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Item 1.01 Entry into a Material Definitive Agreement
 
Proposed Acquisition
 
On July 8, 2024, the Registrant and certain of its wholly owned subsidiaries
entered into a Sale and Purchase Agreement (the “Purchase Agreement”) with
Ultra Electronics Holdings Limited, a private limited
company incorporated in England & Wales (“Seller”), pursuant to which one or more wholly owned
subsidiaries of the Registrant
(the “Buyer”) will acquire from Seller or Seller’s subsidiaries all of the issued and outstanding equity interests of
(i) Ultra
PMES Limited, a private limited company incorporated in England & Wales (the “UK Target Company”), (ii) Measurement
Systems, Inc., a Delaware
corporation, (iii) EMS Development Corporation, a New York corporation, and (iv) DNE Technologies, Inc., a Delaware
corporation (collectively, the
“Business”), for a purchase price of approximately $550 million, plus or minus certain customary
adjustments at closing and post-closing for cash, debt,
working capital and transaction expenses as specified in the Purchase Agreement
(the “Transaction”). Other than in respect of the Purchase Agreement
itself, there is no material relationship between the
Registrant or its affiliates and Seller or its affiliates.
 
The closing of the Transaction is subject to certain conditions, including
the (i) expiration or termination of the applicable waiting period under the Hart-
Scott-Rodino Antitrust Improvements Act of 1976 in the
United States, as amended, and (ii) receipt of clearance under the UK National Security and
Investment Act of 2021 (“NSIA”).
Buyer has agreed to procure that the conditions are fulfilled as soon as possible, except that Buyer is not obligated to
dispose or divest
of any business or asset in excess of $20 million in value, and Buyer is obligated to retain the current NSIA undertakings applicable
to the
business of the UK Target Company at the appropriate level of Buyer’s corporate structure.
 
The Purchase Agreement contains customary representations and warranties.
Seller’s obligation to the Buyer for breaches of representations and warranties
is limited to breaches of specified fundamental
representations and is subject to certain other customary restrictions and limitations. The sole recourse of
Buyer with respect to Seller’s
breach of the other representations, subject to certain limited exceptions, will be a representation and warranty insurance
policy in
favor of Buyer. Prior to closing of the Transaction, Seller is prohibited from taking certain actions
that may result in an alternative transaction
proposal other than the Transaction.  The Purchase Agreement also contains covenants
customary for a transaction of the type contemplated by the
Purchase Agreement, including (i) Seller’s obligation prior to the closing
to conduct the Business in the ordinary course consistent with past practice in all
material respects and to refrain from taking specified
actions, subject to certain exceptions, and (ii) Seller’s obligations for a period of 24 months after
closing with respect to non-solicitation
of employees, non-competition and non-interference with respect to customers and suppliers of the Business,
subject to certain exceptions.
The Purchase Agreement will terminate if the conditions to the Transaction have not been fulfilled on or prior to nine months
from the
date of the Purchase Agreement.
 
The Registrant has agreed to guarantee the obligations of the Buyer.
Seller may recover directly from the Registrant without first having to seek to exhaust
remedies against the Buyer.
 
The parties have agreed to enter into related agreements ancillary
to the Transaction that will become effective upon the consummation of the Transaction,
including a transition services agreement. Pursuant
to the Purchase Agreement, Buyer is required to cease use of the name “Ultra” as soon as reasonably
practicable after closing.
 
Financing Arrangements
 
On July 8, 2024, in order to finance the Transaction, the Registrant
also signed a Commitment Letter with JPMorgan Chase Bank, N.A., pursuant to which
the Registrant will endeavor to obtain an amendment
(the “Best Efforts Amendment”) to its existing Amended and Restated Credit Agreement, dated as of
August 30, 2023 (the “Existing
Facility”), in order to, among other things, obtain certain consents from existing lenders and implement a senior
incremental delayed
draw term loan credit facility in an aggregate principal amount of up to $350 million (the “Incremental Facility”). If and
to the extent
the full amount of the Incremental Facility is less than $300 million, the Registrant has obtained commitments for senior
unsecured 364-day bridge loans in
an aggregate principal amount of $300 million less the sum of the net cash proceeds of the loans issued
under the Incremental Facility. If the Best Efforts
Amendment does not become effective on or prior to the date of the closing of the
Transaction (the “Closing Date”), the Registrant will endeavor to obtain
a limited amendment (“Limited Amendment”)
to permit the Transaction and the financing thereof. If neither the Best Efforts Amendment nor the Limited
Amendment becomes effective
on or prior to the Closing Date, the Registrant has obtained commitments for a $500 million senior secured revolving
facility (“Backstop
Facility”). The proceeds of the loans drawn under the Incremental Facility, the revolver under the Existing Facility (as amended),
the
Bridge Facility and/or the Backstop Facility on the Closing Date will be applied to pay a portion of the cash consideration for the
Business and other
customary fees, premiums, expenses and costs incurred in connection with the Transaction.
 

 



 

 
Item 7.01 Regulation FD Disclosure
 
On July 8, 2024, the Registrant issued a press release (furnished as
Exhibit 99.1 to this report) announcing that it has entered into the Purchase Agreement
described in Item 1.01 of this Report.
 
Item 9.01 Financial Statements and Exhibits

 
(d) Exhibits

 
  Exhibit No. Description of Exhibit
  99.1 Press Release dated July 8, 2024
  104 Cover Page Inline Interactive Data File
 
Other Matters
 
The information in this report furnished pursuant to Item 7.01, including
Exhibit 99.1, shall not be deemed to be “filed” for purposes of Section 18 of the
Securities Exchange Act of 1934, as amended
(the “Exchange Act”) or otherwise subject to the liabilities of that section, unless the Registrant incorporates
it by reference
into a filing under the Securities Act of 1933, as amended, or the Exchange Act.
 
References to the Registrant’s web site address are included
in this Form 8-K and the press release only as inactive textual references, and the Registrant
does not intend them to be active links
to its web site. Information contained on the Registrant’s web site does not constitute part of this Form 8-K or the
press release.
 
Forward Looking Statements
 
Statements contained in this Form 8-K and its Exhibits regarding future
events are considered “forward-looking statements” within the meaning of the safe
harbor provisions of the Federal securities
laws. There is no assurance that the Transaction will be consummated, and there are a number of
risks and
uncertainties that could cause actual results to differ materially from the forward-looking statements made herein. The risks
and uncertainties in connection
with such forward-looking statements related to the Transaction include, but are not limited to, the ability
and timing to consummate the Transaction,
including obtaining the required regulatory approvals and financing to fund the Transaction;
the Registrant’s ability to promptly and effectively integrate
the Business after the Transaction has closed, and the Registrant’s
ability to obtain expected cost savings and synergies of the Transaction; operating costs,
customer loss and business disruption (including
difficulties maintaining relationships with Business employees, customers or suppliers) that may be
greater than expected following the
consummation of the Transaction; and other risks and uncertainties described in described in Item 1A, Risk Factors, of
the Registrant’s
annual report on Form 10-K for the year ended September 30, 2023; and the other factors set forth under “Forward Looking Statements”
in
Exhibit 99.1. Words such as expects, anticipates, targets, goals, projects, intends, plans, believes, estimates, variations of such
words, and similar
expressions are intended to identify such forward-looking statements.
 
Investors are cautioned that such statements are only predictions and
speak only as of the date of this Report, and the Registrant undertakes no duty to
update them except as may be required by applicable
laws or regulations. The Registrant’s actual results in the future may differ materially from those
projected in the forward-looking
statements.
 

 



 

 
SIGNATURE

 
Pursuant to the requirements of the Securities Exchange Act of 1934,
the Registrant has duly caused this report to be signed on its behalf by the
undersigned hereunto duly authorized.
 
Date: July 8,
2024  
   
  ESCO TECHNOLOGIES INC.
   
  By: /s/Christopher L. Tucker
    Christopher L. Tucker
    Senior Vice President and Chief Financial Officer
 

 
 



Exhibit 99.1
 

NEWS
FROM

 
 
For more information contact:
Kate Lowrey – VP of Investor Relations
(314) 213-7277
/ klowrey@escotechnologies.com
 

ESCO ANNOUNCES ACQUISITION
OF NAVY SUPPLIER
- Sole Source Supplier for US &
UK Naval Defense Markets -

- Continues Shift Towards High Margin/High Growth End-Markets
-
- Adds IP-Rich Strategic Capabilities in Defense
-

 
ST. LOUIS, July 8, 2024 – ESCO Technologies
Inc. (NYSE: ESE) today announced that it has agreed to acquire the Signature Management & Power (or
the “Business”) business
of Ultra Maritime for a purchase price of $550 million. The transaction will be funded through cash on hand and incremental debt,
with
committed financing in place. Signature Management & Power is a well-established, long-standing provider of mission-critical signature
and power
management solutions for submarines and surface ships for the US and UK naval defense markets. The Business is well positioned
to benefit from
increasing global naval defense spending as the US and its allies upgrade aging naval defense programs.
 
The Business’ Signature Management and Power
Management product lines and their deep engineering capabilities are highly complementary to ESCO’s
current naval programs. Signature
Management offers solutions for surface ships and submarines that provide magnetic and electric field countermeasures
to prevent underwater
mine and sensor detection. Power Management provides innovative and highly-engineered motors that drive critical ship propulsion
systems
with an ultra-quiet design ensuring low vibration levels to increase stealth capabilities.
 
The Business is headquartered in Long Island, New
York, operates out of four facilities based in the US and the UK, and has approximately 410 employees.
Signature Management & Power
will become part of ESCO’s Aerospace & Defense (A&D) segment and is expected to have approximately $175 million
of revenue
in calendar year 2024, with Adjusted EBITDA margins in excess of A&D segment margins.
 
Bryan Sayler, ESCO’s President and Chief Executive
Officer, commented, “I’m excited to welcome the outstanding management team and dedicated
employees of Signature Management
& Power to ESCO. Their product offerings complement our existing submarine and defense-related platforms,
providing increased content
on domestic naval programs and expansion into international defense markets for our A&D segment.
 
“Signature Management & Power is a long-tenured Navy supplier
with sole source content on major existing platforms and significant growth
opportunities on emerging international naval programs. Their
addition adds scale to our A&D portfolio and continues our shift in business mix towards
high growth, high margin end-markets. We’ve
been clear on our stated M&A goals and we are very pleased that this acquisition squarely meets all of
them.”
 

 



 

 
Pete Crawford, Chief Executive Officer of Ultra Maritime Signature
Management & Power, said, “With our shared focus as a trusted supplier with deep
naval electronics capabilities, I am excited
to join the ESCO team and work together to continue delivering for our customers’ key missions. The
transaction also represents
a great outcome for our company and employees, with significant opportunities for growth ahead of us.”
 
ESCO was represented by J.P. Morgan Securities LLC
as exclusive financial advisor and Bryan Cave Leighton Paisner LLP as legal advisor on this
transaction. Lazard served as sole financial
advisor and Weil, Gotshal & Manges (London) LLP served as legal advisor to Ultra Maritime Signature
Management & Power.
 
Conference Call
 
The Company will host a conference call tomorrow, July 9, at 7:30
a.m. Central Time, to discuss the acquisition. A live audio webcast and an
accompanying slide presentation will be available in the Investor
Center of ESCO’s website. For those unable to participate, a webcast replay will be
available after the call in the Investor
Center of ESCO’s website.
 
Forward-Looking Statement
 
Statements contained in this release regarding future growth, growth
strategy, expectations, beliefs and benefits resulting from the acquisition, and other
statements which are not strictly historical are
considered “forward-looking statements” within the meaning of the safe harbor provisions of the Federal
securities laws. There
is no assurance that the acquisition will be consummated, and there are a number of risks and uncertainties that could cause actual
results
to differ materially from the forward-looking statements made herein. The risks and uncertainties in connection with such forward-looking
statements related to the acquisition include, but are not limited to, the ability and timing to consummate the acquisition, including
obtaining the required
regulatory approvals and financing to fund the acquisition; ESCO’s ability to promptly and effectively integrate
the acquired business after the acquisition
has closed, and ESCO’s ability to obtain expected cost savings and synergies of the
acquisition; operating costs, customer loss and business disruption
(including difficulties maintaining relationships with the employees,
customers or suppliers of the acquired business) that may be greater than expected
following the consummation of the acquisition; and
other risks and uncertainties described in Item 1A, Risk Factors, of ESCO’s annual report on Form 10-
K for the year ended September
30, 2023.
 
ESCO is a global provider of highly engineered products and solutions
serving diverse end-markets. It manufactures filtration and fluid control products for
the aviation, Navy, space, and process markets
worldwide and composite-based products and solutions for Navy, defense, and industrial customers. ESCO
is an industry leader in designing
and manufacturing RF test and measurement products and systems; and provides diagnostic instruments, software and
services to industrial
power users and the electric utility and renewable energy industries. Headquartered in St. Louis, Missouri, ESCO and its subsidiaries
have offices and manufacturing facilities worldwide. For more information on ESCO and its subsidiaries, visit ESCO’s website at
www.escotechnologies.com.
 

 

 
 


