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A presentation to analysts will be held at Buchanan Communications, 107 Cheapside, London EC2 at 10.00 a.m. (London time) today.

This announcement has been issued by, and is the sole responsibility of, Meggitt.

N M Rothschild & Sons Limited is acting exclusively for Meggitt and no one else in connection with the Acquisition and the Rights Issue and will not be responsible to anyone other than Meggitt for providing the protections afforded to clients of N M Rothschild & Sons Limited nor for providing advice in relation to the Acquisition or the Rights Issue, or in relation to the contents of this announcement or any other transaction, arrangement or matter referred to therein.

Hawkpoint Partners Limited is acting exclusively for Meggitt and no one else in connection with the Acquisition and will not be responsible to anyone other than Meggitt for providing the protections afforded to clients of Hawkpoint Partners Limited nor for providing advice in relation to the Acquisition, or in relation to the contents of this announcement or any other transaction, arrangement or matter referred to therein.

Merrill Lynch International is acting exclusively for Meggitt and no one else in connection with the Rights Issue and will not be responsible to anyone other than Meggitt for providing the protections afforded to clients of Merrill Lynch International nor for providing advice in relation to the Rights Issue, or in relation to the contents of this announcement or any other transaction, arrangement or matter referred to therein.

This press announcement does not constitute, or form part of, an offer or solicitation of an offer, or invitation, to purchase or subscribe for any rights, shares or other securities. The offer to acquire shares in Meggitt pursuant to the proposed Rights Issue will be made solely on the basis of information that will be contained in the Prospectus to be published in connection with such issue.

As regards persons not resident in the UK, the Acquisition and the Rights Issue may be affected by the laws of the relevant jurisdictions in which they are located. Persons who are not resident in the UK should inform themselves about, and observe, any applicable requirements.

Meggitt shares may not be offered or sold in the United States unless they are registered or exempt from registration. This announcement is not an offer of securities for sale into the United States. There will be no public offer of securities in the United States.

Appendix II contains the definitions of certain terms used in this press announcement.

Notes to editors

Meggitt PLC (MGGT.L), is an international group of companies which designs and manufactures precision-engineered components and systems for the aerospace, defence and electronics industries.  Headquartered in the UK, Meggitt has operations in North America, Europe and Asia. 

In addition to aerospace applications, the group’s specialist sensors capability is deployed in the medical, mainstream industrial, test engineering and transportation markets. 

Since the mid 1990s, Meggitt has adopted a focused strategy of concentrating its activities on specialist markets within the aerospace, defence and electronic sensors sectors. This has been executed through several successful acquisitions, integrations and disposals.

The group employs c. 3,700 people, managed via four business units.

-
Aerospace Systems

-
Aerospace Equipment  

-
Defence Systems

-
Electronics

Further information on Meggitt can be found at: www.meggitt.com

This summary should be read in conjunction with the full text of the following announcement.

Proposed acquisition of the Design & Manufacturing division of the Dunlop Standard Aerospace Group
to be financed in part by the proceeds of a
3 for 7 Rights Issue of 128,269,406 New Ordinary Shares at 145 pence per share

Introduction

The Board of Meggitt announces today details of the proposed acquisition of the Design & Manufacturing division (the “D&M division”) of the Dunlop Standard Aerospace Group for an enterprise value of £417 million (subject to adjustment). The D&M division is a designer and manufacturer of aviation components (wheels and braking systems, polymers & composites and fluid dynamics) which are sold worldwide and a leading integrated supplier of related aftermarket services and spare parts for the civil and defence aerospace sectors.

The D&M division generated operating profit from trading activities before development expenditure of £35.1 million on total turnover of £121.4 million for the year ended 31 December 2003.

The Directors believe that the Acquisition represents an exciting opportunity for Meggitt greatly to enhance its position as a major international aerospace equipment provider to the leading US and European aerospace groups. In addition, it will be a further major step in Meggitt’s focus on its target sectors and will significantly enhance Meggitt’s earnings per share (before goodwill amortisation and exceptional items) in the first full financial year post acquisition.

Meggitt also announces today a 3 for 7 Rights Issue at 145 pence per share to raise approximately £181.3 million, net of expenses. The net proceeds from the Rights Issue will be used to part-finance the Acquisition, with the balance of the consideration to be provided by new bank facilities. The Rights Issue has been fully underwritten by Rothschild and Merrill Lynch. Merrill Lynch is also broker to the Rights Issue.

In view of the size of the Acquisition, it is conditional upon, inter alia, Meggitt Shareholder approval. Meggitt Shareholder approval will also be sought for the necessary authorities to issue the New Ordinary Shares pursuant to the Rights Issue. Accordingly, a resolution to approve the Acquisition and to seek such authorities in connection with the Rights Issue will be proposed at an extraordinary general meeting of the Company to be held at 9.30 a.m., on 21 July 2004.

The Acquisition will not be completed unless the Rights Issue becomes unconditional. If at any time prior to Admission the Acquisition Agreement is terminated, the Rights Issue will not proceed. However, following Admission, the Rights Issue will proceed irrespective of whether or not the Acquisition is completed.

Development of Meggitt
Since the mid 1990s, Meggitt has adopted a focused strategy of concentrating its activities on specialist markets within the aerospace, defence and electronic sensors sectors. This strategy has resulted in several successful strategic acquisitions, integrations and disposals. In 1998, Meggitt acquired Vibro-Meter SA, a world leader in the manufacture of vibration monitoring systems and sensors for aerospace and industrial applications, for CHF 102.5 million. Following the Vibro-Meter acquisition, in 1999 Meggitt acquired Whittaker Corporation for US$380 million and rapidly integrated its leading commercial and military aerospace components and sub-systems businesses. Since the Vibro-Meter and Whittaker acquisitions, Meggitt has consistently added smaller bolt-on businesses and disposed of non-core businesses. During the 2003 financial year, Meggitt acquired four businesses and disposed of one business for a total net consideration of approximately £57 million.

Meggitt currently has four business units. An overview of the principal products by business unit is outlined below:

·  Aerospace Systems (2003 sales: £124.1 million): cockpit displays, sensors, controls and monitoring systems utilising the latest solid state electronic technology;

·  Aerospace Equipment (2003 sales: £151.4 million): hydraulic, pneumatic and fuel control valves; fire, overheat and smoke detectors; actuators, seals and heat exchangers;

·  Defence Systems (2003 sales: £52.0 million): free flight aerial, marine and ground-based targetry including towed targets and countermeasures, unmanned air vehicles, high speed reeling machines and electronic scoring systems, ammunition handling equipment and environmental control systems; and

·  Electronics (2003 sales: £71.2 million): high-technology micro-machined sensors and a range of higher volume electronic components including potentiometers, resistors, encoders and switches.

Meggitt’s strategy of conducting business across a spread of specialised markets, its strong proprietary positions and its mixture of civil and military business, together with tight cost control, has enabled the Group to produce robust financial results (including strong positive cash flows) throughout the period covered by the recent downturn in the civil aerospace sector precipitated by events on 11 September 2001.

The Meggitt electronics division has initiated a US$12 million investment in a new manufacturing facility in Xiamen, China. This investment is being financed from existing facilities.

For the year ended 31 December 2003, Meggitt reported turnover from continuing operations of £398.8 million and profit before tax, goodwill amortisation and exceptional items of £75.5 million. This represented Meggitt’s highest ever annual profit with turnover from continuing operations rising 6 per cent. and profit before tax, goodwill amortisation and exceptional items up 7 per cent. compared to the year ended 31 December 2002 (these rose 12 per cent. and 19 per cent. respectively when the impact of adverse currency translation and additional pension contributions are excluded).

Information on the Design & Manufacturing division

The D&M division is a significant integrated supplier of original equipment and aftermarket parts and services to the global aerospace and defence industry. The D&M division designs and manufactures precision engineered and specialised aviation equipment, including wheels, brakes and braking systems, heat exchangers, oil separators, valves and rubber and polymer products. Its products are marketed and sold to approximately 1,200 customers worldwide, including regional, business and commercial aircraft and helicopter manufacturers and operators, government organisations and engine manufacturers. The D&M division has an extensive installed base of approximately 19,000 wheel and brake assemblies on more than 30 different platforms and aftermarket sales were estimated to account for 69 per cent. of the D&M division’s sales for the year ended 31 December 2003.

The Directors believe the D&M division is well regarded for its product design and has technologically sophisticated products, such as advanced carbon braking systems and precision engineered heat exchangers. These technological strengths offer the D&M division’s customers high quality products, which can help them lower their operating costs. The D&M division has strong proprietary positions and approximately 80 per cent. of its 2003 sales related to aircraft or engines where it was the sole designated provider of the relevant parts. This leads to sustainable recurring sales to support the operational lives of the aircraft and engine platforms using the D&M division’s products.

The D&M division has been selected for new large military and civil aircraft programmes including, in partnership with Honeywell, the Joint Strike Fighter (wheels, brakes and engine coolers) and the Airbus A380 (wheels and brakes). This complements its position on other growth platforms, including the Eurofighter, Rolls-Royce Trent engine family and Gulfstream G550. The D&M division is at an early stage in developing several high technology solutions for the Airbus A380 programme which is a very significant long term arrangement. These innovative technological developments are important contributors to the commercial success of this programme for the D&M division. A conventional solution is being developed in parallel for use prior to the introduction of the D&M division’s new technology.  The D&M division is currently in discussions regarding certain specifications and commercial terms for the programme; until these discussions are concluded it is too early to predict the likely financial impact of the programme for the D&M division.  The Directors are satisfied that, at this time, there are no significant contingent liabilities arising from these arrangements. The D&M division is well placed to take advantage of its expertise and technological know-how on further new platforms.

The D&M division is headquartered in Coventry, UK and operates through four business units:

1. Dunlop Aerospace Braking Systems (“DABS”)

Based in the UK (Coventry), DABS designs and manufactures aircraft wheels, brakes and braking systems for military, civil, regional and business aircraft.

2. Dunlop Aerospace Aftermarket Services (“DAAS”)

DAAS operates an aftermarket business, which sells spare parts to users of DABS’ wheels, brakes and braking systems (principally airlines and aircraft servicing contractors) and a repair and overhaul business which sells contract labour to undertake the servicing of DABS, and third party wheels, brakes and braking systems. DAAS is located in the UK (Coventry), Singapore, Belgium (Liege) and the US (Atlanta).

3.
Dunlop Aerospace Polymers and Composites (“DAPC”)

DAPC’s polymers business is based in the UK (Leicestershire), and manufactures static seals, hoses and precision mouldings for specialist applications, mainly for non-military aircraft. The composites business is also based in the UK (Coventry), and designs and manufactures de-icing equipment for military helicopters. 

4. Dunlop Aerospace Fluid Dynamics (“DAFD”)

DAFD is based in the UK (Coventry and Birmingham) and the US (Troy). Bleed and solenoid valves are manufactured in Coventry, plate and fin heat exchangers are manufactured in Troy and shell and tube heat exchangers are manufactured in Birmingham.

The average monthly number of people employed by the D&M division for 2003 was 1,485. The key managers of the D&M division will be joining the Enlarged Group and we welcome their experience and expertise.

The business has been impacted between the years 2001 and 2003 by the aftermath of the terrorist events of 11 September 2001, which led to a significant downturn in activity within the overall civil aviation industry. This was further exacerbated by the SARS epidemic and the hostilities in Iraq. The main impact on the business was a reduction in spares sales as a result of airlines reducing flights on less profitable routes and running down existing spares inventories. The weakness of the US dollar in the second half of 2003 has also affected these results.

The D&M division is profitable with strong historic margins. Although volumes have reduced during the recent downturn, the business has remained profitable and cash generative. This reflects the strength of the high margins generated on spares, for which the business has a strong proprietary position once the equipment has been fitted onto the aircraft. Additionally, the D&M division has continued to invest heavily in engineering resources in order to develop new technological programmes. During the current financial year, the D&M division has continued to invest in engineering resource which, along with foreign exchange exposure, has reduced profit margins. The Directors believe this investment will place the D&M division in a strong position to take advantage of the civil aerospace recovery as it occurs.

Reasons for the Acquisition

The Directors believe that the Acquisition represents an exciting opportunity for Meggitt greatly to enhance its position as a major international aerospace equipment provider to the leading US and European aerospace groups. It will be a significant further step in Meggitt’s focus on its target sectors and will not only give Meggitt access to valuable proprietary technology, new products and customers but also it will give Meggitt a position on two major future international aerospace programmes. The D&M division already has been selected to provide braking and wheel systems for the Lockheed Martin Joint Strike Fighter in the military sector and for the Airbus A380 airliner in the civil sector and is seeking to become a major supplier on other major new platforms.

The D&M division also represents a compelling strategic fit with the Company, and it has a similar business model to that of Meggitt. In particular, both Meggitt and the D&M division:

· have significant market positions in several of their chosen fields of operation;

· develop highly engineered and proprietary products which operate reliably in harsh environments;

· have common skills, products and/or customers across much of their businesses;

· have significant proprietary spares business generating a profitable stream of revenue for many years; and

· have a mixture of sales generated from both the civil aerospace and defence sectors and split between original equipment and the aftermarket.

In addition, The Board believes that the following advantages will be created from the combination of the D&M division with Meggitt:

· the Company will benefit from an enhanced product range which will enable it to improve its offerings to a wider customer base:

the Enlarged Group will have more comprehensive product offerings, particularly in aerospace thermal control systems and electronic braking systems, meeting the increasing need of customers seeking to rationalise their supplier base; and

the combination of Meggitt’s and the D&M division’s aftermarket support activities will allow the Enlarged Group to offer enhanced services to airline customers;

· the D&M division has a number of complementary businesses and technologies that will lead to efficiency savings and enhanced revenue opportunities for the Enlarged Group:

Dunlop Aerospace Polymers and Composites and Dunlop Aerospace Fluid Dynamics are complementary to Meggitt’s existing polymers and control valve businesses. The combination of these businesses provides the scope to reduce procurement costs and to rationalise product development costs; and

in condition monitoring, the Acquisition presents an excellent business opportunity to combine Meggitt’s electronics and sensing expertise with the D&M division’s wheel and brake technology as braking technology moves to electrical braking;

· the Acquisition will diversify Meggitt’s revenue and profit base and assist Meggitt to reach its target mix of sales between original equipment and aftermarket, and between military and civil programmes:

the sales and profit generated from the D&M division will provide improved geographical balance by increasing the Enlarged Group’s UK based earnings; and

the Enlarged Group will benefit from increased exposure to civil programmes (given that 80 per cent. of the D&M division’s sales are derived from this sector) and to aftermarket revenues as the recovery in civil aerospace progresses.

The Board believes that the Acquisition should generate annualised cost synergies of £5 million in 2005 and thereafter. Expected one-off costs of £7.5 million will be provided for in the financial year ending 31 December 2004.

Financial effects of the Acquisition

The Board believes the Acquisition will significantly enhance Meggitt’s earnings per share (before goodwill amortisation and exceptional items) in the first full financial year post acquisition. This statement should not be interpreted to mean that the future earnings per share of Meggitt will necessarily match or exceed its historical published earnings per share.

Details of the Acquisition

The Dunlop Standard Aerospace Group is currently owned by the Doughty Hanson Shareholders and certain employees and former employees of the Dunlop Standard Aerospace Group. It comprises two divisions, the D&M division and the ERO division which, as the group is being sold as a whole, are being sold at the same time. Following the Acquisition, Meggitt will own the D&M division and Carlyle will own the ERO division. In order to effect this, a wholly owned subsidiary of Meggitt has agreed to acquire DSAG, the ultimate holding company of Dunlop Standard Aerospace Group, from its shareholders pursuant to the terms of the Acquisition Agreement. It is a condition of the Acquisition Agreement that completion takes place contemporaneously with completion of the sale of the ERO division to the ERO Purchaser pursuant to the terms of the Carlyle Acquisition Agreement.

The purchase price for the D&M division is an enterprise value of £417 million, payable in cash upon completion. The purchase price will be adjusted for the forecast net debt and cash of the D&M division at completion, for variations to projected balance sheet net assets, for the difference between forecast and actual net debt and cash and if adequate technical solutions on certain products are not developed by the D&M division within eight months from completion of the Acquisition.  The downward adjustment for the outcome of these technical solutions is subject to a maximum of £12.5 million, and subject to a combined maximum adjustment for the outcome of these technical solutions and for the difference between forecast and actual net debt and cash and for variations to projected balance sheet assets for the D&M division and the ERO division of £25 million.  Any adjustment in favour of the vendors is subject to a maximum upward adjustment of £25 million.

The ERO Purchaser will acquire the ERO division pursuant to the Carlyle Acquisition Agreement by purchasing the entire issued share capital of each of the ERO Companies from certain subsidiaries of DSAG. The purchase price is an enterprise value of £376 million, and is payable in cash upon completion. The purchase price will be adjusted for forecast net debt and cash of the ERO division at completion, for variations to projected balance sheet net assets and for the difference between forecast and actual net debt and cash. All purchase price adjustments agreed pursuant to the Acquisition Agreement in respect of the ERO division will be reflected by corresponding adjustments under the Carlyle Acquisition Agreement.

The proceeds from the sale of the ERO division will be used by DSAG to repay the indebtedness of the Dunlop Standard Aerospace Group at completion with any shortfall adjusting the purchase price of the D&M division. As a result of the inter-conditionality of the Acquisition Agreements and the proceeds being available from the ERO division sale, Meggitt is funding only the enterprise value of the D&M division. This inter-conditionality also ensures that Meggitt cannot be left owning the entire Dunlop Standard Aerospace Group should the sale of the ERO division fail to complete, as both Acquisition Agreements would terminate.

The Doughty Hanson Shareholders have only given warranties in respect of their ownership of the shares in DSAG, their solvency and their capacity and authority to enter into the Acquisition Agreement. Such limited warranties are usual for sales by UK private equity sellers and, although certain key employees of the Dunlop Standard Aerospace Group have given customary warranties relating to the D&M division, these warranties have very low monetary limits above which no claim can be made and are therefore essentially for comfort rather than financial protection. Accordingly, the Company’s financial recourse is effectively limited to matters revealed in the completion adjustment. The Company has gained some comfort from the fact that the immediate subsidiary of DSAG is a reporting company for US Securities Exchange Act purposes.

The Acquisition Agreement is conditional on, inter alia, the approval of the Resolution at the Extraordinary General Meeting, Admission taking place, the absence of a material adverse change relating to the D&M division and the receipt of certain anti-trust and competition approvals and other governmental approvals. The Directors believe that there are no significant issues in relation to obtaining these clearances and approvals.

The Carlyle Acquisition Agreement is conditional on, inter alia, the absence of a material adverse change relating to the ERO division, the consummation of the debt financing (described in paragraph 8(ii)(a) of Part 6 of the Prospectus) and the receipt of certain antitrust and competition approvals and other governmental approvals. The Directors have no reason to believe that there are any significant issues in relation to Carlyle obtaining these clearances and approvals.

Once all conditions are satisfied, completion of both agreements will happen contemporaneously. Completion is expected to take place during August 2004.

In addition, the Separation Agreement has been entered into which provides for the re-allocation of any assets of any member of the ERO division held or owned by any member of the D&M division (and vice versa) and the re-allocation of any liability of any member of the ERO division which is an obligation of any member of the D&M division (and vice versa). In addition, the parties have agreed to share equally any historic liabilities of the Dunlop Standard Aerospace Group which are not attributable to the business carried on by either division. The Separation Agreement also details the way in which the purchase price adjustment under the Acquisition Agreements will be apportioned between Meggitt Acquisition Limited and the ERO Purchaser. The apportionment will be based upon principles designed to ensure that the purchase price adjustment under the Acquisition Agreement (which is subject to an overall cap of £25 million) will be apportioned between Meggitt and the ERO Purchaser in a manner which does not materially prejudice the purchase price adjustment of either party.

Management of Meggitt and the Design & Manufacturing division

Following the Acquisition, Dunlop Aerospace Braking Systems and Dunlop Aerospace Aftermarket Services will form a separate business unit within Meggitt and Dunlop Aerospace Polymers and Composites and Dunlop Aerospace Fluid Dynamics will become part of Meggitt’s existing Aerospace Equipment unit.

The Board looks forward to welcoming the D&M division’s employees into the Meggitt Group.

The Rights Issue

The Company is proposing to offer 128,269,406 New Ordinary Shares by way of rights to Qualifying Shareholders at 145 pence per New Ordinary Share, payable in full on acceptance by no later than 11.00 a.m. on 13 August 2004. The Rights Issue is expected to raise approximately £181.3 million, net of expenses. The Issue Price represents a discount of 45 per cent. to the closing middle market price of 262.5 pence per Ordinary Share on 2 July 2004 (being the last business day prior to the announcement of the Rights Issue).

The Rights Issue will be made on the basis of:

3 New Ordinary Shares for every 7 existing Ordinary Shares

held by Qualifying Shareholders at the close of business on the Record Date and so in proportion to any other number of Ordinary Shares then held. Entitlements to New Ordinary Shares will be rounded down to the nearest whole number and fractional entitlements will not be allotted to Meggitt Shareholders but will be aggregated and sold in the market for the benefit of the Company. Holdings of Ordinary Shares in certificated and uncertificated form will be treated as separate holdings for the purpose of calculating entitlements under the Rights Issue. 

The Rights Issue has been fully underwritten by Merrill Lynch and Rothschild, pursuant to the Underwriting Agreement.

The New Ordinary Shares, when issued and fully paid, will rank pari passu in all respects with the existing issued Ordinary Shares including the right to receive dividends or distributions made, paid or declared after the date of the Prospectus.

The Provisional Allotment Letters will be despatched on 21 July 2004 after the Extraordinary General Meeting.

The Rights Issue is conditional, inter alia, upon:

(i)  
the Resolution being passed at the Extraordinary General Meeting;

(ii)
the Underwriting Agreement having become unconditional in all respects save for the condition relating to Admission;

(iii)  the Acquisition Agreement and the Carlyle Acquisition Agreement not having been terminated for any reason at any time prior to Admission; and

(iv)  Admission becoming effective by not later than 8.00 a.m. on 22 July 2004 (or such later time and date as Rothschild, Merrill Lynch and Meggitt may agree).

The Rights Issue is not conditional upon the completion of the Acquisition. In the unlikely event that the Acquisition is not completed, the Directors will not use the proceeds of the Rights Issue for any other purpose and will seek to return the proceeds, after deduction of all transaction costs, to Meggitt Shareholders in a tax efficient manner for the Company. Any return of capital may have adverse tax implications for Meggitt Shareholders.

Meggitt Shareholders who have elected to take the final dividend for 2003 by way of scrip will be entitled to take up their rights pursuant to the Rights Issue in respect of those scrip shares which are registered in their names at the close of business on the Record Date.

Current trading and prospects

At the Company’s Annual General Meeting on 13 May 2004, the Chairman of the Company said: “The Group has started the year with a strong performance.  Military business, which is now the Group’s largest market, accounted for 44 per cent. of sales in 2003. The outlook for military sales remains robust in 2004. The two businesses acquired in December 2003, Western Design and Howden Airdynamics, are performing well and are trading slightly ahead of expectations. The steady recovery in the demand for civil spares and repairs noted in the preliminary statement made on 2 March 2004 continues, helped by the recovery in available seat miles for large jets (a measure of aircraft utilisation) to the levels of early 2001.

Demand for electronics products, both in the USA and Europe, remains strong and construction of the US$12 million new manufacturing facility in China is on schedule and budget with a planned official opening date in September 2004.

The order book for continuing businesses at the end of April 2004 was 6 per cent. higher than at the year end at constant exchange rates. The slight strengthening of the US dollar in recent weeks, if maintained, will help to mitigate the adverse impact of exchange rates in translating overseas profits into sterling. Overall the Board continues to believe the Group remains on track to deliver a strong underlying performance in 2004.”

The Directors believe that the Acquisition and subsequent integration of the D&M division will create further opportunities for the Enlarged Group to compete successfully in those areas of aerospace and defence which the Company is targeting, and the improved product offering should enhance the financial and trading prospects of the Enlarged Group for the remainder of 2004 and beyond. Accordingly, they view the future with confidence.

In the unlikely event that the Rights Issue proceeds but the Acquisition does not complete, the Board reiterates its position that the Group remains on track to deliver a strong underlying performance in 2004.

Dividends

Meggitt intends to adjust future ordinary dividend payments per share to take account of the discount element of the Rights Issue.

Extraordinary General Meeting

In view of its size, the Acquisition is conditional upon, inter alia, the approval of the Acquisition by the Company’s shareholders.  A notice convening the Extraordinary General Meeting to be held at 9.30 a.m on 21 July 2004 will be posted to shareholders later today.  The purpose of this Extraordinary General Meeting is to seek approval of the ordinary resolutions to facilitate the Rights Issue and approve the Acquisition.

Recommendation

The Board, which has received financial advice in relation to the Acquisition from Rothschild and Hawkpoint and in relation to the Rights Issue from Rothschild and Merrill Lynch, considers the Acquisition and Rights Issue to be in the best interests of the Company. In providing their advice to the Board, Rothschild, Hawkpoint and Merrill Lynch have taken into account the Directors’ commercial assessments.

The Board also considers the Acquisition, the Rights Issue and the Resolution to be in the best interests of the Company’s shareholders as a whole. Accordingly, the Board unanimously recommends that Meggitt Shareholders vote in favour of the Resolution to be proposed at the Extraordinary General Meeting, as the Directors intend to do in respect of their own direct holdings.

Other

It is anticipated that a Prospectus providing further details of the Acquisition and Rights Issue and convening an extraordinary general meeting will be posted to Meggitt Shareholders later today.  Copies of the Prospectus will be available from Clifford Chance LLP, 10 Upper Bank Street, London E14 5JJ.  The expected timetable for the Rights Issue and Acquisition is set out in Appendix I.

A presentation to analysts will be held at Buchanan Communications, 107 Cheapside, London EC2 at 10.00 a.m. (London time) today.

APPENDIX I

	EXPECTED TIMETABLE OF PRINCIPAL EVENTS

	Record Date for the Rights Issue
	14 July 2004



	Latest time and date for receipt of form of proxy
	9.30 a.m. on 19 July 2004



	Extraordinary General Meeting
	9.30 a.m. on 21 July 2004



	Despatch of Provisional Allotment Letters (to Qualifying non-CREST

Shareholders only)
	21 July 2004



	Admission and dealings in New Ordinary Shares, nil paid, commence on the London Stock Exchange
	8.00 a.m. on 22 July 2004



	Nil Paid Rights and Fully Paid Rights enabled in CREST (Qualifying

CREST Shareholders only)
	8.00 a.m. on 22 July 2004



	Existing Ordinary Shares marked ‘‘ex rights’’ by the London Stock

Exchange
	8.00 a.m. on 22 July 2004



	Recommended latest time and date for requesting withdrawal of Nil Paid

Rights or Fully Paid Rights from CREST
	4.30 p.m. on 9 August 2004



	Latest time and date for depositing renounced Provisional Allotment

Letters, nil or fully paid, into CREST or for dematerialising Nil Paid

Rights or Fully Paid Rights into a CREST stock account
	3.00 p.m. on 10 August 2004



	Latest time and date for splitting Provisional Allotment Letters, nil or

fully paid
	3.00 p.m. on 11 August 2004



	Latest time and date for acceptance and payment in full and registration of renunciation
	11.00 a.m. on 13 August 2004



	Dealings in New Ordinary Shares, fully paid, commence on the London

Stock Exchange
	8.00 a.m. on 16 August 2004



	New Ordinary Shares credited to CREST stock accounts (Qualifying

CREST Shareholders only)
	16 August 2004



	Expected despatch of share certificates for New Ordinary Shares in

certificated form (Qualifying non-CREST Shareholders only)
	20 August 2004



	Anticipated date of completion of the Acquisition
	Mid August 2004


	Notes:


	

	(i)
	The dates set out in the expected timetable of principal events above may be adjusted by Meggitt, in which event details of the new dates will be notified to the UK Listing Authority, the London Stock Exchange and, where appropriate, to Meggitt Shareholders.

	(ii)
	References to times in this announcement are to London time unless otherwise stated.


APPENDIX II

DEFINITIONS
In this announcement, the following expressions have the following meanings, unless the context otherwise requires:

	‘‘Acquisition’’
	the proposed acquisition by Meggitt Acquisition Limited, a wholly

owned subsidiary of Meggitt, of the D&M division, to be effected by the purchase of all the issued share capital of DSAG, and the

contemporaneous on-sale of the ERO division on the terms and subject to the conditions set out in the Acquisition Agreements

	‘‘Acquisition Agreement’’
	the share purchase agreement dated 5 July 2004 between Meggitt,

Meggitt Acquisition Limited, the ERO Purchaser, the Doughty

Hanson Shareholders and certain employees and former employees of the Dunlop Standard Aerospace Group described in paragraph 8(i)(f) of Part 6 of the Prospectus

	‘‘Acquisition Agreements’’
	the Acquisition Agreement and the Carlyle Acquisition Agreement

	‘‘Act’’
	the Companies Act 1985 (as amended)

	‘‘Admission’’
	the admission of the New Ordinary Shares, nil paid, (i) to the Official List and (ii) to trading on the London Stock Exchange’s market for listed securities becoming effective in accordance with, respectively, the Listing Rules and the Admission and Disclosure Standards

	‘‘Admission and Disclosure

Standards’’
	the requirements contained in the publication ‘‘Admission and

Disclosure Standards’’ dated April 2004 containing, among other

things, the admission requirements to be observed by companies

seeking admission to trading on the London Stock Exchange’s market for listed securities

	‘‘business day’’
	a day (excluding Saturdays and Sundays or public holidays in England and Wales) on which banks generally are open for business in London for the transaction of normal banking business

	‘‘certificated’’ or ‘‘in certificated form’’
	where a share or other security is not in uncertificated form



	‘‘Carlyle’’
	T.C. Group LLC, doing business as The Carlyle Group, a global

private equity firm, based in Washington D.C. U.S.A., which advises and manages funds

	‘‘Carlyle Acquisition Agreement’’
	the share purchase agreement dated 5 July 2004 between Dunlop Aerospace Limited, Dunlop Standard Aerospace Overseas Limited, Dunlop Standard Aerospace Overseas Investments Limited and the ERO Purchaser described in paragraph 8(ii)(a) of Part 6 of the Prospectus

	‘‘Company’’
	means Meggitt

	‘‘CREST’’
	the relevant system, as defined in the CREST Regulations (in respect of which CRESTCo. Limited is operator as defined in the CREST Regulations)

	‘‘CRESTCo’’
	CrestCo Limited, the operator of CREST

	‘‘D&M division’’ or ‘‘Design and Manufacturing division’’
	DSAG and its subsidiaries (excluding the ERO division) being (i)

certain companies within the Dunlop Standard Aerospace Group which carry on (1) the design and manufacture of wheels, brakes and braking systems for military, civil, regional and business aircraft, including helicopters and the associated aftermarket business; (2) the design and manufacture of polymers and composites products for aerospace applications; (3) the design and manufacture of de-icing equipment for aircraft, including helicopters; (4) a fluids dynamics business including the design and manufacture of valves, heat exchangers, fuel cells and oil-separators; and (5) the certain industrial and transportation applications of technologies developed by and as currently carried on by the Dunlop Standard Aerospace Group; and (ii) certain holding companies

	‘‘DSAG’’
	Dunlop Standard Aerospace Group Limited

	‘‘Dunlop Standard Aerospace Group’’
	DSAG and its subsidiaries and subsidiary undertakings

	‘‘Directors’’ or ‘‘Board’’
	the Directors of Meggitt whose names appear on page 4 of the

Prospectus

	‘‘Doughty Hanson Shareholders’’
	Doughty Hanson & Co. Managers Limited as general partner and those Limited Partnerships 1-16 and other Doughty Hanson affiliates comprising Doughty Fund III

	‘‘Employee Share Schemes’’
	the Meggitt PLC Profit Sharing Share Scheme and the Meggitt PLC All Employee Share Plan

	‘‘Enlarged Group’’
	the Group as enlarged by the Acquisition, excluding the ERO

Companies

	‘‘enterprise value’’
	the value of the Dunlop Standard Aerospace Group, or the relevant

division, assuming there is no net debt owed or owing by the Dunlop

Standard Aerospace Group, or any member of such division, as

Appropriate

	‘‘ERISA’’
	the US Employee Retirement Income Security Act of 1974, as amended from time to time

	‘‘ERO Companies’’
	Dunlop Standard Aerospace (US) Inc., Standard Aero (Canada)

Limited, Standard Aero (Asia) Pte Limited, Standard Aero (Australia) Pty Limited and Dunlop Standard Aerospace (Nederland) BV

	‘‘ERO division’’
	the ERO Companies and their subsidiaries (other than Dunlop

Aerospace North America Inc., Stewart Warner South Wind

Corporation and Dunlop Aviation Canada Inc.), being those companies within the Dunlop Standard Aerospace Group which carry on the business of providing comprehensive repair and overhaul services on a wide range of gas turbine engines as used on regional, military and business jet aircraft, helicopters, ships, certain industrial applications and related engineering services currently carried on by the Dunlop Standard Aerospace Group

	‘‘ERO Purchaser’’
	Standard Aero Holdings, Inc., a company incorporated for the purpose of the Acquisition and funded by Carlyle through its affiliated funds

	‘‘ESOP’’
	the Meggitt Employees’ Share Ownership Plan Trust

	‘‘Executive Share Option

Schemes’’
	the approved Meggitt PLC 1984 Share Option Scheme, the approved Meggitt 1996 No. 1 Executive Share Option Scheme, the unapproved Meggitt 1996 No. 2 Executive Share Option Scheme, the unapproved 98 Meggitt PLC Discretionary Overseas Share Option Scheme and the unapproved Meggitt Equity Participation Scheme

	‘‘Existing Issued Share Capital’’
	the issued share capital of Meggitt as at 2 July 2004 (the latest practicable date prior to the publication of the Prospectus)

	‘‘ex-rights date’’
	22 July 2004, the date following which any new Ordinary Shares will be traded on the LSE’s market for listed securities without the nil paid rights

	‘‘Extraordinary General

Meeting’’ or (‘‘EGM’’)
	the extraordinary general meeting of the Company to be held at 9.30 a.m. on 21 July 2004, notice of which is set out at the end of the Prospectus

	‘‘FSMA’’
	The Financial Services and Markets Act 2000

	‘‘Fully Paid Rights’’
	rights to acquire the New Ordinary Shares, fully paid

	‘‘GAAP’’
	generally accepted accounting principles

	‘‘Hawkpoint’’
	Hawkpoint Partners Limited

	‘‘Issue Price‘‘
	145 pence per New Ordinary share

	‘‘Listing Rules’’
	the Listing Rules made under section 74 of the Financial Services and Markets Act 2000

	‘‘London Stock Exchange’’
	London Stock Exchange plc

	‘‘Meggitt’’ or ‘‘the Company’’
	Meggitt PLC

	‘‘Meggitt Group’’ or ‘‘Group’’
	Meggitt and its subsidiaries and subsidiary undertakings other than

The Dunlop Standard Aerospace Group

	‘‘Meggitt Shareholder’’
	a holder of Meggitt Shares

	‘‘Meggitt Shares’’ or ‘‘Ordinary Shares’’
	Ordinary Shares of 5 pence each in the capital of the Company

	‘‘Merrill Lynch’’
	Merrill Lynch International

	‘‘New Ordinary Shares’’
	the new Ordinary Shares to be allotted and issued pursuant to the

Rights Issue

	‘‘Nil Paid Rights’’
	The rights to acquire the New Ordinary Shares, nil paid

	‘‘Official List’’
	The Daily Official List of the London Stock Exchange

	‘‘Ordinary Shares’’
	ordinary shares of 5 pence each in the capital of the Company

	‘‘Overseas Shareholders’’
	Qualifying Shareholders with registered addresses outside the UK or who are citizens or residents of countries outside the UK

	‘‘Prospectus’’
	the circular to Meggitt Shareholders dated 5 July 2004 which sets out details of the Acquisition and Rights Issue

	‘‘Provisional Allotment Letters’’
	the renounceable Provisional Allotment Letters expected to be sent to Qualifying non-CREST Shareholders (other than certain Non-UK Shareholders) in respect of the New Ordinary Shares to be

provisionally allotted to them pursuant to the Rights Issue

	‘‘Qualifying CREST

Shareholders’’
	Qualifying Shareholders holding Meggitt Shares in uncertificated form

	‘‘Qualifying non-CREST

Shareholders’’
	Qualifying Shareholders holding Meggitt Shares in certificated form

	‘‘Qualifying Shareholders’’
	holders of Meggitt Shares on the register of members of Meggitt at

the close of business on the Record Date

	‘‘Record Date’’
	14 July 2004

	‘‘Regulations’’ or ‘‘Uncertificated

Securities Regulations’’
	the Uncertified Securities Regulations 2001 (SI 2001/3755), as

amended

	‘‘Regulatory Information Service
	one of the regulatory information services authorised by the UK

Listing Authority to receive, process and disseminate regulatory

information in respect of listed companies

	‘‘Resolution’’
	the ordinary resolution to be proposed at the Extraordinary General

Meeting: (i) approving the Acquisition,

(ii) granting the Directors authority to allot relevant securities and (iii) increasing the authorised share capital of the Company

	‘‘Rights Issue’’
	the proposed issue by way of rights of New Ordinary Shares to

Qualifying Shareholders on the basis described in the Prospectus and, in the case of Qualifying non-CREST Shareholders, in the Provisional Allotment Letters

	‘‘Rothschild’’
	NM Rothschild & Sons Limited

	‘‘Separation Agreement’’
	the separation agreement dated 1 July 2004 between Meggitt, Meggitt

Acquisition Limited and the ERO Purchaser as described in

paragraph 8(i)(h) of Part 6 of the Prospectus

	‘‘stock account’’
	An account within a member account in CREST to which a holding of a particular share or other security in CREST is credited

	‘‘subsidiary undertaking’’
	as defined in section 258 of the Act

	‘‘UK Listing Authority’’
	the Financial Services Authority in its capacity as the competent

authority for the purposes of Part VI of the Financial Services and

Markets Act 2000 and in the exercise of its functions in respect of the admission to the Official List otherwise than in accordance with Part VI of the Financial Services and Markets Act 2000

	‘‘uncertificated’’ or ‘‘in

uncertificated form’’
	recorded on the relevant register of the share or security concerned as being held in uncertificated form in CREST, and title to which, by virtue of the Regulations, may be transferred by means of CREST

	‘‘Underwriters’’
	Rothschild and Merrill Lynch

	‘‘Underwriting Agreement’’
	the agreement dated 5 July 2004 between Meggitt, Rothschild and Merrill Lynch, as described in paragraph 8(i)(g) of Part 6 of the Prospectus

	‘‘United Kingdom’’ or ‘‘UK’’
	the United Kingdom of Great Britain and Northern Ireland

	‘‘US’’, ‘‘USA’’ or ‘‘United States’’
	the United States of America, its territories and possessions, any state of the United States and the District of Columbia

	‘‘US Securities Act’’
	the United States Securities Act 1933, as amended.

	‘‘US Securities Exchange Act’’
	the United States Securities Exchange Act 1934, as amended

	For the purposes of this announcement, ‘‘subsidiary’’, ‘‘subsidiary undertaking’’ and ‘‘parent undertaking’’ shall, unless the context otherwise requires, have the respective meanings given to them by the Act.

	Terms defined in the CREST Manual, shall unless the context otherwise requires, bear the same meanings where used herein.
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MEGGITT PLC


PROPOSED ACQUISITION OF THE DESIGN & MANUFACTURING DIVISION OF THE DUNLOP STANDARD AEROSPACE GROUP


AND


3 FOR 7 RIGHTS ISSUE AT 145 PENCE PER SHARE





Meggitt announces the proposed acquisition of the Design & Manufacturing division (the “D&M division”) of the Dunlop Standard Aerospace Group for £408.4(1) million in cash, on a debt and cash free basis.


The D&M division is a designer and manufacturer of aviation components (wheels, braking systems, polymers & composites and fluid dynamics), providing related aftermarket services and spare parts for the civil and defence aerospace sectors.


The D&M division has strong proprietary positions and technologically sophisticated products.


The D&M division generated operating profit from trading activities before development expenditure of £35.1 million on turnover of £121.4 million in 2003.


The Acquisition fits closely with the existing Meggitt Group.  The enhanced product range, complementary businesses and technologies and mix of original equipment and aftermarket sales are expected greatly to enhance the opportunities for the enlarged Meggitt Group.


The Directors estimate that annualised cost savings will amount to £5 million in 2005 and thereafter.


The Directors believe the acquisition will be significantly earnings enhancing (before goodwill amortisation and exceptional items) in the first full financial year of ownership after including cost synergies.


The acquisition will be funded in part by a 3 for 7 rights issue at 145p per share to raise approximately £181.3 million net of expenses.  The balance of the funding will be financed from a new bank loan facility.


The Rights Issue has been fully underwritten by Rothschild and Merrill Lynch.  


Doughty Hanson, the current owners of Dunlop Standard Aerospace Group (“DSAG”), are selling DSAG’s other division, the Engine Repair and Overhaul division, to the Carlyle Group.  The completion of both Meggitt’s and Carlyle’s transactions will be contemporaneous and inter-conditional.


The Acquisition is conditional upon, inter alia, shareholder approval with completion expected in mid August.


Commenting on the proposed acquisition, Terry Twigger, Chief Executive of Meggitt, said:


“The acquisition of the Design & Manufacturing division of the Dunlop Standard Aerospace Group is a further major step in the growth and development of the Meggitt Group and brings a further high quality, cash generative business that fits closely with Meggitt’s existing businesses.  The Design & Manufacturing division has excellent positions in the global aerospace and defence sectors and with its installed base of products provides a very strong aftermarket business.  The acquisition is expected to be significantly earnings enhancing in the first full financial year of ownership.”


________________________________________


Note (1): Excluding pension deficit of £8.6 million











