASH FLOW



£Ms

Profit for the period
Finance costs

Taxation

Depreciation and amortisation

Gain on sale of fixed assets

Gain on sale of subsidiary

Other non-cash items

Additional payments to pension funds

Operating cash flow before
movements in working capital

2006
1st Half
10.8
2.5
4.5
178
16.0
(2.0)

(0.2)

2005
15t Half

11.5
3.2
4.9

196

17.2
(7.7)

(0.3)

CASH FLOW FROM OPERATIONS

2005

2nd Half

1.5
2.9
0.3

47

20.0

(4.3)

(4.1)
0.4

(7.4)

9.3

2005

Full Year

13.0
6.1
5.2

243

37.2
(12.0)
(4.1)

0.1

(9.3)



£Ms

Operating cash flow before
movements in working capital

Decrease in property
Decrease / (Increase) in inventories

(Increase) / Decrease In
receivables and derivatives

Increase / (Decrease) in payables
Exchange differences
Tax paid

Cash inflow from operations

2006
1st Half

30.8

(13.0)

3.2
(4.4)
(2.0)
14.6

2005
15t Half

26.9

0.1
1.5
(6.4)

3.0
1.6
(5.8)
20.9

CASH FLOW FROM OPERATIONS

2005 2005
ond Half Full Year
9.3 36.2
- 0.1
3.6 5.1

19.2 12.8
(2.9) 0.1
2.4 4.0
(2.9) (8.7)
28.7 49.6



GROUP CASH FLOW

£Ms 2006 2005 2005 2005
1st Half 15t Half 2nd Half  Full Year

Cash inflow from operations 14.6 20.9 28.7 49.6
Capital expenditure (9.2) (6.8) (8.8) (15.6)
Development expenditure (4.9) (5.2) (3.5) (8.7)
Proceeds of sale of property, plant and
equipment and grants received 4.4 17.4 3.9 21.3
Proceeds from sale of subsidiary - - 7.8 7.8
Acquisition of business - (8.8) (1.3) (10.1)
Interest paid (net) (1.4) (1.8) (1.6) (3.4)
Ordinary dividend paid (9.9) (9.8) (5.8) (15.6)
Net cash flow before financing (6—4) R m E
Movement of loans and finance leases 0.1) (1.5 87 12
(Decrease)/increase in cash and (6.5) _4.4 _28.1 325
cash equivalents



GROUP BALANCE SHEET

£Ms

Non-current assets
Deferred tax asset

Inventories
Receivables and financial instruments
Cash and cash equivalents

Current payables and liabilities

Short term borrowing

Net current assets

Total assets less current liabilities
Non-current provisions and liabilities
Long term borrowings

Deferred tax and pension provisions
Total net assets

2006
June

176.1
_22.6
198.7

93.9
108.3
222

224.4
(107.4)

(8.5)
108.5

307.2
(8.6)

(62.5)

(71.1)
165.0

2005

December

186.2
_30.0
216.2
93.9
95.1
_24.0

213.0
(101.7)

_(4.0)
107.3
3235
(8.4)
(67.1)
(96.3)

151.7

2005
June

192.8
_23.0
215.8
100.2
115.7
_18.0

233.9
(107.3)

(77.9)
48.7

2645
(9.7)
(5.6)

(79.0)

170.2






THE FUTURE



OUTLOOK

® Continue to develop low cost manufacturing in China and
Malaysia

® Grow visible light emitting diodes component, inductive sensor
and new component businesses

® Build upon success of new product introductions
® Continue to explore substantial acquisition opportunities

® Well positioned for a successful 2006




(T electronics.

A World Leader in Sensor and Electronic Component Technology





