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CANADIAN MARCONI COMPANY

BUILDING ON STRENGTH

INTO THE EIGHTIES

Canadian Marconi’s entry into the
new decade is a time to take stock of
resources and review strategy for the
future.

The 1980's will be one of challenge
for the Company as the pace of
technological change outstrips even
that of the 1970’s.

To the 2,200 men and women of
CMC, this will mean extending a
tradition of 77 years of mastering
contemporary technological trends.

The chief challenges of the eighties
will be to reinforce CMC'’s advanta-
geous position in the design, produc-
tion and marketing of high-technol-
ogy avionics, radar and communica-
tions equipment, and to create open-
ings in related fields that offer room
for expansion.

The corporate strategy for meeting
these challenges is to round out the

The AN/APN-221 Doppler
Navigation System is
currently used in the USAF
Pave Low III helicopter.

development of proven product lines
and to introduce new ones in antici-
pation of market opportunities.

This strategy is aimed at maximiz-
ing returns by capitalizing fully on
existing facilities, skills and knowl-
edge and thus proceeding from
strength to strength to ensure future
growth.

ENGINEERING FOR
CHANGE

In line with this thrust, the Com-
pany’s extensive research and devel-
opment program focuses largely on
the potential for regeneration among
its current products and the
possibility of developing derivatives.
In this way, the uncommonly high
proportion of the sales dollar dedi-
cated to R & D will bear fruit.

Recognizing that technology is
constantly progressing, CMC's pro-
ducts are engineered in such a way
that they can be revitalized by the
application of new processes, mate-
rials and techniques as they evolve.

CMC’s Doppler navigation sys-
tems, for example, are now in their
fifth generation of technology. The
introduction of miniaturized com-
ponents, computer memories and
improved antenna design has re-
sulted in increased compactness, re-
liability and versatility. It has also
given this product line increased
capabilities for flying search and res-
cue patterns, and flying at night and
in adverse weather. Specifically, the
reduction in size of CMC Doppler
systems led to their increased use by
helicopters, in which there is a grow-
ing demand for self-contained navi-
gational devices.



BRANCHING OUT

CMC’s highly successful Omega
navigation systems exemplify the
process of building on existing com-
petence. Because of their airborne
navigation experience, the Com-
pany’s engineers logically looked at
the development of this long-range
radio-based aerial navigation tech-
nique. Now entering their third gen-
eration, CMC Omega systems have
been sold to more than 20 world-
ranking scheduled airlines, 55 gen-
eral aviation operators and several
western air forces. Such is Canadian
Marconi’s leadership in Omega sys-
tems that they are now offered as
standard equipment options by major
U.S. and European aircraft manufac-
turers.

ANTICIPATING
THE MARKET

An instance of developing products
in anticipation of market opportuni-
ties may be found in CMC’s current
NAVSTAR project. This navigational
system, now in an advanced devel-
opment phase, is designed to take ad-

Offshore oil exploration and
geodetic positioning are
among the varied uses of the
CMA-751 Satellite Survey
System.

vantage of the U.S. Air Force naviga-
tional satellites that will be in orbit
by 1985. The airborne receivers being
developed by CMC will keep con-
stant watch on at least three of these
satellites at a time, and instantly
compute a three-dimensional fix.
The Company sees NAVSTAR, with
its many revolutionary features, as
the beginning of a whole family of
global positioning satellite systems
for use in almost all forms of airborne
and terrestrial navigation well into
the next century.

In the meantime, CMC has already
developed a line of satellite receiving
and computing systems for marine
navigation and position location ap-
plications. One model provides
ultra-precise position information
for scientific and survey ships, while
another is used in remote parts of the
world for geodetic surveying to a de-
gree of precision unattainable in the
past. These equipments have proved




themselves effective in such varied
tasks requiring extreme accuracy as
cable-laying, oceanographic survey-
ing, marine biology and gas and oil
drilling. The recent acceleration in
development of natural resources has
broadened the field of application of
such products.

PRODUCT EVOLUTION

The Company is growing outward
from its traditional product lines in
communications as well as naviga-
tion. While steady improvements
have been made in the quality and
capacity of its civilian high fre-
quency, very high frequency and
ultra high frequency radio systems,
CMC has also been enhancing and
expanding its capability in the mili-
tary communications field.

The benefits of equipment that can
be upgraded in step with technologi-
cal advance are manifest in the suc-
cess of the AN/GRC-103. This tacti-
cal radio relay system, originally de-
signed for the U.S. armed forces, can,
thanks to its modular configuration,

Operational use of the
AN/GRC-103 Radio Relay is
enhanced by the addition of
the MTD-1010 Deltaplex, in
photo at far right. The
SA-12C Tactical
Switchboard, a new
addition to CMC'’s product
Iine, is shown in use above.

CMC’s mobile
radiotelephones and base
stations provide an
important network of
vehicle, aircraft and fixed
communications for the
James Bay hydro-electric
project.

be enhanced by the introduction of
improved components, materials,
processes and ancillaries to keep pace
with the state of the art.

From its introduction, this equip-
ment has been the subject of a con-
tinuous product improvement pro-
gram which has led, among other
things, to extensions to its frequency
range, improved reliability, an in-
crease in the number of channels, re-
duction of mechanical components
and an improved error rate.

EXTENDING THE LINE

The ongoing enlargement of
CMC'’s place in tactical communi-
cations is typical of the Company’s
step-by-step approach to building its
future.

Complementary to the work on
the AN/GRC-103, development has
been completed on a self-contained
delta-modulation multiplexer capa-
ble of providing 15 voice channels
over a radio or cable link. This Del-
taplex is fully compatible with
Canadian Marconi and other similar
military radio sets and can be stacked
to provide up to 63 voice channels.
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DIRECTORS’ REPORT TO SHAREHOLDERS

REVIEW OF THE FISCAL YEAR

Sales and revenues rose to al-
most $113 million, an increase of
34% over the previous year, while
net income rose to $12,170,000,
or $2.05 per share, an increase of
60%.

The higher sales volume re-
sulted largely from increased ex-
port shipments of tactical radio
relay systems. Sales of electronic
components, destined primarily
for the high-quality requirements
of the international military
equipment market, also rose
sharply in the year and are now a
significant contributor to the
Company’s overall results. In
August 1979, the Company rec-
orded the sale to Téléglobe
Canada of an international telex
transit exchange, which has been
commissioned and is in suc-
cessful operation.

Profitability was also assisted
by the high interest yields ob-
tained on our short-term invest-
ments.

Order backlog rose to approx-
imately $140 million, of which
more than 95% is for export,
compared with $85 million at the
start of the fiscal year. As an-
nounced earlier, this includes an
order for the supply of nine sub-
scriber telex exchanges to the
British Post Office valued at $35

million, which are scheduled for
delivery during the period 1981 to
1984. The contract was obtained
in competition with a number of
major international suppliers. Or-
ders totalling more than $55 mil-
lion were received for tactical
radio relay systems, mainly from
the United States. Important ex-
port orders were also booked for
Doppler airborne navigation sys-
tems.

During the year, we expended
more than $5.5 million of our own
resources on research and de-
velopment, nearly double the out-
lay of the previous year. We con-
sider this level of expenditure es-
sential to secure the long-term
growth of the Company’s busi-
ness. Among other major proj-
ects, continued progress was
achieved in the development of a
capability in naval radar systems.
The design phase of the devel-
opment of a delta-modulation
multiplexer has now been com-
pleted; this will add a further major
product line to the range offeredin
the international military com-
munications market and we ex-
pect it to contribute to our order
intake in the coming year.

As a result of the rising level of
activity in the last three years, our
Montreal manufacturing plant,
which comprises some 480,000

square feet, is now operating vir-
tually at capacity. Steps have re-
cently been taken to acquire
about 15 acres of land near Ot-
tawa, on which the first phase of
construction will begin in 1980.
Initially, a facility of approximately
50,000 square feet will be built to
accommodate our existing Ot-
tawa research and development
team, and also the manufacture
of certain new product lines. The
land will be sufficient for further
expansion over the longer term,
as required by increasing activity.
This location was chosen to en-
able us to attract the skilled tech-
nical and managerial staff essen-
tial to our growth.

INVESTMENTS

Cash and short-term investments
atfiscal year end totalled over $44
million, compared with $37 million
at the previous year end. Capital
expenditures and the higher level
of activity implied by our order
backlog will increase the de-
mands on our liquid resources in
the coming year.

In January 1980, the Company
acquired from The Sippican Cor-
poration of Marion, Massachu-
setts, design and marketing rights
and certain other assets relating
to its line of military communica-
tions equipment, comprising two



field switchboards and a radio-
wire integrator. We believe that
this has the potential to broaden
our current range of military prod-
ucts and make a useful contribu-
tion to our sales.

Sufficient funds, however, will
be available for a more substan-
tial acquisition that will comple-
ment our existing operations and
satisfy our investment criteria.
Renewed efforts are being made
in this direction.

OUTLOOK

The continued growth of the order
backlog and the increasing range
of products are encouraging for
the Company’s prospects for
sales and earnings in the coming
years. However, the pattern of
earnings will depend to a large
degree on the composition and
phasing of deliveries against
long-term contracts. It should not
be assumed that reported short-
term results will show a consis-
tently improving trend, and in fact
the indications are for a lower
level of earnings in the first half of
the current year.

We expect that in the new fiscal
year as a whole the Company will
match the levels of revenues and
earnings reported for the year just
ended, given a continuation of the
favourable factors that have af-

Q

fected us in recent years. It is
especially important to major ex-
porters like ourselves that the
Canadian dollar remain at a com-
petitive rate against the U.S. dol-
lar and other world currencies. In
addition, we are unable to fore-
cast the possible effects of the
recent upsurge in the rate of cost
inflation in North America, bearing
in mind that a substantial propor-
tion of the orders in house have of
necessity been contracted at
fixed prices. Finally, operating
costs will be increased to some
degree by our expansion with the
new Ottawa facility, which will in-
volve start-up outlays and higher
depreciation expense.

DIVIDENDS

The Directors declared a dividend
of 25 cents per share payable on
June 16, 1980, to shareholders of
record as at May 30, 1980. This
compares with 22.5 cents de-
clared in November 1979 and 20
centsin May 1979 and represents
the fourth successive half-yearly
increase in the dividend.

ORGANIZATION

In February, Mr. Claude St.
Arnaud, who heads our Telecom-
munications Division, was ap-
pointed a Vice President of the
Company, and Messrs. Gustave

Mclnnes and Gerrit Stuurop were
appointed Comptroller and Trea-
surer respectively.

TRIBUTE TO STAFF

We wish to extend our apprecia-
tion to the men and women at all
levels in the Company who have
worked so hard to make possible
the achievements of the past
year.

On behalf of the Board,

E.O. HERZFELD
Vice Chairman

@ i

R.J. WILLIAMS
President and
Chief Executive Officer

Montreal, May 22, 1980
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Notes to Consolidated Financial Statements—March 31, 1980

1. Summary of accounting policies:

a)

b)

Principles of consolidation—The consolidated financial statements include the accounts of Canadian Marconi Company and those of its subsidiary
companies, Marconi Company, Inc. and CMC Electronics, Inc.

Translation of foreign currencies—Current assets and liabilities in foreign currencies are translated into Canadian dollars at rates of exchange in
effect as at the balance sheet date. Amounts entering into results of operations are translated at average rates.
Exchange profits and losses are included in income.

c) Inventories—Work in process, raw materials and bought-out components and finished products are valued at the lower of cost and estimated net
realizable value. Deductions are made for progress payments received and any losses incurred or expected to be incurred on contracts not completed
at the balance sheet date.

d) Fixed assets and depreciation—Fixed assets are recorded at cost.

Depreciation is provided on the straight-line method at rates based on the estimated useful lives of depreciable assets.
Fixed assets retired or disposed of are eliminated from the asset and accumulated depreciation accounts. Gains and losses from disposals are
included in income.

e) Income taxes—The Company follows the practice of providing for income taxes based on income included in the financial statements regardless of
when such income is subject to payment of taxes under the tax laws.

f) Recognition of revenue—Sales are normally recognized when products are delivered to customers; however, revenue from major long-term
contracts is recorded on the percentage of completion method based on the ratio of the incurred costs to date to the projected total costs of completing
the contracts.

2. Inventories: Ve 1980 1979
(in thousands)

Inventories comprise: 726

Raw materials and bought-out COMPONENtS ..............coovvnvenait v ey $ 5735 $ 4084

Worlc [ PIOCEE.. 55 et Jors bt o dh St G LRl T e e S 21037 17 419

Finished | plodbiols +.. 7. g o ool bl D adalelerts S 4028 5 348

1706 < 30 800 26 851

OGRS DEVINBIES 0 <o s s s e S gy ( : .1:’. RS s e (8 051) (12 388)

J¥ 320 $22 749 $14 463
= 1980 1979
7 £ (in thousands)
JET Accumulated
3. Fixed assets: "45_7: Cost _depreciation Net Net

T RO e S W el E R R T R $ 483 $ — § 483 $ 483

TS ST S D R e, e 7470 3895 3575 3 684

Plant, machinery and equipment . ................ e ) TR 6919 2782 4137 2424

EqUIDMEIT OV - s v el e S RN e S 3879 2 045 1834 1649

T 70 $18 751 $ 8722 $10 029 $ 8240
pr——

The estimated useful lives of depreciable assets are as follows:

B INgS s e i o s et v e e e A e e s e e o SIS S e e 25 to 50 years

Plant, math ey AN e U N e it s o = o vt e e R o e o P up to 10 years

Lo b [y oo e R RS e T RN e i e ol T A et TEet el L e A SR A up to 4 years

Capital expenditure authorized and committed at March 31, 1980 was $1 729 000.

4. Long-term debt:

Sinking fund provisions of the Series A and B debentures require payments aggregating $390,000 annually in the years 1980 to 1983 and $475,000

annually in the years 1984 to 1987. Debentures have been purchased and surrefidered for cancellation in full satisfaction of requirements of the

years 1980 to 1984 inclusive, and in partial satisfaction of requirements of the year 1985.

5. Pension plan:

At March 31, 1980 all vested past service benefits in the Company's pension plan were fully funded.




With the addition of a digital order
wire now in the advanced design
stage in Montreal, the Company will
be able to market a complete tactical
radio relay system capable of inter-
operability with all of the systems
employed by NATO forces. To ex-
pand further its range of tactical
communications equipment, the
Company has acquired all the design,
manufacturing and marketing rights
to the military switchboard and
radio-wire integrator equipments de-
veloped by The Sippican Corporation
of Massachusetts.

THE INTEGRATED
APPROACH

Canadian Marconi’s activity in
tactical communications is part of a
policy directed towards offering fully

ategrated systems. This approach to
the product range has an internal
parallel.

CMC Telex Exchanges

are in operation at Teleglobe
Canada and are under
contract to be delivered to
the British Post Office.

Some years ago, it was decided to
produce electronic components in-
house to overcome problems of price,
quality and delivery. This ultimately
led to the formation of a highly
skilled and well equipped group
working in printed circuit boards,
hybrid microcircuits, fibre optics,
edge-lit panels, injection moulding,
power supplies and magnetics.

Tightly controlled in quality, these
processes are capable of producing
components to the most stringent
specifications.

The Components Group has now
expanded far beyond CMC's internal
requirements. It has become one of
the Company’s fastest growing seg-
ments, selling the bulk of its output
to other leading electronic manufac-
turers in Canada, the U.S. and over-
seas.

A further measure of CMC's com-
prehensive capability is that its serv-
ice operations both support the




The Mobile VHF/UHF
Repeater and its
accompanying base station
complex provide the
complete communications
network for the Ontario
Ministry of Health Hamilton
Region Ambulance Dispatch
System.

Company’s own products, and repair
and calibrate electronic equipment
for military, government and com-
mercial clients.

A BLEND OF
RESOURCES

Obtaining optimum results from
the full range of Company activitics
is probably the single most important
function of management. One of the
most effective ways of doing this is to
exploit the combination of skills,
experience and technical capabilities
athand. This results in virtually all of
CMCUC'’s sales deriving from products

it has designed and manufactured in
Canada.

The Company’s success in the
telex switching ficld is a case in
point. It resulted from years of work
in avionics, communications and
component design. Drawing on their
experience in computing techniques,
CMC engineers developed telex ex-
changes that are particularly cost ef-
fective for large-scale applications.

In addition, their expandability
was a factor in winning a recent con-
tract for nine exchanges for the
British Post Office. At a time of rapid
worldwide growth in telex traffic, the
Company has attained a strong posi-
tion in an important market area. In
securing this order, CMC capitalized
upon another of its corporate
strengths, its international affilia-

The CMA-730 Vertical
Instrument Display System
has recently been accepted
as a standard installation on
Canadair’'s Challenger.




tion. The Company was assisted by
GEC Telecommunications Ltd., like
CMC, a subsidiary of The General
Electric Company Limited of Lon-
don, England. Canadian Marconi is
now collaborating with Marconi
Radar Systems Ltd., also based in
England, in the development of two
new surveillance radar systems. One
of these is a medium-range,
medium-power equipment designed
to operate in either a commercial or
military role. The second is a naval
system built to strict defence specifi-
cations. Both are scheduled to enter
world markets within the next two
years.

The development of these radar
systems is taking place in the Com-
pany’s research and development
facility in Ottawa, where work is also
underway on new digital avionic sys-
tems. The project in the most ad-
vanced phase of development is a
status display designed to replace the

Anaplot, a photogrammetry
system, provides
L‘urt()gmphem with a semi-
automatic capability of
producing contour maps
from aerial photographs.

The recently-developed
CMR-1819 Surveillance
Radar is used to detect air
and surface targets.

standard warning lights in aircraft
cockpits. This CMC system is linked
to a computer which provides mem-
ory facilities and can make “deci-
sions’”” on the priority of warnings
and other information presented to
the aircrew.

Work is in progress on vertical
panel display systems, applying lig-
uid crystal display technology to
flight data. The Company is already a
leading manufacturer of vertical
scale, solid-state instruments which
combine fibre optics with incandes-
cent lights to give clearer and more
reliable indications of important
engine parameters such as fuel flow,
pressure, torque and temperature.

@Iﬂi""ilun.,

The first such installations were in
the U.S. Army Mohawk reconnais-
sance aircraft and the Blackhawk
helicopter; units are also being deliv-
ered for other U.S. military helicop-
ters. Similar displays are standard
equipment in the Canadair Chal-
lenger aircraft.

The R & D teams maintain close
relations with their Canadian gov-
ernment counterparts and this con-
tinues to yield positive results. The
latest is a photogrammetry system
based on a stereoplotter developed by
the National Research Council. This
new product allows cartographers to
produce, semi-automatically, con-
tour maps from aerial photographs.




THE IMPORTANCE
OF EXPORTS

Although much of CMC's civilian
communications equipment and
service activities is marketed in
Canada, it has long been recognized
that the Company must export all
but a small proportion of its products.

As a high technology Canadian
company, CMC is proud of its export
record. In recent years, about 85 per
cent of its manufactured production
has been exported, measured in dol-
lar value of sales. In particular, fully
99 per cent of the Company’s mili-
tary communications products and
89 per cent of its avionics are ex-
ported. The United States is Cana-
dian Marconi’s best market, taking
about 60 per cent of its output. An
increasing volume, however, is being

Omega Navigation Systems
like the CMA-771 provide
vital navigation capability
for commercial airlines and
general aviation aircraft
world wide.

sold currently to more than 25 coun-
tries and overseas sales are expected
to rise.

As a competitor in the dynamic
and demanding world of high tech-
nology, Canadian Marconi must
make every effort to maintain its lead
in the product lines in which it is
dominant. At the same time, the high
cost of innovation demands that
CMC continue to make the most of
its existing resources to expand its
product range. This can only be done
through the efforts of its employees.
In the final analysis, their ability is
CMC'’s most vital asset. Throughout
the spectrum of activity—in avi-
onics, radar, communications, com-
ponents and services—human skills
and ingenuity are the keys to Cana-
dian Marconi’s future.




OPERATING
DIVISIONS

AVIONICS DIVISION

Development, manufacturing, and
marketing of:

® airborne systems including Dop-
pler Navigation, Automatic
Omega, Vertical Instrument Dis-
plays, GPS NAVSTAR, Aircraft
Status Displays, Flight Advisory
Computers, and Digital Avionics.

e ground based systems including
Satellite Doppler Survey, Telex Ex-
changes, and Photogrammetric
Processors.

® custom electronic components in-
cluding printed wiring boards,
hybrid microcircuits, magnetic
devices, edge-lit panels, alpha-
numeric displays, and power
supplies.

MARINE AND LAND
COMMUNICATIONS DIVISION

Development, manufacturing,
marketing, and servicing of FM
mobile two-way radio and base sta-
tion equipment in the VHF and UHF
frequency range, portable, mobile,
and fixed HF single sideband trans-
ceivers, marine radiotelephones and
marine radar. Marketing and servic-
ing of portable radiotelephones,
marine navigation and fish-finding
equipment, and electronic test in-
struments.

RADAR DIVISION

Development, manufacturing, and
marketing of surveillance radar for
commercial and military use in land
and sea environments.

CANADIAN MARCONI COMPANY

Back cover:

The LN-66 Radar is used in a
variety of commercial and
military roles in surface and
airborne vehicles.

SPECIAL SERVICES DIVISION

Installation and maintenance of
ground-based radar, communi-
cations, and air navigation systems;
operation of defence communica-
tions and detection systems; repair
and overhaul of radar, sonar, and
communications equipment; repair
and calibration of test equipment and
standards. Maintenance of antenna
farms. Custom-built fabrication of
master station alarm displays and
perimeter intrusion alarm systems.
International marketing of power
products.

TELECOMMUNICATIONS
DIVISION

Development, manufacturing, and
marketing of military land-based
micro-wave communications sys-
tems including receiver-transmit-
ters, delta modulation multiplexers,
small and medium capacity tactical
switchboards, and special-to-type
test equipment.

2442 Trenton Avenue, Montreal, Quebec H3P 1Y9 Canada Telephone (514) 341-7630 Telex: 05-827822 TWX: 610-421-3564
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