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Per share amounts have been adjusted retroactively to reflect a 3-for-1 stock split which occurred in April 2002.
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2002 2001 2000 1999 1998

Results of Operations:
Sales  $  559,604  $  501,679  $  531,516  $  510,759  $  414,136 
Cost of sales      426,012      385,569      449,913      404,144      325,138 
Selling, general and administrative expenses        85,459        76,052        76,016        75,725        77,721 
Interest expense          3,538          3,601          3,729          4,313          1,962 
Income taxes (benefit)        11,484        10,266            (433)          7,482             154 
Net income        29,437        20,842             674        14,008             889 

Average number of shares outstanding        26,720        26,720        26,720        26,721        26,751 

Per Share Data:
Net income  $        1.10  $        0.78  $        0.03  $        0.52  $        0.03 
Cash dividends          0.133          0.127          0.127          0.127          0.127 

Year-End Data:
Shareholders’ equity  $  213,163  $  190,895  $  176,023  $  182,965  $  173,552 
Equity per share            7.98            7.14            6.59            6.85            6.49 
Total assets      374,459      341,347      322,350      330,161      293,991 
Long-term debt        48,571        50,000        50,000        50,000          5,000 

Years Ended September 30,

This summary should be read in conjunction with the related consolidated financial statements and accompanying notes.
Per share amounts have been adjusted retroactively to reflect a 3-for-1 stock split which occurred in April 2002.

Market and Dividend Information

 Sales Price of Common Shares  Dividends per Share 
   2002   2001    2002 2001 
Quarter ended:  High  Low  High  Low    

December 31 $17.16 $11.13 $12.50 $7.96  - - 
March 31 22.78 15.48 10.08 7.67  $.063 $.063 
June 30 32.97 20.51 10.62 8.50  - - 
September 30 23.37 15.27 11.50 9.08  $.070 $.063 
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Dear Shareholders:

This year, Cubic produced record high sales and
profits. These records came during a time that has
been challenging and difficult for many American

publicly traded companies and their stockholders.  Account-
ing scandals, misdeeds by corporate executives, exorbitantly
high executive salaries and perks, earnings misstatements
and the like made front page news.  Although we were not
immune to the resulting erosion of investor confidence,
Cubic’s stock fared better than most because of our perfor-
mance.

The company performed across the board this year, for
customers, employees and shareholders.  We care deeply
about winning trust and earning credibility in the markets
we serve.   To do so, we have had to open our minds and put
our egos aside, answer
the tough questions,
ascertain challenges and
take inventory while not
resting on our laurels.
Senior managers earned
a good share of air
mileage points to meet
with current and soon-
to-be customers and
even visited some who
did not make Cubic
their choice.

Senior managers’
personal performance
objectives are aligned
with the financial
targets of the company and those of our shareholders.
Executive bonuses were good this year, and deservedly so,
with sales up 12 percent to $559.6 million from $501.7
million last year and net income up 41 percent to $29.4
million from $20.8 million.  Earnings per share grew to
$1.10 per share ($3.30 on a presplit basis) from 78 cents
($2.34 on a presplit basis), and return on average equity
increased to 14.6 percent from 11.4 percent last year.  Our
executive payouts are still reasonable, especially considering
there are no management stock options outstanding, which
could dilute shareholder equity.

We scrutinized all internal structures and systems.  One
result was a more streamlined defense segment operation.
The goal – to create profit centers that best support existing
customers, and position the group to be aware of new
opportunities, and to go after them in an efficient, strategic
manner.  It is paying off.  Customers are reacting favorably.

This realignment has created an appreciation for the total
capability of the new Cubic Defense Applications Group.
It has empowered employees to work more efficiently.   Not
surprisingly, the change also improved employee morale.

Meantime, our transportation management team
cemented the company’s leadership position in the automatic
fare collection market.  We won several strategically signifi-
cant contracts, including work in Minneapolis, Los Angeles
and San Diego, and received add-on business from existing
customers.

 Our defense segment accounted for most of the year’s
growth in profits, due in large part to increased activity on
contracts for battle command training and laser-based
MILES products.  Increased U.S. military  activity accounted

for some of the
segment’s new contracts,
specifically orders for
additional jam-resistant
data link equipment. We
will begin to book those
revenues early in 2003.
We have seen an
increasing demand for
joint and interoperable
training capabilities and
expect that to bring in
new contracts as we
move forward.  The
company this year took
part in important
international work

group sessions that resulted in recommendations for unifor-
mity in training among NATO countries. At the same time,
we introduced new  rangeless/autonomous Air Combat
Maneuvering Instrumentation (ACMI) products at the
Farnborough Air Show in England that will allow for
training interoperability or compatibility among allies.  We
also rolled out new PC-based exercise control and after-
action review systems for joint air-and-ground missions, and
Tactical Engagement Simulation systems for precision
gunnery and mobile training.  And we introduced  new
digital tactical data links for Unmanned Aerial Vehicles
(UAVs).  All of the increased marketing activity should help
boost our backlog next year.

While the sales growth in the first half of the year came
from the company’s defense business, the second half saw
increased growth from our transportation business.  That
improvement was due to higher work volume on contracts

“...Cubic’s stock fared
better than most

because of our
performance.”
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Walter J. Zable
November 22, 2002

for Bay Area Rapid Transit (BART), Vancouver’s B.C.
Rapid Transit and the extension of the Washington
Metropolitan Area Transportation Authority
(WMATA) smart card ticketing service for buses in
Maryland and Virginia.  There also was increased
activity on the 17-year Prestige contract in London.
Installation is now substantially complete.  This sum-
mer, London Transport activated the first smart cards,
some 80,000 passes for staff employees and their
families, which went into service in the fall.  Ticket
product rollouts are progressing according to schedule
and will generate additional business on the Prestige
project as well as new work with the National Railways
and other area transportation authorities.  As other
European countries begin to modernize
fare collection processes, we expect to be
positioned to expand our market share
on the continent.  We performed
on some important initial contracts
this year in Germany and the
Netherlands.

One source of pride
this year is our
contract in San
Diego, hometown
of our corporate
headquarters,
Cubic’s birthplace
51 years ago.  We
also won signifi-
cant new business
in Los Angeles,
Baltimore, New
York, Edmonton
and Minneapolis.
While we
continue to
provide add-on
products and
service to our
long-time custom-
ers, such as New

York City Transit, BART, WMATA, and the Chicago
Transit Authority, we are also reaching out to medium-
sized markets where public transit is growing, and
therefore, interest in modern fare collection is high.

Our nation’s need for new products and services to
improve our homeland defense and security has created
a demand for the kinds of capabilities that exist in each
of our key businesses. Cubic’s broad experience in both
defense and transportation has allowed the company to
position itself in this emerging and still undefined
marketplace by building on our systems integration
experience and established presence of our smart card
technologies in key metropolitan areas.  We expect to
pursue new opportunities to create high-security access
control for borders, airports and other public and private
locations.

Our objectives remain intact, to be the most
respected, highest performing provider of systems
and services in the businesses we serve.  What’s
more, we’ve made new strides this year toward
gaining a bigger share of the business opportu-

nities that exist in those marketplaces.
In the coming year, we antici-

pate healthy gains in sales and
operating profits, with even
higher gains in bookings of new
business.  I am pleased with our
performance for 2002 and look
forward to working with the
Cubic team to continue to
delight our customers and
shareholders in 2003.
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Cubic Defense Applications

DEEP CHANGE –
HIGH ACCOMPLISHMENT

Cubic’s defense segment delivers a broad spectrum of
integrated systems, electronic products and high-
caliber services to the U.S. government and allied

nations.  This year, the group grew to more than 3,100
people with operations in 19 U.S. states and 18 other
nations.  Principal markets continue to be military training
and readiness and communications, with growing involve-
ment in broader scope technical and advisory services.  This
year, the defense segment smoothly transitioned from five
independent subsidiary companies to a more integrated
multidivision organization with a new name: Cubic Defense
Applications.  The purpose was to better align company
resources to meet customers’ needs and more efficiently
pursue new opportunities across the diverse markets Cubic
serves.  The top priority for the transition process was to
have only positive impact on current business, while posi-

tioning the company for profitable growth.  This goal was
met: measured customer satisfaction is at an all-time high
and financial performance exceeded expectations.  The
group’s focus is now on sustaining improvements in operat-
ing performance.

The core of our strategy is sustained fulfillment of
customer expectations.  While the U.S. and global defense
market is far from monolithic, it is certainly interactive and
the most significant contributor to winning new business
from any customer is successful execution of current con-
tracts.  Cubic’s competitive strategy is familiar to the
company’s military customers: think and act well within the
enemy’s decision cycle.  This relationship and execution-
centric operating philosophy is the segment’s formula for
success.
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September 11th’s Impact... Immediate and Ongoing

Even prior to the terrorist attacks in 2001, the U.S.
military was undergoing significant transformation.
September 11th refocused and accelerated that

transformation to deal with a clear and present threat to the
U.S. homeland.  Now, we are in the midst of the most
fundamental changes in defense strategy, operations and
acquisition to take place since the end of World War II.
Operations in Afghanistan have reinforced the value of
precision weapons and the robust targeting and information
systems required to deliver those weapons to the right place
at the right time.  Also reinforced was the value of realistic,
high-fidelity training to prepare forces for diverse, dynamic
battlefield environments, known as asymmetrical warfare.
Cubic’s leadership position in training systems, products and
services has led to the company’s involvement across a wide
spectrum of priority activities: supplying new training
products and systems, preparing forces for combat through
training mission support and leader development, and
developing new training and doctrine foundations.

Military transformation has also led to greatly increased
emphasis on C4ISR (Command, Control, Communications
and Computers, Intelligence, Surveillance and Reconnais-
sance) - the overall process of collecting, assessing, dissemi-
nating and acting on any information concerning an adver-
sary.  This fundamental shift from platform to network-
centered warfare places increased priority on Cubic’s
communications-related lines of business.

A key element of the strategic realignment this year was
formation of the Communications Strategic Business Unit
(SBU), integrating all of Cubic’s communications-related
business into one organizational unit.  Under the new
structure, this business unit is applying its significant
technical base to system-level opportunities in the C4ISR
and communications arena with major U.S. and international
customers involved in what is expected to be the fastest
growing segment of the military market and a key element of
U.S. homeland security.

Cubic has always focused on solving U.S. defense problems and its commitment to that market remains firm, with a broad
strategic vision.   The company has the proven ability to manage a diverse array of defense-related businesses: integrated
systems, high-caliber engineering, advisory and operations management services, and electronic products and systems.

Cubic understands the dynamics and customer imperatives of the defense market and is prepared to prosper and grow on a
broad front.  The key elements of the company’s strategic vision are:

Most Respected — Stands out from its peers in discrimi-
nating capability and customer satisfaction.  Viewed as the
supplier or partner of choice.

Highest Performing — Financial and delivery perfor-
mance consistently exceeds peer companies.  Efficiency in
operations earns the company higher-than-average earnings
increases.  Maintains a healthy reinvestment in new business,
technology and human resources.  Constantly seeks to
reduce cost, improve performance and solve customer
problems.  Embraces change as an opportunity to show
innovation, resilience and superiority to our competitors.
Cubic executes.

Mid-tier — Through a balance of organic growth and
acquisitions, exceeds industry growth rate and increases scale
versus competition.

Defense Contractor — Focused primarily on U.S. defense
market with selective pursuit of closely related international
or other government business.

VISION:
To be the most respected, highest-performing mid-tier U.S. defense contractor

Cubic 2002 Annual Report ! 5
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TRAINING SYSTEMS

Area Weapons Effects Simulator (AWES)
The United Kingdom now possesses the most realistic land

combat training system ever developed.  Cubic this year
completed installation, final integration and test-
ing of the British Army’s Area Weapons Ef-
fects Simulator (AWES) at the Salisbury
Plain Training Area in the U.K.  AWES is
an advanced combat training system that
features Tactical Engagement Simulation
(TES) capabilities not achieved by any
other system.  The system simulates area
weapons effects, including artillery, mortar
fire, smoke, nuclear, biological, chemical attacks,
mines, air-delivered munitions and other obstacles
soldiers face during simulated force-on-force battles.  User
trials at Salisbury Plain began earlier this year and have been
extremely successful.  Formal handover of the U.K. range will
occur in late 2002. Final site integration, testing and user trials
at a second site in Canada will continue throughout 2003.  Long
term system support and planned upgrades offer significant
follow-on business potential.

MILES 2000
The company this year delivered significant quantities of

Multiple Integrated Laser Engagement System (MILES)
Tactical Engagement Simulator products to the U.S. Army
ahead of schedule. The deliveries were part of a nearly $19
million contract to provide MILES 2000 equipment to the
U.S. Army installation at Fort Lewis, Washington.  Cubic’s
MILES 2000 is a laser-based ground combat training system
that offers the most realistic force-on-force training available
today.  MILES 2000 is currently used by the U.S. Army, Air
Force, Marines and allied nations.

Cubic this year received two new
contracts totaling $18.1 million to
provide additional MILES 2000
training systems to Fort Lewis and
Camp Doha, Kuwait.  The company
will deliver the new equipment in
2003.  The U.S. Army Simulation,
Training and Instrumentation
Command (STRICOM) also
selected Cubic’s MILES 2000 for
purchase by Croatia.  In addition,
Brazilian Army troops will soon be
able to train with MILES 2000
under a contract the company
received this year.  It is the first sale of
MILES 2000 to a South American
country and is another endorsement
of the worldwide appeal of the
MILES 2000 system. The company
will deliver the equipment in 2003.

Air Combat Training Instrumentation Upgrades
The company completed half of the work on a U.S. Air

Force contract awarded last year to provide
U.S. Air Force and Air National Guard

facilities with an autonomous,
rangeless Air Combat Training
capability.  Under the contract, the
USAF is receiving Deployable
Ground Stations for a PC-based

debriefing capability and airborne
instrumentation pods that

incorporate Global Positioning
System (GPS) technology.  The

Deployable Ground Stations include
Cubic’s Individual Combat Aircrew Display

System (ICADS™), which allows pilots to debrief training
missions on commercially available PCs or laptop computers.
The rangeless air combat training system will allow the rapid
deployment of air combat training missions, in any available
airspace, without reliance on fixed ground infrastructure.
The new pods will support training for F-15 and F-16
aircraft based at nine locations throughout the U.S.

Cold Lake Air Combat Maneuvering
Instrumentation

This year, a newly developed Air Combat Maneuvering
Instrumentation system began sharpening the collective
skills of hundreds of fighter pilots training at Maple Flag
2002 - one of the world’s largest multinational air combat
exercises held annually at Cold Lake, Canada.  Combat
pilots from 11 countries learned to fight in a NATO team

environment at Maple Flag 2002 at the Cold
Lake Air Weapons Range.  For the first time,
these exercises incorporated Cubic’s rangeless
air combat training technology, an integral
feature of the Canadian Forces’ new CF-18 Air
Combat Maneuvering Instrumentation
(ACMI) system.

Taiwan Air Combat Training System
The company began work this year on a $6

million contract from the U.S. Air Force to
provide significant upgrades to the Republic of
China Air Force (ROCAF) Air Combat
Maneuvering Instrumentation (ACMI) system.
The enhancements include addition of two
remote communication sites, new weapon
simulations, and other hardware and software
upgrades.  The contract is a follow-on to a $28
million contract for the Taiwan Global Posi-
tioning Satellite (GPS) ACMI Program that
Cubic delivered in 2000.

(Cubic Defense Applications, Inc.)
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Deployable System for Training and Readiness
(DSTAR)

The U.S. Army adopted Cubic’s Deployable System for
Training and Readiness (DSTAR) as the baseline ground
combat training instrumentation system for the Alaska
Training Range.  Cubic developed DSTAR in response to the
need for mobile, deployable training instrumentation capability
prompted by the Army’s transition to a lighter, more mobile
force and the increased operational tempo caused by
the war on terrorism.  The heart of DSTAR is
the PC Range Instrumentation System
(PC-RIS), a personal computer-based
exercise control and debriefing system,
that combined with Cubic’s ground
and airborne engagement simula-
tors, provides a comprehensive,
highly mobile training capability
with performance equivalent to
a large, fixed site Combat
Training Center.  PC-RIS is
also being delivered to the
Republic of Korea as part of the
Korean Combat Training
Center (KCTC) program and is
the basis for multiple competitive
proposals expected to be awarded
in 2003.

Millennium Challenge
Cubic showcased its new mobile

training and Command-and-Control (C2)
technologies during Millennium Challenge 2002 -
the U.S. military’s largest and most ambitious joint
experiment to date.  The experiment brought together both live
field forces and computer simulations at several locations
around the U.S. this summer. The experiments were designed
to test new technologies and techniques to increase combat
readiness. More than 13,500 troops from all services partici-
pated in the event, which included scenarios in which troops on
land and sea faced enemies armed with chemical and biological
weapons.  Millennium Challenge represented Cubic’s U.S.
debut of its DSTAR unit, which provides mobile exercise
control and analysis/C2 capability, the first operational use of
Cubic’s PC - Range Instrumentation System (PC-RIS) for live
tracking and control, and introduction of new GPS-based radio
communications player units incorporated in Cubic’s MILES
2000 laser detector vests.  These technologies allow forces to be
tracked in real time using global positioning satellites and
mobile communications relays - all packaged in a transportable,
mobile configuration.  This technology gives commanders the
ability to quickly track the location of participants - in both
training and actual combat settings - at any given time, and
simultaneously relay information to command posts around the
world.

Tri-Service Test & Evaluation Range Data Link
The U.S. Air Force Air Armament Center awarded

Cubic a contract to develop a new Test and Evaluation
(T&E) range data link.  The advanced, two-way data link
will dramatically improve data communications and
interoperability among the military’s weapon system testing
and training products.  The data link is based on Cubic’s
Common Data Link (CDL) technology and will be at the

heart of the Multiservice Target Control
System (MSTCS).  The tri-service

MSTCS program will improve the
interoperability of target control

systems at various Depart-
ment of Defense test and

evaluation ranges.  The
contract is the company’s
first entry into the
T&E range instru-
mentation market.  If
all options are
exercised, the total

value will exceed $8
million and
include more
than 100 data
link transceivers.

Precision
Combat

Training System
The Spanish Army will be the first

military to use an advanced precision gunnery
training system developed by Cubic that allows combat
vehicle crews to more realistically train as they would fight.
Cubic is supplying the new Precision Combat Training
System (PCTS) for the Spanish Army’s new fleet of
Leopard 2E Main Battle Tanks under a contract awarded to
ELCO Sistemas S.A., a company of Grupo Tecnobit.  The
total value of Cubic’s and ELCO Sistemas’ PCTS efforts for
the Spanish Ministry of Defense exceeds $6 million.

TRAINING SYSTEMS Capabilities:
• Fixed and Mobile Instrumented Combat Training Systems
• After-Action Review and Debriefing Systems
• Weapons Effects Simulations
• Electronic Warfare Simulation
• Indirect Fire Mission Simulation
• Threat Analysis
• Laser Engagement Simulation Systems
• Precision Gunnery Training Systems
• Air Combat Simulation Systems
• Military Operations in Urban Terrain (MOUT) Training Systems
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GOVERNMENT SERVICES

Marine Air Ground Task Force (MAGTF) Staff
Training Program (MSTP)

Cubic provides “cradle-to-grave” training and simula-
tion-based exercise support to U.S. Marine Corps forces
worldwide.  At approximately $40 million, MSTP is one of
the Marine Corps’ largest programs. Cubic supports more
than 50 Marine Corps exercises each year under this
contract.  Additionally, 2002 included extensive Cubic
support to the Marine Corps for its participation in the
JFCOM Joint Experiment, Millennium Challenge ‘02.
Cubic also began supporting the Marine Corps’ participation
in Joint National Training Center ( JNTC) events, which are
mandated by the Secretary of Defense.  Additionally, as part
of the MSTP contract, Cubic is responsible for maintaining,

developing, and publishing
Marine Corps war fighting
doctrine.  Cubic’s final
option year on the current
five-year contract ends in
2003 and the new (follow-on
competitive) contract is
expected to expand to
support additional Marine
Corps exercises and training
events, as well as new
technical activities related to
modeling and simulation.

Korean Battle
Simulation Center

(KBSC)
Cubic has provided

training and simulation-
based exercise support to

U.S. and allied forces at four Republic of Korea (ROK) sites
and one in Japan since 1991. Cubic personnel planned and
successfully executed more than 50 simulation-based
exercises for U.S., ROK, and Japanese forces during 2002,
including the annual Ulchi-Focus Lens (UFL) exercise in
Korea, which is U.S. Department of Defense’s largest
recurring exercise. With more than 40 models, simulations,
and real-world C4I systems operating at 12 geographically
dispersed sites in Korea and the U.S., 2002’s UFL was the
largest, most complex, and most successful such exercise
todate.  Cubic’s support team achieved virtually 100 percent
availability of simulation systems and networks during the
two weeks of this extremely demanding event.  This is the
final option year on Cubic’s current five-year $65 million
contract and a competitive proposal for the follow-on
contract, which could expand to include operation and
maintenance of a live training facility for U.S. Army units
located in Korea, is currently under evaluation.

Joint Readiness Training Center (JRTC)
Cubic successfully completed its first full year as the

Mission Support Contractor for the U.S. Army’s Joint
Readiness Training Center ( JRTC) at Fort Polk, Louisiana.
Cubic’s more than 600 full-time and part-time JRTC
employees successfully completed ten force-on-force training
rotations (two-week live training exercises), receiving only
laudatory comments from the JRTC military staff and from
the U.S. Army units undergoing this rigorous training.
Cubic, which assumed responsibility for the JRTC support
mission less than three weeks after the tragic events of
September 11, 2001, provided mission-focused training to
most of the U.S. Army units deployed to Afghanistan,
including the 101st Airborne Division, the 10th Mountain
Division, 82nd
Airborne Division,
and selected
Special Operations
Force units.
Cubic’s JRTC staff
also prepared and
conducted Mission
Rehearsal Exercises
for U.S. Army
units before their
six-month rota-
tions to the
Balkans for
ongoing Peace-
keeping Opera-
tions.  Cubic’s
JRTC contract is
valued at more
than $80 million
over five years.

U.S. Joint Forces Command Joint War Fighting
Center (JFCOM JWFC)

Cubic began work as a major subcontractor on a follow-
on contract awarded last year to provide technical and
general services for the United States Joint Forces Command
( JFCOM) Joint Warfighting Center ( JWFC) in Suffolk and
at Fort Monroe in Virginia.  Cubic helped establish the
JWFC and has supported it continuously since 1994.  The
JFCOM JWFC provides worldwide training, exercise,
doctrine, and operational support to the Joint Staff, U.S.
Combatant Commanders, the Services, and U.S. allies.
Cubic this year began participating in the stand-up and
operation of the Joint National Training Center Joint
Management Office, and was instrumental in standing up
and validating the new U.S. Northern Command. The new
contract has a base value of $63 million.

(Cubic Applications, Inc. & Cubic Worldwide Technical Services, Inc.)
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Military Force Modernization
Cubic is the leading U.S. defense contractor doing

important and historic military force modernization work in
several former communist states of Eastern and Central
Europe.  In partnership with the U.S. and host governments,

and in close cooperation with the North Atlantic
Treaty Organization (NATO), Cubic teams of

superbly qualified professionals are assisting
and advising these U.S. Allies as new

or aspiring members of NATO to
adapt their military organiza-

tions and operations to
western principles.  Cur-

rently, Cubic has multi-
year contracts supporting
major restructuring
efforts in Hungary,
Slovakia, Romania,
Czech Republic,
Albania (as a major
subcontractor) and,
most recently,
Lithuania.

Intermediate Level
Education (ILE)

The Cubic
Intermediate Level
Education Team at
Fort Leavenworth,
Kansas has
developed
recommendations
to change the

existing educa-
tional and leader-

ship curriculum
within the U.S.

Army’s prestigious
Command and General

Staff College.  This project has
evolved to full implementation of the

design, development, production, testing and implementa-
tion of a graduate-level leadership curriculum consisting of
more than 1,200 hours of adult education content.  The
effort has grown to 52 people from the initial project team of
six.  Continued growth is planned for implementation
through 2004.

Live Training (LT) Support
As a subcontractor, Cubic has provided mission training

support to the U.S. Army’s National Training Center (NTC)
since 1994.  2002 was Cubic’s second full year of operations
under the current 7 ½ year LT contract, which has a value to
the company of approximately $42 million. During 2002,
Cubic personnel successfully supported
NTC’s participation in the U.S. Joint
Forces Command ( JFCOM) Joint
Experiment, Millennium
Challenge ‘02.  Additionally,
Cubic’s NTC staff
planned, controlled and
supported the first
NTC extended battle
space (Air) Deep
Battle and success-
fully supported ten
NTC training
rotations, three of
which involved
expanded scope
leading to real
world deployments
in support of U.S.
operations in
Afghanistan.

Expanded Simulation
Systems Programs
In addition to results achieved

on major Simulation Systems programs
( JRTC, Live Training, KBSC, JWFC, and MSTP),
Cubic expanded business operations managed out of
its offices in Hampton, Virginia and San Diego,
California.  New programs achieved during the year
include war gaming, simulation, and training support to
the U.S. Navy War College in Rhode Island and the Naval
Postgraduate School in Monterey, California.  Additionally,
support to the U.S. Pacific Command (PACOM) expanded
by more than 25 percent, and the company established new
customers at the Naval Surface Warfare Center; the Joint
Staff J-7; the Navy’s Pacific Fleet; the U.S. Army Security
Assistance and Training Management Organization; the U.S.
Department of Justice; and the U.S. Department of State.
To meet expanding requirements in Hawaii and throughout
the Pacific Region, Cubic also opened a new support office
in Honolulu and established the Cubic Analysis Center to
provide information products to selected government and
commercial customers.
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GOVERNMENT SERVICES CONTINUED

Battle Command Training and Education
Under a National Simulation Center (NSC)

contract, the company’s Training Develop-
ment Team developed a series of
company-through-brigade level
Support Packages for the U.S.
Army’s Stryker Brigade
Combat Team.   In addition,
the General Support Team
this year expanded its
developmental, testing,
and fielding support for
the Army’s interim
digital training
measures. The Digital
Battle Staff Sustain-
ment Trainer is a
confederation of legacy
simulations, After
Action Review tools, and
interface devices designed
to provide a technical
solution to evolving digital
training requirements. It
enables tactical units to develop
proficiency in digital staff tactics,
techniques and procedures on state-of-the-
art digital hardware and software.  The team is also
providing Systems Analyst support and verification testing
to the NSC’s Combat Development requirements for the
Army’s next generation of models. Cubic subject matter
experts are collecting model requirements from Army and
Joint users, and are articulating those requirements to the
hardware and software developers at the U.S. Army Simula-
tion, Training and Instrumentation Command.

Flight Training Simulator In-Service Support
Under the U.S. Navy’s Fielded Training System Support

(FTSS) program, Cubic began work on a $9.4 million five-
year contract to provide in-service engineering support for
the AV-8B flight and maintenance training systems and KC-
130 operational and instrument flight trainers at Marine
Corps Air Station in Cherry Point, North Carolina. The
contract represents the first win for the company in the on-
site software and hardware engineering business area within
Navy Simulator Support, with additional competitive
opportunities expected over the next several years.  Cubic
installs, operates and maintains military aviation, surface and
subsurface training systems, ground and air combat ranges at
26 U.S. sites and in seven international locations.

GOVERNMENT SERVICES Capabilities:
• Mission Support
• Exercise Development
• Leader Development
• Simulation Software Development and Validation
• Distributed Simulations-Based Training
• Application of Technologies to Information Operations & Information Warfare
• Joint and Service Component Doctrine Development & Refinement
• Joint Experimentation
• Force Modernization Strategies
• Program Evaluation and Strategic Planning
• Systems Engineering and Analysis
• Master Training Guides and Joint Programs of Instruction
• Training Courseware, including Distance Learning and Web-based Instruction
• Database Management and Data Mining
• Operations and Maintenance Support
• Range Installation, Integration and Operation
• Logistics Support and Analysis
• Simulator Instruction
• Equipment, System and Device Installation, Setup & Troubleshooting
• On-site Software and Hardware Engineering Support
• Environmental and Facilities Maintenance

Simulator Operation and Maintenance
Cubic began performing on a five-year, $8.6 million

contract awarded this year for operation and
maintenance services for the U.S. Navy’s

S-3 Aviation Simulators at San
Diego’s North Island Naval

Station and the Jacksonville
Naval Air Station in Florida.

The new contract was the
sixth win for Cubic under
the FTSS Indefinite
Delivery/Indefinite
Quantity (ID-IQ)
program, for which a
select group of seven
contractors prequalified
two years ago to
compete over a five-year
period for contracts

potentially valued at $300
million. Cubic has won

contracts worth more than
$45 million out of the $147

million awarded thus far
under this program.
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COMMUNICATIONS & ELECTRONICS

C4ISR and Communications
Cubic achieved certification of its Common Data Link

System (CDL), which met stringent U.S. Department of
Defense Joint Tactical Interoperability Center testing
requirements for the U.S. CDL specification.  This certifica-
tion will allow Cubic to bid on multiple data link system
requirements over the next five years for domestic and
international C4ISR applications for UAVs and other
airborne platforms.

Intelligence and Communications Products
Cubic received a contract with significant follow-on

potential from an international customer for the company’s
new Cubic Digital Receiver (CDR)-
4000, employing a software defin-
able design to achieve its small size
in airborne intelligence collection
applications.  In addition, Cubic saw
increased demand directly attribut-
able to Homeland Security needs for
its High Frequency power amplifier
and direction-finding products in
civil, military and international
markets. In a unique application,
Cubic is providing the Federal
Aviation Administration (FAA)
equipment that locates the sources of interference to air
traffic and global positioning system (GPS) frequencies.
Interference in these bands can result in flight delays, and
interest in this system has increased as a result of homeland
security initiatives.

Search and Rescue Systems
The Spanish Navy this year

took delivery of Cubic’s new URX-
3000 Search-and-Rescue (SAR)
transceiver.  The advanced equip-
ment is used to recover survivors
during combat operations.  The
contract, worth approximately $1
million, marked the first sale of the
URX-3000. This new hand-held
survival radio has a lighter weight,
lower price and better performance
than any other on the international
market, enabling Cubic to quickly
become a strong force in the
survival radio business. The new radio works in conjunction
with Cubic’s Personnel Locator System (PLS) - the standard
search-and-rescue avionics system used by military pilots
around the world.

COMMUNICATIONS &
ELECTRONICS Capabilities:

• Signal Detection and Collection Systems
• Software Definable Radio Technology
• Direction-Finding Systems
• Search and Rescue/Personnel Location Systems
• Embedded Real-Time Software
• RF Tuners, Synthesizers and Integration
• Adaptive Array Algorithms
• Phase Coherent Systems
• Antijam Broadcast Data Networks
• DSP-based modems and Data Links
• General Purpose and SIGINT Receivers
• HF Power Amplifiers
• Maritime and Air Traffic Transceivers
• RF Distribution Systems
• Wireless networking
• GPS Handheld Radios
• Ground Collision Avoidance Systems

JSTARS Ground Data Terminals
The U.S. Army’s Communications-Electronics Com-

mand (CECOM) awarded Cubic contracts totaling $13.4
million for 10 additional Ground Data Terminals and spare
parts as part of the Army’s Joint Surveillance Target Attack
Radar System ( Joint STARS) program.  The Cubic-built
data link, one of the key elements of Joint STARS, is a jam-
resistant radio communications system that allows radar
images and moving target indications to be broadcast from
aircraft to multiple ground stations, allowing simultaneous
communication with multiple ground support units.  Deliv-
eries of this equipment will occur in 2003.  Joint STARS is a
joint Army and Air Force program that transmits command

and control data from Air Force
surveillance aircraft to United States
and Allied commanders on the
ground.

ASTOR C4ISR
Data Link

Cubic and its partner Ultra
Systems Ltd. achieved early delivery
to Raytheon Systems Company,
Ltd. of the first data link for the
United Kingdom’s Airborne

Standoff-Radar System (ASTOR).  This contract, which
extends and expands on Cubic’s 15 years of successful supply
of data links for the U.S. Joint Stars program, will continue
into 2004 with support for another 10 years.

(Cubic Communications, Inc.)
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Washington D.C. Region
WMATA began working with Cubic nearly three

decades ago and was the first public transit agency in the
U.S. to introduce multi-modal smart card-based ticketing,
which allows commuters to use one method of fare collec-
tion for the Metro, parking facilities and to have employer-
paid transit benefits applied to their cards.  The concept
generated interest for a super region fare card to be honored

throughout the District of Columbia,
Maryland and Northern Virginia.

In 2002, Cubic made significant
progress on contracts with 16 agencies
that will employ common fare collec-
tion processing hardware and software
that will link the majority of subway,
commuter rail, light rail and bus
operations from Northern Maryland to
Fredericksburg, Virginia.  In the “One
Card Go Anywhere” environment,
more than 10,000 smart card-enabled
fare devices are being deployed and
estimates are that more than one
million transit holders will join the
existing 275,000 commuters who
already use the WMATA SmarTrip®
card daily.

The contracts total nearly $100
million in value, and Cubic anticipates
future growth as the success of the
program draws in additional users, new
programs and innovative applications.

Cubic Transportation Systems (CTS), headquartered in
San Diego, with manufacturing facilities in Tulluhoma,
Tennessee, is a full-service fare collection provider.

CTS designs, manufactures, installs, integrates and main-
tains systems in cities around the world. These sophisticated
systems simplify fare payment, manage revenue collection,
and make using public transit easier for everyday commuters.
The benefits include fewer cars on the road and a reduction
in air pollution.  Automatic fare collection gets people on
buses, light rail cars and subways quickly and safely, while
allowing service providers to offer ridership incentives.

CTS  targets transit authorities around the world with
large populations that rely heavily on public transportation.
Its biggest customers are those that either have or plan to
have large fare collection systems. CTS pursues business in
countries where public transport is a priority, budgets can
accommodate the investment, and procurement practices are
free of corruption.  The company recently expanded its
customer base to include medium-sized markets.

CTS’ business objec-
tives are based on a formula
that represents a proper mix
of repeat and new business,
along with the right balance
of engineering, manufactur-
ing and service content.
The mission is to grow in a
balanced fashion that will
increase both sales and
profitability.

CTS does its home-
work.  Its marketing teams
and program managers talk
to current and prospective
customers and research
their needs, both near- and
long-term. More than 30
years in the business has
taught the group the value
of honesty and integrity in
the bidding process.  The
initial trust is what gets

CTS on the road to building the kind of long-term relation-
ships that have allowed the segment to thrive and emerge as
the world’s number one provider (based on installed base,
sales, backlog and profit) of end-to-end fare collection
systems.

Cubic is the world’s leading system integrator for
regional multi-operator intermodal ticketing systems.  The
company’s systems employ all forms of ticket media, smart
cards and magnetic, both of which Cubic pioneered.
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Southern California
As is the case with the transit industry around the

world, Southern California operators are adopting modern
electronic ticketing technologies that employ smart cards as
the common ticket.  This year, Cubic won two large multi-
operator contracts in Southern California, a market the San
Diego-based company is well positioned to serve.  Under an
$84 million contract from the Los Angeles County Metro-
politan Transit Authority (LACMTA), Cubic is providing
its complete Nextfare Solution Suite, which includes field
devices and back end systems designed to run an end-to-end
software and hardware environment to fulfill revenue
management, fare policy and logistics.  This complete system
will allow LACMTA to build toward establishing a linked
network with more than 15 independent agencies through-
out the Los Angeles basin.  Under its contract with Cubic,
LACMTA established seed funding and purchasing provi-
sions to allow each of these agencies to procure additional

Cubic technology in order to accom-
plish this integrated regional vision.   In
addition to the Los Angeles contract,
Cubic received a $26 million contract
from the San Diego Metropolitan
Transit Development Board (MTDB)
and the North County Transit District
(NCTD).  The agencies will provide
regional electronic ticketing for all of
the area’s trains and buses.   Common
systems in the two cities create a long-
term potential for a super regional
Southern California transport card.
The San Diego contract includes two
recent Cubic innovations – the Cubic
Bus Controller and Nextfare Web
Services Application.   The bus
controller will allow bus operators to tie
into “online” wireless communications
services, allowing them to collect “real-
time” boarding status and other
important operational information to
improve overall service and manage-
ment.  The Web Services application
will allow San Diego commuters to
purchase tickets online and collect
them electronically at the point of use
while boarding the bus or train.

San Francisco Bay Area
Cubic has been servicing Bay Area transit agencies since

1974.  The company completed the fare collection system for
the original Bay Area Rapid Transit (BART) stations and
later equipped all San Francisco Municipal buses with
Electronic Registering Fareboxes. In recent years, BART has
awarded Cubic $50 million in contracts for new faregate and
ticket vending technology.

The company this year delivered and installed new
equipment to three of the 43 BART stations. Cubic’s
vending machines provide an array of customer enhance-
ments, including “ATM-style” interactive user controls and
all of the Cubic equipment, which includes the company’s
Nextfare™ software architecture, supports magnetic and
contactless smart card ticketing technology.  This creates an
open processing environment and supports a variety of
contactless smart card platforms, technologies and potential
applications.  A key component of this architecture is Cubic’s
Tri-Reader®, a revolu-
tionary device that
supports multiple smart
card technologies with
unparalleled performance
and security.  Cubic looks
forward to continued
business in the Bay Area
as regional operators
reach to integrate fare
systems across the region
via smart card technology.

New York
In 2002, Cubic substantially

completed its work in delivering
updated MetroCardSM -compat-
ible equipment to the
privatization contractor building
the extension line to New York’s
JFK Airport.  The new equip-
ment enables MetroCard
payment for trips to the airport
while introducing NextfareTM

architecture, with contactless
smart card acceptance — to the
New York region.  At the same
time, Cubic continues its routine
support of New York City
Transit.
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Vancouver
Cubic this year completed installation of a new

intermodal fare payment system to Translink of Vancouver,
B.C., for the agency’s new SkyTrain “Millennium Line,”
which opened in August. Cubic delivered new touch screen-
enabled ticket vending machines, good across the region’s
rail, bus and ferry public transit systems.  The high-tech
magnetic ticketing machines are equipped with smart card
readers, making them “smart card-ready” for future upgrades
to the fare collection system.  Initially, TransLink is using the
smart card readers for employee access to the ticket vending
machines for maintenance and revenue collection.

The payment options
available with the new
vending machines for
farecard sales include
Canadian bank notes,
Canadian and U.S. coins, and
credit or debit cards, and the
machines issue a printed
receipt for all passenger
transactions. Up to eight
languages can be pro-
grammed into the machine.
Braille instructions and audio
assistance also are included
for passenger interaction.

Cubic’s touch screen
model vending machines are a proven system in New
York, where more than 1,500 machines are in operation.
The next step is installation of the machines on the Expo
Line, operated by B.C. Rapid Transit Co., a division of
TransLink. The new rapid rail line has 13 stations, and
the Expo Line has 20 stations.  The two lines also share
intermodal compatibility with the bus and ferry systems
operated by TransLink’s subsidiaries.
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Chicago
The company this year provided smart card-ready fare

collection equipment for the Chicago Transit Authority
(CTA)’s Blue Line rehabilitation project.  Cubic is the
provider of the CTA’s existing high-tech electronic fare
collection system that operates on all CTA rail lines,
including the Blue Line. Built between 1895 and 1912, the
Blue Line serves about 10,000 passengers a day at its 11
stations.   The renovation is the largest capital improvement
project in the CTA’s history.

The CTA introduced Cubic’s GO CARD® to its riders
in August 2000 under a pilot program. Cubic’s fare collec-
tion system is interoperable across the CTA’s rail and bus
system and the Chicago area’s Pace suburban bus system,
making it the nation’s first system-wide multiagency, multi-
modal contactless smart card system for public transit.

The CTA’s new Cubic equipment includes federally
compliant wheelchair-accessible gates, high-volume
faregates, high barrier gates, and ticket vending machines, all
of which are designed to accept both the contactless smart
card, which CTA calls Chicago Card, and magnetic-stripe
farecards. Also
included are station
information control-
lers, which have
information center/
passenger units that
allow passengers to
check the value and
expiration date of
smart cards and
magnetic stripe cards
throughout the rest of
the CTA system.

The company
also completed
upgrades for the
CTA’s central
computing system
and infrastructure.
The enhancements
will ensure that the
CTA’s fare collection system continues to be powered by a
high-performance, high-reliability central system.  Cubic’s
system has the processing power and storage to easily handle
the CTA’s transaction volume today as well as reserved
capability to support several years of the authority’s projected
sustained annual ridership growth.  The central system’s
expansion  includes reporting and distribution tools that will
position the agency to take advantage of more advanced fare
collection technologies that the CTA may add in the future.

Other Mid-market Successes

Minneapolis/St. Paul
In January, Cubic won a contract from the Metro

Council of Minneapolis/St. Paul which, when
completed in two years, will represent the nation’s first
“smart” regional ticketing system for the midsize
market.

Edmonton
The company this year received a contract from

Edmonton Transit System, in Edmonton, Alberta,
Canada, to deliver a proof-of-payment fare collection
system that will be smart card-ready for light rail
services. Cubic will deliver light rail ticket vending
machines and a data acquisition system to Edmonton
Transit’s ten light rail stations in the third quarter of
2003.

Edmonton Transit will become a standard setter
for the small to midsize systems wanting to capitalize
on the next-generation fare collection technology.
The Cubic equipment is a low-risk, turnkey solution
for the transit authority.  It will meet existing man-
agement needs for a light rail fare payment system
and position Edmonton Transit for the possibility to
expand to a contactless smart card for bus riders.
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Ken Livingstone, Mayor of London, uses Cubic’s new smart card-enabled gates.

Update — The Netherlands
This year, passengers of Rotterdam’s Electrische Tram

(RET) began using the new-generation Cubic E2 gate. The
company delivered the first units of the E2 gate in early July
under an extremely tight nine-month schedule for develop-
ment, production and implementation.

CTSL teamed on this project with EDS Netherlands, a
leading global IT service provider to Dutch public transport
authorities. Cubic is hopeful that this project will be the start of
many Cubic installations in the Netherlands, which is in the
process of developing a national electronic ticketing system.

In addition to magnetic tickets, the E2 gate accepts all
ISO standard contactless smart cards and the Cubic GO
CARD, giving complete flexibility to the operator on card
choice.  The E2 gates are part of an integrated security system
that includes closed-circuit television and guards. RET expects
the gates to curb aggression and assist the agency in accurately
collecting information on public transportation usage in order
to better serve customers in the future.

The open architecture flexibility in smart card choice is
significant in light of a worldwide trend toward regional
transportation solutions that bring together multiple transport
agencies with different ticketing systems.

United Kingdom
Cubic Transportation Systems, Ltd. (CTSL), the

United Kingdom arm of CTS, met an important milestone
on its Prestige contract,
enabling 80,000 passes to
London Transport employ-
ees.  Installation of the
system is nearly complete,
as smart cards are being
phased into operation.

Cubic entered the
U.K. market in 1977 and
received an automatic fare
collection pilot contract in
1979. Its success led to the
award of a system-wide
contract in 1985 with
completion of the work
three years later. From
1988-1998, Cubic had
continuous contracts with



Cubic 2002 Annual Report ! 17

Update — Germany
The Rhein Main Verkehrsverbund (RMV) and

Hanau Strassenbahn (HSB) this year launched a pilot for
an advanced electronic ticketing system. This pilot is the
prototype for a comprehensive electronic ticketing system
for the entire RMV region; one of the largest Public
Transport regions in Europe. The system is being provided
by a team of T-Systems, a subsidiary of Deutsche Telecom,
and CTSL.

The new system employs advanced technology
including a microprocessor, dual interface (contact-
contactless) smart card and check-in/check-out bus
Validators. The check-in/check-out validator processes
tickets on both entry and exit, and allows the application
of distance-based fares (such as zones) without driver
intervention. This is a major breakthrough in providing
transit operators increased flexibility and revenue.

London Transport to enhance, expand
and maintain the system.

In 1998, London Transport
awarded the TranSys consortium the
“PRESTIGE” Private Finance
Initiative (PFI) contract to provide a
new smart card-based ticketing and
fare collection system for the London
Underground and city buses.  As part
of the consortium, Cubic is providing
the system infrastructure and mainte-
nance. Cubic also has contracts with
many of the train operating companies
in the U.K. for gates and ticket office
machines. Additional train operating
company business is expectd in the
nearfuture.

To better serve its U.K. and other
European customers, Cubic will next
year relocate its CTSL headquarters

from Merstham, Surrey, England, to
Salfords, Surrey.  The relocation
represents Cubic’s commitment to
efficiency and demonstrates the
company’s commitment to growing
its business in Europe.  More than
700 employees currently work in the
U.K.

GO CARD® and Tri-Reader® are registered trademarks of
Cubic Transportation Systems, Inc.

NextfareTM is a trademark of Cubic Transportation Systems, Inc.

SmarTrip® is a registered trademark of Washington Metropolitan
Area Transit Authority.

MetroCardSM is a service mark of MTA New York City Transit.
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Cubic employees form a human flag and reflect during a moment of silence in
observance of 9/11.

Cubic’s experience in two critical homeland security
markets positions the company to answer the United
States’ need to secure the nation’s borders and make

public transportation and facilities safer. The company’s two
major segments already produce many of the fundamental
technologies that will be employed as this emerging market
matures.

The company last
year became actively
involved in building on its
systems integration
experience, technologies
and the established
presence of its smart card
technology in key
metropolitan areas to
develop new products,
services and applications.

In 2002, Cubic created a Homeland Security Task Force.
The team comprises professionals from both sides of the
business with the objective of aggressively and strategically
pursuing homeland security business opportunities. The
group includes leaders from the company’s defense unit with
extensive experience in training, readiness, communications,

security, federal market-
ing and technology
applications.  The team’s
transportation experts
include scientists,
engineers and marketing
executives who bring a
deep knowledge of access
control and smart card
technology applications
for public transportation.

The company

! Cubic’s information protection and physical
security systems technologies offer trusted identification for
access to facilities, networks or workstations by using
biometrics feature identification and Public Key Infrastruc-
ture (PKI) digital certificates stored on contactless smart
cards or badges. Authorization can be granted and denied by
security personnel located locally or at remote locations.

! With Cubic’s High-Speed Mobile Radio Data
Link, public safety personnel can obtain mission-critical
information in real time, improving emergency response
times and enhancing officer safety. The new technology
allows the construction of one common radio infrastructure
that will support data rates three-to-five times the current
industry standard to support voice, data and video.

! Cubic has incorporated biometric technology with
its systems integration and established contactless smart card
capabilities to offer a new open systems approach to provid-
ing a highly secure method for monitoring and controlling
border and transportation access.  The company’s new 32K
contactless smart card can be used for various security
applications. Facial verification and other security data stored
on the smart card can be used by security agents for security
spot checks at remote locations at airports, seaports, borders
and transportation facilities.  Cubic sees potential smart card
security applications opportunities in both military and
civilian markets at the federal, state and local levels.

Homeland Security Technologies
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increased its visibility by demonstrating to prospective
customers the company’s solutions for border control, airport
and public and private space security and access control,
communications and training.  At
the National Security and Home-
land Defense Symposium — the
company demonstrated new
security access control products
featuring Cubic-developed access
gates and smart card technology
incorporating multiple biometric
applications. In addition, the
company designed and conducted
four “Preparing for and Managing
the Consequences of Terrorism”
exercises for the National Inter-
agency Civil-Military Institute.
The exercises included representa-

tives from 21 states as well as players from the Department
of Justice and the Federal Emergency Management Agency.

A Cubic team led by the company’s Battle Command
Training and Education Division
conducted a Weapons of Mass
Destruction and Terrorism exercise
for the state of Iowa.

One of the company’s objec-
tives is to expand its presence in
the civilian emergency training
market, including training first
responders such as police, fire and
medical teams.

! Cubic’s Deployable System for Training and
Readiness (DSTAR) and PC-based Range Instrumentation
System (PC-RIS) tracking software creates a unique

command and control center
mobile package that provides
“situational awareness” for urban
combat training, search-and-rescue
and counterterrorism operations.

! Cubic’s direction-finding (DF) technologies
provide spectrum monitoring and interference location
capabilities. Government agencies can detect and locate
interference directed towards commu-
nications and navigation systems used
by U.S. ships and aircraft.

The company’s survivor tracking
and recovery system (STAR) uses GPS
technology to precisely locate survi-
vors. STAR is interoperable with
Cubic’s URX-3000 and 4000 handheld
survivor radios and can be used for
both military and civilian search-and-
rescue missions.



Forward-Looking Statements
In addition to historical matters, this report contains

forward-looking statements. They can be identified by
sentences that contain words such as anticipate, hope, estimate,
plan, potential, feel, expect, should, and confident. These
forward-looking statements are made pursuant to the safe
harbor provisions of the Securities Litigation Reform Act of
1995. Investors are cautioned that forward-looking state-
ments involve risks and uncertainties which may affect the
Company’s business and prospects. These include the effects
of politics on negotiations and business dealings with
government entities, reductions in defense budgets, eco-
nomic conditions in the various countries in which the
Company does or hopes to do business, competition and
technology changes in the defense and transportation
industries, and other competitive and technological factors.
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