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Providing customers with outperform



Enable ATS to deliver…

• Record financial performance and greatly
expanded future potential driven by 
a high degree of industry and regional 
market diversification

• Rapid customer payback, lower cost, 
dramatic yield improvement and accelerated
time-to-market 

• Turn-key solutions for sophisticated, complex
processes and exacting tolerances; proven
outsourcing capabilities; and total customer
satisfaction measured by the fact that 82% of
fiscal 2001 revenue came from repeat customers

• Global customer support from 26 fully
equipped facilities in eight countries on 
three continents employing 3,300 highly
skilled people 

ABOUT THE COVER: The latest addition to the Company’s industry-

leading automation technology toolkit, ATS SupertrakTM dramatically

improves functionality and reduces the cost of automation. The first 

fully programmable, multi-pallet transport system in the world,

SupertrakTM is modular, extremely accurate, flexible, and ideal for clean

room manufacturing. 

ATS’s customer-focused
strategies…

• Target expanding global manufacturers 
in diverse, high-growth markets

• Continually advance our industry-leading
automation technology and knowledge

• Become a value-adding extension 
of our customers’ engineering
and manufacturing resources 

• Respond to customers’ 
global business needs with 
full-service capabilities, 
training and support 



YEARS ENDED MARCH 31 2001 2000 1999

Financial results

Revenue $ 678,972 $ 530,0 1 4 $ 5 1 5,268 

Earnings from operations $ 7 1 ,624 $ 60,20 1 $ 66,464

Net earnings* $ 46, 1 9 1 $ 35,745 $ 37,237

Per Share

Net earnings per share – basic* $ 0.79 $ 0.64 $ 0.67 

Net earnings per share – fully diluted* $ 0.76 $ 0.62 $ 0.65

Financial Position

Total assets $ 7 1 2,807 $ 55 1 ,674 $ 499,422

Shareholders’ equity $ 526,80 1 $ 348,1 36 $ 3 1 4,339

* Fiscal 2000 net earnings include an unusual item which reduced net earnings by $1.0 million or $0.02 per share, basic and fully diluted. Fiscal 1999 
net earnings include unusual items which reduced net earnings by $2.4 million or $0.04 per share, basic and fully diluted.
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Fellow Shareholders ATS generated record revenue and net earnings in fiscal 2001. 

This outstanding financial performance, achieved in spite of a period of intense workforce recruitment, training and

capital investments to support long-term growth, underscored the power of ATS, the world leader in automation

knowledge and technology. 

But the real highlight of the year past was the fact that ATS established a significant presence in new high-growth

healthcare and microelectronics markets. Broadening our scope in areas such as biochip, flat panel display, semiconductor

and fiber optic automation, while maintaining our leadership position in traditional automotive and computer/electronics

markets, makes ATS a much stronger Company. 

Our strength and potential are also derived from the fact that our markets have historically been counter-cyclical and

are currently forecast to grow at above average rates over the long term. This supports our belief that ATS has a better

foundation than ever to pursue superior and sustainable performance for shareholders. 

ATS’s rapid success in entering new markets while sustaining leadership of traditional markets vividly demonstrates

one of the Company’s most compelling aspects. Our knowledge and capabilities are applicable in many industry

segments, giving ATS significant agility in pursuit of growth. Moreover, once we secure a new customer, that customer

tends to become an ongoing account for ATS.

Two statistics illustrate ATS’s ability to generate new accounts and satisfy those we have won:

• In fiscal 2001, ATS added more than 100 new customers, making our customer base broader and more diversified

than ever and giving us the potential for sizeable new orders in the future.

• 82% of fiscal 2001 revenue came from repeat customers satisfied that ATS was able to deliver real value as 

a strategic extension of their manufacturing resources.  

In short, more customers in more market segments mean the potential for more long-term work and greater

sustainability for ATS.

Klaus D. Woerner
PRESIDENT AND 

CHIEF EXECUTIVE OFFICER

Lawrence G. Tapp
NON-EXECUTIVE 

CHAIRMAN OF THE BOARD
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THE ATS STRATEGIC ACTION PLAN To ensure we continue to unlock sustainable new opportunities that will take

ATS beyond the billion-dollar revenue level, we are following a multi-part strategic action plan.   

Precisely target new market segments that ATS can lead. ATS’s industry-leading reputation draws diverse new

business to our Company. But rather than solely reacting to opportunity, we are proactively pursuing it in a targeted

fashion. One goal is to achieve permanent leadership in selected new markets that offer high margins and rapidly

expanding opportunities for new sales.     

The new industry segments ATS is targeting for the future share three characteristics.  

• Each is expected to grow at a high rate over the next five to 10 years — in excess of 15% annually. 

• Each has a sizeable long-term need for our solutions that is not being met by traditional manufacturing methods. 

• Each benefits from our knowledge and technology toolkit, allowing us to effectively lever investments in our

automation systems and precision components capabilities.

Secure new Precision Components work in all target markets, new and traditional. ATS’s business model is unique

because we have levered our automation systems knowledge and skill sets to become a leading provider of precision

components to companies wishing to outsource supply. Our highly automated Precision Components operations are able

to handle the high-volume production of some of the most sophisticated devices found in microelectronics, automotive

and computer/electronics industries. These capabilities along with a reputation for consistent quality and on-time supply,

will allow ATS Precision Components to significantly grow and further diversify its own sources of revenue over the long

term. Reflecting the Group’s multi-market potential, we recently made two important announcements.

In May 2001 Precision Components operations was awarded a multi-year, multi-million-dollar assignment to produce

new power seat adjustment sub-systems for a major US-based multinational automotive company. Shipments are

scheduled to begin in the Spring of calendar 2003 and are forecast to continue through 2008, and possibly beyond.

Once fully ramped up in fiscal 2005, this contract could generate approximately $40 million to $50 million in annual

revenue for ATS, based on forecast shipment volumes to the customer. 

As well, we recently announced the launch of a new line of ATS-designed and manufactured thermal devices. Thermal

devices that dissipate heat, including passive and active folded fin heat sinks, are in high demand by ATS’s computer

manufacturing customers who need to optimize cooling performance to increase processing speed. With the launch

of the new Intel
® Pentium® 4 and Mobile AMD Athlon™ 4 processors, we expect our powerful and cost-effective thermal

devices to secure a ready market, adding another ongoing revenue stream to Precision Components operations.

Constantly advance technological leadership in a customer-focused way. ATS continually adds to its wealth of

automation technology and toolkit of standard products. We create new products to accelerate time-to-market and

enhance yields, productivity and efficiency for customers. For ATS, perpetual innovation allows us to differentiate our
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Company, add to industry leadership, build earnings and better pursue new target markets. A recent example 

of innovation is ATS Supertrak™. 

Now commercialized, Supertrak™ is an important breakthrough in the automation industry — we believe the first major

advancement in automated material handling technology in many years. It goes beyond conventional conveyor systems

because it allows customers to control, in real time, the direction, acceleration, speed and position of each of the

numerous individual pallets (each pallet carrying product in process) used throughout the various steps in 

the customer’s automated manufacturing system. This major enhancement in systems control creates greater design

flexibility and provides the opportunity for significant cost savings while increasing manufacturing flexibility for our

customers. Supertrak™ is the technology many customers, particularly in computer/electronics, have been looking for

because it can work in all types of environments, including clean rooms.

Acquire complementary businesses and technologies. ATS has deployed a total of $53 million over the past five

fiscal years to make strategic acquisitions that have added capacity, geographic reach and potential for growth. The

most recent example of our acquisition strategy in action is Omex, Inc., a profitable, QS 9000-certified metal forming

company, based in Stratford, Ontario, acquired in June 2001. With more than $16 million in revenue and 66 employees,

Omex brings another important dimension to our Precision Components capabilities, further solidifying our ability to

offer our customers single-source manufacturing on a fully integrated basis. Like other recent acquisitions, including

C.W. Tool, a plastics injection molding business acquired in the third quarter of fiscal 2001, ATS Omex adds to our total

design and production capabilities and makes ATS a high value outsourcing partner for customers. With a very strong

balance sheet, and well-established acquisition criteria, we intend to continue to seek more strategic acquisitions to

enhance ATS’s capabilities and further position us for targeted growth in new market segments.

CONCLUSION ATS entered fiscal 2002 with a healthy automation order backlog, considerable pending opportunities

for new work and a clear resolve to use recent additions to capacity and capabilities for the continued benefit of customers.

ATS also entered fiscal 2002 with a much broader customer base, more diversified opportunities for long-term growth

in new and traditional markets and an undisputed industry leadership position. 

Overall, ATS is a much bigger and more resourceful Company than it was at this time last year. Our employment base

grew by 370 people. Our plant space is 21% bigger thanks to new larger facilities in Cambridge, Ontario, Munich,

Germany, and Rockhill, South Carolina. And shareholders’ equity has grown 51% due to our strong fiscal 2001 year and

the successful July 2000 offering of 3 million common shares for net proceeds of $117 million.

But while our Company has grown, our opportunities enlarged and enhanced, one thing remains the same: our

commitment to generating long-term rewards for shareholders by capitalizing on ATS’s growing industry leadership.

We strongly believe ATS has never been as well positioned to meet this most important objective.

Yours sincerely,

Klaus D. Woerner (Signed)
PRESIDENT AND CHIEF EXECUTIVE OFFICER

JUNE 2001

Lawrence G. Tapp (Signed)
NON-EXECUTIVE CHAIRMAN OF THE BOARD
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ATS is where the leading

companies around the world 

turn for advanced automated

manufacturing solutions 

and world-class, high-volume 

supply of precision components

and assemblies.  
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WHERE computer/electronics TURNS TO…

• Automate the high-volume assembly of 
ink jet printers, flat panel displays, and peripheral 
and storage devices and to secure supply 
of microelectronic components

• Secure yield improvements of 30% or more
annually and cycle time enhancements of 100% 
or greater through full automation of customers’
proprietary fiber optic manufacturing and 
assembly processes 

• Subcontract build-to-print of sophisticated OEM
semiconductor equipment 

• Overcome manufacturing challenges such as
extreme part tolerances, reduce labor and inventory
costs and enhance production consistency

To satisfy the continual need 
to reduce cost, the semiconductor
industry is increasingly turning 
to ATS for inter-bay and 
intra-bay automation.

Using its advanced manufacturing
capabilities, ATS has just launched 
a family of thermal products that
provide optimal cooling performance
for advanced computer processors.

ATS has targeted high-growth 
segments of computer/electronics
including the emerging flat panel 
display industry where it is now
applying its capabilities to produce
automated assembly and test systems.

Semiconductor 1 1%

Electronics and other 80%

Fiber optics 9%

Computer/Electronics 
Revenue
(fiscal 2001)

Computer/Electronics 
Revenue from 
Ongoing Operations
(by fiscal year, millions $)
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¬ Using ATS’s ultra high 
accuracy motion control technology 
and advanced YAG lasers, this 
ATS custom designed work 
cell automates the production 
of computer peripherals. 

∆ Depending on the 
customer’s needs, ATS can
automate an entire electronics
plant or build custom, 
stand-alone systems, such as
this high-precision die bonder.

¬ Fiber optic companies have
turned to ATS for specialized
knowledge and technology to
improve production yields and
lower the cost of producing
complex parts such as this
DWDM subcomponent.

∆ ATS Eco-Snow™ CO2 precision 
cleaning systems enable 
semiconductor customers 
to dramatically increase yield 
by automatically removing 
particulate down to 0.1 microns.



ATS builds production systems to 
efficiently and cost effectively produce
biochips(shown here in illustration). Demand
for these so-called “labs-on-a-chip” is 
accelerating due to the rapid advancement
of human genomics research.

Disposable needles, catheters and similar
products are manufactured in high 
volumes, using ATS automation systems
featuring trayhandlers and robotic
manipulators, to meet legislative safety
standards for handling sharps.

As the population ages, the use of home
healthcare products with sophisticated
integrated circuits, such as this one 
for an insulin monitor, is expected to
increase dramatically, giving ATS another
opportunity to apply its healthcare
industry capabilities.

WHERE healthcare TURNS TO…

• Automate the production of biochips — highly
complex lab-on-a-chip devices used to expedite 
drug discovery and genomics research 

• Fully automate the mass distribution of healthcare
products for national and regional markets 

• Cost-effectively produce sharps and other 
disposable medical instruments to meet new
healthcare safety rules 

• Produce new generation home healthcare diagnostic
devices incorporating miniaturized electronics
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A major strategic thrust into the
healthcare market has enabled 
ATS to accelerate revenue over 
the past eight quarters and add 
14 new healthcare customers.

Healthcare Revenue
(by fiscal quarter, millions $)
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The largest single automation project ever 
undertaken by ATS was to design, build and install
systems, like this one, at Merck-Medco’s state-of-the-
art automated pharmacy. Opening in the Fall of 2001,
this 280,000 square foot pharmacy will process 
hundreds of thousands of prescriptions each week
using ATS's advanced, automated solutions.
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WHERE automotive TURNS TO…

• Automate the production, assembly and testing 
of highly engineered subassemblies used in 
such vehicle areas as fuel, safety, comfort and
entertainment systems 

• Reliably launch products using innovative solutions
that provide rapid payback 

• Outsource high-volume manufacturing and
assembly of high-tolerance plastic and metal
components on an ISO 9001, ISO 9002 and 
QS 9000-quality certified basis  

• Secure award-winning precision component 
supply that continuously delivers high-quality,
competitively priced products on time 

This automotive actuator was 
manufactured and quality tested
using ATS coil winding and 
testing technologies. 

Today’s automotive environment 
and the application of electronics
in many parts requires automated 
production of virtually all components
including this rear windshield wiper
motor with circuit card. 

For highly engineered products, such
as this rectifier plate, ATS Precision
Components provides many integrated
processes on an outsourced basis to
its customers, such as prototyping,
design for manufacturability, stamping,
injection molding and assembly. 

Automotive Revenue
(by fiscal year, millions $)
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Automotive suppliers are 
traditional users of automation
because of their constant need
to reduce cost and improve
quality through advanced 
manufacturing and outsourcing.



To meet global quality standards while reducing
the price per unit, the automotive industry has
an entrenched need for turn-key automation
solutions, such as this ATS high-speed assembly
and test system producing master cylinders. 

Developed by ATS’s Machine Tool
division, this metal removal system
incorporates multiple turret 
heads to increase manufacturing
flexibility and improve tool wear.
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ATS is the only Canadian 
company to win a coveted Gold
Supplier Award given annually
by Johnson Controls Inc., 
one of the world’s leading 
automotive companies.



WHERE multinational customers TURN FOR…

• Proven, industry-leading automation technology
that solves problems, saves time and money 

• Highly innovative standard automation products
and redeployable workcells developed to enable
complex manufacturing and assembly processes
with faster delivery

• Unparalleled automation and precision components
capacity and knowledge — embodied in a highly
skilled workforce of 3,300 — and the ability 
to rapidly scale-up to meet customer needs

• World-class customer support and training,
available on a global basis, to maximize
manufacturing uptime and return on investment

ATS excels in designing and 
manufacturing ultra high precision
assembly and test systems for
demanding customer applications.

ATS Supertrak™ is a breakthrough in automated
conveyor technology because it allows the
speed, direction, acceleration and position of
each individual pallet to be pre-programmed.
Here, Supertrak™ is handling cellular phones
in a clean environment.

This high accuracy photonics 
assembly cell was designed and built
by ATS to enable low-cost, high-yield
clean room production of fiber 
optic components.
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Facilities Square Footage
(at March 31,
in thousands of square feet)
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ATS designs and builds medium and high-
volume automated machining systems that
deliver optimum performance, flexibility and
reliability for customers in multiple markets.

To meet the need for efficient, high 
volume turning, ATS recently introduced
its Turn 6 LC™ system. By incorporating 
new technologies such as motorized 
spindles and frameless motor, Turn 6 LC™
eliminates belts and pulleys and saves 
up to 25% in cycle times, depending 
on the part produced.
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WHERE ATS TURNS TO CAPITALIZE ON  solar energy growth. 

• Photowatt International, a leading global provider 
of solar cells and panels for photovoltaic energy
applications, has been a strategic complement to
ATS’s business model since fiscal 1998.

• The photovoltaic market is estimated to be worth
US$1 billion with an expected forward growth rate 
of 20% compounded annually over the next decade.

• ATS is dedicated to dramatically improving the
economics of solar cell production by using its
automation knowledge and capabilities.

• With key production advancements pioneered 
by ATS, and new operating management, Photowatt 
is well positioned to benefit from surging renewable
energy demand.

Growth in 
wireless applications

Energy deregulation
(including net metering)

PV
Market 
Growth

High-reliability power
required for remote

web operations

California 
power shortage

Global warming
Environmental

awareness

Government
subsidies

Increasing oil and 
natural gas prices

Solar Market Drivers
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Based on current market
prices, one megawatt 
is worth approximately
US$3 million to $3.5 million.
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Solar panels incorporating photovoltaic 
cells are becoming a much more common
form of energy generation, not only in 
the major markets of Japan and Europe, 
but also in the United States.  

To dramatically reduce the cost of solar energy 
while driving production yields and efficiencies
higher, ATS has developed automation specifically 
for Photowatt.
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WHERE SHAREHOLDERS CAN TURN FOR OTHER answers

WHAT MARKET SECTORS OFFER THE BEST GROWTH PROSPECTS FOR ATS?

ATS has strategically targeted high-growth segments of automotive, healthcare and computer/electronics, each offering

long-term opportunities with expected growth rates in excess of 15% annually. Examples include automating regional

drug distribution facilities and biochip production in healthcare; and automating flat panel display production and

fiber optic components in computer/electronics; and advanced systems in automotive. The past year has seen us

significantly expand our customer base in these areas and we expect to continue to diversify revenue into new segments

in the future. It’s important to note as well that in each of these markets, ATS is positioned not only for new automation

systems sales, but also outsourcing opportunities for Precision Components. ATS Precision Components has the unique

knowledge and capabilities to be a very effective supplier in all of these areas. Overall, ATS has a solid presence in

virtually every high-growth manufacturing market with great potential to expand long-term revenue.

DESCRIBE THE COMPETITIVE LANDSCAPE FOR ATS.

ATS is the clear industry leader in a market that is highly fragmented and where competitors vary greatly by industry

and regional territory served. To illustrate, we estimate ATS leads the North American industry with a 10–12% market

share. This means there are dozens of companies out there with very small niches. The European automation 

market is even more fragmented. ATS Precision Components also faces many diverse competitors and is differentiated

by its strong technical skills, automation knowledge and advanced manufacturing capabilities. 



A T S  2 0 0 1  A N N U A L  R E P O R T 17

HOW WILL ACQUISITIONS ADD TO ATS’S POTENTIAL? 

Selective acquisitions have been a key part of ATS’s strategy for the last five years, during which time we made 

1 1 acquisitions and licensed various technologies. The latest example is the Omex acquisition (see page 4). Our acquisition

strategy is straightforward: we are interested in adding technologies and businesses that complement our existing

capabilities as a single-source manufacturing partner for our customers. Fundamentally, we expect candidates to add

value for customers and shareholders and fit well with our entrepreneurial culture.

WHY ARE ATS STANDARD PRODUCTS AND TECHNOLOGY DEVELOPMENT IMPORTANT?

ATS’s innovative automation technology clearly differentiates our Company in the marketplace. More important, with

a toolkit of standard automation products, we can do more for our customers while significantly reducing technical risks

often associated with new manufacturing processes. Going forward, we intend to continue to add to our foundation in

ways that will allow ATS and our customers to deploy automation on a broader scale. Through innovation, we are also

committed to helping customers launch their products faster. Internally, technology development that is focused on

increasing the modularity of our systems allows ATS to accelerate our delivery times and gain higher levels of efficiency

and productivity. By committing to continuous development, ATS has launched many innovative technologies in the past

five years, including SupertrakTM (pictured on the front cover), the first multi-pallet robotic transport system in the world.

SupertrakTM positions ATS to provide enabling solutions to manufacturers in numerous markets. Today, we are continuing

to develop new generation products that will add to our toolkit and further advance ATS’s technological leadership.
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WHERE SHAREHOLDERS CAN TURN FOR OTHER answers

WHAT ARE YOUR PERFORMANCE EXPECTATIONS AND PLANS FOR PHOTOWATT, 

YOUR SOLAR TECHNOLOGY COMPANY?

Since we acquired Photowatt in calendar 1997, it has grown from manufacturing 4 megawatts of power annually to 

a company producing some 18 megawatts today. This makes it the seventh largest photovoltaic company in the world.

To drive our future growth, we continue to investigate ways to reduce the cost per watt of solar energy to further

stimulate demand. Our goal is to accelerate Photowatt’s progress over the next three to five years while building positive

cash flows. Energy consumption continues to increase around the world, outstripping conventional supply. With markets

expected to expand some 20% annually over the next 10 years,  Photowatt is clearly in the right place at the right time. 

WHY IS CONFIDENTIALITY SO IMPORTANT TO YOUR CUSTOMERS?

Because of the proprietary nature of the products our systems handle, and the fact that our customers view ATS as an

important provider of strategic manufacturing knowledge and capabilities, ATS is contractually prohibited from disclosing

the names of many of our customers. This level of confidentiality has also caused us to develop tight security procedures

at our facilities. Since we are proud of the large number of relationships we maintain with some of the world’s most

successful companies and proud of the solutions we provide, we would obviously like to be able to discuss customer

projects. But this would severely damage the valued relationships we have with our customers.
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Overview ATS IS COMMITTED TO ACHIEVING STRONG, PROFITABLE LONG-TERM GROWTH THROUGH

A CUSTOMER-FOCUSED BUSINESS STRATEGY. BY APPLYING THIS STRATEGY, ATS’S CONSOLIDATED

REVENUE AND NET EARNINGS HAVE GROWN AT AVERAGE ANNUAL COMPOUNDED RATES OF 28% AND

19% RESPECTIVELY OVER THE PAST FIVE FISCAL YEARS. FOR THE 12 MONTHS ENDED MARCH 31, 2001,

ATS ACHIEVED RECORD REVENUE AND NET EARNINGS, ADDED SUBSTANTIALLY TO ITS CUSTOMER BASE

IN NEW AND TRADITIONAL MARKETS AND GENERATED A HEALTHY YEAR-END AUTOMATION SYSTEMS

BACKLOG OF $212 MILLION. AT THE SAME TIME, THE COMPANY CONTINUED TO SIGNIFICANTLY EXPAND

ITS WORKFORCE AND ITS PHYSICAL PRESENCE TO INCREASE CAPACITY FOR CUSTOMERS AND SUPPORT

ATS’S LONG-TERM GROWTH AS THE GLOBAL AUTOMATION INDUSTRY LEADER. 

MANAGEMENT’S DISCUSSION AND ANALYSIS

Net Earnings
(by fiscal year, millions $)
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MANAGEMENT’S DISCUSSION AND ANALYSIS

CONSOLIDATED RESULTS

Fiscal 2001 revenue increased 28% to $679 million compared to $530 million in fiscal 2000. Reflecting the Company’s drive

to expand and diversify sources of revenue and support its customers where they do business, growth was broadly based by

geographic region, by industrial market and by customer. Growth was also achieved by both of the Company’s operating

Groups, Automation Systems and Precision Components, despite challenging economic conditions and a pronounced

slowdown in the automotive market. Increased demand for the Company’s automated manufacturing solutions in targeted

new markets for ATS such as healthcare, as well as segments of computer/electronics, allowed the Company to overcome these

challenges. Revenue for the fiscal year was more diversified than at any time in the Company’s history.

Geographically, the Company generated revenue growth from all its regional markets in fiscal 2001. The United States &

Mexico continued to be ATS’s primary market, representing 70% of fiscal 2001 revenue (compared to 67% in fiscal 2000).

Revenue growth in this market was 33% in fiscal 2001. 

Capital expenditures in fiscal 2001 totalled $82.4 million, compared to $25.4 million in fiscal 2000. The primary investments were

to increase manufacturing space at targeted ATS facilities to meet customer needs for automated manufacturing solutions. In

fiscal 2001, the Company added 270,000 square feet (a 28% increase in Automation Systems floor space) at facilities in Cambridge,

Ontario, Rock Hill, South Carolina, and Munich, Germany, to support long-term growth and meet customer delivery schedules. 

Consolidated earnings from operations for fiscal 2001 were $71.6 million, an increase of 19% compared to $60.2 million in

2000. These record results were achieved despite temporary inefficiencies caused by a substantial increase in employment,

changes in revenue mix and an industry-wide downturn in automotive markets. As a result of these factors, fiscal 2001

consolidated operating margin was 10.5% compared to 11.4% last year. 
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Interest income amounted to $3.2 million for fiscal 2001 compared to $2.0 million in 2000, with the increase largely

attributable to investment of the $117 million net proceeds of the Company’s July 2000 issue of 3.4 million common shares.

The Company’s total provision for income taxes represented an effective tax rate of 34.4% for fiscal 2001 compared to 37.5%

in the prior year. This rate reduction is primarily the result of decreases to tax rates in certain of the Company’s principal

jurisdictions and fluctuations in the mix of net income before tax earned in those jurisdictions.

Net earnings for fiscal 2001 were $46.2 million, an increase of 29% compared to $35.7 million last year. Fiscal 2001 earnings

per share were 79 cents basic, 76 cents fully diluted, 23% higher than the 64 cents basic, 62 cents fully diluted achieved in 2000.

AUTOMATION SYSTEMS SEGMENT

Automation Systems Revenue
(IN MILLIONS OF DOLLARS) 2001 2000 change

Computer/Electronics $ 247.5 $ 1 36.7 8 1 %

Automotive 1 69.7 1 86.8 (9%)

Healthcare 76.4 26.8 1 85%

Other 32. 1 42.0 (24%)

Total segment $ 525.7 $ 392.3 34%

In fiscal 2001, Automation Systems revenue increased $133.4 million or 34% to $525.7 million, reflecting the Company’s expansion

into new segments of computer/electronics and its larger position in healthcare. This more than offset slight reductions 

in revenue from automotive and other segments. The computer/electronics segment included the Company’s revenue from 

fiber optics and semiconductor markets. Fiber optics represented 5% of Automation Systems revenue in 2001 and increased 

143% in the year, while semiconductor represented 7% of Automation Systems revenue and increased 87% over fiscal 2000.

Fiscal 2001 operating earnings from Automation Systems increased 23% or $13.9 million to $74.3 million, compared to 

$60.4 million in fiscal 2000, reflecting revenue growth.

Automation Systems operating margin was 14.1% for fiscal 2001 compared to 15.4% last year. The change in operating margin

primarily reflected the proportionately higher expenses incurred by the Company to support its continued growth and market

diversification.  This included the training and ramp up of almost 700 skilled workers within the Group since mid fiscal 2000.

This represented a 46% increase in the Group’s employment base over this period. The Company believes it takes between

18 and 24 months before new employees become fully productive. In fiscal 2001, the Company undertook more first-time

systems reflecting its expanded customer base and markets. These first-time systems generally carry lower margins reflecting

the up-front engineering and development costs associated with new applications. An increase in the proportionate amount

of revenue derived from third-party content in fiscal 2001 compared to fiscal 2000 also contributed to lower operating

margins. The impact of third-party content is described in ”Other Considerations and Risk Factors, Automation Systems

Revenue Mix,” page 24. In the third quarter of fiscal 2001, the Company wrote off the remaining deferred development costs

associated with the earlier than expected termination of a multiple system contract.
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PRECISION COMPONENTS SEGMENT

Precision Components Revenue 
(IN MILLIONS OF DOLLARS) 2001 2000 change

Computer/Electronics $ 59.4 $ 43.7 36%

Automotive 95.6 94.7 1%

Other 1 .4 0.7 1 00%

Total segment $ 1 56.4 $ 1 39. 1 1 2%

Precision Components revenue grew to $156.4 million in fiscal 2001, an increase of $17.3 million or 12% over fiscal 2000. This

increase was primarily the result of greater solar energy sales. Photowatt, the Company’s producer of photovoltaic cells and

modules for the generation of solar energy, increased its revenue 39% in fiscal 2001 as market demand for clean, renewable

energy grew. Within the automotive market, Precision Components revenue in fiscal 2001 was $95.6 million, virtually

unchanged from the prior year despite an industry-wide automotive market slowdown that caused customers to rapidly

reduce inventories in the second half of fiscal 2001. 

Precision Components operating earnings in fiscal 2001 were $4.3 million (operating margin of 2.8%) compared to 

$4.6 million (margin of 3.3%) in 2000. These results primarily reflected the impact of the automotive industry slowdown on

core Precision Components revenue, which more than offset significantly improved Photowatt performance.

Numerous adjustments, including management changes, were made at Photowatt during fiscal 2001 to improve operating

performance. This, coupled with increasing demand for solar technologies, enabled Photowatt to make a positive contribution

to operating income in the fourth quarter of fiscal 2001. In the third quarter of fiscal 2001, Photowatt settled an outstanding

contract dispute resulting in recovery of certain costs. 

CASH FLOW AND FINANCIAL RESOURCES 

Strong earnings generated healthy cash flow from operations of $74.6 million in fiscal 2001.

As previously discussed, ATS successfully completed an equity offering in fiscal 2001. A portion of the proceeds was used to fund

increased working capital, which rose $66.3 million in fiscal 2001, to support revenue growth. $35.2 million was invested during

fiscal 2001 for facilities acquired or constructed in the period, as well as $37.2 million for other fixed assets to equip both new

and existing facilities for current and expected future growth. $10.0 million was invested in land for future expansion in Germany

and Canada. Also during fiscal 2001, the Company invested $4.2 million in deferred development costs related to key growth

initiatives, including thermal solutions, standard machine tools, next generation solar products and other targeted projects.

ATS selectively makes strategic acquisitions to complement growth. Consistent with this strategy, ATS acquired the assets

of C.W. Tool, a plastic injection molding company, for $14.7 million during fiscal 2001. This Michigan-based operation was

acquired to provide access to new customers and enhance critical mass for the Group’s operations in McAllen, Texas.

Accordingly, ATS is in the process of closing the Michigan facility and transferring assets and related production to the McAllen

and Cambridge Precision Components operations.



A T S  2 0 0 1  A N N U A L  R E P O R T 23

To support expected future growth in Precision Components, ATS has also commenced construction of a 53,000 sq. ft.

extension to its Plastics facility in Cambridge. This extension is expected to be ready for occupancy in June 2001.  

ATS continues to have a healthy financial base with which to execute its future strategy. At March 31, 2001 the Company had a

debt to equity ratio of 0.10:1, cash and short-term investments of $72.9 million and $88.6 million of unutilized credit available under

its various operating and term facilities. Foreseeable ongoing cash needs are expected to be funded by cash generated from

operations, existing cash resources and debt capacity. The Company continues to seek out and review acquisition opportunities,

the cash need for which would depend on the size of the acquisition and the form of purchase consideration to be paid.

OUTLOOK

Entering fiscal 2002, the near-term economic outlook is uncertain. Many sectors have experienced reductions in demand.

In the automotive industry, excess inventories appear to have been corrected, but industry forecasts for the 2002 model

year suggest production volumes may be 12% lower than the previous model year. Segments of the computer/electronics

industry, most notably fiber optics, have also experienced abrupt slowdowns. These factors increase the short-term risk of

a substantial economic slowdown that could manifest itself in order delays for automation systems and continuing softness

in precision component volumes.

Against this background, ATS started fiscal 2002 with a well-diversified automation systems backlog of $212 million.

Management believes quotation activity remains strong within the Automation Systems Group, resulting in a cautiously

optimistic outlook for the year. Although the risk of constrained growth cannot be ignored, the Company believes its well-

diversified customer base in new and traditional industrial markets will help to offset the short-term impact of an economic

downturn. Moreover, ATS believes its solutions are of major strategic benefit to customers, reducing the chance that

automation systems orders will be delayed for prolonged periods. 
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Short term for Precision Components, volumes on existing automotive programs are not likely to run at levels achieved in early

fiscal 2001. However, volumes are expected to recover from the low levels of the second half of last year. As well, Precision

Components has recently added to its capabilities through new orders, acquisitions and increased its potential by launching a

new line of thermal products for the computer industry. Management believes these initiatives should help to improve the

Group’s positioning for growth. Growing demand for alternative energy coupled with the impact of changes in management

and operations in fiscal 2001 should also contribute to Photowatt’s potential this year, providing additional momentum to ATS.

Longer term, the Company believes it is well positioned to extend its record of significant and profitable revenue growth by

meeting customers’ ongoing, strategic needs for efficiency and productivity enhancements and turn-key component and

subassembly outsourcing. As the industry leader with broad customer relationships, ATS believes it has the knowledge,

technologies, capabilities and global capacity to enable multinational companies to save critical time and money in launching

new products. Importantly, ATS also has a unique opportunity and a plan to bring automation into new markets and the

financial foundation to add to its leadership position in traditional markets. 

In summary, fiscal 2001 was a pivotal year for ATS as the Company accelerated financial performance, strategically expanded

its markets and customer relationships and added the capacity and capabilities that management believes are key to fulfilling

long-term customer needs. 

MAY 15, 2001 

FORWARD-LOOKING STATEMENTS 

Certain statements contained in this annual report constitute forward-looking statements. These include statements 

about management’s expectations, beliefs, intentions or strategies for the future, which are indicated by words such as

“anticipate,” ”intend,” ”believe,” ”estimate,” ”forecast” and ”expect” and similar words. All forward-looking statements reflect

management’s current views with respect to future events, and are subject to certain risks and uncertainties and assumptions

that have been made. Important factors that could cause actual results, performance or achievements to be materially

different from those expressed or implied by these forward-looking statements are discussed in this management’s discussion

and analysis, elsewhere in this annual report, and in other continuous disclosure filings of the Company. If one or more of

these risks or uncertainties materialize, or if assumptions underlying the forward-looking statements prove incorrect, actual

results could vary materially from those that are expressed or implied by these forward-looking statements. 

OTHER CONSIDERATIONS AND RISK FACTORS

Automation Systems Revenue Mix An automation systems order typically requires ATS to integrate third-party content

(third-party equipment and subcontract work) with its own products and services (ATS value added) to produce a complete

automated manufacturing system. Third-party content typically comprises a significant portion of the total value of an

automation systems order. Specific third-party equipment, reflecting the functional requirements of the system, is often

required under the terms of the customer’s order. ATS typically subcontracts work on an automation systems order as required

to supplement internal resources and to manage capacity, order backlog and customer delivery schedules. 
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The amount of revenue ATS earns from third-party content in automation systems in a particular reporting period depends

primarily on the value of such content integrated by ATS during that period. The amount of third-party content may be

subject to significant fluctuations from period to period, and depends upon the nature and specifications of the automation

systems orders in process, the value and timing of deliveries of third-party content, and the amount of subcontracting used

in the period. 

The Company typically earns significantly lower margins on third-party content compared to margins from ATS value added.

Therefore, higher than normal third-party content in a period may increase revenues while diluting margins, while lower

third-party content in a period may reduce revenues and increase margins.

Automation Systems Pricing Individual prices and terms for custom automation systems contracts are typically negotiated

between ATS and its customers. Profit margins on contracts vary depending on a number of factors, including, but not limited

to: market conditions, technical risk, competition, the results of negotiation and revenue mix.

Use of Estimates and Automation Systems Contract Risk The nature of automation systems contracts requires the use

of estimates to quote new business and the application of the percentage of completion method of revenue recognition over

the life of the project. This method of revenue recognition is described in note 1(g) to the consolidated financial statements.

Automation systems are typically sold on a fixed-price basis. The work to be performed involves varying degrees of technical

uncertainty, including possible development work to meet the customer’s specification, the extent of which is sometimes not

determinable until after the project has been awarded. If the actual costs incurred by the Company are significantly higher

than estimated at the quotation stage, the Company’s earnings may be negatively affected.

Certain contracts may include penalties for late delivery and/or may expose the Company to liability. Automation systems

contracts may be terminated by customers in the event of a default by the Company, or for convenience of the customer.
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In the event of a termination for convenience, ATS must typically negotiate a settlement reflective of the progress achieved

on the contract and/or the costs incurred to the termination date. If a contract is cancelled, Automation Systems backlog

would be reduced.

Precision Components Pricing, Quality, Delivery and Volume Risk Within the automotive segment of Precision Components’

customer base, the Company manufactures engineered components typically under long-term, high volume contracts of

three to five-year duration. The majority of these contracts are typically sole sourced, usually to tier 1 automotive customers.

For non-automotive segments supplied by Precision Components, contracts have typically not been sole sourced, and volumes

and duration of the contracts is less certain. The existence of competitive suppliers of these precision components may

expose the Company to greater pricing pressure and volume risk. 

Typically, precision components contracts do not provide volume guarantees. The actual volume of parts shipped may vary

materially from planned levels during the term of the contract and from quarter to quarter. Variations from planned volumes

may occur for a number of reasons including changes in demand for the customer’s end product, capacity constraints, quality

problems, competition and obsolescence. 

ATS is required to remain competitive on price, quality and delivery as a condition of many of its precision components

contracts. Pricing for precision components is often subject to revision and adjustment as a result of negotiations and cost

reduction obligations to which the Company may be subject. Price reductions may be mandatory under the terms of some

contracts. The Company may also believe it necessary to voluntarily reduce prices as a way to secure higher proportions of

the customer’s releases when competitive circumstances exist. To the extent ATS is obligated, or agrees, to reduce prices and

the impact of the reduced prices is not offset through cost reductions or efficiencies gained from higher volumes, operating

margins and earnings will be negatively impacted. Failure to remain competitive on price, quality and delivery may result in

the loss of single source status (if in place), reduced shipments and possible termination of the contract. Management believes

such terms are customary in the industries in which it currently operates.

Expansion Risks New precision components contracts often require the Company to invest in new production equipment, systems

and sometimes facilities, often on tight time schedules. Bringing these investments into production quickly may expose the Company

to certain risks depending on the size of the investment, the schedule, the technology involved, and the nature of the precision

components to be produced. When production is first started, the Company often incurs higher costs and lower production rates

than for more established programs, and may encounter significant costs to correct problems which may arise. Furthermore, failure

to meet a customer’s requirements may negatively impact the Company, including possible termination of the contract.

The Company may also experience negative impacts on operating results during periods of rapid expansion of Automation Systems

capacity. New employees added in highly skilled areas typically take from 18 to 24 months to become fully trained in ATS-specific

technologies and procedures. New automation systems facilities may not be fully utilized immediately upon occupancy. Until new

employees and new facilities are fully productive, Automation Systems operating margins may be lower than historical norms.

New Product Market Acceptance Risk Market risk for new or developing technologies such as the Company’s Precision

Components’ thermal solutions, solar cells and certain automation standard products may be higher than for the Company’s
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more established precision components and automation systems products. There is no assurance that new products will be

accepted by the market, that planned volumes will be realized over the product life or that the product life will be as long as

expected due to obsolescence. In addition, newer product offerings may also require a more significant marketing and sales

effort to gain market acceptance.

Availability of Human Resources The Company’s business, especially Automation Systems, is knowledge-based.

Management believes that to increase Automation Systems revenue it must continue to attract, retain and develop technical

employees whose skills are increasingly in demand. To a lesser degree, ability to increase Precision Components revenues is

dependent upon availability of key employees with the specialized skills required to support growth. The Company’s future

success also depends upon a number of key employees, including Klaus D. Woerner, ATS’s President and Chief Executive

Officer, and other members of senior management. 

Availability of Raw Materials and Other Manufacturing Inputs Inability to secure enough raw materials and other inputs

to meet sales demands could negatively impact sales and earnings. 

Most equipment and other supplies that are integrated into automation systems are typically available from several suppliers.

Customers may specify a particular supplier for certain components of their automation system, and this specification may

constrain the availability of that equipment or supply. Availability of such items has, to date, not caused any significant

difficulties for the Company. The plastics, metals and other raw materials used most commonly in the core precision

components operations are also available from several sources. 

Within the Company’s solar operations, adequate supply of silicon and certain specialized manufacturing equipment can

involve risk of shortage, especially in periods of strong market demand, since there are fewer suppliers and there may be

limited quantities of these inputs available. 
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Cash Flow The Company’s cash flow depends on a number of factors including ongoing working capital requirements and

the level and timing of capital expenditures or acquisitions which ATS may make. Capital spending in any particular year is

primarily determined by the Company’s need to expand capacity for new orders and to update technology in response to

market demands. Significant investments in excess of the amounts budgeted, or significant acquisitions, should they arise,

may result in the need for additional financing.

Automation systems contracts can have a significant impact on the Company’s working capital requirements. Typically sold

under fixed price contracts, usually for prices in excess of $1 million, automation systems often take six months or more to

complete, depending on the complexity and size of the contract and lead times for purchased items (which may be significant).

Cash flow from an automation systems contract is determined by the progress billing schedule negotiated with the customer

and the achievement by ATS of the specified progress billing milestones. These factors vary from contract to contract, and

may result in significant changes in cash requirements from quarter to quarter. 

Capital expenditures and pre-production expenditures related to major new precision component orders must often be made

six months or more before shipments start. Timing of cash flows from precision components contracts may vary depending upon

shipment releases provided by the customer (See Precision Components Pricing, Quality, Delivery and Volume Risk page 26).

The Company generates a significant portion of net cash inflows in major foreign currencies, primarily US dollars. In order to

manage a portion of this net foreign currency exposure, the Company maintains a hedging program as discussed in

consolidated financial statement notes 1(c) and 3. The Audit and Finance Committee of the Board of Directors regularly

reviews the Company’s hedging policy and activities under the policy. 

Cyclicality Historically, many of the individual markets served by the Company have tended to be cyclical in nature. General

economic trends, product life cycles and product changes may impact Automation Systems bookings, Precision Components

volumes, and the Company’s earnings in any of its markets. To the extent the Company has not secured new orders sufficient

to replace any reduction or loss of business that may arise under individually material contracts, the future revenues and

earnings of ATS may be materially negatively impacted. The Company’s broad customer base and its strategy of diversification

through participation in different industries and geographic regions are intended to reduce cyclical risk associated with

individual markets and to provide opportunities to generate new revenue.  

Variations in Quarterly Results The revenues, operating margins and earnings of ATS may vary from quarter to quarter as

a result of risk factors discussed in this report. Additional factors which may impact quarterly results include: changes in the

proportion of revenue derived from the different activities of the Company, different margins on work performed, acquisitions,

rate of capacity expansion and level of investment in new operations, number of new employees added in a period, level of general

and administrative expenses required to support the Company’s growth, and level of research and development activities. 

While sales of ATS’s technologies and solutions are not seasonal in nature, the Company’s quarterly results have often

reflected lower earnings during the summer months, or second quarter. This has generally been the result of lower revenue

due to staff vacations (which reduce capacity) and seasonal customer plant shutdowns.



The accompanying consolidated financial statements of ATS Automation Tooling Systems Inc. were prepared by management in
accordance with accounting principles generally accepted in Canada. The significant accounting policies, which management believes
are appropriate for the Company, are described in note 1 to the consolidated financial statements. The financial information contained
elsewhere in this document is consistent with that in the consolidated financial statements.

Management is responsible for the integrity and objectivity of the financial statements. Estimates are necessary in the preparation
of these statements and, based on careful judgments, have been properly reflected in the financial statements. Management has
established systems of internal control which are designed to provide reasonable assurance that assets are safeguarded from loss
or unauthorized use and to produce reliable accounting records for the preparation of financial information.

The Board of Directors is responsible for ensuring that management fulfills its responsibilities for financial reporting and internal
control. The Board exercises its responsibilities through the Audit and Finance Committee of the Board, which is comprised of outside
directors and which meets periodically with management and the independent auditors to discuss the Company’s financial reporting
practices and procedures, its systems of internal accounting controls, the planned scope of examinations by independent auditors
and their findings and recommendations. It also reviews the Company’s consolidated financial statements.

The Company’s independent auditors, KPMG LLP Chartered Accountants, conduct an independent examination on behalf of the
shareholders, in accordance with generally accepted auditing standards and express their opinion on the financial statements. Their
report outlines the scope of their examination and their opinion on the consolidated financial statements of the Company. The
independent auditors have free access to the Audit and Finance Committee of the Board.
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MANAGEMENT’S RESPONSIBILITY FOR FINANCIAL REPORTING

We have audited the consolidated balance sheets of ATS Automation Tooling Systems Inc. as at March 31, 2001 and March 31, 2000 and
the consolidated statements of earnings, retained earnings and cash flows for the years then ended. These financial statements are the
responsibility of the Company’s management. Our responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with Canadian generally accepted auditing standards. Those standards require that we plan
and perform an audit to obtain reasonable assurance whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation.

In our opinion, these consolidated financial statements present fairly, in all material respects, the financial position of the Company
as at March 31, 2001 and March 31, 2000 and the results of its operations and its cash flows for the years then ended in accordance
with Canadian generally accepted accounting principles.

Chartered Accountants
WATERLOO, CANADA

MAY 15, 2001

AUDITORS’ REPORT TO THE SHAREHOLDERS

Klaus D. Woerner (Signed)
PRESIDENT AND CHIEF EXECUTIVE OFFICER

Ron J. Jutras (Signed)
SECRETARY AND CHIEF FINANCIAL OFFICER

KPMG LLP (Signed)
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CONSOLIDATED BALANCE SHEETS  (IN THOUSANDS OF DOLLARS) 

AT MARCH 31 2001 2000

Assets

Current assets:

Cash and short-term investments $ 72,949 $ 66,245

Accounts receivable 1 52,266 1 02,60 1

Income taxes recoverable 1 ,05 1 —

Costs and earnings in excess of billings on contracts in progress (note 4) 1 50,363 1 38,838

Inventories (note 4) 52,230 45,5 1 9

Other 2,329 2,379

431 ,1 88 355,582

Fixed assets (note 5) 205,733 1 38,445

Goodwill and other intangibles 57,306 45,683

Other assets (note 6) 1 8,580 1 1 ,964

$ 7 1 2,807 $ 55 1 ,674

Liabilities and Shareholders’ Equity

Current liabilities:

Bank indebtedness $ 4,079 $ 28,772

Accounts payable and accrued liabilities 79,222 75,1 03

Billings in excess of costs and earnings on contracts in progress (note 4) 20,992 1 6,083

Income taxes payable — 7,645

Current portion of long-term debt (note 7) — 406

Future income taxes (note 11) 21 ,281 1 7,793

1 25,574 1 45,802

Long-term debt (note 7) 53,279 48,990

Future income taxes (note 11) 4,568 6,644

Non-controlling interest 2,585 2,1 02

Shareholders’ equity:

Share capital (note 8) 323,324 200,1 60

Retained earnings 1 90,31 6 1 47,452

Cumulative translation adjustment (note 9) 1 3, 1 6 1 524

526,80 1 348,1 36

Commitments (note 13)

$ 7 1 2,807 $ 55 1 ,674

See accompanying notes to consolidated financial statements.

On behalf of the Board:

Klaus D. Woerner (Signed)
DIRECTOR

Robert W. Luba (Signed)
DIRECTOR
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CONSOLIDATED STATEMENTS OF EARNINGS  (IN THOUSANDS OF DOLLARS, EXCEPT PER SHARE AMOUNTS) 

YEARS ENDED MARCH 31 2001 2000

Revenue $ 678,972 $ 530,014

Operating costs and expenses:

Cost of revenue 51 5,848 396,332

Depreciation and amortization 25,278 2 1 ,035

Selling and administrative 66,222 52,446

607,348 469,8 1 3

Earnings from operations 7 1 ,624 60,20 1

Other expenses (income): 

Interest expense on long-term debt 3,727 3,288

Interest income (3, 1 72) (2,049)

Unusual items (note 10) — 1 ,497

555 2,736

Earnings before income taxes and non-controlling interest 7 1 ,069 57,465

Provision for income taxes (note 11) 24,474 2 1 ,565

Earnings before non-controlling interest 46,595 35,900

Non-controlling interest in earnings of subsidiaries 404 1 55

Net earnings $ 46, 1 9 1 $ 35,745

Net earnings per share 

Basic $ 0.79 $ 0.64

Fully diluted $ 0.76 $ 0.62

See accompanying notes to consolidated financial statements.

CONSOLIDATED STATEMENTS OF RETAINED EARNINGS  (IN THOUSANDS OF DOLLARS)

YEARS ENDED MARCH 31 2001 2000

Retained earnings, beginning of year $ 1 47,452 $ 1 1 1 ,707

Net earnings 46, 1 9 1 35,745

Cost of issuance of common shares, net of related future income taxes (3,327) —

Retained earnings, end of year $ 1 90,3 1 6 $ 1 47,452

See accompanying notes to consolidated financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS  (IN THOUSANDS OF DOLLARS) 

YEARS ENDED MARCH 31 2001 2000

Cash flows from operating activities

Net earnings $ 46, 1 9 1 $ 35,745

Items not involving cash 28,452 25,057

Cash flow from operations 74,643 60,802

Change in non-cash operating working capital (66,332) (70,929)

8,3 1 1 (1 0, 1 27)

Cash flows from investing activities

Acquisition of interest in subsidiaries (note 2) (1 4,7 1 1) (2,4 2 1)

Acquisition of fixed assets (82,435) (25,392)

Investments and other (7,900) 656

(105,046) (27, 1 57)

Cash flows from financing activities

Bank indebtedness (24,693) 1 0,424

Issuance of common shares, net of cost of issuance 1 1 8,086 5,005

Long-term debt (406) (3,475)

Other 10,452 7,290

103,439 1 9,244

Increase (decrease) in cash 6,704 (1 8,040)

Cash and short-term investments, beginning of year 66,245 84,285

Cash and short-term investments, end of year $ 72,949 $ 66,245

See accompanying notes to consolidated financial statements.
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1. BASIS OF ACCOUNTING AND SIGNIFICANT ACCOUNTING POLICIES

(a) Principles of consolidation These consolidated financial statements include the accounts of ATS Automation Tooling

Systems Inc. and subsidiary companies. All significant intercompany transactions and balances have been eliminated.

(b) Foreign currency translation The assets and liabilities of self-sustaining foreign subsidiaries are translated into

Canadian dollars at year-end exchange rates and the resulting unrealized exchange gains or losses are included as a separate

component of shareholders’ equity. The earnings statements of these operations are translated at exchange rates prevailing

during the year.

Other monetary assets and liabilities which are denominated in foreign currencies are translated into Canadian dollars at year-

end exchange rates, and transactions included in earnings are translated at rates prevailing during the year. Exchange gains

and losses resulting from the translation of these amounts are included in the consolidated statement of earnings, except for

the exchange gains and losses on long-term debt which are deferred and amortized over the remaining term of the related loans.

(c) Derivative financial instruments Foreign exchange contracts are used by the Company to reduce financial risks related

to future net cash flows in foreign currencies. Gains and losses on the contracts are recognized in the consolidated statement

of earnings during the same period as the corresponding foreign currency revenues and expenses.

Interest rate swaps are used by the Company to reduce its risks related to changes in interest rates on its long-term

revolving bank credit facility. The difference between the swap rate and the actual interest rate is reflected in earnings 

as incurred.

(d) Cash and short-term investments Cash and short-term investments consist of cash and highly liquid money market

instruments, typically with maturities of three months or less.

(e) Fixed assets Fixed assets are recorded at cost. Depreciation is computed using the following methods and annual rates:

Asset Basis Rate

Buildings Declining-balance 4%

Production equipment Straight-line 10–30%

Units of production per unit

Other equipment and furniture Declining-balance 20–30%

Leasehold improvements are amortized over the terms of the related leases on a straight-line basis. 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS  (TABULAR AMOUNTS IN THOUSANDS OF DOLLARS)



(f) Goodwill and licences Goodwill is recorded at cost and is amortized using the straight-line method over periods from

five to forty years. The Company evaluates goodwill each year to determine if there has been a permanent decline in value

based on current and expected operating earnings of each underlying business, taking into consideration operating trends

and other relevant factors.

Licences are recorded at cost and are amortized over their estimated economic life.

(g) Contract revenue and inventories Contract revenue in the Automation Systems segment is recognized using the

percentage of completion method. The degree of completion is determined based on costs incurred, excluding costs that are

not representative of progress to completion, as a percentage of total costs anticipated for each contract. Incentive awards,

claims or penalty provisions are recognized when such amounts can reasonably be determined. Complete provision is made

for losses on contracts in progress when such losses first become known. Revisions in cost and profit estimates, which can

be significant, are reflected in the accounting period in which the relevant facts become known. 

Revenue in the Precision Components segment is recognized at time of shipment providing collection is reasonably assured. 

Provisions for warranty claims and other allowances are made based on contract terms and prior experience.

Inventories are valued at the lower of cost (first-in, first-out basis) and net realizable value.

(h) Research and development costs Research costs are expensed as incurred. Development costs which meet generally

accepted criteria are capitalized and amortized over the period in which the Company expects to benefit from the resulting

product or process.

(i) Pre-production costs Pre-production costs related to new Precision Components orders are deferred and amortized

over the life of the related contract on a units of production basis. 

(j) Investment tax credits Investment tax credits are accounted for as a reduction in the cost of the related asset or

expense when there is reasonable assurance that such credits will be realized.

(k) Income taxes The Company uses the liability method of tax allocation for accounting for income taxes. Under the

liability method of tax allocation, future tax assets and liabilities are determined based on differences between the financial

reporting and tax bases of assets and liabilities and are measured using the substantially enacted tax rates and laws that will

be in effect when the differences are expected to reverse.

(l) Stock-based compensation No compensation expense is recognized for stock options granted under the Company’s

stock option plan. Consideration paid by employees, officers and directors on the exercise of stock options is credited 

to share capital.
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2. ACQUISITIONS

During the year ended March 31, 2001, the Company acquired 100% of the assets of a US plastic injection molding company. 

The acquisition has been accounted for using the purchase method as follows:

Assets, at assigned value $ 6,744

Liabilities assumed (1 ,996)

Goodwill 9,963

$ 1 4,7 1 1

Consideration:

Cash $ 1 4,7 1 1 

During the year ended March 31, 2000, the Company acquired 100% of two related German companies and an automation

systems division of a French company. These acquisitions are primarily engaged in designing and manufacturing automated

manufacturing systems. 

The acquisitions were accounted for using the purchase method as follows:

Assets, at assigned value $ 1 0,368

Liabilities assumed (1 0,979)

Goodwill 4,537

$ 3,926

Consideration:

Cash $ 2,42 1

Debt assumed 669

Common shares 836

$ 3,926 

The consolidated statements of earnings include the results of acquired businesses from their respective dates of acquisition.



36 A T S  2 0 0 1  A N N U A L  R E P O R T

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS  (TABULAR AMOUNTS IN THOUSANDS OF DOLLARS)

3. FINANCIAL INSTRUMENTS

The contract nature of the Company’s business may result in significant fluctuations from period to period in the relative

percentages of accounts receivable and contracts in progress concentrated with any one customer, industry or geographic

region. At March 31, 2001, one customer accounted for approximately 11% of the combined balance of accounts receivable

and contracts in progress. At March 31, 2000, no customer accounted for greater than 10% of the combined accounts

receivable and contracts in progress balances. 

The Company generates significant revenues in major foreign currencies, primarily US dollars, which exceed the natural

hedge provided by purchases of goods and services in those currencies. In order to manage a portion of this net foreign

currency exposure, the Company has entered into foreign exchange contracts. The timing and amount of foreign exchange

contracts are estimated based on existing customer contracts on hand or anticipated, current conditions in the Company’s

markets, and the Company’s past experience.

The Company has outstanding forward contracts in various major currencies, primarily US dollars. At March 31, 2001, the

US dollar forward contracts totalled US$111,700,000, maturing on or before September 2002, at rates ranging from

Cdn$1.4430 to Cdn$1.5727 to US$1.00. Based on foreign exchange rates as at March 31, 2001 for contracts with similar

remaining terms to maturity, the unrecognized net losses relating to the Company’s forward exchange contracts are

approximately Cdn$2,815,000.

The carrying amounts reported in the balance sheets for cash and short-term investments, accounts receivable, contracts in

progress and accounts payable and accrued liabilities approximate their fair values, due to the short-term nature of 

those instruments.

The carrying value of long-term debt approximates fair value since the effective interest rates reflect current market rates.

The Company has an interest rate swap agreement whereby the interest rate on US$7,000,000 of the revolving bank credit

facility has been fixed at 8.145% until October 2001. The fair value of the interest rate swap approximates an unrealized loss

of Cdn$128,000 at March 31, 2001. 
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4. CONTRACTS IN PROGRESS AND INVENTORIES

AT MARCH 31 2001 2000

Contracts in progress at the balance sheet date: 

Costs incurred on contracts in progress $ 456,795 $ 308,566

Estimated earnings 1 29,743 88, 1 8 1

586,538 396,747

Progress billings (457,1 67) (273,992)

$ 1 29,37 1 $ 1 22,755

Disclosed as:

Costs and earnings in excess of billings on contracts in progress $ 1 50,363 $ 1 38,838

Billings in excess of costs and earnings on contracts in progress (20,992) (16,083)

$ 1 29,37 1 $ 1 22,755

Inventories are summarized as follows:

Raw materials to be used in manufacturing $ 23,039 $ 20,629

Work in process 24, 109 19,532

Finished goods available for sale 5,082 5,358

$ 52,230 $ 45,519

5. FIXED ASSETS

AT MARCH 31 2001 2000

Accumulated Net book Net book
Cost depreciation value value

Land and land improvements $ 24,976 $ — $ 24,976 $ 1 1 ,849

Buildings 68,732 8,823 59,909 25,686

Leasehold improvements 9,785 2,502 7,283 8,474

Production equipment 1 56,020 55,752 100,268 8 1 ,84 1

Other equipment and furniture 24,879 1 1,582 1 3,297 1 0,595

$ 284,392 $ 78,659 $ 205,733 $ 1 38,445
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6. OTHER ASSETS

AT MARCH 31 2001 2000

Investment tax credits $ — $ 1 ,899

Deferred foreign exchange loss on long-term debt 4,7 1 1 973

Deferred pre-production costs 909 632

Deferred development costs 5,969 2,783

Notes receivable 720 9 1 6

Subordinated loan receivable — 1 ,500

Long-term investments 6,271 3,26 1

$ 1 8,580 $ 1 1 ,964

Since fiscal 1994, the Company leased, at market rates, a manufacturing facility controlled by 1032123 Ontario Limited, 

a corporation controlled by the president of the Company. In return for certain concessions under the lease, including specified

purchase and renewal options, the Company made an interest-free loan to 1032123 Ontario Limited in the amount of

$1,500,000, repayable upon termination of the lease or certain other events, and subordinated to the repayment of the first

mortgage on the property. The Company had also guaranteed $5,400,000 of the mortgage during the initial ten-year term

of the lease.

In fiscal 2001, the Company acquired the facility by purchasing all the shares of 1032123 Ontario Limited at fair market value.

1032123 Ontario Limited was amalgamated with the Company on April 1, 2001.

7. BANK INDEBTEDNESS AND LONG-TERM DEBT

AT MARCH 31 2001 2000

Unsecured revolving bank credit facility available in Cdn $, or equivalent 
in other currencies, with interest at prime, or at rates tied to LIBOR, 
or bankers’ acceptances, at the Company’s option. This credit facility revolves 
until September 18 annually at which time it is expected that the term 
will be extended for a further one-year period. In the event the revolving period 
of the credit facility is not extended, the loan is repayable over a seven-year 
period in 60 equal instalments over the last five years of the period. 
The amounts are repayable in US funds of US$33,800 (2000 – US$33,800). $ 53,279 $ 48,990

Other — 406

53,279 49,396

Current portion — 406

$ 53,279 $ 48,990

Interest paid in cash in the year totalled $3,600,000 (2000 – $3,343,000).

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS  (TABULAR AMOUNTS IN THOUSANDS OF DOLLARS)
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8. SHARE CAPITAL

AT MARCH 31 2001 2000

Common shares:

Authorized: 

Unlimited shares

Issued: 

60,023,515 shares; (2000 – 56,386,512 shares) $ 323,324 $ 200, 160

The Company’s employee stock purchase plan provides that a maximum of 1,200,000 common shares may be purchased by

employees at the market price of the shares at the date of subscription. During the year ended March 31, 2001, 22,200 shares

were fully paid and issued at a purchase price of $27.59 (2000 – 168,000 shares).

The Company uses a stock option plan to attract and retain key employees, officers and directors. The shareholders have

approved a maximum 5,550,569 common shares for issuance under the stock option plan, with the maximum reserved for

issuance to any one person at 5% of the common shares outstanding at the time of the grant. Stock options vest over four

or five-year periods. The stock option exercise price is the price of the Company’s common shares on the Toronto Stock

Exchange at closing for the day prior to the date of the grant. Options granted under the plan may be exercised during a period

not exceeding ten years from the date of grant, subject to earlier termination upon the optionee ceasing to be a director, officer

or employee of the Company. Options issued under the plan are non-transferable. Any option granted which is cancelled or

terminated for any reason prior to exercise is returned to the pool and becomes available for future stock option grants. 

As at March 31, 2001, there are 2,210,469 common shares remaining for future option grants. 

AT MARCH 31 2001 2000

Weighted Weighted
Average Average

Shares Exercise Price Shares Exercise Price

Stock options outstanding, beginning of the year 1 ,873,993 $ 1 0.52 2,486,1 90 $ 8.72

Granted 358,455 25.63 1 00,000 1 4.50

Exercised (1 65,183) 5.74 (663,022) 3.95

Forfeited (1 9,663) 20. 1 3 (49, 1 75) 1 6.22

Stock options outstanding, end of the year 2,047,602 $ 1 3.4 1 1 ,873,993 $ 1 0.52

Stock options exercisable, end of the year 1 ,248,439 $ 9.58 1 , 164,657 $ 8.06
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS  (TABULAR AMOUNTS IN THOUSANDS OF DOLLARS)

AT MARCH 31 Options Outstanding Options Exercisable

Weighted
Number Average Weighted Number Weighted

Range of Outstanding at Remaining Average Exercisable at Average 
Exercise Prices March 31, 2001 Contractual Life Exercise Price March 31, 2001 Exercise Price

$2 to 5 308,380 3.59 years $ 2.42 308,380 $ 2.42 

$6 to 10 308,380 4.94 years 6.73 308,380 6.73

$1 1 to 20 809,355 7.28 years 1 1 .56 463,462 1 1 .25

$21 to 28.75 62 1 ,487 8. 1 1 years 24.59 1 68,2 1 7 23.35

$2.00 to 28.75 2,047,602 6.62 years $ 1 3.4 1 1 ,248,439 $ 9.58

During the year ended March 31, 2001, 3,450,000 common shares were issued in a public offering.

9. CUMULATIVE TRANSLATION ADJUSTMENT

The cumulative translation adjustment represents the net unrealized foreign currency translation gain on the Company’s net

investment in self-sustaining foreign operations, principally in the United States.

AT MARCH 31 2001 2000

Cumulative unrealized gain at beginning of year $ 524 $ 8,3 1 3

Unrealized (losses) gains on translation of non-current items (1 9,128) 1 3,4 1 5

Unrealized gains (losses) on translation of current items 31 ,765 (2 1 ,204)

Cumulative unrealized gain at end of year $ 1 3,1 6 1 $ 524

The increase in the cumulative unrealized gain resulted primarily from the weakening of the Canadian dollar against the 

US dollar.

10. UNUSUAL ITEMS

In fiscal 2000 certain of the Company’s investments were written off by $1,497,000 before income taxes, $958,000 after

income taxes.
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11. INCOME TAXES

Income tax expense differs from the amounts which would be obtained by applying the combined Canadian basic federal and

provincial income tax rate to earnings before income taxes and minority interest. These differences result from the following items: 

YEARS ENDED MARCH 31 2001 2000

Earnings before income taxes and minority interest $ 7 1,069 $ 57,465

Combined Canadian basic federal and provincial income tax rate 43.97% 44.60%

Income taxes based on combined Canadian basic federal and provincial income tax rate 31,249 25,629

(Decrease) increase in income taxes resulting from:

Manufacturing and processing allowance (3,39 1) (4,230)

Earnings of foreign subsidiaries (1 ,525) (684)

Losses for which an income tax benefit has not been recognized 77 679

Adjustment to future income taxes for substantially enacted changes 
in Canadian income tax rates (808) —

Other items (1 ,128) 1 7 1

$ 24,474 $ 21,565

Income taxes: 

Current provision $ 21,704 $ 1 7,697

Future provision 2,770 3,868

$ 24,474 $ 2 1 ,565

Future income taxes are provided for temporary differences. Future income tax assets and liabilities are comprised 

of the following:

YEARS ENDED MARCH 31 2001 2000

Future income tax assets:

Share issue costs, loss carry forwards and other $ 8,0 13 $ 5,457

Future income tax liabilities:

Fixed assets 6,97 1 6,854

Accounting income not currently taxable 23,529 20,662

Other 3,362 2,378

Total future income tax liabilities 33,862 29,894

Future income tax liability, net $ 25,849 $ 24,437

Less current portion of future income tax liabilities 21 ,281 1 7,793

Long-term future income tax liabilities $ 4,568 $ 6,644

Income taxes paid in cash during the year amounted to $24,763 (2000 – $9,264).
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12.  SEGMENTED DISCLOSURE 

The Company evaluates performance based on two reportable segments: Automation Systems and Precision Components.

The Automation Systems segment produces custom-engineered turn-key automated manufacturing and test systems. The

Precision Components segment is a high volume manufacturer of photovoltaic products, plastic and metal components and

sub-assemblies.

The Company accounts for inter-segment sales at current market rates, negotiated between the segments.

YEARS ENDED MARCH 31 2001 2000

Automation Precision Automation Precision
Systems Components Consolidated Systems Components Consolidated

Total revenue for
reportable segments $ 525,745 $ 1 56,350 $ 682,095 $ 392,296 $ 1 39,076 $ 53 1 ,372

Inter-segment revenue (2,865) (258) (3,1 23) (827) (53 1) (1 ,358)

Total Company revenue $ 522,880 $ 1 56,092 $ 678,972 $ 39 1 ,469 $ 1 38,545 $ 530,0 14

Total operating income
for reportable segments $ 74,250 $ 4,346 $ 78,596 $ 60,364 $ 4,595 $ 64,959

Inter-segment operating income (209) 780

Other expenses (6,763) (5,538)

Total Company operating income $ 71 ,624 $ 60,20 1

Total assets for
reportable segments $ 456,1 42 $ 1 87,093 $ 643,235 $ 346,583 $ 1 57,7 1 4 $ 504,297

Intangibles not 
allocated to segments 3,040 3, 1 1 1

Other Corporate assets 
not allocated 66,532 44,266

Total Company assets $ 7 1 2,807 $ 55 1 ,674

Total acquisition of fixed assets
for reportable segments $ 57,290 $ 23,826 $ 81 , 1 1 6 $ 1 2,294 $ 1 4,7 1 4 $ 27,008

Inter-segment transfers 796 (1 ,665)

Corporate acquisitions and other 523 49

Total Company acquisition 
of fixed assets $ 82,435 $ 25,392

Total depreciation and 
amortization of
reportable segments $ 9,200 $ 1 4,904 $ 24,1 04 $ 7,158 $ 1 2,7 1 3 $ 1 9,87 1

Inter-segment depreciation 
and amortization (1 25) (255)

Corporate depreciation 
and amortization 1 ,299 1 ,4 19

Total Company depreciation 
and amortization $ 25,278 $ 2 1 ,035
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YEARS ENDED MARCH 31 2001 2000

Fixed assets Fixed assets
Revenue and intangibles Revenue and intangibles

Canada $ 52,669 $ 1 1 7,336 $ 49,699 $ 78,097

United States 474,459 87,554 355,70 1 70,23 1

Europe 92,441 54,218 86,804 32, 1 73

Asia-Pacific 59,403 3,9 3 1 37,8 10 3,627

Total Company revenue $ 678,972 $ 263,039 $ 530,0 14 $ 1 84,1 28

Geographic segmentation of revenue is determined based on the customer’s installation site. Geographic segmentation of

fixed assets and intangibles is determined based on the location of the respective operations.

In fiscal 2001 and fiscal 2000, no segment had revenue from one customer which amounted to 10% or more of Company revenue. 

13. COMMITMENTS

The minimum operating lease payments required in each of the next five years are as follows:

2002 $ 6,79 1

2003 5,69 1

2004 4,0 7 1

2005 3,2 14

2006 1 ,426

Thereafter 672

$ 2 1 ,865
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AUDITORS’ REPORT TO THE SHAREHOLDERSSIX-YEAR FINANCIAL SUMMARY (IN THOUSANDS OF CANADIAN DOLLARS EXCEPT PER SHARE DATA AND STATISTICS AND RATIOS)

YEARS ENDED MARCH 31 2001 2000 1999 1998 1997 1996

Operating Results
Revenue:

Automation Systems $ 525,745 $ 392,296 $ 3 19,200 $ 323,832 $ 1 9 1 ,3 1 9 $ 1 54,330 

Precision Components 1 56,350 1 35,576 1 1 8,852 93,573 59, 199 45,549 

Elimination of 
inter-group revenue (3,1 23) (1 ,358) (24,484) (1 4,485) (716) (2,952) 

Revenue from ongoing operations 678,972 526,5 1 4 4 1 3,568 402,920 249,802 196,927 

Microelectronics contract — 3,500 1 0 1,700 — — —   

Total revenue 678,972 530,0 1 4 5 1 5,268 402,920 249,802 1 96,927 

Earnings from operations 7 1 ,624 60, 20 1 66,464 45,984 32, 1 0 1 22,869 

Operating margin 1 0.5% 1 1 .4% 1 2.9% 1 1 .4% 1 2.9% 1 1 .6% 

Net earnings before unusual items 46, 1 9 1 36,703 39,636 27,362 1 9,597 1 3,62 1 

Net earnings* 46, 1 9 1 35,745 37,237 27,362 1 9,597 1 9,240 

Financial Position

Working capital $ 305,614 $ 209,780 $ 1 69,505 $ 1 47,039 $ 73,770 $ 69,693 

Fixed assets 205,733 1 38,445 1 36,1 62 1 05,352 52,45 1 36,749 

Total assets 71 2,807 55 1 ,674 499,422 436,020 24 1 ,778 190,639 

Long-term debt 53,279 49,396 5 1 ,81 4 44,009 24,420 24,349  

Shareholders’ equity 526,80 1 348,1 36 3 1 4,339 268,206 1 43,066 1 1 4,769  

Cash Flow

Cash from operations $ 74,643 $ 60,802 $ 64,6 1 8 $ 50,659 $ 35,5 1 0 $ 1 8,335  

Net share capital issued 1 1 8,086 5,005 2,740 95,330 7,975 25, 1 4 1

Fixed assets purchased 82,435 25,392 54,898 57,393 1 9,938 1 4, 1 1 1  

Acquisitions (net of cash) 1 4,7 1 1 2,42 1 — 22,02 1 1 3,658 —  

Per Share Data 

Basic earnings per share 
before unusual items $ 0.79 $ 0.66 $ 0.72 $ 0.52 $ 0.39 $ 0.30   

Basic earnings per share*  0.79 0.64 0.67 0.52 0.39 0.42   

Book value per share 8.78 6. 1 7 5.66 4.85 2.8 1 2.5 1  

Price range – common shares 40.10-19.25 33.00–1 0.50 25.95–9.50 30.1 3– 1 0.20 1 1 .75–9.25 7.00–2.50  

Basic weighted average shares 
outstanding (millions) 58.8 55.7 55.4 53.0 50.0 45.6 

Statistics and Ratios

Current ratio 3.43: 1 2.44: 1 2.33: 1 2.24: 1 2. 1 3: 1 2.48: 1   

Long-term debt to equity 0.1 0: 1 0.1 4: 1 0. 1 6: 1 0. 1 6: 1 0. 1 7: 1 0.2 1 : 1   

Return on average assets 1 1 .3% 1 1 .5% 1 4.2% 1 3.6% 1 4.9% 1 4. 1 %  

Return on average equity 10.6% 1 0.8% 1 2.8% 1 3.3% 1 5.2% 20.6%  

Number of employees, at March 31 3,302 2,932 2,4 1 6 2,524 1 ,49 1 1 , 1 74

* 2000 includes an unusual item which reduced net earnings $1.0 million or $0.02 per share, basic.

1999 includes unusual items which reduced net earnings $2.4 million or $0.04 per share, basic.

1996 includes an unusual transaction gain which increased net earnings $5.6 million or $0.12 per share, basic.
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