AS FILED WITH THE SECURITIES AND EXCHANGE COMMISSION ON APRIL 3, 1998

REGISTRATION NO. 333-47087

WASHINGTON, D.C. 20549

AMENDMENT NO. 1 TO
FORM S-3
REGISTRATION STATEMENT
UNDER
THE SECURITIES ACT OF 1933

ULTRALIFE BATTERIES, INC.
(Exact name of Registrant as specified in its charter)

DELAWARE 16-1387013
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification Number)
1350 ROUTE 88 SOUTH MR. BRUCE JAGID
NEWARK, NEW YORK 14513 ULTRALIFE BATTERIES, INC.
TEL: (315) 332-7100 1350 ROUTE 88 SOUTH

NEWARK, NEW YORK 14513
TEL: (315) 332-7100

(Address, including zip code and telephone number (Name, address, including zip code and telephone
including area code, of registrant's principal number, including area code, of agent for service)
executive offices)

COPIES TO:
HENRY I. ROTHMAN, ESQ. BARBARA L. BECKER, ESQ.
JORDAN A. HORVATH, ESQ. CHADBOURNE & PARKE LLP
PARKER CHAPIN FLATTAU & KLIMPL, LLP 30 ROCKEFELLER PLAZA
1211 AVENUE OF THE AMERICAS NEW YORK, N.Y. 10112
NEW YORK, NEW YORK 10036 TEL: (212) 408-5100

TEL: (212) 704-6000

APPROXIMATE DATE OF COMMENCEMENT OF PROPOSED SALE TO THE PUBLIC:
AS SOON AS PRACTICABLE AFTER THIS REGISTRATION STATEMENT BECOMES EFFECTIVE.

If the only securities being registered on this Form are being offered
pursuant to dividend or interest reinvestment plans, please check the following
box. / /

If any of the securities being registered on this Form are to be offered on
a delayed or continuous basis pursuant to Rule 415 under the Securities Act of
1933, other than securities offered only in connection with dividend or interest
reinvestment plans, check the following box. / /

If this form is filed to register additional securities for an offering
pursuant to Rule 462(b) under the Securities Act, please check the following box
and list the Securities Act registration statement number of the earlier
effective registration statement for the same offering. / /

If this form is a post-effective amendment filed pursuant to Rule 462(c)
under the Securities Act, check the following box and list the Securities Act
registration statement number of the earlier effective registration statement
for the same offering. / /

If delivery of the prospectus is expected to be made pursuant to Rule 434,
please check the following box. / /

THE REGISTRANT HEREBY AMENDS THIS REGISTRATION STATEMENT ON SUCH DATE OR
DATES AS MAY BE NECESSARY TO DELAY ITS EFFECTIVE DATE UNTIL THE REGISTRANT SHALL
FILE A FURTHER AMENDMENT WHICH SPECIFICALLY STATES THAT THIS REGISTRATION
STATEMENT SHALL THEREAFTER BECOME EFFECTIVE IN ACCORDANCE WITH SECTION 8(A) OF
THE SECURITIES ACT OF 1933 OR UNTIL THE REGISTRATION STATEMENT SHALL BECOME
EFFECTIVE ON SUCH DATE AS THE SECURITIES AND EXCHANGE COMMISSION, ACTING
PURSUANT TO SAID SECTION 8(A), MAY DETERMINE.



Information contained herein is subject to completion or amendment. A
registration statement relating to these securities has been filed with the
Securities and Exchange Commission. These securities may not be sold nor may
offers to buy be accepted prior to the time the registration statement becomes
effective. This prospectus shall not constitute an offer to sell or the
solicitation of an offer to buy nor shall there be any sale of these securities
in any State in which such offer, solicitation or sale would be unlawful prior
to registration or qualification under the securities laws of any such State.



SUBJECT TO COMPLETION, DATED APRIL 3, 1998

PROSPECTUS

2,500,000 SHARES

[LOGO]

COMMON STOCK

All of the 2,500,000 shares of Common Stock offered hereby are being sold by
Ultralife Batteries, Inc. (the "Company").

The Common Stock is quoted on Nasdaq National Market under the symbol
"ULBI." On April 2, 1998, the last reported sale price for the Common Stock as
reported by the Nasdag National Market was $14.75 per share. See "Price Range of
Common Stock."

THE SHARES OF COMMON STOCK OFFERED HEREBY INVOLVE A HIGH DEGREE OF RISK.
SEE "RISK FACTORS" BEGINNING ON PAGE 8.
THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE SECURITIES AND
EXCHANGE COMMISSION OR ANY STATE SECURITIES COMMISSION
NOR HAS THE SECURITIES AND EXCHANGE COMMISSION OR ANY STATE
SECURITIES COMMISSION PASSED UPON THE ACCURACY OR
ADEQUACY OF THIS PROSPECTUS. ANY REPRESENTATION TO
THE CONTRARY IS A CRIMINAL OFFENSE.

UNDERWRITING
PRICE TO DISCOUNTS AND
PUBLIC COMMISSIONS (1)
PEr SNArE. .\ttt e e e e $ $

o] o T N <3 S $ $

(1) The Company has agreed to indemnify the Underwriters against certain
liabilities, including liabilities under the Securities Act of 1933, as
amended. See "Underwriting."

(2) Before deducting estimated expenses of $475,000 payable by the Company.

(3) The Company has granted the Underwriters a 30-day option to purchase up to
an aggregate of 375,000 additional shares of Common Stock on the same terms
and conditions as set forth above, solely to cover over-allotments, if any.
If such option is exercised in full, the total Price to Public, Underwriting
Discounts and Commissions and Proceeds to Company will be $ ,
$ and $ , respectively. See "Underwriting."

The shares of Common Stock offered by this Prospectus are offered by the
Underwriters subject to prior sale, withdrawal, cancellation or modification of
the offer without notice, delivery to and acceptance by the Underwriters and
certain further conditions. It is expected that delivery of certificates
representing the shares of Common Stock will be made at the offices of Lehman
Brothers Inc., New York, New York, on or about , 1998.

LEHMAN BROTHERS

A.G. EDWARDS & SONS, INC.

PENNSYLVANIA MERCHANT GROUP

, 1998

PROCEEDS TO
COMPANY (2)

$



[PICTURES: TO BE INSERTED]

CERTAIN PERSONS PARTICIPATING IN THIS OFFERING MAY ENGAGE IN TRANSACTIONS
THAT STABILIZE, MAINTAIN OR OTHERWISE AFFECT THE PRICE OF THE COMMON STOCK OF
THE COMPANY, INCLUDING SYNDICATE COVERING TRANSACTIONS OR THE IMPOSITION OF
PENALTY BIDS. FOR A DISCUSSION OF THESE ACTIVITIES, SEE "UNDERWRITING."

IN CONNECTION WITH THIS OFFERING, CERTAIN UNDERWRITERS AND SELLING GROUP
MEMBERS MAY ENGAGE IN PASSIVE MARKET MAKING TRANSACTIONS IN THE COMMON STOCK OF
THE COMPANY ON THE NASDAQ NATIONAL MARKET IN ACCORDANCE WITH RULE 103 OF
REGULATION M UNDER THE SECURITIES EXCHANGE ACT OF 1934, AS AMENDED. SEE
"UNDERWRITING."



PROSPECTUS SUMMARY

THE FOLLOWING SUMMARY IS QUALIFIED IN ITS ENTIRETY BY THE MORE DETAILED
INFORMATION AND THE CONSOLIDATED FINANCIAL STATEMENTS AND NOTES THERETO
APPEARING ELSEWHERE IN THIS PROSPECTUS. UNLESS OTHERWISE INDICATED, NO EFFECT IS
GIVEN IN THIS PROSPECTUS TO THE EXERCISE OF THE UNDERWRITERS' OVER-ALLOTMENT
OPTION. AS USED IN THIS PROSPECTUS, UNLESS OTHERWISE INDICATED, THE TERMS
"COMPANY" AND "ULTRALIFE" INCLUDE THE COMPANY'S WHOLLY-OWNED SUBSIDIARY,
ULTRALIFE BATTERIES (UK) LTD. ("ULTRALIFE UK"). CERTAIN TERMS USED IN THIS
PROSPECTUS ARE DEFINED UNDER "GLOSSARY OF TECHNICAL TERMS." FOR PURPOSES OF
PRESENTATION IN THIS PROSPECTUS, EXCEPT FOR THE CONSOLIDATED FINANCIAL
STATEMENTS HEREIN OR DATA DERIVED THEREFROM, CONTRACT TERMS OR OTHER AMOUNTS
EXPRESSED ORIGINALLY IN BRITISH POUNDS STERLING ARE SET FORTH HEREIN IN U.S.
DOLLARS AT THE RATE OF LL.0O TO $1.65, THE NOON BUYING RATE IN NEW YORK CITY FOR
CABLE TRANSFERS IN FOREIGN CURRENCIES AS ANNOUNCED BY THE FEDERAL RESERVE BANK
OF NEW YORK FOR CUSTOMS PURPOSES ON DECEMBER 31, 1997.

THE COMPANY

Ultralife Batteries, Inc. ("Ultralife" or the "Company") develops,
manufactures and markets primary and rechargeable lithium batteries for use in a
wide array of applications. The Company believes that its proprietary
technologies allow the Company to offer batteries that are ultra-thin,
lightweight and generally achieve longer operating time than competing batteries
currently available. To date, the Company has focused on manufacturing a family
of lithium primary batteries for consumer and industrial applications which it
believes is one of the most comprehensive lines of lithium primary batteries
commercially available. Recently, the Company has been focusing on the
commercialization of its advanced rechargeable batteries which are based on its
proprietary lithium-ion solid-polymer technology and are integrated into
consumer electronic applications such as portable computers and cellular
telephones. The Company believes that its advanced rechargeable batteries are
the only solid-polymer lithium batteries currently being manufactured and sold
for commercial use. The Company intends to increase its production capacity of
advanced rechargeable batteries in order to supply Original Equipment
Manufacturers (OEMs) and the after-market for consumer replacement of batteries
in electronic devices. The Company has obtained initial production orders from
Mitsubishi Electronics America, Inc. ("Mitsubishi") to supply its advanced
rechargeable batteries for use in its new ultra-thin lightweight notebook
computer, the Pedion, and is also in discussions with other major OEMs to
develop its advanced rechargeable batteries for use in such products as cellular
telephones.

The global small cell rechargeable batteries market was approximately $3.7
billion in 1997 and is expected to grow to $6.1 billion by 2001. The widespread
use of a variety of portable consumer electronics such as notebook computers and
cellular telephones has resulted in large and growing markets for rechargeable
batteries. These electronic products are placing increasing demands on existing
battery technologies to deliver greater amounts of energy through efficiently
designed, smaller and lighter batteries. In some cases, current battery
capabilities are a major limitation in the development of next generation
electronic products. The Company believes that its proprietary lithium-ion
solid-polymer technology provides substantial benefits, including design
flexibility, reduced size and weight, and longer cycle life, over other
available rechargeable battery technologies. In addition, the Company's
proprietary technology, which does not utilize lithium metal or a liquid
electrolyte, provides performance and safety characteristics superior to other
lithium rechargeable batteries currently available.

The Company has been manufacturing its advanced rechargeable batteries on a
low volume production line since March 1997. A custom-designed automated
assembly machine and a custom-designed automated packaging and sealing machine
have been installed and are currently being tested at the Company's facility in
Newark, New York. The Company intends to ramp up production while integrating
this new equipment to achieve full operation by June 1998. This equipment will
enable the Company to complete its automated assembly line in Newark, New York,
greatly increase the Company's production capacity of advanced rechargeable
batteries and service anticipated demand. The Company intends to further expand
its production capacity by installing additional automated equipment at its
Newark, New



York facility, adding automated assembly equipment at its Abingdon, England
facility and by establishing a third production facility which is likely to be
located in Asia.

The Company also manufactures and markets a family of lithium-manganese
dioxide primary batteries in 9-volt and 3-volt sizes to OEM and consumer
markets, high rate lithium batteries in C, 1 1/4C and D sizes to specialized
industrial markets, custom Thin Cell-TM- batteries and silver-chloride sea water
batteries. The Company also provides research and development services to
government agencies and other third parties pursuant to technology contracts.
The Company's 9-volt battery is marketed to the consumer retail, security and
safety equipment, medical device and specialty instrument markets, and is
currently used in devices such as smoke detectors, home security devices and
medical infusion pumps. The Company currently sells its 9-volt battery under its
label to Coleman Safety & Security Products, Inc., Fyrnetics, Inc., and First
Alert-Registered Trademark- for long-life smoke alarms, to Siemens Medical
Systems, Inc. and i-STAT Corp. for medical devices and to ADEMCO and Interactive
Technologies, Inc. for security devices. The Company produces private label
9-volt batteries for Eveready Battery Company ("Eveready") in the United States,
Sonnenschein Lithium GmbH in Germany and Uniline in Sweden. Additionally, the
Company has introduced its 9-volt battery to the broader consumer market by
establishing relationships with national and regional retail chains such as
Radio Shack, Fred Meyer, Inc., TruServ Ace Hardware and a number of catalogues.
The Company believes that the market for its 9-volt lithium battery will
continue to grow as legislation is enacted which requires use of a long-life
battery in smoke detector devices. A state law was recently enacted in Oregon
and legislation was recently proposed in New York which provides that all
battery operated smoke detectors sold or in use in such states must include a
10-year battery. The Company believes that it currently manufactures the only
standard size 9-volt battery warranted to last 10 years.

STRATEGY

The Company's strategic objective is to become a leading provider of
advanced technology primary and rechargeable lithium batteries. In order to
achieve this goal, the Company intends to supply OEMs of portable consumer
electronic devices with custom-designed rechargeable batteries for products such
as notebook computers and cellular telephones. Additionally, the Company will
continue to provide primary batteries to OEMs and the consumer after-market. The
Company is establishing a distribution network to market the Company's advanced
rechargeable batteries to the consumer after-market and is continuing to market
its primary battery products to the broader consumer market by establishing
relationships with selected national and regional retailers and establishing
strategic relationships with OEMs. The Company intends to increase production
capacity by installing and integrating additional production lines and automated
equipment. While increasing its production and marketing efforts, the Company
will continue its research and development efforts to identify and develop new
applications for its advanced rechargeable batteries which is in part funded by
technology contracts with OEMs and the U.S. government. In addition, the Company
plans to continue to seek strategic relationships and joint ventures with other
battery manufacturers, suppliers and customers to accelerate commercialization
of its technology and products.

BENEFITS OF ULTRALIFE'S ADVANCED RECHARGEABLE BATTERY

The Company's advanced rechargeable batteries are based on its proprietary
lithium-ion solid-polymer technology which utilize a prismatic design and
provide significant advantages over currently available rechargeable batteries,
including:

ULTRA-THIN PROFILE AND DESIGN FLEXIBILITY. The Company is addressing the
demands of the portable electronics market which require thin and lightweight
power sources. The ultra-thin characteristics associated with the Company's
advanced rechargeable batteries provide manufacturers of portable electronic
devices the flexibility to meet the increasing demand for thinner and lighter
products.



SMALLER SIZE AND LIGHTWEIGHT. Reduced size and weight are critically
important for applications such as notebook computers and cellular telephones.
The Company's advanced rechargeable batteries deliver two times as much energy
as nickel-metal hydride batteries of comparable weight and approximately 20%
more energy than prismatic lithium-ion liquid batteries of comparable weight,
enabling electronic portable device manufacturers to provide an equivalent power
source in a smaller and lighter-weight package.

LONGER OPERATING TIME. Length of operating time is a critical performance
characteristic for many applications, particularly portable computers and
cellular telephones. Because the Company's advanced rechargeable batteries
provide greater energy density, manufacturers of portable electronic devices
have the ability to optimize weight and operating time in their products to meet
the preferences of their customers.

SUPERIOR RECHARGE CHARACTERISTICS. Certain of the Company's advanced
rechargeable batteries are able to deliver more than 500 discharge cycles
without appreciable performance degradation and are not subject to the memory
effect which is commonly experienced in certain other rechargeable batteries.
The Company's advanced rechargeable battery does not incorporate lithium metal,
which is subject to growth of dendritic structures which can significantly limit
the number of achievable cycles and become a safety hazard.

SUPERIOR SAFETY AND ENVIRONMENTAL CHARACTERISTICS. Unlike competing
lithium-ion liquid batteries, the Company's advanced rechargeable batteries do
not contain liquid and are fundamentally safer to use. Lithium-ion liquid
electrolyte batteries used in notebook computers and cellular phones have been
reported to have had incidences causing user safety concerns since they contain
a flammable liquid electrolyte that is contained in a metal case. The Company's
advanced rechargeable batteries are better for the environment than other
competing batteries since they do not contain metallic lithium, a flammable
liquid electrolyte or any toxic or heavy metals.

COST COMPETITIVE. The Company's batteries are comprised of relatively low
cost materials. Therefore, the Company believes that its advanced rechargeable
batteries will become cost competitive when the Company's production process is
successfully automated and its advanced rechargeable batteries are produced in
greater volume.

BENEFITS OF ULTRALIFE'S PRIMARY LITHIUM TECHNOLOGY

The Company's primary battery products are based on its proprietary
lithium-manganese dioxide technology. The materials used in, and the chemical
reactions inherent to, the Company's lithium batteries provide significant
advantages over currently available primary battery technologies, including
lighter weight, longer operating time, longer shelf life, and a wider operating
temperature range. The Company's primary batteries also have relatively flat
voltage profiles which provide stable power. Conventional primary batteries,
such as alkaline batteries, have sloping voltage profiles, which result in
decreased power during discharge. While the price for the Company's lithium
batteries is generally higher than commercially available alkaline batteries,
the Company believes that the increased energy per unit of weight and volume of
its batteries allows longer operating time and less frequent battery
replacements for the Company's targeted applications. Therefore, the Company
believes that its primary batteries are price competitive with other battery
technologies on a price per watt hour basis.

The Company was incorporated in Delaware on December 14, 1990, under the
name Ultralife Technologies, Inc. The Company changed its name to Ultralife
Batteries, Inc. on April 3, 1991. The Company's headquarters is located at 1350
Route 88 South, Newark, New York 14513, and its telephone number is (315)
332-7100.



Common Stock offered.........

THE OFFERING

Common Stock to be outstanding after this

offering (1).........cvvu.

Use of proceeds..............

2,500,000 shares

10,483,286 shares

The Company intends to use the net proceeds
of this offering to purchase additional
production equipment to further increase
production capacity of its advanced
rechargeable batteries in its Newark, New
York facility and to purchase automated
assembly equipment and other equipment
necessary to produce advanced rechargeable
batteries at its Abingdon, England facility.
In addition, the Company plans to use a
portion of the net proceeds to establish a
third production facility, which is likely to
be located in Asia. Pending such uses, the
Company intends to invest the net proceeds in
the United States primarily in short and
intermediate term interest-bearing debt
obligations of investment grade. See "Use of
Proceeds."

(1) Does not include (i) 375,000 shares of Common Stock issuable upon exercise
in full of the Underwriters' over-allotment option; (ii) 1,142,350 shares of
Common Stock issuable upon exercise of options granted to the Company's
employees pursuant to the Company's 1992 Stock Option Plan ("1992 Plan") and

1995 Stock Option Plan ("1995 Plan");

(iii) 375,000 shares of Common Stock

issuable upon exercise of options granted to the Chairman and Chief
Executive Officer not pursuant to a plan; and (iv) 112,500 shares of Common
Stock reserved for issuance upon exercise of outstanding warrants (the

"Warrants").



SUMMARY CONSOLIDATED FINANCIAL DATA

(IN THOUSANDS, EXCEPT PER SHARE DATA)

YEAR ENDED JUNE 30,

SIX MONTHS ENDED
DECEMBER 31,

STATEMENT OF OPERATIONS DATA: 1993 1994 1995 1996 1997 1996 1997
(UNAUDITED)
Revenue:
Battery SALeS. ... iuiiiie et $ 1,817 $ 2,890 $ 11,213 $ 12,624 $ 14,765 $ 7,444 $ 7,573
Technology contracts.........covvvvvviinnnnnnnn. 2,073 2,424 3,430 2,478 1,176 594 1,426
TOtAl FeVENUE. . v vttt it i it it nie e 3,890 5,314 14,643 15,102 15,941 8,038 8,999
Cost of products sold:
BatterY COSES. .ttt et e et ineiieenannnas 2,512 3,168 10, 900 12,317 13,880 7,126 6,790
Technology contracts..........cviiiiniiininnnns 594 1,781 3,017 1,954 1,238 594 1,261
Total cost of products sold...........cvvevnnnn. 3,106 4,949 13,917 14,271 15,118 7,720 8,051
Gross profit. ... 784 365 726 831 823 318 948
Selling, general and administrative expenses.... 1,527 2,879 4,263 4,994 5,217 2,787 2,613
Research and development expenses............... 658 1,481 1,542 2,671 3,413 1,687 2,764
Loss from operations(d)......vvvuivinninennnnnnns (1,401) (3,995) (5,079) (7,186) (8,557) (4,156) (3,233)
L= I Y S $ (814) $ (3,137) $ (3,392) $ (3,239) $ (7,246) $ (3,356) $ (2,828)
Net loss per common share............ouuuuvnnunn $ (0.20) $ (0.57) $ (0.50) $ (0.41) $ (0.91) $ (0.42) $ (0.36)
Weighted average number of shares outstanding... 4,032 5,499 6,747 7,814 7,923 7,933 7,942

BALANCE SHEET DATA:

Cash and available-for-sale SECUritieS. ..ttt ittt ittt et st s e
WOrKINg Capital. .ot i e i e
I = T = E ] -
StOCKNOLders ' EQUILLY . .. v vt

(1) Loss from operations includes items in 1996 and 1997 related to fires and
the China Battery development program.

(2) As adjusted to give effect to the sale by the Company of 2,500,000 shares
of Common Stock offered hereby at an assumed public offering price of $14.75
per share, after deducting underwriting discounts and commissions and
estimated offering expenses.

DECEMBER 31, 1997

AS

ACTUAL ADJUSTED(2)

(UNAUDI

$ 15,922
18,724
49,882
43,454

TED)

$ 50,110
52,912
84,070
77,642



RISK FACTORS

AN INVESTMENT IN SHARES OF COMMON STOCK OFFERED HEREBY INVOLVES A HIGH
DEGREE OF RISK. THE FOLLOWING RISK FACTORS SHOULD BE CONSIDERED CAREFULLY IN
ADDITION TO THE OTHER INFORMATION IN THIS PROSPECTUS BEFORE PURCHASING THE
COMMON STOCK OFFERED BY THIS PROSPECTUS.

HISTORY OF OPERATING LOSSES; UNCERTAINTY OF FUTURE PROFITABILITY

The Company commenced operations in March 1991 and has incurred net
operating losses since its inception. Losses have resulted principally from
research and development, manufacturing and general and administrative costs. No
assurance can be given that the Company will generate an operating profit or
achieve profitability in the future. For the fiscal years ended June 30, 1996
and June 30, 1997 and the six months ended December 31, 1997, the Company's net
loss was approximately $3.2 million, $7.2 million and $2.8 million,
respectively. At December 31, 1997, the accumulated deficit was $22.9 million.
See "Management's Discussion and Analysis of Financial Condition and Results of
Operations."

UNCERTAINTY OF MARKET ACCEPTANCE OF ADVANCED RECHARGEABLE BATTERIES

Since the Company intends to focus its manufacturing, research and
development and marketing efforts on the success of its advanced rechargeable
batteries, it will be dependent upon the market acceptance of its advanced
rechargeable batteries which are based on its lithium-ion solid-polymer
technology. Although the Company has received initial purchase orders for its
rechargeable batteries from Mitsubishi, the Company's advanced rechargeable
batteries have not yet achieved wide market acceptance. There can be no
assurance that market acceptance of its technology or advanced rechargeable
batteries will ever be achieved. The introduction of new products is subject to
the inherent risks of unforeseen delays and the time necessary to achieve market
success for any individual product is uncertain. If volume production of the
Company's advanced rechargeable batteries is delayed for any reason, the
Company's competitors may introduce emerging technologies or refine existing
technologies which could have a material adverse effect on the Company's
business, financial condition and results of operations.

DEPENDENCE ON OEM RELATIONSHIPS AND THEIR PRODUCTS FOR SALE OF ADVANCED
RECHARGEABLE BATTERIES

The Company intends to continue to promote demand for, and awareness of, its
advanced rechargeable batteries, in part, through the development of
relationships with OEMs that manufacture products which require the performance
characteristics of the Company's advanced rechargeable batteries. The success of
any such relationship is dependent upon the general business condition of the
OEM and the ability of the Company to produce its advanced rechargeable
batteries at the quality and cost and within the time frame required by such
OEMs. To date, the Company has entered into a relationship with Mitsubishi,
which has agreed to purchase limited quantities of production units of advanced
rechargeable batteries through April 1998. Since the Company has not been able
to produce its advanced rechargeable batteries in the volumes required by
Mitsubishi, Mitsubishi is utilizing lithium-ion liquid electrolyte batteries
produced by another manufacturer in some of its Pedion computers. Although the
Company is pursuing relationships with other OEMs, the Company currently depends
upon one OEM customer, Mitsubishi, for all current orders of advanced
rechargeable batteries. Failure to develop relationships with other OEMs or the
non-renewal or termination of its contractual arrangement with Mitsubishi could
have a material adverse effect on the Company's business, financial condition
and results of operations. See "Business -- Products -- Key OEM Relationships."

A substantial portion of the Company's business will depend upon the success
of products sold by OEMs that use the Company's batteries. For example, one
factor determining the quantity of purchase orders the Company may receive from
Mitsubishi in the future is the success of the Pedion, its new generation
notebook computer. Therefore, the Company's success is substantially dependent
upon the acceptance of the OEMs' products in the marketplace. The Company is
subject to many risks beyond its



control that influence the success or failure of a particular product
manufactured by an OEM, including among others, competition faced by the OEM in
its particular industry; market acceptance of the OEM's product; the
engineering, sales and marketing and management capabilities of the OEM;
technical challenges unrelated to the Company's technology or products faced by
the OEM in developing its products and the financial and other resources of the
OEM. See "Business -- Business Strategy."

ADVANCED RECHARGEABLE BATTERIES: MANUFACTURING; LIMITED EXPERIENCE; FACTORS
RELATED TO MANUFACTURING EXPANSION

To be successful with respect to its advanced rechargeable battery efforts,
the Company must manufacture its batteries in large commercial quantities with
appropriate performance characteristics at competitive costs. At present, the
Company operates an automated coating machine and a manual assembly and
packaging production line that produces limited quantities of advanced
rechargeable batteries for customer sampling and initial product runs. The
Company is in the process of testing a high volume automated assembly machine
and an automated packaging machine. The Company will not have a fully automated
production line of its advanced rechargeable batteries until these machines
become fully operational, which the Company expects to occur by June 1998. The
Company must successfully integrate its automated assembly and packaging
production line and be able to ramp up production of its advanced rechargeable
batteries. Failure of such machines to become fully operational may result in
the Company not being able to obtain additional orders from Mitsubishi and may
adversely impact the Company's ability to attract additional customers which
will have a material adverse effect on the Company's business, financial
condition and results of operations. The Company currently has no high volume
manufacturing capability or experience in large scale manufacturing of its
advanced rechargeable batteries and has limited experience in automated assembly
and packaging technology. Custom design, manufacturing and integration of large
scale manufacturing equipment frequently result in delays and cost overruns, as
the equipment is repeatedly tested and modified to achieve optimum performance.
There can be no assurance that the Company will be successful in integrating and
operating such additional equipment or that the Company will be able to develop
its manufacturing capabilities to produce the necessary production quality on
acceptable terms. The Company currently plans to install additional automated
production equipment for advanced rechargeable batteries in its Newark, New York
and Abingdon, England facilities and to establish a third facility, which is
likely to be located in Asia. In the past, the Company has experienced
significant delays in the delivery of its custom-designed equipment. Such delays
have resulted in the Company not being able to fulfill certain production
purchase orders of Mitsubishi and another OEM causing the Company to have to
renegotiate its contracts with Mitsubishi and another OEM. Any delays or
difficulties in developing or operating its manufacturing facilities will have a
material adverse effect on the Company's business, financial condition and
results of operations. Moreover, further delays in the production and delivery
of the Company's advanced rechargeable batteries could adversely affect the
Company's prospects for sales of rechargeable batteries to its current or
prospective customers. See "Business -- Products -- Key OEM Relationships" and
"-- Manufacturing and Raw Materials."

RISKS RELATING TO GROWTH AND EXPANSION

Rapid growth of the Company's advanced rechargeable battery business or
other segments of its business may significantly strain the Company's
management, operations and technical resources. If the Company is successful in
obtaining rapid market penetration of its advanced rechargeable batteries, the
Company will be required to deliver large volumes of quality products to its
customers on a timely basis at a reasonable cost to those customers. There can
be no assurance, however, that the Company's business will achieve rapid growth
or that its efforts to expand its manufacturing and quality control activities
will be successful or that it will be able to satisfy commercial scale
production requirements on a timely and cost-effective basis. The Company will
also be required to continue to improve its operations, management and financial
systems and controls. Failure by the Company to manage its growth effectively
could have an



adverse effect on the Company's business, financial condition and results of
operations. See "Business -- Manufacturing and Raw Materials" and "--
Facilities."

COMPETITION; TECHNOLOGICAL OBSOLESCENCE

The primary and rechargeable battery industry is characterized by intense
competition with a large number of companies offering or seeking to develop
technology and products similar to those of the Company. The Company is subject
to competition from manufacturers of traditional rechargeable batteries, such as
nickel- cadmium batteries, from manufacturers of rechargeable batteries of more
recent technologies, such as nickel-metal hydride, lithium-ion liquid
electrolyte and lithium-metal solid-polymer batteries, as well as from companies
engaged in the development of batteries incorporating new technologies.
Manufacturers of nickel-cadmium and nickel-metal hydride batteries include
Eveready, Sanyo Electric Co. Ltd., Sony Corp., Toshiba Corp., Matsushita
Electric Industrial Co., Ltd. and Duracell International, Inc. Manufacturers of
lithium-ion liquid electrolyte batteries currently include Saft-Soc des ACC,
Sony Corp., Toshiba Corp., Matsushita Electric Industrial Co., Ltd., Sanyo
Electric Co. Ltd. and Duracell International, Inc. Valence Technology, Inc.,
Lithium Technology Corporation, Battery Engineering, Inc. and Yuasa-Exide, Inc.
have developed prototype solid-polymer batteries and are constructing
commercial-scale manufacturing facilities. The Company also competes with large
and small manufacturers of alkaline, carbon-zinc, sea water, high rate and
primary batteries as well as other manufacturers of lithium batteries. There can
be no assurance that the Company will be successful in competing with these
manufacturers, many of which have substantially greater financial, technical,
manufacturing, distribution, marketing, sales and other resources. A number of
companies with substantially greater resources than the Company are pursuing the
development of a wide variety of battery technologies, including both liquid
electrolyte lithium and solid electrolyte lithium batteries, which are expected
to compete with the Company's technology. Other companies undertaking research
and development activities of solid-polymer batteries have already developed
prototypes and are constructing commercial scale production facilities. If such
other companies successfully market their batteries prior to the introduction of
the Company's products, there will be a material adverse effect on the Company's
business, financial condition and results of operations. The market for the
Company's products is characterized by changing technology and evolving industry
standards, often resulting in product obsolescence or short product lifecycles.
Although the Company believes that its batteries, particularly its 9-volt and
advanced rechargeable batteries, are comprised of state-of-the-art technology,
there can be no assurance that competitors will not develop technologies or
products that would render the Company's technology and products obsolete or
less marketable. See "Business -- Competition."

DEPENDENCE ON KEY PERSONNEL

Because of the specialized, technical nature of the Company's business, the
Company is highly dependent on certain members of its management, marketing,
engineering and technical staff, the loss of whose services could have a
material adverse effect on the Company's business, financial condition and
results of operations. In addition to developing manufacturing capacity that
meets the rigorous tolerances necessary for the high volume production of the
Company's advanced rechargeable batteries, the Company must attract, recruit and
retain a sizeable workforce of technically competent employees. The ability of
the Company to pursue effectively its business strategy will depend upon, among
other factors, the successful recruitment and retention of additional highly
skilled and experienced managerial, marketing, engineering and technical
personnel. There can be no assurance that the Company will be able to retain or
recruit such personnel. See "Business -- Employees" and "Management -- Executive
Oofficers and Directors."

INTERRUPTION IN OPERATIONS OF ULTRALIFE UK
The operations of the Company's Abingdon, England facility remain suspended
as a result of a December 1996 fire believed to be caused by arson. This fire

has caused the Company to cease sales of its
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high rate lithium batteries and sea water batteries. The Company has only
recently resumed production of its sea water batteries. The Company has
subcontracted manufacturing to third parties and manufactured products from an
off-site facility to satisfy some customers, however, many of the Company's
customers have obtained products previously supplied by Ultralife UK from other
manufacturers while operations have been interrupted. Since the fire, the
Company has been receiving insurance proceeds compensating for the loss of plant
and machinery, leasehold improvements, inventory and business interruption. The
Company's insurance policies will cover losses associated with business
interruption until May 1998. Although the Company believes that its remaining
operations in Abingdon, England will begin by March 1998 and become fully
operational by June 1998 and that many of its customers will return to the
Company, there can be no assurance that customers which have purchased batteries
elsewhere will resume their relationship with the Company. Such an event would
have a material adverse effect on the Company's business, financial condition
and results of operations.

SAFETY RISKS; DEMANDS OF ENVIRONMENTAL AND OTHER REGULATORY COMPLIANCE

Components of the Company's batteries contain certain elements which are
known to pose safety risks. The Company's primary battery products incorporate
lithium metal, which is known to react with water and may cause fires if not
handled properly. In addition to the December 1996 fire at the Company's
Abingdon, England facility described above, fires occurred in August 1991 and
August 1997 at the Company's Newark, New York facility and fires occurred in
July 1994 and September 1995 at the Company's Abingdon, England facility, each
of which temporarily interrupted certain manufacturing operations in a specific
area of the facility. Although the Company incorporates safety procedures in its
research, development and manufacturing processes that are designed to minimize
safety risks, there can be no assurance that an accident in its facilities or
one involving its products will not occur. Although the Company currently has in
force insurance policies which cover loss of its plant and machinery, leasehold
improvements, inventory and business interruption, any accident, whether at the
Company's manufacturing facilities or from the use of its products, may result
in significant production delays or claims for damages resulting from injuries,
any of which could have a material adverse effect on the Company's business,
financial condition and results of operations.

National, state and local regulations impose various environmental controls
on the manufacture, storage, use and disposal of lithium batteries and/or of
certain chemicals used in the manufacture of lithium batteries. Although the
Company believes that its operations are in substantial compliance with current
environmental regulations and that there are no environmental conditions that
will require material expenditures for clean-up at its present or former
facilities or at facilities to which it has sent waste for disposal, there can
be no assurance that changes in such laws and regulations will not impose costly
compliance requirements on the Company or otherwise subject it to future
liabilities. Moreover, state and local governments may enact additional
restrictions relating to the disposal of lithium batteries used by customers of
the Company which could have a material adverse effect on the Company's
business, financial condition and results of operations. In addition, the
transportation of batteries which contain lithium metal is regulated by the U.S.
Department of Transportation and by certain foreign regulatory agencies that
consider lithium to be a hazardous material. The Company currently ships its
lithium batteries in accordance with regulations established by the U.S.
Department of Transportation. There can be no assurance that additional or
modified regulations relating to the manufacture, transportation, storage, use
and disposal of materials used to manufacture the Company's batteries or
restricting disposal of batteries will not be imposed or as to the effect such
regulations may have on the Company or its customers. See "Business -- Battery
Safety; Regulatory Matters; Environmental Considerations."

In connection with the Company's purchase/lease of its Newark, New York
facility, a consulting firm performed a Phase I and II Environmental Site
Assessment which revealed the existence of contaminated soil and ground water
around one of the Company's buildings. The Company retained an engineering firm
which estimated that the cost of remediation should be in the range of $230, 000,
however, there can be no
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assurance that this will be the case. In February 1998, the Company entered into
an agreement with a third party which provides that the Company and this third
party will retain an environmental consulting firm to conduct a supplemental
Phase II investigation to verify the existence of the contaminants and further
delineate the nature of the environmental concern. The third party agreed to
reimburse the Company for fifty percent of the cost associated with remediating
the environmental concern. There can be no assurance that the Company will not
face claims resulting in substantial liability which would have a material
adverse effect on the Company's business, financial condition and results of
operations in the period in which such claims are resolved. See "Business --
Battery Safety; Regulatory Matters; Environmental Considerations."

LIMITED SOURCES OF SUPPLY

Certain materials used in the Company's products are available only from a
single or a limited number of suppliers. Additionally, the Company may elect to
develop relationships with a single or limited number of suppliers for materials
that are otherwise generally available. Although the Company believes that
alternative suppliers are available to supply materials that could replace
materials currently used by the Company and that, if necessary, the Company
would be able to redesign its products to make use of such alternatives, any
interruption in its supply from any supplier that serves as the Company's sole
source could delay product shipments and have a material adverse effect on the
Company's business, financial condition and results of operations. Although the
Company has experienced interruptions of product deliveries by sole source
suppliers, none of such interruptions has had a material adverse effect on the
Company's business, financial condition and results of operations. There can be
no assurance that the Company will not experience a material interruption of
product deliveries from sole source suppliers which could have a material
adverse effect on the Company's business, financial condition and results of
operations. See "Business -- Manufacturing and Raw Materials."

DEPENDENCE ON PROPRIETARY TECHNOLOGIES

The Company believes that its success is less dependent on the legal
protection that its patents and other proprietary rights may or will afford than
on the knowledge, ability, experience and technological expertise of its
employees. The Company claims proprietary rights in various unpatented
technologies, know how, trade secrets and trademarks relating to its products
and manufacturing processes. There can be no assurance as to the degree of
protection these various claims may or will afford, or that the Company's
competitors will not independently develop or patent technologies that are
substantially equivalent or superior to the Company's technology. It is the
policy of the Company to protect its proprietary rights in its products and
operations through contractual obligations, including nondisclosure agreements
with certain employees, customers, consultants and strategic partners. There can
be no assurance as to the degree of protection these contractual measures may or
will afford. The Company, however, has had patents issued and patent
applications pending in the U.S. and elsewhere. There can be no assurance (i)
that patents will be issued from any pending applications, or that the claims
allowed under any patents will be sufficiently broad to protect the Company's
technology, (ii) that any patents issued to the Company will not be challenged,
invalidated or circumvented, or (iii) as to the degree or adequacy of protection
any patents or patent applications may or will afford. In addition, although the
Company does not believe that it is materially infringing the intellectual
property rights of others, a legal action was commenced by Eveready alleging
infringements of two patents. The Company has cross-claimed against the
corporation that licensed the technology at issue to the Company. Although the
Company believes the damages, if any, are minimal and the possibility of an
injunction, in the opinion of Lieberman & Nowak, LLP, the Company's patent
counsel, is remote, there can be no assurance that any consequences arising from
this infringement claim will not have a material adverse effect on the Company's
business, financial condition and results of operations. Moreover, there can be
no assurance that other claims will not be asserted against the Company in the
future. If the Company is found to be infringing third party patents, there can
be no assurance that it will be able to obtain licenses with respect to such
patents on acceptable terms, if at all. Failure of the Company to obtain
necessary licenses could result in delays in product
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shipment or the introduction of new products, and costly attempts to design
around such patents could foreclose the development, manufacture or sale of the
Company's products. See "Business -- Legal Proceedings" and "-- Patents, Trade
Secrets and Trademarks."

DEPENDENCE ON TECHNOLOGY TRANSFER AGREEMENTS

The Company's research and development of advanced rechargeable battery
technology and products utilizes internally-developed technology, acquired
technology and certain patents and related technology licensed by the Company
pursuant to non-exclusive, technology transfer agreements. The Company is
currently aware of ten to twelve companies who have acquired the technologies
under such non-exclusive technology transfer agreements, although the Company
believes only one of these companies is in a directly competitive field. There
can be no assurance that the Company's competitors will not develop,
independently or through the use of similar technology transfer agreements,
rechargeable battery technology or products that are substantially equivalent or
superior to the technologies and products currently under research and
development by the Company. Termination of the technology transfer agreements
could result in significant delays in the research and development of the
Company's advanced rechargeable battery technology and the introduction of new
products based thereon, and there can be no assurance that the Company will be
able to develop its own technology or obtain similar or alternative licenses on
acceptable terms, if at all. The Company does not believe that it will have any
difficulty complying with all material terms of the technology transfer
agreements; however, termination of such agreements could have a material
adverse effect on the Company's business, financial condition and results of
operations. See "Business -- Business Strategy," "-- Ultralife's Advanced
Rechargeable Batteries" and "-- Patents, Trade Secrets and Trademarks."

RISKS RELATED TO CHINA JOINT VENTURE PROGRAM

In July 1992, the Company entered into several agreements related to the
establishment of a manufacturing facility in Changzhou, China, for the
production and distribution in and from China of 2/3A lithium primary batteries.
Changzhou Ultra Power Battery Co., Ltd, a company organized in China ("China
Battery"), purchased from the Company certain technology, equipment, training
and consulting services relating to the design and operation of a lithium
battery manufacturing plant. China Battery is required to pay approximately $6.0
million to the Company over the first two years of the agreement, of which
approximately $5.6 million had been paid as of the date of this Prospectus. The
Company has been attempting to collect the balance due under this contract.
China Battery has indicated that these payments will not be made until certain
contractual issues have been resolved. Due to China Battery's questionable
willingness to pay, the Company wrote off in fiscal 1997 the entire balance owed
to the Company as well as the Company's investment aggregating $805,000. Since
China Battery has not purchased technology, equipment, training or consulting
services from the Company to produce batteries other than 2/3 A lithium
batteries, the Company does not believe that China Battery has the capacity to
become a competitor of the Company. The Company does not anticipate that the
manufacturing or marketing of 2/3 A lithium batteries will be a substantial
portion of its product line in the future. However, in December 1997, China
Battery sent to the Company a letter demanding reimbursement of an unspecified
amount of losses they have incurred plus a refund for certain equipment that the
Company sold to China Battery. The Company has attempted to initiate
negotiations to resolve the dispute. However, an agreement has not yet
materialized. Although China Battery has not taken any additional steps, there
can be no assurance that China Battery will not further pursue such a claim
which, if successful, would have a material adverse effect on the Company's
business, financial condition and results of operations. The Company believes
that such a claim is without merit.
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ABILITY TO INSURE AGAINST LOSSES

Because certain of the Company's primary batteries are used in a variety of
security and safety products (such as smoke and fire detectors) and medical
devices (such as infusion pumps), the Company may be exposed to liability claims
if such a battery fails to function properly. The Company currently has in force
an insurance policy which covers product liability claims with coverage limits
of $11,000,000 per occurrence and $11,000,000 in the aggregate annually.
However, there can be no assurance that the liability insurance will continue to
be available, or that any such liability insurance would be sufficient to cover
any claim or claims.

POSSIBLE ADVERSE EFFECTS OF AUTHORIZATION OF PREFERRED STOCK

The Company's Restated Certificate of Incorporation authorizes the Company's
Board of Directors to issue up to 1,000,000 shares of preferred stock (the
"Preferred Stock") in one or more series and to fix the rights, preferences,
privileges and restrictions as may be determined from time to time by the Board
of Directors. Accordingly, the Board of Directors will be authorized without
stockholder approval, to issue Preferred Stock with dividend, liquidation,
conversion, voting, redemption (including sinking fund provisions) or other
rights, which could adversely affect the voting power of the holders of Common
Stock and, under certain circumstances, could make it difficult for a third
party to gain control of the Company, prevent or substantially delay a change in
control, discourage bids for the Common Stock at a premium, or otherwise
adversely affect the market price of the Common Stock. Although the Company has
no current plans to issue any shares of Preferred Stock, there can be no
assurance that the Board will not decide to do so in the future. See
"Description of Capital Stock--Preferred Stock."

POSSIBLE VOLATILITY OF STOCK PRICE

Future announcements concerning the Company or its competitors, including
technological innovations or commercial products, litigation or public concerns
as to the safety or commercial value of one or more of the Company's products,
may cause the market price of the Common Stock to fluctuate substantially for
reasons which may be unrelated to operating results. These fluctuations, as well
as general economic, political and market conditions, may have a material
adverse effect on the market price of the Common Stock. See "Underwriting" and
"Management's Discussion and Analysis of Financial Condition and Results of
Operations."

SHARES ELIGIBLE FOR FUTURE SALE

Future sales of Common Stock by existing stockholders pursuant to Rule 144
("Rule 144") promulgated under the Securities Act, pursuant to registration
rights granted to certain holders of warrants to purchase the Common Stock, or
pursuant to other registration or exemptions from registration under the
Securities Act, could have an adverse effect on the price of the shares of
Common Stock. The Company has approximately 7,983,286 shares of Common Stock
outstanding (10,858,286 upon consummation of this offering and assuming the
Underwriter's over-allotment option is exercised in full). In addition, the
Company has reserved for issuance (i) 1,042,350 shares of Common Stock upon the
exercise of options available for grant under the 1992 Plan, (ii) 100,000 shares
of Common Stock upon the exercise of options available for grant under the 1995
Plan, (iii) 375,000 shares of Common Stock upon the exercise of options granted
to the Company's Chairman and Chief Executive Officer not pursuant to a plan and
(iv) 112,500 shares of Common Stock reserved for issuance upon the exercise of
the outstanding Warrants. The Company has agreed to include 12,500 of the shares
underlying the foregoing Warrants in a future registration statement which the
Company will prepare and file with, and use its best efforts to have declared
effective by, the Securities and Exchange Commission ("Commission") so as to
permit the public trading of the shares underlying the foregoing Warrants.
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of the 7,983,286 shares of Common Stock issued and outstanding, 2,012,500
were sold publicly in the Company's initial public offering in December 1992 and
approximately 2,000,000 shares were sold publicly pursuant to the Company's
follow-on public offering in December 1994. Of the remaining shares of Common
Stock, all are freely tradeable without restriction or further registration
under the Securities Act except for approximately 1.8 million shares of Common
Stock which may not be resold except pursuant to an effective registration
statement filed by the Company or an applicable exemption from registration,
including an exemption under Rule 144. The Company, each of its executive
officers and directors and Intermagnetics General Corporation ("IGC") have
agreed that, for a period of 90 days after the date of this Prospectus, they
will not offer, sell or otherwise dispose of any shares of Common Stock without
the prior written consent of Lehman Brothers Inc. No predictions can be made as
to the effect that future sales of Common Stock, or the availability of shares
of Common Stock for future sales, will have on the market prices for the Common
Stock prevailing from time to time. Sales of substantial amounts of Common
Stock, or the perception that such sales could occur, could adversely effect
prevailing market prices for the Common Stock and could impair the Company's
ability to raise capital through the future sales of its equity securities. See
"Principal Stockholders."

15



USE OF PROCEEDS

The net proceeds to the Company from the sale of the 2,500,000 shares of
Common Stock offered hereby (at an assumed public offering price of $14.75 per
share and after deducting the underwriting discounts and commissions and
estimated offering expenses) are estimated to be $34,187,500 ($39,386,875
million if the Underwriters' over-allotment option is exercised in full). The
Company anticipates that from the net proceeds of this offering and the current
cash position of the Company, approximately $9 million will be used to purchase
additional automated coating, conditioning and formation equipment necessary to
further increase production capacity of its advanced rechargeable batteries at
its Newark, New York facility, approximately $13 million will be used to
purchase automated assembly and packaging equipment to produce advanced
rechargeable batteries at its Abingdon, England production facility and
approximately $20 million will be used to establish a third production facility,
which is likely to be located in Asia, and to purchase automated production
equipment to produce advanced rechargeable batteries at that facility. Pending
such uses, the Company intends to invest the net proceeds in the United States,
primarily in short and intermediate term interest-bearing debt obligations of
investment grade.

Since the net proceeds of this offering will be applied over time, the
actual expenditure of funds for any purpose could vary significantly from the
anticipated expenditures described above. The Company may, from time to time,
seek to acquire businesses, products, services or technologies complementary to
the Company's business, although no acquisitions are currently being negotiated
or planned. The Company reserves the right, therefore, to reallocate proceeds
among the uses described above, depending upon factors such as the results of
the Company's marketing activities and technological advances in the industry.
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PRICE RANGE OF COMMON STOCK

The Common Stock is included for quotation on the Nasdaq National Market
System under the symbol "ULBI." The following table sets forth the quarterly

high and low sales prices of the Common Stock during the period set forth below:

FISCAL YEAR 1996

Quarter ended September 30, 1005, ... .. ittt
Quarter ended December 31, 1005, ...ttt ittt e e e
Quarter ended March 31, 1996, .. ..ttt ittt ettt it e
Quarter ended JUNE 30, 1906 . ...t ii ittt e e

FISCAL YEAR 1997

Quarter ended September 30, 10906, .. ...ttt e e
Quarter ended December 31, 1006, . ...ttt ittt e e
Quarter ended March 31, 1007 . . ...ttt ittt
Quarter ended JUuNe 30, 1007 . . ...ttt ittt e e

FISCAL YEAR 1998

Quarter ended September 30, 1007. ... .. ittt
Quarter ended December 31, 1007. . ... ittt ittt
Quarter ended March 31, 1998, .. ..ttt ittt e

On April 2, 1998, the last reported sales price for the Common Stock as
reported on the Nasdag National Market was $14.75 per share. As of April 2,
1998, there were approximately 149 holders of record of the Common Stock, and
the Company believes there are in excess of 3,650 beneficial holders of the
Common Stock.

DIVIDEND POLICY

The Company has never declared or paid a cash dividend on the Common Stock
and does not intend to do so in the foreseeable future. The Company's current
policy is to reinvest earnings, if any, to finance internal growth and product
development. Payment of dividends in the future will depend upon the earnings
and financial condition of the Company and such other factors as the directors
may consider or deem appropriate at the time.
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CAPITALIZATION

The following table set forth the capitalization of the Company as of
December 31, 1997 and as adjusted to give effect to the sale of 2,500,000 shares
of Common Stock offered hereby at an assumed public offering price of $14.75 per
share and after deducting the underwriting discounts and commissions and
estimated offering expenses. This table should be read in conjunction with the
Company's Financial Statements and Notes thereto included elsewhere in this
Prospectus.

DECEMBER 31, 1997

ACTUAL AS ADJUSTED

Stockholders' equity:

Preferred Stock, $0.10 par value per share: authorized -- 1,000,000 shares; no shares

OUESEANAING . o vttt e -- --
Common Stock, $0.10 par value per share: authorized -- 12,000,000 shares; outstanding --

actual: 7,975,286 shares; as adjusted: 10,475,286 shares (1).......euuirrnnnnnnnnnnn.. $ 800 $ 1,050
Capital in excess Of par ValUe. ... .. in it ettt et et st ey 65,245 99,183
Unrealized net gain 0N SECUrditIieS. ... ittt i it ittt e i 634 634
Foreign currency translation adjustment. . ...... ...t i e 20 20
Accumulated defiCait. . ... e (22,943) (22,943)
Treasury stock, 27,250 shares of Common Stock, actual and as adjusted................... (302) (302)
Total stockholders' EQUILY . ..ttt it sttt et st s 43,454 77,642

Total capitalization. .. ...t e $ 43,454 $ 77,642

(1) Does not include (i) 375,000 shares of Common Stock issuable upon exercise
in full of the Underwriters' over-allotment option; (ii) 1,142,350 shares of
Common Stock issuable upon exercise of options granted to the Company's
employees pursuant to the 1992 Plan and the 1995 Plan; (iii) 375,000 shares
of Common Stock issuable upon exercise of options granted to the Chairman
and Chief Executive Officer not pursuant to a plan; (iv) 100,000 shares of
Common Stock reserved for issuance upon exercise of the Warrants and (v)
12,500 shares of Common Stock reserved for issuance upon exercise of the
warrants issued subsequent to December 31, 1997. Certain holders of the
options exercisable to purchase shares of Common Stock have agreed not to
exercise their options until the Company increases its authorized number of
shares of Common Stock. See "Underwriting" and "Principal Stockholders."
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DILUTION

The net tangible book value of the Company at December 31, 1997, was
$42,820,337, or $5.37 per share of Common Stock. Net tangible book value per
share represents the amount of total tangible assets less total liabilities of
the Company, divided by the number of shares of Common Stock outstanding. After
giving effect to the receipt of the net proceeds from the sale of the 2,500,000
shares of Common Stock offered hereby, at the estimated offering price of $14.75
per share, after deducting underwriting discounts and commissions and estimated
offering expenses, the pro forma net tangible book value of the Company at
December 31, 1997, would have been $77,007,837, or $7.35 share. This represents
an immediate increase in net tangible book value of $1.98 per share to existing
stockholders and an immediate dilution of $7.40 per share to the new investors
purchasing Common Stock at the assumed public offering price. The following
illustrates this per share dilution:

Public offering price per share....... ...ttt
Net tangible book value per share as of December 31, 1997 before this

[0 =T e o T $ 5.37
Increase per share attributable to new investors............oiiiiiininnnnnan 1.98
Pro forma net tangible book value per share at December 31, 1997 after this

[ = 0

Dilution per share to new INVeStors (L) . ...ttt

(1) If the Underwriters' over-allotment option is exercised in full, the pro
forma net tangible book value per share after this offering and dilution per
share to new investors would be $7.58 and $7.17, respectively.

The foregoing table excludes 1,629,850 shares of Common Stock issuable
pursuant to currently outstanding options and warrants which are expected to be
outstanding after the consummation of this offering. If all options and warrants
outstanding as of December 31, 1997, were included above, the pro forma net
tangible book value per share at December 31, 1997, after giving effect to this
offering, would have been $7.84 and the dilution per share to new investors
would have been $6.91.
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SELECTED CONSOLIDATED FINANCIAL DATA

Set forth below is selected consolidated financial data with respect to the
statements of operations of the Company for the years ended June 30, 1993, 1994,
1995, 1996, 1997, the six months ended December 31, 1996 and 1997, and the
balance sheets of the Company at June 30, 1993, 1994, 1995, 1996 and 1997 and
December 31, 1997. Year-end data for the years ended June 30, 1996 and 1997 were
derived from the Company's Consolidated Financial Statements audited by Arthur
Andersen LLP, independent public accountants, whose report thereon is included
elsewhere in this Prospectus. Year-end data for the years ended June 30, 1993,
1994 and 1995 were derived from the Company's Consolidated Financial Statements
audited by Ernst & Young LLP, independent auditors, whose report for the year
ended June 30, 1995 is included elsewhere in this Prospectus. The selected
financial data for the six-month periods ended December 31, 1996 and 1997 are
derived from unaudited interim financial statements of the Company which, in the
opinion of management of the Company, include all adjustments, consisting of
normal recurring adjustments, necessary for a fair presentation of the results
of operations and financial position for this period. Operating results for the
six-month period ended December 31, 1997 are not necessarily indicative of the
results which may be expected for the full year. The data should be read in
conjunction with the Financial Statements and Notes thereto and the Management's
Discussion and Analysis of Financial Condition and Results of Operations
included elsewhere in this Prospectus.

SIX MONTHS ENDED

YEAR ENDED JUNE 30, DECEMBER 31,
STATEMENT OF OPERATIONS DATA: 1993 1994 1995 1996 1997 1996 1997
(IN THOUSANDS, EXCEPT PER SHARE DATA) (UNAUDITED)
Revenue:
Battery SAleS....viireireeine i $ 1,817 $ 2,890 $ 11,213 $ 12,624 $ 14,765 $ 7,444 $ 7,573
Technology contracts.........covvviviinnnnnnnn. 2,073 2,424 3,430 2,478 1,176 594 1,426
Total FrevVenUEe. ...ttt e i 3,890 5,314 14,643 15,102 15,941 8,038 8,999
Cost of products sold:
Battery COSES. . vttt eie it ineiieenneenns 2,512 3,168 10, 900 12,317 13,880 7,126 6,790
Technology contracts..........viiiiniiinnnnn 594 1,781 3,017 1,954 1,238 594 1,261
Total cost of products sold.................... 3,106 4,949 13,917 14,271 15,118 7,720 8,051
Gross pProfit. ... 784 365 726 831 823 318 948
Selling, general and administrative expenses..... 1,527 2,879 4,263 4,994 5,217 2,787 2,613
Research and development expenses................ 658 1,481 1,542 2,671 3,413 1,687 2,764
Loss (gain) on fires - insurance................. -- -- -- 352 (55) -- (1,196)
Loss on China Battery development program........ -- -- -- -- 805 -- --
Total operating eXpenses.........cuvuvvvinnnnrnennns 2,185 4,360 5,805 8,017 9, 380 4,474 4,181
Loss from operations.........c.uuiiiiinnnnnnnnnn (1,401) (3,995) (5,079) (7,186) (8,557) (4,156) (3,233)
INterest ANCOME. .. vvv vttt it ie it ein s 350 836 1,722 2,017 1,352 801 427
Gain on sale of securities............ccviuiiiunnn -- -- -- 1,930 -- -- --
Other income (expense), net................ovv.uun 237 22 (35) -- (41) -- (22)
Loss before income taxes...........iiiiniinnnnn (814) (3,137) (3,392) (3,239) (7,246) (3,356) (2,828)
INCOME LaAXES .t ittt ittt i it i e -- -- -- -- -- -- --
NEE 105 St vt vttt ettt et e $ (814) $ (3,137) $ (3,392) $ (3,239) $ (7,246) $ (3,356) $ (2,828)
Net loss per common share............c.vuiuuunnnnnn $ (0.20) $ (0.57) $ (0.50) $ (0.41) $ (0.91) $ (0.42) $ (0.36)
Weighted average number of shares outstanding.... 4,032 5,499 6,747 7,814 7,923 7,933 7,942
JUNE 30, DECEMBER 31, 1997
CONSOLIDATED BALANCE SHEET DATA: 1993 1994 1995 1996 1997 ACTUAL AS ADJUSTED
(IN THOUSANDS) (UNAUDITED)
Cash and available-for-sale securities....... $ 23,097 $ 21,928 $ 27,398 $ 35,069 $ 22,158 $ 15,922 $ 50,110
Working capital.......cviiiiiiiiiii i, 24,354 23,020 32,705 44,666 27,206 18,724 52,912
Total @SsetsS.. vt i e 30,202 30,078 62,593 60,633 51,395 49,882 84,070
Total long-term debt........... ... 1,800 -- -- -- -- -- --
Stockholders' equUity......vevrvernernnennnnn. 27,138 27,554 57,957 56,435 46,763 43,454 77,642
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MANAGEMENT'S DISCUSSION AND
ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The discussion and analysis below, and throughout this report, contains
forward-looking statements within the meaning of Section 27A of the Securities
Act of 1933 and Section 21E of the Securities Exchange Act of 1934. Actual
results could differ materially from those projected or suggested in the
forward-looking statements. Factors that could cause or contribute to such
difference include, but are not limited to, those discussed in this section, as
well as in the sections entitled "Risk Factors" and "Business."

The following discussions and analysis should be read in conjunction with
the Financial Statements and Notes thereto appearing elsewhere in this
Prospectus.

GENERAL

The Company develops, manufactures and markets primary and rechargeable
lithium batteries for use in a wide array of applications. The Company believes
that its proprietary technologies allow the Company to offer batteries that are
ultra-thin, lightweight and generally achieve longer operating time than
competing batteries currently available. To date, the Company has focused on
manufacturing a family of lithium primary batteries in 9-volt, 3-volt, C, 1 1/4C
and D configurations and custom Thin Cell batteries at its Newark, New York
facility as well as high rate lithium batteries and sea water batteries at
Ultralife UK in Abingdon, England. The Company believes this is one of the most
comprehensive lines of lithium primary batteries commercially available.
Recently, the Company has been focusing on the commercialization of its advanced
rechargeable batteries which are based on its proprietary lithium-ion
solid-polymer technology and are integrated into consumer electronic
applications such as portable computers and cellular telephones. The Company
believes that its advanced rechargeable batteries are the only solid-polymer
lithium batteries currently being manufactured and sold for commercial use. The
Company intends to increase its production capacity of advanced rechargeable
batteries in order to supply OEMs and the after-market for consumer replacement
of batteries in electronic devices. The Company has obtained initial production
orders from Mitsubishi to supply its advanced rechargeable batteries for use in
its new ultra-thin lightweight notebook computer, the Pedion, and is also in
discussions with other major OEMs to develop its advanced rechargeable batteries
for use in such products as cellular telephones.

The Company was formed in December 1990. In March 1991, the Company acquired
certain technology and assets from the Eastman Kodak Company ("Kodak") relating
to the 9-volt lithium-manganese dioxide battery. The Company then expanded its
operation by its acquisition in June 1994 of the assets of Dowty Group PLC in
Abingdon, England ("Dowty") which became a subsidiary of the Company and was
renamed Ultralife Batteries (UK) Ltd. The customer base of Ultralife UK was
further expanded by the acquisition of assets of Accuumulatorenwerke Hoppecke
Carl Zoellner & Sohn GmbH & Co. ("Hoppecke") in July 1994. Since revenues and
expenses of Ultralife UK are paid in British pounds sterling, the Company's
results of operations are not materially affected by changes in currency
fluctuations.

In September 1997, the Company commenced production of its advanced
rechargeable batteries in limited quantities to Mitsubishi on a low volume
production line. The Company has agreed to deliver and Mitsubishi has agreed to
accept between 800 and 1,000 rechargeable batteries per month through April
1998. A custom-designed automated assembly machine was delivered in December
1997 and is currently being tested. A custom-designed packaging and sealing
machine was delivered in February 1998 and is currently being tested. The
Company intends to ramp up production while integrating the new equipment to
reach full operation by June 1998. This equipment will enable the Company to
complete its automated assembly line in Newark, New York, greatly increase
production capacity of advanced rechargeable batteries and service anticipated
demand. The Company intends to further expand its production capacity subsequent
to June 1998 by installing additional automated equipment at its Newark, New
York facility and adding automated equipment at its Abingdon, England facility
as well as establishing a third production facility, which is likely to be
located in Asia. The Company anticipates that profit margins from
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sales of rechargeable batteries will increase as production is automated and
that profit margins from sales of 9-volt batteries will increase as production
volumes increase. See "Use of Proceeds."

Fires occurred in July 1994, September 1995 and December 1996 at the
Company's Abingdon, England facility. Based upon information received from the
police, the December 1996 fire has been attributed to arson. With the exception
of the December 1996 fire, each of these fires temporarily interrupted certain
manufacturing operations in a specific area of the facility. The December 1996
fire, however, caused extensive damage to the facility. Since the December 1996
fire, the Company has been receiving insurance proceeds compensating the Company
for loss of its plant and machinery, leasehold improvements, inventory and
business interruption. Sales of high rate and sea water batteries have been
significantly reduced over the past 12 months, however, the Company's insurance
policy covers losses associated with business interruption until May 1998.

Since inception, the Company has incurred net operating losses primarily as
a result of funding research and development activities. In addition, net
operating losses have been attributed to manufacturing and general and
administrative costs. To date, the Company has devoted a substantial portion of
its resources to the research and development of its products and technology,
particularly its proprietary lithium-ion solid-polymer technology. The Company
expects its operating expenses to increase as it expands production activities.
The Company's results of operations may vary significantly from quarter to
gquarter depending upon the number of orders received, technology contracts
entered into and the pace of the Company's research and development activities.

SIX MONTHS
YEAR ENDED JUNE 30, DECEMBER

(IN THOUSANDS) (UNAUDITE
NET SALES BY BUSINESS SEGMENT: 1995 1996 1997 1996
BatterY SALES .ttt vttt et e $ 11,213 $ 12,624 $ 14,765 $ 7,444 $
Technology CONtracts. ... ..o innnas 3,430 2,478 1,176 594
TOtAL FEVENUE. vttt et $ 14,643 $ 15,102 $ 15,941 $ 8,038 $
NET INCOME (LOSS) BY BUSINESS SEGMENT:
=T o Y gl Y ($ 3,347) ($ 5,010) ($ 5,261) ($ 2,347) ($
Technology CONtractsS. ... vvii ittt i s 413 524 (62) (51)
ALl OLNer . ottt ittt e e (458) 1,247 (1,923) (958)
= o Y ($ 3,392) ($ 3,239) ($ 7,246) ($ 3,356) ($

RESULTS OF OPERATIONS

SIX MONTHS ENDED DECEMBER 31, 1997 COMPARED WITH THE SIX MONTHS ENDED DECEMBER
31, 1996

REVENUES. Total revenues of the Company increased $961,000, or approximately
12%, from $8,038,000 in the six months ended December 31, 1996 to $8,999,000 in
the six months ended December 31, 1997. This increase reflects an increase in
sales of batteries and technology contracts. Sales of 9-volt and BA-5372 primary
batteries increased $973,000, or approximately 21%, from $4,532,000 in the six
months ended December 31, 1996 to $5,505,000 in the six months ended December
31, 1997. This increase was reduced by lower sales of high rate batteries by
Ultralife UK as a result of suspended operations of the Company's Abingdon,
England facility due to a fire which occurred in December 1996. Technology
contracts revenue increased $832,000, or approximately 140%, from $594,000 in
the six months ended December 31, 1996 to $1,426,000 in the six months ended
December 31, 1997. The increase in revenues from technology contracts was
attributed to development funds arising from the Company's agreement with
Mitsubishi. The Company's development contracts with Mitsubishi provided total
funding of $1,135,000 for the development of rechargeable batteries for a new
generation notebook computer. Payments were made in three installments during
the fourth quarter of fiscal 1997 and the first quarter of fiscal 1998. The
agreement provides for the design and production of evaluation cells and sample
batteries, development of a battery management system and design of high volume
tooling. All of the obligations of the Company under this contract have been
fulfilled.
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COST OF PRODUCTS SOLD. Cost of products sold increased $331,000 from
$7,720,000 in the six months ended December 31, 1996 to $8,051,000 in the six
months ended December 31, 1997. Cost of products sold as a percentage of revenue
decreased from approximately 96% to approximately 89% in the six months ended
December 31, 1997. Cost of batteries sold decreased $336,000 from $7,126,000 in
the six months ended December 31, 1996 to $6,790,000 in the six months ended
December 31, 1997. Cost of batteries sold as a percentage of revenue decreased
from approximately 96% to approximately 90% in the six months ended December 31,
1997. The decrease in cost of batteries sold as a percentage of revenue was
principally the result of increased production volumes of 9-volt and BA-5372
batteries and the Company's implementation of cost reduction programs related to
the improvement of manufacturing efficiencies. Cost of products sold includes
$637,000 of insurance proceeds received by Ultralife UK partially offsetting
overhead expenses resulting from cost production associated with suspended
manufacturing operations due to the December 1996 fire. Technology contracts
cost of sales increased $667,000 from $594,000 for the six months ended December
31, 1996 to $1,261,000 in the six months ended December 31, 1997. Technology
contracts cost of sales as a percentage of revenue decreased from approximately
100% to approximately 88% in the six months ended December 31, 1997. The
decrease in technology contract cost of sales as a percentage of revenue
reflects a greater number of contracts to absorb overhead expenses.

OPERATING EXPENSES. Operating expenses decreased $293,000 from $4,474,000
in the six months ended December 31, 1996 to $4,181,000 in the six months ended
December 31, 1997. Of the Company's operating expenses, research and development
expenses increased $1,077,000, from $1,687,000 in the six months ended December
31, 1996 to $2,764,000 in the six months ended December 31, 1997. Research and
development expenses increased as a result of the Company's efforts to improve
its production process and performance of its advanced rechargeable batteries.
Selling, general and administrative expenses decreased $174,000 from $2,787,000
in the six months ended December 31, 1996 to $2,613,000 in the six months ended
December 31, 1997. The decrease in selling, general and administrative expenses
are attributable to the impact of expense control efforts. Selling, general and
administrative expenses also include $456,000 offsetting incremental costs of
operations corresponding to replacement facility rental, transportation costs
and other such costs relating to the December 1996 fire at Ultralife UK. Total
operating expenses also decreased by $1,195,000 as a result of the receipt of
insurance proceeds to replace assets previously written off due to the December
1996 fire at Ultralife UK.

INTEREST INCOME. Interest income decreased $374,000 from $801,000 in the
six months ended December 31, 1996 to $427,000 in the six months ended September
30, 1997. The decrease of interest income is the result of lower average balance
invested since the Company used cash and investments to fund operations and
capital equipment additions for high volume production of rechargeable
batteries.

NET LOSSES. Net loss decreased $528,000 from a loss of $3,356,000, or $0.42
per share, in the six month period ended December 31, 1996 to a net loss of
$2,828,000, or $0.36 per share, for the six months ended December 31, 1997,
primarily as a result of the reasons described above.

YEAR ENDED JUNE 30, 1997 COMPARED WITH THE YEAR ENDED JUNE 30, 1996

REVENUES. Total revenues increased by $839,000, or approximately 6%, from
$15,102,000 for the year ended June 30, 1996 to $15,941,000 for the year ended
June 30, 1997. This was principally due to an increase of battery sales in the
amount of $2,141,000, or approximately 17%, from $12,624,000 for the year ended
June 30, 1996 to $14,765,000 for the year ended June 30, 1997. This increase in
battery revenues was generated by both the U.S. and the U.K. operations. In the
U.S., revenues from the Company's BA-5372 battery increased $2,061,000 as
contract extensions were received from the U.S. Army which supported increasing
production rates throughout the year. This was partially offset by reduced
levels of 9-volt battery sales which declined $1,351,000 primarily in the smoke
detector market. In the U.K., sales to the Ministry of Defense increased
$1,431,000 reflecting increased orders for high energy batteries. This increase
was partially offset by decreased revenues from high rate lithium and seawater
batteries in the second half of the year due to a fire in December 1996 at the
Abingdon, England facility. Revenues generated from technology contracts
decreased $1,302,000 from $2,478,000 for the year ended June 30, 1996 to
$1,176,000
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for the year ended June 30, 1997. The decrease in revenues from technology
contracts is primarily attributable to the completion of certain contracts and
delays in receipt of new development programs as the Company focused its efforts
on the implementation of the Company's production line of advanced rechargeable
batteries.

COST OF PRODUCTS SOLD. Cost of products sold increased $847,000, from
$14,271,000 for the year ended June 30, 1996 to $15,118,000 for the year ended
June 30, 1997. Cost of products sold as a percentage of revenues remained at
approximately 95% during the fiscal year ended June 30, 1996 and June 30, 1997.
Cost of batteries sold increased $1,563,000 from $12,317,000 for the year ended
June 30, 1996 to $13,880,000 for the year ended June 30, 1997. Cost of batteries
sold as a percentage of revenues decreased from approximately 98% for the year
ended June 30, 1996 to approximately 94% for the year ended June 30, 1997. The
decrease in cost of batteries sold as a percentage of revenues reflects the
receipt of $906,000 from insurance proceeds as a result of fires in September
1995 and December 1996 at the Company's Abingdon, England facility. Partially
offsetting this recovery of costs associated with fires were increased costs of
batteries attributable to the Company's decision to temporarily reduce
manufacturing levels of 9-volt batteries to align inventory with sales volume.
Technology cost of sales decreased $716,000 from $1,954,000 for the year ended
June 30, 1996 to $1,238,000 for the year ended June 30, 1997 reflecting lower
contract volumes. Cost of technology contracts as a percentage of revenues
increased from approximately 79% for the year ended June 30, 1996 to
approximately 105% for the year ended June 30, 1997. This increase reflects
greater direct costs of fulfilling contracts performed during the year ended
June 30, 1997 than for the prior year.

OPERATING EXPENSES. Operating expenses increased $1,363,000, from
$8,017,000 for the year ended June 30, 1996 to $9,380,000 for the year ended
June 30, 1997. Selling, general and administrative expenses increased $223,000,
from $4,994,000 in the year ended June 30, 1996 to $5,217,000 in the year ended
June 30, 1997 attributable to increased support provided for new products
planned to be introduced. The year ended June 30, 1997 included the receipt of
insurance proceeds amounting to $138,000 to offset costs relating to the
September 1995 and December 1996 fires. Research and development expenses
increased $742,000, from $2,671,000 for the year ended June 30, 1996 to
$3,413,000 for the year ended June 30, 1997. This increase is due primarily to
increased expenditures related to the development of the rechargeable battery
program. Also included in total operating expenses was $56,000 received in
excess of the loss provision related to the fires which occurred in the
Abingdon, England factory. During the three months ended March 31, 1997, a
reserve of $137,000 was established for the December 1996 fire and during the
year ended June 30, 1996 the Company provided a reserve of $352,000 for losses
related to the September 1995 fire. Generally, the Company records expenses
related to the fires as they are incurred and records the offsetting insurance
proceeds only when received. Operating expenses also increased as a result of a
write-off of a China development project and related receivables due under
provisions of various agreements during the year ended June 30, 1997. The total
cost of these write-offs was $805,000. The original purpose of the Company's
participation in a China development program was to make available a 2/3A size
lithium battery at a competitive cost. Other sources for this battery have since
been identified. See "Risk Factors -- Risks Related to China Joint Venture
Programs."

INTEREST INCOME. Interest income decreased $665,000, from $2,017,000 for
the year ended June 30, 1996 to $1,352,000 the year ended June 30, 1997, due to
a lower average balance invested as the Company used cash and investments to
fund capital equipment improvements and operations during the year ended June
30, 1997.

NET LOSS. Net loss increased $4,007,000, or $0.50 per share, from a net
loss of $3,239,000, or $0.41 per share, in the year ended June 30, 1996 to
$7,246,000, or $0.91 per share, in the year ended June 30, 1997, primarily as a
result of the reasons described above. During the year ended June 30, 1996, the
Company realized a gain of $1,930,000, or $0.25 per share, as the result of a
sale of 123,200 shares of common stock of Intermagnetics General Corporation
("I6C"). If the Company would not have realized a gain from the sale of shares
of IGC, net loss would have increased $2,077,000, or $0.27 per share, from
$5,169,000 for the year ended June 30, 1996 to $7,246,000 for the year ended
June 30, 1997.
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YEAR ENDED JUNE 30, 1996 COMPARED WITH THE YEAR ENDED JUNE 30, 1995

REVENUES. Total revenues increased $459,000, or approximately 3%, from
$14,643,000 for the year ended June 30, 1995 to $15,102,000 for the year ended
June 30, 1996. Battery sales increased $1,411,000, from $11,213,000 for the year
ended June 30, 1995 to $12,624,000 for the year ended June 30, 1996. Revenues
from technology contracts decreased $952,000, from $3,430,000 for the year ended
June 30, 1995 to $2,478,000 for the year ended June 30, 1996. Sales of primary
batteries increased 67% in the United States during the year ended June 30,
1996. However, these increases were nearly completely offset by a decrease in
battery sales by Ultralife UK of 36% as a result of the fire which occurred at
the Company's Abingdon, England facility. Revenues from technology contracts
decreased as the Company's contract relating to the establishment of a battery
manufacturing facility in China was in the final stage of completion.

COST OF PRODUCTS SOLD. Cost of products sold increased $354,000, from
$13,917,000 in the year ended June 30, 1995 to $14,271,000 in the year ended
June 30, 1996. Cost of products sold as a percentage of revenues remained at
approximately 95% during the fiscal years ended June 30, 1995 and June 30, 1996.
Cost of batteries sold increased $1,417,000 from $10,900,000 for the year ended
June 30, 1995 to $12,317,000 for the year ended June 30, 1996. Cost of batteries
sold as a percentage of revenues increased from approximately 97% for the year
ended June 30, 1995 to approximately 98% for the year ended June 30, 1996. The
increase in cost of battery sales primarily reflects increasing sales volumes
coupled with initial start-up costs for the production of BA-5372 batteries.
Cost of products sold related to technology contracts decreased during the year
ended June 30, 1996 primarily as a result of development funding received from a
leading cellular telephone manufacturer.

OPERATING EXPENSES. Operating expenses increased $2,212,000 from $5,805, 000
for the year ended June 30, 1995 to $8,017,000 for the year ended June 30, 1996.
Of this amount, selling, general and administrative expenses increased $731, 000,
primarily due to additional costs relating to promoting battery sales. Research
and development expenses increased $1,129,000, from $1,542,000 for the year
ended June 30, 1995 to $2,671,000 for the year ended June 30, 1996 as a result
of the Company's continuing support of its advanced rechargeable battery
programs. Losses incurred at Ultralife UK resulting from the September 1995 fire
amounted to approximately $352,000.

INTEREST INCOME. Interest income increased $295,000, from $1,722,000 for
the year ended June 30, 1995 to $2,017,000 for the year ended June 30, 1996
primarily as a result of increased interest rates during the twelve month
period. In addition, the Company realized higher average balance invested as a
result of the sale of 123,200 shares of common stock of IGC sold during the
year.

NET LOSS. Net loss decreased $153,000, or $0.09 per share, from $3,392,000,
or $0.50 per share, for the year ended June 30, 1995 to $3,239,000, or $0.41 per
share, for the year ended June 30, 1996 primarily due to the gain received as a
result of the Company's sale of 123,200 shares of common stock of IGC described
above. If the Company would not have realized a gain from the sale of shares of
IGC described above, net loss would have increased $1,777,000, or $0.23 per
share from $3,392,000 for the year ended June 30,1995, to $5,169,000 for the
year ended June 30, 1996.

LIQUIDITY AND CAPITAL RESOURCES

The Company has financed its operations principally through cash generated
from public offerings of its Common Stock and from certain transactions with
IGC. In December 1992 the Company received net proceeds of approximately $17.3
million in its initial public offering of 2,012,500 shares of common stock and
net proceeds of approximately $3 million from the exercise of an option to
purchase 507,958 shares previously granted to IGC. In December 1994 the Company
consummated a follow-on public offering of common stock raising net proceeds of
approximately $32.6 million. In addition, the Company has realized gains on the
sale of shares of IGC amounting to $1.9 million. The Company continues to hold
345,591 shares of common stock of IGC available for future sale. Principal uses
of funds since the initial public offering have been to purchase production
equipment, primarily for automated equipment to produce rechargeable batteries,
($23.6 million), increase working capital to support sales growth ($6.3
million),
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repayment of long-term debt ($1.8 million), acquisitions ($1.3 million),
purchase of technology ($1.1 million) and to fund research and development
($15.8 million). In June 1997, the Empire State Development Corporation approved
a $500,000 grant to the Company, provided that the Company employs an additional
number of employees at its Newark, New York facility in connection with its
efforts to expand its advanced rechargeable battery program.

As of December 31, 1997 cash, cash equivalents and available for sale
securities totaled $15,922,000. The Company used $56,700 of cash from operations
during the six months ended December 31, 1997. This is the net result of net
losses for the period and increases in earned contract revenues receivable and
prepaid and other current assets offset by reductions in accounts receivable and
inventories. The decrease in accounts receivable reflects continued improvement
in collections as days sales in trade receivables decreased from 69 days at June
30, 1997 to 52 days at December 31, 1997. The decrease in inventories during the
six months ended December 31, 1997 is the result of continued improvement in the
turnover of 9-volt battery inventories and the completion of the Company's
contract to produce BA-5372 batteries for the U.S. Army. Months cost of sales in
inventory at December 31, 1997 was 2.9 months as compared to 4.6 months at June
30, 1997.

During the year ended June 30, 1997, the Company used $1,572,000 of cash in
operating activities as compared to $6,723,000 for the year ended June 30, 1996.
The substantial decrease in the cash used in operations was primarily the result
of decreases in inventories, accounts receivable and earned contract revenues
receivable offset by increased net loss for the year ended June 30, 1997 and
decreased accounts payable and accrued liabilities. The decrease in accounts
receivable primarily reflects improved collections as days sales outstanding in
trade receivables dropped from 109 days at June 30, 1996 to 69 days at June 30,
1997. The decrease in inventories during the year ended June 30, 1997 amounted
to $3,042,000 as a result of management's decision to temporarily reduce
production levels of 9-volt batteries to align inventory with sales volume.
Months cost of sales in inventory at June 30, 1997 was 4.6 months as compared to
8.2 months at June 30, 1996. In the year ended June 30, 1997, the Company used
$8,913,000 to purchase equipment, primarily for the Company's rechargeable
battery production line.

During the year ended June 30, 1996, the Company used $6,723,000 of cash in
operating activities as compared to $6,986,000 in the year ended June 30, 1995.
The decrease in the cash used in operations was primarily the result of
additional inventories, accounts receivable, prepaid expenses and other current
assets, partially offset by a decrease in earned contract revenues receivable
and an increase in depreciation and amortization expenses. The increase in
accounts receivable reflects increased sales during the year ended June 30, 1996
and slower collections, primarily related to monies due from China Battery. At
June 30, 1996, the days sales outstanding in trade receivables was 109 days
compared to 58 days at June 30, 1995. In the year ended June 30, 1996, the
Company used $6,662,000 to purchase equipment, primarily for the Company's
rechargeable battery production line.

The Company does not currently have any long-term debt. A limited line of
credit in the amount of $330,000 is maintained by Ultralife UK for short term
working capital requirements. However, with continued sales, growth and
expansion, the Company will explore normal working capital lines of credit. The
Company has obtained a $3,000,000 bank facility to secure letters of credit
required from time to time in the regular course of business. Deposits
maintained at the bank secure this facility. The Company believes that its
present cash position and cash flows from operations will be sufficient to
satisfy the Company's estimated cash requirements for at least 12 months
following the consummation of this offering.

The Company has conducted an initial review regarding the effect the
upcoming year 2000 will have on its computer applications. The Company has
determined that there will be minimal impact on the Company and that the
financial and human resources utilized to address this issue will not be
material. However, there can be no assurance that unforeseen problems will not
arise in connection with this issue.
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BUSINESS

GENERAL

Ultralife Batteries, Inc. develops, manufactures and markets primary and
rechargeable lithium batteries for use in a wide array of applications. The
Company believes that its proprietary technologies allow the Company to offer
batteries that are ultra-thin, lightweight and generally achieve longer
operating time than competing batteries currently available. To date, the
Company has focused on manufacturing a family of lithium primary batteries for
consumer and industrial applications which it believes is one of the most
comprehensive lines of lithium primary batteries commercially available.
Recently, the Company has been focusing on the commercialization of its advanced
rechargeable batteries which are based on its proprietary lithium-ion
solid-polymer technology and are integrated into consumer electronic
applications such as portable computers and cellular telephones. The Company
believes that its advanced rechargeable batteries are the only solid-polymer
lithium batteries currently being manufactured and sold for commercial use. The
Company intends to increase its production capacity of advanced rechargeable
batteries in order to supply OEMs and the after-market for consumer replacement
of batteries in electronic devices. The Company has obtained initial production
orders from Mitsubishi to supply its advanced rechargeable batteries for use in
its ultra-thin lightweight notebook computer, the Pedion, and is also in
discussions with other major OEMs to develop advanced rechargeable batteries for
use in such products as cellular telephones.

The global small cell rechargeable batteries market was approximately $3.7
billion in 1997 and is expected to grow to $6.1 billion by 2001. The widespread
use of a variety of portable consumer electronics such as notebook computers and
cellular telephones has resulted in large and growing markets for rechargeable
batteries. These electronic products are placing increasing demands on existing
battery technologies to deliver greater amounts of energy through efficiently
designed, smaller and lighter batteries. In some cases, current battery
capabilities are a major limitation in the development of next generation
electronic products. The Company believes that its proprietary lithium-ion
solid-polymer technology provides substantial benefits, including design
flexibility, reduced size and weight and longer cycle life, over other available
rechargeable battery technologies. In addition, the Company's proprietary
technology, which does not utilize lithium metal or a liquid electrolyte,
provides performance and safety characteristics superior to other lithium
rechargeable batteries currently available.

The Company has been manufacturing its advanced rechargeable batteries on a
low volume production line since March 1997. A custom-designed automated
assembly machine and a custom-designed automated packaging and sealing machine
have been installed and are currently being tested at the Company's facility in
Newark, New York. The Company intends to ramp up production while integrating
this new equipment to achieve full operation by June 1998. This equipment will
enable the Company to complete its automated assembly line in Newark, New York,
greatly increase the Company's production capacity of advanced rechargeable
batteries and service anticipated demand. The Company intends to further expand
its production capacity by installing additional automated equipment at its
Newark, New York facility, adding automated assembly equipment at its Abingdon,
England facility and by establishing a third production facility which is likely
to be located in Asia.

The Company also manufactures and markets a family of lithium-manganese
dioxide primary batteries in 9-volt and 3-volt sizes to OEM and consumer
markets, high rate lithium batteries in C, 1 1/4C and D sizes to specialized
industrial markets, custom Thin Cell-TM- batteries and silver-chloride sea water
batteries. The Company also provides research and development services to
government agencies and other third parties pursuant to technology contracts.
The Company's 9-volt battery is marketed to the security and safety equipment,
medical device and specialty instrument markets, and is currently used in
devices such as smoke detectors, home security devices and medical infusion
pumps. The Company currently sells its 9-volt battery under its label to Coleman
Safety & Security Products, Inc., Fyrnetics, Inc., and First
Alert-Registered Trademark- for smoke alarms, to Siemens Medical Systems, Inc.
and i1-STAT Corp. for medical devices and to ADEMCO
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and Interactive Technologies, Inc. for security devices. The Company produces
private label 9-volt batteries for Eveready in the United States, Sonnenschein
Lithium GmbH in Germany and Uniline in Sweden. Additionally, the Company has
introduced its 9-volt battery to the broader consumer market by establishing
relationships with national and regional retail chains such as Radio Shack, Fred
Meyer, Inc., TruServ Ace Hardware and a number of catalogues. The Company
believes that the market for its 9-volt lithium battery will continue to grow as
legislation is enacted which requires use of a long-life battery in smoke
detector devices. A state law was recently enacted in Oregon and legislation was
recently proposed in New York which provides that all battery operated smoke
detectors sold in such states must include a 10-year battery. The Company
believes that it currently manufactures the only standard size 9-volt battery
warranted to last 10 years.

HISTORY

The Company was formed in December 1990. In March 1991, the Company
acquired, on favorable terms, certain technology and assets from Kodak relating
to the 9-volt lithium-manganese dioxide battery that was developed and
manufactured by Kodak. During the initial 12 months of operation, the Company
directed its efforts towards reactivating the Kodak manufacturing facility and
performing extensive tests on the Kodak 9-volt battery. These tests demonstrated
a need for design modifications which were incorporated into the Company's
9-volt battery, resulting in a battery with improved performance and shelf life.
The Company then expanded its operations by its acquisition in June 1994 of the
assets of Dowty Ultralife UK which has became a subsidiary of the Company and
was renamed Ultralife UK. The Dowty acquisition provided the Company with a
presence in Europe, manufacturing facilities for high rate lithium and sea water
batteries and highly skilled scientists with significant expertise in lithium
battery technology. The customer base of Ultralife UK was further expanded by
the acquisition of assets of Hoppecke in July 1994. The Company has developed a
wide array of products based on combining technology developed by the Company's
research and development personnel and assets acquired from Kodak, Dowty and
Hoppecke as well as various technology licenses.

Since its inception, the Company has concentrated significant resources on
research and development activities primarily related to its lithium-ion
solid-polymer rechargeable battery. The Company commenced production of its
advanced rechargeable batteries in limited quantities for an OEM using a low
volume production line which includes manual operation. High volume
custom-designed equipment is in the process of being installed and tested to
ramp up production of rechargeable batteries to full operation by June 1998.

TECHNOLOGY

A battery is an electrochemical apparatus used to store energy and release
it in the form of electricity. The main components of a conventional battery are
the anode, the cathode, the separator and an electrolyte, which can be either a
liquid or a solid. The separator acts as an electrical insulator, preventing
electrical contact between the anode and cathode inside the battery. Upon
discharge of the battery, the anode supplies a flow of electrons, known as
current, to a load or device outside of the battery. After powering the load,
the electron flow reenters the battery at the cathode. As electrons flow from
the anode to the device being powered by the battery, ions are released from the
cathode, cross through the electrolyte and react at the anode.

There are two types of batteries, primary and rechargeable. A primary
battery is used until discharged and then discarded. The principal competing
primary battery technologies are carbon-zinc, alkaline and lithium. In contrast,
after a rechargeable battery is discharged, it can be recharged close to full
capacity and used again (subject to the memory effect, if any). Generally,
discharge and recharge cycles can be repeated a number of times in rechargeable
batteries, but the achievable number of cycles (cycle life) varies among
technologies and is an important competitive factor. All rechargeable batteries
experience a small, but measurable, loss in energy with each cycle. The industry
commonly reports cycle life in number of cycles a
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battery can achieve until 80% of the battery's initial energy capacity remains.
In the rechargeable battery market, the principal competing technologies are
nickel-cadmium, nickel-metal hydride and lithium-based batteries. Rechargeable
batteries generally can be used in all primary battery applications, as well as
in additional applications, such as portable computers, cellular telephones and
other consumer products.

Three important parameters for describing the performance characteristics of
a rechargeable battery suited for today's portable electronic devices are design
flexibility, energy density and cycle life. Design flexibility refers to the
ability of rechargeable batteries to be designed to fit a variety of shapes and
sizes of battery compartments. Thin profile batteries with prismatic geometry
provide the design flexibility to fit the battery compartments of today's
electronic devices. Energy density refers to the total electrical energy per
unit volume stored in a battery. High energy density batteries generally are
longer-lasting power sources providing longer operating time and necessitating
fewer battery recharges. Lithium batteries, by the nature of their
electrochemical properties, are capable of providing higher energy density than
comparably-sized batteries that utilize other chemistries and, therefore, tend
to consume less volume and weight. Long cycle life is a preferred feature of a
rechargeable battery because it allows the user to charge and recharge power
many times before noticing a difference in performance.

INDUSTRY
RECHARGEABLE

wWorldwide small cell rechargeable battery sales were estimated to be $3.7
billion and 1.9 billion units in 1997, at the manufacturer's level, representing
the fastest-growing sector of the overall battery industry. This market is
expected to grow at an annual rate of 13%, measured in dollars over the next
five years to an estimated level of $6.1 billion in the year 2001, resulting
primarily from the continued development and proliferation of new portable
electronic products.

The market for portable rechargeable batteries, consists of three major
technologies, and is measured on a per unit basis as follows: (i) Nickel-cadmium
(