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TO OUR

SHAREHOLDERS

The keys to increasing NovAtel's revenue growth will be
to build on the positive momentum we have in our
Special Applications and Aerospace/Defense businesses

maximize the

our

and to opportunity in growing

Geomatics market.

With a strong management team in place and NovAtel's long-
standing technological superiority and increasing presence in
high-end GPS markets, we feel the company is on track for

improving sales and profit performance in the months and

years ahead.

2 000 was a mixed year for NovAtel. While we made solid progress

in our Special Applications and Aerospace/Defense businesses, we
were disappointed with the performance of our third business segment,
Geomatics. Overall, our revenues were relatively flat year-to-year, as
we experienced delays developing and launching the new geographical
information systems (GIS) and high-end survey products at Point, Inc,
our joint venture with Sokkia Co., Ltd. | am however pleased with the
actions taken by NovAtel and Sokkia: improving Point's cost structure,
focusing the project management teams, and installing a new President
at Point, 33-year Sokkia veteran Mr. Tak Oda. These measures are already
working as Point has recently introduced two new products: a high-end
surveying tool and an innovative receiver for the GIS market.

The keys to increasing NovAtel's revenue growth will be to build on the

positive momentum we have in our Special Applications and
Aerospace/Defense businesses and to maximize our opportunity in the

growing Geomatics market.

While our total revenues for 2000 were up only slightly to CDN $24.8
million, our Special Applications sales to original equipment
manufacturers (OEMs) rose by 25%, driven by customer demand for the
OEM4 and GPS-600. Like all NovAtel products, the OEM4 and GPS-600 are
examples of leading-edge technology that is designed for the most
exacting, high-performance GPS applications. These products have been
very well received by leading manufacturers and solutions providers, and
we are seeing them incorporated across a diverse range of high-end GPS
applications. As an example, we are working closely with a customer in
the agricultural market who has purchased approximately $1.8 million of
NovAtel product in 2000 for use in a highly-accurate navigation and

control system for tractors.

Another illustration of the OEM4's ability to raise the standards of GPS
performance is an application developed by a customer for NASCAR. The
system uses the OEM4 to precisely track individual cars in real time
during a race and apply advanced graphics to each car to enhance the
televised coverage of the race. The OEM4 was chosen not only for its
unsurpassed positional accuracy - crucial when the cars are often just
inches from one another and traveling at speeds in excess of 180 miles
per hour - but also for its durability and reliability under the most
demanding and dynamic operating conditions.  Our Special
Applications business should continue to grow as providers of
advanced GPS solutions continue to turn to NovAtel for the best
available technology and components.
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Our Special Applications business should continue to
grow as providers of advanced GPS solutions continue
to turn to NovAtel for the best available technology
and components.

Our Aerospace/Defense business continues to dominate in the area of
GPS ground augmentation networks: Over the past five years NovAtel
technology has become the standard element in these networks that are
replacing traditional radio-based navigation systems for aircraft. NovAtel
receiver technology has been designed into all of the world's major GPS
ground augmentation networks. We have delivered more than $20 million
in receivers for the United States Wide Area Augmentation System (WAAS),
European Geostationary Overlay System (EGNOS), and Japanese MTSAT
Satellite-based Augmentation System (MSAS) programs. In 2000, we
received an order for a further 34 receivers that will be used in China's
Satellite Navigation Augmentation System (SNAS) program. We also
formalized and expanded our supply agreement for the EGNOS program. In
addition, NovAtel was awarded a contract by the European Space Agency
to provide input to receiver specifications for Galileo, the proposed
European satellite navigation system. While government spending on
the deployment of new GPS ground augmentation networks is irregular,
the general trend is upward and NovAtel stands to benefit as such
programs expand.

NovAtel has now earned its first royalties from a new certified aviation
receiver co-developed with CMC Electronics Inc. This is an exciting
product that, while unlikely to contribute materially to 2001 revenues,
promises to be an important part of NovAtel's product mix in the future.
remains focused on and on the

The company growth

expanding market for the kind of advanced GPS technology

we provide.

We remain very optimistic about Point, Inc., our joint venture with
Sokkia. Our partnership with Sokkia was one of the first
collaborations between a GPS technology company and survey
positioning instrument company, and we feel our performance in the
geomatics sector will soon demonstrate the significant potential we
envisioned for this venture.

Clearly we feel there are many reasons for optimism about NovAtel's
future, and we were delighted to announce early in 2001 that industry
veteran Dave Vaughn shares our enthusiasm and that he has joined
NovAtel as President and Chief Executive Officer. Dave has more than a
decade of senior management experience in the GPS industry, including
most recently, Chief Operating Officer at Magellan Corporation. He is an
excellent leader for NovAtel at this juncture in its corporate development,
and he is developing a clear strategy to drive the company's top line
growth while moving it quickly toward profitability.

Looking forward, our immediate focus is on turning our revenue growth
into profitability, and in the year ahead, Dave and his team will be
instituting a variety of programs to improve profitability. The company
remains focused on growth and on the expanding market for the kind of
advanced GPS technology we provide.

With a strong management team in place and NovAtel's long-standing
technological superiority and increasing presence in high-end GPS markets,
we feel the company is on track for improving sales and profit performance
in the months and years ahead. We look forward to reporting on our
progress toward those goals.

7 -

W. James Close
Chairman of the Board

April 30, 2001
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Operating Results
Overview

(March 29, 2001) NovAtel designs, markets and supports a

broad range of products which determine precise
geographic locations using the Global Positioning System
(GPS). NovAtel's GPS products are used principally for
applications in high-end markets such as the surveying,
geographical information systems (GIS), aviation, marine,
mining and machine control, agriculture and precise timing
markets, rather than for applications in low-end markets such
as the vehicle navigation and consumer/cellular markets.
Unless the context requires otherwise, references herein to
"NovAtel" or the "Company" refer to NovAtel, Inc., including its

subsidiaries and Point, Inc.
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he Company was incorporated in 1978 and since then has been

engaged in several communications businesses. In 1992, the
Company was reorganized and sold to Telexel Holding Limited. The
Company divested all of its non-GPS businesses in a series of
transactions from March 1994 to August 1996. As a result of these
divestitures, the Company now focuses exclusively on the GPS business.

The various divested and discontinued businesses of the Company are
accounted for as discontinued operations. Accordingly, the operating
results of these discontinued businesses have been segregated from the
operating results of the GPS business and reported as net income (loss)
from discontinued operations in the Consolidated Financial Statements
included elsewhere in this Annual Report.

The Company's consolidated financial statements include the Company's
proportionate share of the Point, Inc. (Point) accounts as required under
Canadian GAAP (Generally Accepted Accounting Principles). The Company
sells its products to Point which incorporates them into surveying systems
that are in turn sold through the Sokkia Co., Ltd. (Sokkia) distribution
channels. The Company's revenues include the sale of product to Point and
its proportionate share of Point's sales to Sokkia, net of intercompany
eliminations. The remaining line items on the consolidated Statements of
Operations include the Company's proportionate share of each of the
equivalent line items reflected on Point's Statement of Operations. Similarly,
the Company consolidates its proportionate share of each line item of
Point's Balance Sheet. In addition, the Company provides facilities,
computer support and development and logistical support for Point's
Calgary operations.

Including the results of the discontinued operations, the Company incurred
losses in each of 1993, 1994, 1995, 1998, 1999 and 2000. Despite these
losses on a consolidated basis, the GPS business unit increased its sales
since the introduction of its first products from $456,000 in 1992 to $27.0
million in 1997 and had profits in 1993, 1995, 1996 and 1997. However,
in 1998, revenues declined to $21.6 million, mainly as a result of lower
Wide Area Augmentation Systems (WAAS) program revenues, and the
Company incurred a loss from continuing operations of $3.6 million. After
the sales decline in 1998, the Company's revenues increased to $24.2
million in 1999 and $24.8 million in 2000. The Company incurred a net
loss from continuing operations of $2.0 million in 1999 and $2.8
million in 2000. There can be no assurance that the Company will be
able to increase revenues or generate profits.
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The Company's results of operations have fluctuated and can be
expected to continue to fluctuate on a periodic basis as a result of a
number of factors which affect revenue, gross margin and operating
expenses. Annual and quarterly revenues have fluctuated because of a
number of factors, including revenue generated from major contracts,
operating results of subsidiaries and joint ventures, certification and
market acceptance of the Company's new products, impact and timing
of large orders, pricing pressures in the market, establishing and
maintaining effective distribution channels, fluctuations in non-recurring
engineering (NRE) fees, seasonality of customer purchase patterns and
the timing of industry trade shows. Shipments under a major contract
could result in unusually high revenue and income levels when compared
to revenues and income in other periods. For example, revenue from the
Chinese Satellite Navigation Augmentation System (SNAS) program
accounted for 11% of total revenue in 2000 compared to 0% in 1999. The
Company currently has no commitments for future sales of its WAAS
receivers in any further implementations of the SNAS programs. There can
be no assurance that the Company will receive major contracts in the
future, and the failure to do so could have a material adverse effect on the
Company's business, financial condition and results of operations. The
Company sells GPS receivers to Point, which incorporates these receivers
into surveying systems that are in turn sold through the Sokkia distribution
channels. The proportionate share of the accounts of Point are included in
the Company's accounts. Point is subject to all of the same types of risks
that the Company is subject to. There can be no assurance that Point's
results may not have a material adverse effect on the Company's business,
financial condition and results of operations. The Company has a contract
to supply modified reference receivers to the European Geostationary
Overlay System (EGNOS) program. This contributed largely to NRE fees
increasing from $99,000 in 1998 to $863,000 in 1999 and $863,000 in
2000. There can be no assurance that the Company will receive any further
contracts related to EGNOS.

Revenues can be expected to vary significantly as a result of a lack of a

significant order backlog, fluctuations in demand for existing products,

operating results of subsidiaries and joint ventures, the rate of
development of new markets, the degree of market acceptance of new
products, increased competition and the general strength of domestic
and international economic conditions. Furthermore, if the Company
were unable to deliver sufficient quantities of products in a timely
manner, due to factors such as parts supply shortages or customs delays,
the Company's revenues could be adversely affected.

Gross margin as a percentage of revenue varies primarily as a result

of product sales mix, consolidated results of subsidiaries and joint
ventures, changes in materials and contract manufacturing costs,
liquidation of discontinued inventory and absorption of fixed
manufacturing costs. As revenues derived from sales of WAAS receivers
decrease as a percentage of total revenues, gross margin percentage
may be adversely affected as these products generally have higher gross
margins. The Company's original equipment manufacturer (OEM)
products typically have higher gross margins than the sale of survey
products by Point. The Company believes the sale of survey products by
Point is an important growth strategy, however, selling survey products
through Point could adversely affect the Company's gross margin
percentages. A shortfall from anticipated revenue could adversely affect
results of operations and income (loss) per share. In addition, if the
Company were to receive a major contract, it would likely increase its
expenditures to support such a contract. If revenue from the contract were
delayed for any reason, including cancellation or deferral of the contract,
the Company's results of operations could be adversely affected.

The Company faces competition from a variety of competitors. Prices of the
Company's products have declined since their introduction due to
competitive pressures. The Company expects competition to increase, which
is expected to result in further price decreases and lower gross margins for
the Company's products. In addition, the Company's success will depend to
a substantial degree upon its ability to develop and introduce in a timely
manner new products and product enhancements to its existing GPS
product portfolio. The Company expects to make significant investments in
research and development to continue to enhance existing products,
develop new products which incorporate new and existing technologies,
expand and develop new distribution channels and achieve market
acceptance for such products. There can be no assurance that the Company
will be successful in such efforts.

The Company's revenues have been derived principally from product sales.
Revenues from product sales are generally recognized upon shipment. The
Company generally ships its products promptly after acceptance of a
purchase order. Accordingly, the Company does not maintain product
backlog, nor does the Company consider backlog to be a significant
indicator of future revenues.
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Results of Operations

The Company's results of operations for 2000, 1999 and 1998 are set forth in the table below:

Year Ended December 31,
1998

1999 2000

Revenues $21,567 100.0% $24,226 100.0% $24,843 100.0%
Cost of sales 8,674 40.2 12,646 52.2 10,842 43.6
Gross profit 12,893 59.8 11,580 47.8 14,001 56.4
Operating expenses:

Research and development 8,234 38.2 6,902 28.5 8,161 329

Selling and marketing 4,621 21.4 3,925 16.2 4,527 18.2

General and administration 3,561 16.5 2,783 11.5 3,661 14.7

Total operating expenses 16,416 76.1 13,610 56.2 16,349 65.8

Operating loss (3,523) (16.3) (2,030) (8.4) (2,348) (9.4)
Interest income 212 1.0 374 1.5 319 1.3
Other expense (236) (1.1) (204) (0.8) (769) (3.2)
Loss from continuing

operations before income taxes (3,547) (16.4) (1,860) (7.7) (2,798) (11.3)
Provision for income taxes 87 0.4 123 0.5 13 0.0
Net loss from continuing operations  (3,634) (16.8)% (1,983) (8.2)% (2,811) (11.3)%
Net income from

discontinued operations 1,304 6.0 949 3.9% 16 0.0%
Net loss $(2,330) (10.8)% $ (1,034) (4.3)% $(2,795) (11.3)%

2000 Compared to 1999

Revenues

Revenues include product sales and NRE fees. Revenues from product sales consist primarily of sales of OEM boards, software, software upgrades, WAAS
type receivers and end-user products for the GIS and survey markets. The Company categorizes its revenues into the following three market sectors:
1) Geomatics; 2) Aerospace and Defense; and 3) Special Applications.

Total revenues increased 2.5% from $24.2 million in 1999 to $24.8 million in 2000. The following table sets forth revenue by market sector for 2000 and 1999.

2000 1999 Change
$ % $ % $ %
Geomatics $ 8,513 349% $ 8,246 34% $ 267 3%
Aerospace & Defense 4,969 20% 5,770 24% (801) (14%)
Special Applications 1,128 45% 8,925 37% 2,203 25%
Other 233 1% 1,285 5% (1,052) (829%)
TOTAL $24,843 100% $24,226 100% $ 617 3%

Geomatics

The Geomatics sector is made up of the surveying and GIS markets. In
2000, Geomatics revenues were largely comprised of the Company's sales
to Point, net of intercompany eliminations, and the Company's
proportionate share of sales by Point. In 1999, prior to the formation of
Point, Geomatics revenues also included substantial revenues from Nikon
and Carl Zeiss GmbH.

In July 1999, the Company transitioned to a new GPS surveying partner,
Sokkia, a world leader in surveying. The partnership reflects a move
from a supplier relationship to a fully integrated development team.
Sokkia and the Company formed a joint venture known as Point.

The ownership of Point is 51% Sokkia and 49% the Company. The
Company's former Custom Products Group, which was responsible for the
development of survey products, was transferred to Point effective August
1, 1999. Sokkia transferred in the Sokkia Technology, Inc. organization
which had been conducting advanced measurement solutions research and
development for Sokkia. Point provides Sokkia's global marketing
organization with advanced measurement solutions for the fields of
surveying, mapping, GIS, construction and construction machine control.
Sokkia's distribution system includes more than 25 subsidiaries and
additional representatives around the world, each having its own
dealer network.
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Geomatics revenues increased 3% from $8.2 million in 1999 to
$8.5 million in 2000. Revenues attributed to Point, including both
the Company's sales to Point and the Company's proportionate share
of Point revenues, increased from $4.0 million in 1999 to $7.4 million
in 2000. Point was only active for five months in 1999. While the
partnership with Sokkia resulted in new geomatics revenues for the
Company, it also caused reduced revenues from the Company's previous
key geomatics customers, Nikon and Carl Zeiss GmbH, whose combined
revenues fell from $2.7 million in 1999 to $0.3 million in 2000.

Aerospace and Defense

The Aerospace and Defense sector is made up of aviation, space and
defense markets. Revenues from the Aerospace and Defense sector are
highly dependent on the timing of large government funded programs.
Aerospace and Defense sales were $5.0 million in 2000 compared to
$5.8 million for 1999, a decrease of 14%. Sales in this sector include WAAS
receiver sales related to U.S. WAAS, the Japanese MTSAT Satellite-based
Augmentation System (MSAS), Chinese SNAS and European EGNOS.

Shipments for phase one of the Chinese SNAS program were completed in
2000 and accounted for $2.7 million or 54% of this market sector's revenue
compared to $0 in the prior year. Conversely, revenue from the Japanese
MSAS program fell from $1.6 million in 1999 to $126,000 in 2000.

The Company is teamed with Thales Avionics Limited (Thales) (formerly
Racal Avionics Ltd.) to supply one section of the EGNOS Remote Integrity
Monitoring System (RIMS-C). The Thales/NovAtel RIMS-C channel will
provide integrity and correction data within the EGNOS ground network.
Under the initial contract, which was completed in March 2000, the
Company developed new GPS receiver processing for Satellite Failure
Detection and began software qualification. In addition, the Company
delivered a number of receivers for use in developmental activities. The
EGNOS receivers have the same hardware configuration as the Company's
WAAS receivers, with added software qualification and functionality. In
October 2000, the Company was awarded a full contract to complete
software proving and qualification activities and to deliver 18 EGNOS
receiver systems. There can be no assurance that the Company will
receive commitments for future participation in the EGNOS program.
Other countries planning WAAS or a similar system include Canada,
Mexico, Australia and Chile. The Johns Hopkins University Applied
Physics Laboratory conducted a study which concluded that augmented
GPS can satisfy performance requirements to be the only navigation
system installed in an aircraft and the only service used for operations
anywhere in the National Airspace System. The FAA (Federal Aviation
Administration) has signed partnership agreements with each of
Raytheon Company (Raytheon) and Honeywell Inc. (Honeywell) to
develop a Local Area Augmentation System (LAAS). The LAAS
program is intended to complement the WAAS program and provide

precision approach landing guidance using GPS. Together these will
function to supply users of the U.S. National Airspace System with
seamless satellite-based navigation for all phases of flight.

The certified GPS receiver being jointly developed by the Company and
BAE SYSTEMS CANADA INC. (BSC) (formerly Canadian Marconi
Company) is intended for use by Honeywell for both airborne
applications and the LAAS program. The Company believes that it is well
positioned to participate with Raytheon in the LAAS program given its
past experience with Raytheon and the WAAS program. While the
Company has participated in previous phases of WAAS and MSAS and has
relationships with Raytheon and Honeywell, the Company currently has
no commitments for future participation in the WAAS, MSAS or LAAS
programs. There can be no assurance that the Company will receive
commitments for future participation in the WAAS, MSAS or LAAS programs.

Special Applications

The Special Applications sector is made up of agriculture, robotics,
scientific, dealers (other than those that can be identified with a particular
market sector) and miscellaneous markets. Special Applications revenues
were $11.1 million in 2000 compared to $8.9 million in 1999, an increase
of 25% largely due to higher shipments of OEM receivers to certain customers.

In September 1999, the Company launched its latest generation receiver, the
OEM4, the smallest 24-channel dual frequency receiver on the market. In
January 2000, the Company announced a revolutionary new antenna using
the Company's patent pending Pinwheel aperture coupled slot array
technology. Without the aid of a choke ring, the antenna achieves the same
accuracy and reduction of multipath provided with a choke ring. However as
no choke ring is required, the GPS-600 is much smaller and lighter. Both of
these products can be used in all of the defined market sectors. Volumes for
these products grew through 2000, and the Company anticipates this
growth to continue through 2001. The Company anticipates new revenues

from these products in 2001, but there can be no assurances that these

products will result in increased revenues in any of the market sectors.

In 2000, the Company derived approximately 48% of its total revenues
from the sale of its products to countries outside the United States and
Canada, compared to 46% in 1999. Revenues from international sales
increased from $11.1 million in 1999 to $12.0 million in 2000.

Gross Profit

Gross profit as a percentage of total revenues increased from 47.8% in
1999 to 56.4% in 2000. The increase in gross margin as a percentage
of revenue is attributable to improved product mix, including the
beneficial impact of reduced sales of low margin manufacturing
components, and lower provisions for inventory obsolescence.
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Research and development

Research and development expenses consist primarily of engineering
personnel expenses, contracted research and development expenses,
amortization of purchased technology, equipment costs and facility
and computer support costs. Research and development expenses
increased 18.2% from $6.9 million in 1999 to $8.2 million in 2000 and
increased as a percentage of total revenues from 28.5% in 1999 to
32.9% in 2000. In 1999, the Company and Sokkia funded Point for
engineering work conducted on their behalf which resulted in negligible
net research and development expenses at Point in 1999. The increase in
research and development expense in 2000 is primarily related to the
inclusion of Point's operating results for 12 months in 2000 compared to
only five months in 1999, and the inclusion of $340,000 in product

development costs for Mezure, Inc. (Mezure).

Selling and marketing

Selling and marketing expenses consist primarily of compensation of sales
and marketing personnel as well as expenses for advertising and
promotion, trade shows, facilities and other expenses related to the sale of
the Company's products. Selling and marketing expenses increased 15.3%
from $3.9 million in 1999 to $4.5 million in 2000 and increased as a
percentage of total revenues from 16.2% in 1999 to 18.2% in 2000. The
consolidated proportionate share of Point's selling and marketing expenses
was included in the Company's selling and marketing expenses for both
1999 and 2000, however in 1999, Point had only five months activity versus
a full year in 2000. Other factors leading to increased expense in 2000 were
the $628,000 in sales commission relating to the China SNAS contract and
$340,000 in business development costs for Mezure.

General and administration

General and administration expenses consist primarily of salaries of

administrative personnel, corporate overhead and facilities expenses.

General and administration expenses increased 31.5% from $2.8 million in
1999 to $3.7 million in 2000 and increased as a percentage of total
revenues from 11.5% in 1999 to 14.7% in 2000. The consolidated
proportionate share of Point's general and administration expenses was
included in the Company's general and administration expenses for both
1999 and 2000; however, in 1999, Point had only five months activity
versus a full year in 2000. The inclusion of Point's expenses was the main
factor leading to higher general and administration expenses in 2000.

Interest income
The Company earned net interest income of $319,000 in 2000 compared

with $374,000 in 1999. The Company's cash deposits not required for
operations are invested in short-term interest bearing instruments.

Other income (expense)

Other income (expense) consists primarily of foreign currency income
(loss) and miscellaneous items. Other expense was $769,000 in 2000,
mainly comprised of $548,000 related to the reorganization of the
Company's senior management and $147,000 as a result of a minor
workforce reduction at Point. Other expense was $204,000 in 1999 and
was primarily comprised of severance costs of $213,000 relating to a
staff reduction in July 1999, offset by a gain of $178,000 on the sale of
surplus land.

Provision for income taxes
The provision for income taxes which consists primarily of Canadian
federal large corporations tax and the proportionate share of income taxes
related to Point, decreased from $123,000 in 1999 to $13,000 in 2000. In
2000, Point recorded a recovery of previously recorded income taxes,
accounting for the decrease.

Discontinued operations

The Company recorded net income from discontinued operations of $16,000 in
2000 compared to $949,000 in 1999. In 1995, the Company sold its Wireless
Access Products division and manufacturing operations to Harris Canada Inc.
The purchase price was subject to an adjustment based on a post-closing audit
of the balance sheet of the divested operations. The post-closing audit was
completed in December 1999 resulting in a purchase price adjustment of
$2.3 million. As the Company had previously provided for a potential
adjustment of $3.3 million, the balance, after interest and miscellaneous costs,
was recognized as income from discontinued operations in 1999.

1999 Compared to 1998

Revenues

In July 1999, the Company commenced a transition to a new GPS surveying
partner, Sokkia, a world leader in surveying. Sokkia and the Company
formed a jointly owned company known as Point. The ownership of Point is
51% Sokkia and 49% the Company. The Company's former Custom
Products Group, which was responsible for the development of survey
products, was transferred to Point effective August 1, 1999. Sokkia
transferred in the Sokkia Technology, Inc. organization which had been
conducting advanced measurement solutions research and development
for Sokkia. Point provided Sokkia's global marketing organization with
advanced measurement solutions for the fields of surveying, mapping,
GIS, construction and construction machine control. Point's newly
developed GPS survey product was launched and began moving through
the Sokkia distribution channels in October 1999.

Total revenues increased 12.3% from $21.6 million in 1998 to
$24.2 million in 1999.
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Geomatics

The Geomatics sector is made up of the surveying and GIS markets.
Included within these markets are the Company's sales to Point, net
of intercompany eliminations, the Company's proportionate share of
sales by Point, sales to Carl Zeiss Jena GmbH, Nikon Corporation (Nikon
Japan) and Nikon Inc. (Nikon U.S.). Geomatics sales were $8.2 million
in 1999 compared to $4.9 million in 1998, an increase of 67%. The
Nikon U.S. distribution agreement expired September 30, 1999, both
parties electing not to renew the agreement. The Nikon Japan
agreements expired December 31, 1999, the Company electing not to
renew the agreements. The Company sold product to Point, predominantly
in the fourth quarter of 1999, and benefited from sales by Point in the
third and fourth quarters 1999. Net revenues contributed from the
Point/Sokkia relationship were $4.0 million in 1999. Newly developed GPS
survey products were announced by Point in October 1999 and were

delivered through the Sokkia distribution channels.

Aerospace and Defense

The Aerospace and Defense sector is made up of aviation, space and
defense markets. Aerospace and Defense sales were $5.8 million for 1999
compared to $7.3 million for 1998, a decrease of 21%. Sales in this sector
includes WAAS receiver sales related to the U.S. WAAS, Japanese MSAS and
European EGNOS programs. Sales of WAAS receivers to the WAAS and
MSAS programs in 1999 accounted for approximately 10% of total
revenues compared to approximately 27% in 1998.

The Company is teamed with Thales to supply one section of the EGNOS
RIMS-C system. The Thales/NovAtel RIMS-C channel will provide integrity
and correction data within the EGNOS ground network. Under the initial
contract, the Company developed new GPS receiver processing for Satellite
Failure Detection and began software qualification. In addition, the Company
delivered a number of receivers for use in developmental activities. The
EGNOS receivers have the same hardware configuration as the Company's
WAAS receivers, with added software qualification and functionality.

Special Applications

The Special Applications sector is made up of marine, agriculture, robotics,
construction/grading, scientific, dealers (other than those that can be
identified with a particular market sector) and miscellaneous markets.
Special Applications revenues were $8.9 million in 1999 compared to $7.9
million in 1998, an increase of 12%.

In September 1999, the Company launched its latest generation receiver,
the OEM4, the smallest 24-channel dual frequency receiver on the market.
Other revenue related to the sale of manufacturing components was
$1.3 million for 1999 compared to $1.4 million in 1998. In 1999, the
Company derived approximately 46% of its total revenues from the
sale of its products to countries outside the United States and

Canada, compared to 52% in 1998. Revenues from international
sales decreased slightly from $11.3 million in 1998 to $11.1 million
in 1999.

Gross Profit

Gross profit as a percentage of total revenues decreased from 59.8% in
1998 to 47.8% in 1999. The decrease was due to price pressures, lower
gross margins from Point, a lower proportion of WAAS receiver sales, a
higher proportion of lower margin engineering service revenue and the
establishment of inventory provisions for surveying and mapping related
inventory being phased out of production. Point earns lower gross
margins than the Company due to the purchase of third-party accessories
that provide lower gross margins and the fact that Point is closer to the
end-user in the distribution chain.

Research and development

Research and development expenses decreased 16.2% from $8.2 million in
1998 to $6.9 million in 1999 and decreased as a percentage of total
revenues from 38.2% in 1998 to 28.5% in 1999. The reduction in research
and development expenses is primarily attributable to lower staffing costs
as a result of a restructuring and staff reduction in November 1998. The
consolidated proportionate share of Point's research and development
expenses was included in the Company's research and development
expenses in 1999, however, since the Company and Sokkia funded Point for
engineering work being conducted on their behalf until December 31, 1999,
the overall impact of Point on research and development expenses was
negligible. In 1999, the Company deferred development costs of $1.3 million
related to the development of a certified aviation GPS receiver, compared
to $528,000 in 1998.

Selling and marketing

Selling and marketing expenses decreased 15.1% from $4.6 million in 1998
to $3.9 million in 1999 and decreased as a percentage of total revenues
from 21.4% in 1998 to 16.2% in 1999. The decrease in selling and
marketing expenses is primarily the result of lower personnel costs as a
result of the restructuring and staff reduction in November 1998 and
reduced advertising and product promotions. The consolidated

proportionate share of Point's selling and marketing expenses was

included in the Company's selling and marketing expenses.

General and administration

General and administration expenses decreased by 21.8% from $3.6 million
in 1998 to $2.8 million in 1999 and decreased as a percentage of total
revenues from 16.5% in 1998 to 11.5% in 1999. The decrease in
general and administration expenses is due in part to one less
executive position. The consolidated proportionate share of Point's
general and administration expenses was included in the Company's
general and administration expenses.
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Interest income

The Company earned net interest income of $374,000 in 1999 compared
with $212,000 in 1998. The Company's cash deposits not required for
operations were invested in short term interest bearing instruments.

Other income (expense)
Other expense was $204,000 in 1999, primarily comprised of severance
costs of $213,000 relating to a staff reduction in July 1999 offset by a
gain of $178,000 on the sale of surplus lands. Other expense in 1998 was
$236,000, comprised of foreign currency exchange income offset by
costs associated with the work force reduction in November 1998.

Provision for income taxes
The provision for income taxes, which consists of Canadian federal large
corporations tax and the consolidated proportionate share of income taxes

related to Point, increased from $87,000 in 1998 to $123,000 in
1999. The increase is primarily related to the provision for Point
income taxes.

Discontinued operations

The Company recorded net income from discontinued operations of
$949,000 in 1999 compared to net income of $1.3 million in 1998. In
1995, the Company sold its Wireless Access Products division and
manufacturing operations to Harris Canada Inc. The purchase price was
subject to an adjustment based on a post-closing audit of the balance
sheet of the divested operations. The post-closing audit was completed in
December 1999 resulting in a purchase price adjustment of $2.3 million.
As the Company had previously provided for a potential adjustment of
$3.3 million, the balance, after interest and miscellaneous costs, was
recognized as income from discontinued operations in 1999.

Quarterly Results of Operations

he following tables present certain unaudited statement of operations data for each of the Company's last eight fiscal quarters and the percentage
relationship of certain items to total revenues for the respective periods. This unaudited data has been prepared on the same basis as the audited
financial statements and, in the opinion of management, contains all adjustments, consisting only of normal recurring adjustments, necessary for a fair
presentation of such data.
Quarter Ended

1999
March 31 June 26

2000
July 1

Oct. 2 Dec. 31 March 31
(in thousands)

Sept. 30 Dec. 31

Revenues $5270 $3307 $7510 $8139 $6293 $6470 $6314 $ 5766
Cost of sales 2,579 1,763 3,756 4,548 3,110 2,538 2,583 2,611
Gross profit 2,691 1,544 3,754 3,591 3,183 3,932 3,731 3,155
Operating expenses:

Research and

development 1,885 1,680 1,860 1,477 1,932 2,121 2,122 1,986
Selling and marketing 973 965 1,014 973 994 1,256 1,350 927
General and
administration 616 630 808 729 900 1,036 844 881

Total operating expenses 3,474 3,275 3,682 3,179 3,826 4,413 4316 3,794
Operating income (loss) (783)  (1,731) 72 412 (643) (481) (585) (639)
Interest income 94 105 88 87 76 67 98 78
Other income (expense) (60) (27) (60) (57) 42 (41) (3) (767)
Income (loss) from

continuing operations

before income taxes (749)  (1,653) 100 442 (525) (455) (490) (1,328)
Provision for (recovery

of) income taxes 21 21 21 60 (18) (6) 16 21
Net income (loss) from

continuing operations  $ (770) $(1,674) $ 79 $ 382 $ (507) $ (449) $ (506) $(1,349)

——
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Quarter Ended

1999 2000
March 31 June 26 Oct. 2 Dec. 31 March 31 July 1 Sept. 30 Dec. 31
Revenues 100.0% 100.0% 100.0%  100.0% 100.0%  100.0% 100.0%  100.0%
Gross profit 51.1 46.7 50.0 441 50.6 60.8 59.1 54.7
Operating expenses:
Research and
development 35.8 50.8 24.8 18.1 30.7 32.8 33.6 34.4
Selling and marketing 18.5 29.2 13.5 12.0 15.8 19.4 21.4 16.1
General and
administration 1.7 19.0 10.7 9.0 14.3 16.0 13.4 15.3
Total operating
expenses 66.0 99.0 49.0 39.1 60.8 68.2 68.4 65.8
Operating income (loss) (14.9) (52.3) 1.0 5.1 (10.2) (7.4) (9.3) (11.1)
Interest income 1.8 3.1 1.1 1.0 1.2 1.0 1.5 1.4
Other income (expense) (1.1) (0.8) (0.8) (0.7) 0.7 (0.6) - (13.3)
Income (loss) from
continuing operations
before income taxes (14.2) (50.0) 1.3 5.4 (8.3) (7.0) (7.8) (23.0)
Provision for (recovery of)
income taxes 0.4 0.6 0.3 0.7 (0.3) (0.1) 0.2 0.4
Net income (loss) from
continuing operations (14.6)%  (50.6)% 1.0% 4.7% (8.0)% (6.9)%  (8.0)% (23.4)%

The following table sets forth Geomatics, Aerospace and Defense, Special Applications and manufacturing component revenues for the last eight quarters.

Quarter Ended

1999 2000
March 31 June 26 Oct. 2 Dec. 31 March 31 July 1 Sept. 30 Dec. 31
(in thousands)
Geomatics $1838 $ 958 §$ 1938 §$ 3,512 $ 1955 $2622 $1773 $ 2,163
Special Applications 2,423 1,759 2,462 2,281 3,406 2,359 2,676 2,687
Aerospace and Defense 772 403 2,926 1,669 743 1,472 1,860 894
Manufacturing components 237 187 184 677 189 17 5 22
Total revenues $ 5270 $3307 $ 7,510 $ 8,139 $6293 $6470 $ 6,314 $ 5,766

The Company's quarterly results of operations have fluctuated and are
expected to continue to fluctuate because of a number of factors,
including revenue generated from major contracts, operating results of
affiliates and subsidiaries, new product introductions, fluctuations in NRE
fees, seasonality of customer purchase patterns and the timing of
industry trade shows.

For example, revenue from the Chinese SNAS program accounted for
11% of the Company's total revenue in 2000 compared to 0% in 1999.
During 2000, sales of the Company's WAAS receivers to the WAAS and
MSAS programs accounted for approximately 1% of the Company's
total revenues compared to approximately 10% in 1999. The Company
currently has no commitments for future sales of its WAAS receivers
in any further implementations of the WAAS, MSAS or SNAS
programs. There can be no assurance that the Company will receive

major contracts in the future, and the failure to do so could have a
material adverse effect on the Company's business, financial condition
and results of operations.

In addition, revenues can be expected to vary as a result of a lack of a
significant order backlog, fluctuations in demand for existing products,
the rate of development of new markets, the degree of market
acceptance of new products, increased competition and the general

strength of domestic and international economic conditions.
Furthermore, if the Company were unable to deliver sufficient
quantities of products in a timely manner, due to factors such as parts
supply shortages or customs delays, the Company's revenues could be

adversely affected.
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In 2000, quarterly operating expenses fluctuated due to the impact
of changes in staffing levels, recovery of research and development
expenses from NRE fees, deferral of research and development
expenses related to the certified aviation receiver project,

commissions related to the Chinese SNAS program and the business
development/product development costs related to Mezure. The
Company expects operating expenses to decrease in 2001 by
approximately 1% - 3%, primarily as a result of reduced staffing levels
at Point, reduced external commissions, reduced business/product
development costs for Mezure, partially offset by higher salaries and the
proportionate consolidation of the operating expenses at Mezure. The
Company expects operating expense as a percentage of revenue to
decline to approximately 53% in 2001 from 66% in 2000, mostly as a
result of increased revenue. A shortfall from anticipated revenues has and
could adversely affect results of operations and income (loss) per share. In
addition, if the Company were to receive a major contract, it would likely
increase its expenditures to support such contract. If revenues from the
contract were delayed for any reason, including cancellation or deferral of
the contract, the Company's results of operations could be adversely
affected as it attempted to adjust its expenditures downward.

Taxes
The Company has not recorded a provision for income taxes in Canada,
other than for large corporations tax, due to previously incurred losses,
credits and costs. As of December 31, 2000, losses, investment tax credits,
depreciation, and research and development costs are available to reduce
future taxable income in Canada. The Company has determined that the
acquisition of a majority of the Common Shares of the Company by BSC in
1998, BAE SYSTEMS p.l.c's indirect acquisition of the majority of the
common shares of BSC in November 1999 and ONCAP L.P's proposed
indirect acquisition of the majority of the commons shares of BSC in April
2001 constitute acquisition of control of the Company for Canadian
income tax purposes. Accordingly, the availability of certain of the
Company's Canadian income tax losses, research and development costs,
depreciation deductible for tax purposes and investment tax credits may
be subject to limitation. The ultimate availability and amount of these
losses, credits and costs may be dependent upon future Canada Customs
and Revenue Agency audits. See Note 14 of Notes to Consolidated
Financial Statements.

Liquidity and Capital Resources
In 2000, cash provided by operations was $673,000, compared to cash
used in operations of $895,000 in 1999. Cash provided by operations in
2000 consisted primarily of the $2.8 million loss from continuing
operations, $2.7 million in amortization and a decrease in non-cash
working capital of $1.0 million.

In 2000, cash used in financing activities was $376,000, related
primarily to payments under the Company's capital leases. In the
comparable period in 1999, $349,000 cash was used in financing
activities, also related to the capital lease obligations.

In 2000, cash used in investing activities was $2.5 million, primarily
related to capital expenditures of $1.5 million, deferred development
expenditures of $757,000 related to the development of a certified
aviation GPS receiver, and payment to Harris Canada Inc. related to the
settlement of the purchase price of the Company's former wireless access
product group divested in 1995. In 1999, cash provided by investing
activities was $5.0 million, primarily related to the sale/leaseback of the
Company's Calgary facility and certain adjacent land, offset by deferred
development expenditures of $1.3 million related to the development of a
certified aviation GPS receiver and other capital expenditures of $1.2 million.
On July 20, 1999, the Company acquired a 49% interest in Point in
exchange for $311,000, net of cash acquired.

At December 31, 2000, the Company had cash and short-term investments
of $6.1 million. The Company has credit agreements with the HSBC Bank
Canada and the Toronto Dominion Bank where the Company can borrow up
to $1.7 million for day-to-day operating requirements and $2.8 million to
support the margin requirement related to the purchase of up to US$7.5 million
foreign exchange contracts. The lines of credit are payable on demand and
are secured by certain of the Company's assets. At December 31, 2000,
portions of the lines of credit were utilized to support $219,000 of letters
of credit ($665,000 at December 31, 1999) and the margin requirements on
US$3.5 million in forward exchange contracts leaving $1.4 million available
for day-to-day operating requirements and the margin capacity necessary
to enter into an additional US$4.0 million in forward exchange contracts.

On January 26, 2001, the Company revised its credit line with the HSBC
Bank Canada which reduced the Company's aggregate limit for purchasing
forward foreign exchange contracts to US$6.5 million from US$7.5 million.

From March 15, 2000 to March 13, 2001, the Company and Sokkia
collectively loaned Point US$4.0 million, the Company's share being
US$1.96 million. The loans are secured by Point's assets and bear interest
at the U.S. Prime Rate during 2000 and at a rate of 6% during 2001. In

January 2001, the Company and Sokkia extended the due date of the

loans to December 31, 2001.
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In January 2001, the Company signed a number of agreements under
which the Company acquired a 48.7% equity interest in Mezure. The
agreements included a US$400,000 cash investment. The Company also

committed to loan Mezure US$200,000 from January 5 to March 31,
2001, of which US$160,000 had been advanced as of March 23, 2001.
This was in addition to US$65,000 previously advanced in October 2000.
The US$265,000 in loans are secured by Mezure's assets, bear interest at

the U.S. Prime Rate and are due in May and June 2001.

The Company believes that its existing cash, cash equivalents, short-term
investments, available lines of credit and anticipated cash generated
from operations will be sufficient to satisfy its currently anticipated cash
needs for at least the next 12 months.

While the Company believes that inflation has not had a material effect
on its results of operations, there can be no assurance that inflation will not
have a material effect on the Company's results of operations in the future.

Quantitive and Qualitative
Disclosures about Market Risk

Most of the Company's revenues (over 97% in 2000) are earned in
currencies other than the Canadian dollar, principally the U.S. dollar. A
substantial portion of the Company's expenses, however, have been and
will continue to be incurred in Canadian dollars. Accordingly,
fluctuations in exchange rates between the U.S. dollar and the Canadian
dollar could materially affect the Company's results of operations. In the
normal course of business, the Company uses foreign currency options
and forward foreign currency contracts to reduce its exposure to
fluctuations in the U.S. dollar to Canadian dollar exchange rates. At
December 31, 2000, the Company has foreign currency options and
forward foreign currency contracts to sell US$3.5 million between January
1, 2001 and June 29, 2001 at rates between $0.6622 and $0.6814. In
addition, at December 31, 2000, the Company has entered into forward
foreign currency contracts obligating it to buy US$2.5 million between
March 31, 2001 and June 29, 2001 at rates between $0.6476 and $0.6775.
Derivative financial instruments are not used for speculative purposes.
There can be no assurance that the Company will be successful in such
hedging activities.

The following table sets forth the potential gains or losses that would arise
on the Company's foreign currency options and forward foreign currency
contracts as of December 31, 2000, under various hypothetical U.S. dollar
to Canadian dollar exchange rates:

US$ per CDN$ Gain/(loss)
CDN$

$0.62 ($356,000)
0.64 (180,000)

0.66 (67,000)

0.68 66,000

0.70 205,000

0.72 344,000

The Company is not subject to significant interest rate risk due to the
short-term maturities of its outstanding loans.

_®_
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MANAGEMENT*S REPORT
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Management is responsible to the Board of Directors for the
preparation of the Company's consolidated financial statements.
These statements have been prepared in accordance with generally
accepted accounting principles in Canada and necessarily include
certain amounts based on estimates and judgments. Management has
determined such amounts on a reasonable basis to ensure that the
consolidated financial statements are presented fairly, in all material
respects. Financial information presented elsewhere in this Annual
Report is consistent with that in the consolidated financial statements.

The Company maintains a system of internal controls which provides
management with reasonable assurance that assets are safequarded and

that reliable financial records are maintained.

The external auditors of the Company, Arthur Andersen LLP, have been
appointed by the shareholders to express an opinion as to whether these
consolidated financial statements present fairly the Company's
consolidated financial position and operating results in accordance with

generally accepted accounting principles in Canada. Their report follows.

The Board of Directors has reviewed and approved these consolidated
financial statements. To assist the Board in meeting its responsibility, it has
appointed an Audit and Finance Committee, the majority of whose
members are outside directors. The committee meets periodically with
management and the external auditors to review internal controls, audit
results and accounting principles and practices. The external auditors have
full and free access to the Audit and Finance Committee.

o ok f

W. James Close Werner Gartner
Executive Vice President and
Chief Financial Officer

Chairman of the Board

February 2, 2001

To the Shareholders of NovAtel Inc.,

We have audited the consolidated balance sheets of NovAtel Inc. as at
December 31, 2000 and 1999 and the consolidated statements of
operations, shareholders' equity and cash flows for each of the three
years in the period ended December 31, 2000. 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 generally accepted auditing

standards in Canada and the United States. 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 December 31,
2000 and 1999 and the results of its operations and its cash flows for each
of the three years in the period ended December 31, 2000 in accordance

with Canadian generally accepted accounting principles.

DL rr. Aoclornsen. L2V

Chartered Accountants

Calgary, Canada
February 2, 2001
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CONSOLIDATED
BALANCE SHEETS
(in thousands)
December 31,
2000 1999
Assets
Current assets:
Cash and short-term investments (Note 8) $ 6,055 $ 8,280
Accounts receivable (Notes 3 and 12) 4,246 6,110
Related party receivables (Note 15) 1,165 1,340
Related party notes receivable (Note 15) 1,426 -
Inventories (Note 4) 6,532 3,684
Prepaid expenses and deposits 401 292
Total current assets 19,825 19,706
Capital assets (Note 5) 3,592 4,648
Intangible assets (Notes 6 and 9) 2,853 3,047
Deferred development costs (Note 7) 2,560 1,803
Total assets $ 28,830 $ 29,204
Liabilities and Shareholders’” Equity
Current liabilities:
Accounts payable and accrued liabilities (Note 18) $ 5811 $ 4,851
Related party payables (Note 15) 568 278
Notes payable (Notes 15 and 16) 1,426 -
Deferred revenue 245 -
Provision for future warranty costs 268 246
Capital lease obligation - current portion (Note 9) 228 374
Total current liabilities 8,546 5,749
Deferred gain on sale/leaseback of capital assets (Note 5) 935 1,089
Capital lease obligation - long-term portion (Note 9) 307 549
Total liabilities 9,788 7,387
Non-controlling interest 73 65
Shareholders' equity (Note 11):
Capital stock 35,614 35,602
Deficit (16,645) (13,850)
Total shareholders' equity 18,969 21,752
Total liabilities and shareholders' equity $ 28,830 $ 29,204

On behalf of the Board of Directors,

7

W. James Close
Chairman of the Board

L

Richard D. Orman

Vice Chairman and Director

The accompanying notes are an integral part of these consolidated financial statements.
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CONSOLTI
OF OPERATIONS

(in thousands, except per share data)

DATED STATEMENTS

Year Ended December 31,

2000 1999 1998
Revenues (Notes 12 and 15) $ 24,843 $ 24,226 $ 21,567
Cost of sales (Note 15) 10,842 12,646 8,674
Gross profit 14,001 11,580 12,893
Operating expenses:
Research and development 8,161 6,902 8,234
Selling and marketing 4,527 3,925 4,621
General and administration 3,661 2,783 3,561
Total operating expenses 16,349 13,610 16,416
Operating loss (2,348) (2,030) (3,523)
Interest income 319 374 212
Other expense (Note 13) (769) (204) (236)
Loss from continuing operations before income taxes (2,798) (1,860) (3,547)
Provision for income taxes (Note 14) 13 123 87
Net loss from continuing operations (2,811) (1,983) (3,634)
Net income from discontinued operations (Note 18) 16 949 1,304
Net loss $ (2,795) $ (1,034) $ (2,330)
Net income (loss) per share (basic) (Note 11)
Continuing operations $  (037) $ (0.26) $  (0.47)
Discontinued operations 0.01 0.13 0.17
Net income (loss) per share $ (0.36) $ (0.13) $ (030
Weighted average shares outstanding (basic) (Note 11) 7,676 7,674 7,673
Net income (loss) per share (fully diluted) (Note 11)
Continuing operations $  (0.37) $ (0.26) $  (0.47)
Discontinued operations 0.01 0.13 0.17
Net income (loss) per share $ (0.36) $  (0.13) $ (030
Weighted average shares outstanding (fully diluted) (Note 11) 8,683 8,566 8,509

The accompanying notes are an integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENTS OF
SHAREHOLDERS”’ EQUITY
(in thousands)
Total

Common Shares (Note 11) Shareholders'

Number Amount Deficit Equity
December 31, 1997 7,670 $ 35559 $ (10,486) 25,073
Common shares issued 4 43 - 43
Net loss - - (2,330) (2,330)
December 31, 1998 7,674 35,602 (12,816) 22,786
Net loss - - (1,034) (1,034)
December 31, 1999 7,674 $ 35,602 $ (13,850) $ 21,752
Common shares issued 4 12 - 12
Net loss - - (2,795) (2,795)
December 31, 2000 7,678 $ 35614 $ (16,645) $ 18,969

The accompanying notes are an integral part of these consolidated financial statements.
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CONSOLIDATED STATEMENTS
OF CASH FLOWS
(in thousands)
Year Ended December 31,
2000 1999 1998
Operating activities:
Net loss from continuing operations $ (2,811) $(1,983) $(3,634)
Net income from discontinued operations 16 949 1,304
Charges and credits to operations not involving an outlay of cash:
Amortization 2,666 2,697 2,371
Gain on disposal of capital assets (74) (183) (10)
Amortization of deferred gain on sale/leaseback of capital assets (154) (142) (53)
Non-controlling interest 8 3 -
Gain on divestitures - - (718)
Net change in non-cash working capital related to operations
(Note 17) 1,022 (2,236) (4,196)
Cash provided by (used in) operating activities 673 (895) (4,936)
Financing activities:
Issuance of shares 12 - 43
Related party notes receivable (1,426) - -
Notes payable 1,426 - -
(Decrease) increase in capital lease obligations (388) (349) 1,272
Cash (used in) provided by financing activities (376) (349) 1,315
Increase (decrease) in cash before investing activities 297 (1,244) (3,621)
Investing activities:
Purchase of capital and intangible assets (1,487) (1,240) (4,512)
Proceeds from disposal of capital assets 145 7,864 1,705
Investment in Point, Inc. net of cash acquired (Note 16) - (311) -
(Settlement payment) proceeds on divestitures (423) - 710
Deferred development costs (757) (1,275) (528)
Cash (used in) provided by investing activities (2,522) 5,038 (2,625)
(Decrease) increase in cash and short-term investments (2,225) 3,794 (6,246)
Cash and short-term investments, beginning of year 8,280 4,486 10,732
Cash and short-term investments, end of year $ 6,055 $ 8,280 $ 4,486
Cash and short-term investments consisted of:
Cash and cash equivalents $ 1,895 $ 5,280 $ 2,736
Restricted short-term investments 4,160 - -
Other short-term investments - 3,000 1,750
$ 6,055 $ 8,280 $ 4,486
Interest paid related to bank advances and capital lease obligations 49 74 15
Income taxes paid 54 80 86

The accompanying notes are an integral part of these consolidated financial statements.
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NOTES TO CONSOLIDATED
FINANCIAL STATEMENTS

(in thousands, except per share data and unless otherwise stated)

Note 1: Nature of Business

NovAtel Inc. (NovAtel or the Company) is incorporated under the laws of Canada. The Company designs, markets and supports a broad range
of products that determine precise geographic locations using the Global Positioning System (GPS).

On July 20, 1999, the Company and Sokkia Co., Ltd. formed a company, Point, Inc. to develop and distribute GPS based products for surveying,
mapping, geographical information systems, construction and construction machine control applications, on a world-wide basis. The Company
acquired a proportionate 49% joint venture interest in Point, Inc. for $311, net of cash acquired (see Note 16).

On April 17, 1998, BAE SYSTEMS CANADA INC. (BSC) acquired 58.3% of the Company's outstanding common shares from the Company's two former

principal shareholders. On November 29, 1999, BAE SYSTEMS p.l.c. acquired control of the Company through the indirect acquisition of approximately
51.6% of the common shares of BSC (see Note 14).

On February 2, 2001, BSC, BAE SYSTEMS p.l.c. and ONCAP L.P. announced an agreement under which ONCAP L.P. would acquire control of the Company
through the indirect acquisition of BSC, subject to shareholder and regulatory approval (see Note 14).

Note 2: Significant Accounting Policies

The consolidated financial statements have been prepared by management in accordance with generally accepted accounting principles in Canada and
are stated in Canadian dollars. With respect to the consolidated financial statements, the material differences between Canadian and United States of
America (U.S.) generally accepted accounting principles are described in Note 20. The preparation of financial statements in accordance with generally
accepted accounting principles requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and

the disclosure of contingent assets and liabilities at the date of the financial statements, and revenues and expenses during the reporting period. Actual
results could differ from those estimated.

a) Principles of Consolidation

The consolidated financial statements include the accounts of the Company, its subsidiaries and its proportionate 49% joint venture interest in the
accounts of Point, Inc.

b) Foreign Currency Translation

Foreign subsidiaries and Point, Inc. are considered financially and operationally dependent on the Company and are translated into Canadian dollars using
current rates of exchange for monetary assets and liabilities, historical rates of exchange for non-monetary assets and liabilities, and average rates for

the period for revenues and expenses, except amortization, which is translated at the rate of exchange applicable to the related assets. Gains and losses
resulting from these translation adjustments are included in other income (expense).

Transactions and monetary balances denominated in a currency other than the Canadian dollar are translated into Canadian dollars using yearly average
and year-end exchange rates, respectively. Gains and losses arising from this translation process are included in income.

¢) Cash and Cash Equivalents
Cash and cash equivalents include highly liquid investments which have original maturities of 90 days or less.
d) Inventories

Raw materials and components, work-in-progress, and finished goods inventories are recorded at the lower of cost or net realizable value. Cost is
determined on a first-in, first-out basis and includes materials, labour and manufacturing overhead.

e) Capital Assets, Intangible Assets and Amortization

Capital assets are recorded at cost. Maintenance and repair costs of a routine nature are charged to operations as incurred, and renewals and
betterments that extend the economic useful life of an asset are capitalized.
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Capital assets and intangible assets are amortized on a straight-line basis using the expected useful lives of the assets:

Buildings 20 vyears
Computer and ancillary equipment 4 vyears
Research and development equipment 4 vyears
Production equipment 5 vyears
Leasehold improvements over term of leases
Furniture and fixtures 10 years
Product tooling 2 vyears
Patents and other intangibles 5-10 vyears

Capital assets and intangible assets are assessed for future recoverability or impairment by estimating future net undiscounted cash flows and residual
values. When an impairment has occurred, a loss is recognized in the period.

J) Revenue Recognition
Revenues from product sales are recognized at the time of shipment to the customer. Revenues from non-recurring engineering fees are recognized at
the time services are rendered. Revenues from long-term development contracts are recognized using the percentage of completion method.

g) Research and Development Costs
Research costs are charged to operations as incurred. Development costs, including software development costs, are charged to operations as incurred
unless they meet specific criteria related to technical, market and financial feasibility. In these circumstances, the costs are deferred and amortized on a

systematic basis, subject to recoverability.

h) Provision for Future Warranty Costs
Warranty costs are accrued, to the extent that they are not recoverable from third party manufacturers, for the estimated cost to repair products for the

balance of the warranty periods.

i) Stock-based Compensation Plans
The Company has stock-based compensation plans (see Note 11). No compensation expense is recognized for these plans when stock options are issued
to employees. Any consideration paid by employees on exercise of stock options is credited to capital stock.

J) Income Taxes

Effective January 1, 2000, the Company adopted the liability method of accounting for income taxes. Under this method, current income taxes are
recognized for the estimated income taxes payable for the current year. Future income tax assets and liabilities are recognized for temporary differences
between the tax and accounting bases of assets and liabilities as well as for the benefit of losses available to be carried forward to future years for tax
purposes that are more likely than not to be realized.

k) Investment Tax Credits
Investment tax credits relating to scientific research and development and capital expenditures are accounted for using the cost reduction method as
they are received, as there is not a high degree of assurance that the Company will be able to realize the benefit from these credits.

1) Post Employment Benefits

The Company currently provides certain life insurance and extended health care benefits for employees as they retire. Substantially all of the health
care benefits are self-insured, while life insurance benefits are provided through an insurance contract. Commencing January 1, 2000, the Company
recognizes the cost of providing such benefits as the related services are rendered by employees.

m) Comparative Figures
Certain of the comparative figures have been reclassified to conform with the financial statement presentation adopted in 2000.
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Note 3: Accounts Receivable
December 31, December 31,
2000 1999
Trade receivables, net $ 3,788 $ 5,748
Goods and Services Tax receivable 345 170
Other 113 192
$ 4,246 $ 6,110

The receivable balances are net of an allowance for doubtful accounts of $539 at December 31, 2000 and $768 at December 31, 1999.

Note 4: Inventories
December 31, December 31,
2000 1999
Raw materials and components $ 3,837 $ 2,685
Work-in-progress 377 68
Finished goods 2,318 931
$ 6,532 $ 3,684

The inventory balances are net of a provision for excess and obsolete inventory of $801 at December 31, 2000 and $720 at December 31, 1999.

Note 5: Capital Assets
December 31, 2000 December 31, 1999
Accumulated Accumulated
Cost Amortization Net Cost Amortization Net
Computer and ancillary

equipment $ 4838 $ 3474 $ 1364 $ 4477 $ 2613 $ 1864

Production, research and
development equipment 2,305 1,557 748 2,165 1,091 1,074
Leasehold improvements 42 3 39 - - -
Furniture and fixtures 536 237 299 512 183 329
Product tooling 1,135 778 357 875 581 294
Equipment under capital lease 1,161 376 785 1,641 554 1,087
$ 10017 $ 6425 $ 3,592 § 9670 § 5022 $ 4,648

On January 29, 1999, the Company concluded a sale/leaseback arrangement by which the Calgary facility, including certain adjacent land, with a carrying
value of $5,812 at time of sale, was sold for net proceeds of $6,922, resulting in a gain of $1,110. The gain on the sale of the facility has been deferred

and is being amortized over the ten year term of the lease.

In a separate transaction, on September 24, 1999, the Company sold its remaining land, with a carrying value of $474 at time of sale, for net proceeds

of $652, resulting in a gain of $178.

Note 6: Intangible Assets

Intangible assets, comprised primarily of patents and purchased technology, are net of accumulated amortization of $2,386 at December 31, 2000

and $1,704 at December 31, 1999.
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Note 7: Deferred Development Costs

In the year ended December 31, 2000, the Company deferred $757 of development costs related to the development of a certified aviation GPS
receiver, compared to $1,275 in 1999 and $528 in 1998. The Company will start amortizing these deferred costs upon the commercialization of

the receiver, expected in 2001.

Note 8: Bank Advances

At December 31, 2000, lines of credit were available with the HSBC Bank Canada and the Toronto Dominion Bank. The lines of credit are payable on
demand and are secured by $4,160 of short-term investments held as compensating balances. The bank advances bear interest at the banks' prime

rate on Canadian dollar advances.

In aggregate, the Company can borrow up to $1,650 for day-to-day operating requirements and $2,830 to support the margin requirements related to the
purchase of up to US$7,500 of forward foreign exchange contracts. At December 31, 2000, portions of the lines of credit were utilized to support $219 of
letters of credit ($665 at December 31, 1999) and the margin requirements on US$3,500 in forward foreign exchange contracts leaving $1,431 available for
day-to-day operating requirements and the margin capacity necessary to enter into an additional US$4,000 in forward foreign exchange contracts.

On January 26, 2001, the Company revised its credit line with the HSBC Bank Canada which reduced the Company's aggregate limit for purchasing forward foreign
exchange contracts from US$7,500 to US$6,500.

Note 9: Commitments and Contingencies

a) At December 31, 2000, purchase commitments were outstanding for approximately $7,200 pertaining primarily to the acquisition of inventory, supplies

and services.

b) The facilities and certain computer equipment, office equipment and furniture are leased for various periods up to 2009. Payments under the leasing

arrangements are as follows:

Capital Operating
Leases Leases
2001 $ 256 $ 940
2002 256 872
2003 64 844
2004 - 930
2005 - 937
2006 and beyond - 2,905
Total future minimum lease payments 576 $ 7.428
Less: imputed interest (6.8%) (41)
Balance of capital lease obligations 535
Less: current portion (228)
Capital lease obligations - long-term portion $ 307

c) As at December 31, 2000, intangible assets included $768 related to the Company's settlement agreement with Trimble Navigation Limited

(Trimble). This settlement agreement with Trimble includes a provision that Trimble may, at its sole option, terminate rights granted thereunder,
including licenses, should the Company undergo a direct change in control. The share acquisition by BSC in 1998 constitutes a change of control
for purposes of the settlement agreement. However, the Company has received no notice of termination from Trimble and believes that Trimble
will not terminate these licenses and rights. Accordingly, the Company has not provided for any impairment of these intangible assets as at

December 31, 2000.
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d) The Company is subject to legal proceedings and other claims which arise in the ordinary course of its business. The Company has sought
legal advice on these matters. In the opinion of management, the ultimate liability with respect to the resolution of these actions is not
expected to materially affect the financial position or results of operations.

Note 10: Financial Instruments

In the normal course of business, the Company uses foreign currency options and forward foreign currency contracts to reduce its exposure to
fluctuations in the U.S. dollar to Canadian dollar exchange rates. The contracts are normally for terms of up to twelve months and are used as hedges
of the Company's net U.S. dollar cash requirements. Gains and losses arising on these financial instruments are offset against the gains and losses
arising on the maturity of the underlying transactions.

At December 31, 2000, the Company has foreign currency options and forward foreign currency contracts to sell US$3,500 between January 1, 2001
and June 29, 2001 at rates between $0.6622 and $0.6814. In addition, at December 31, 2000, the Company has entered into forward foreign currency
contracts obligating it to buy US$2,500 between March 31, 2001 and June 29, 2001 at rates between $0.6476 and $0.6775. Had these contracts been
settled on December 31, 2000, an additional loss of $1 would have been recognized.

The carrying values of other financial instruments, which include short-term investments, accounts receivable, related party receivables, related party
notes receivable, accounts payable, related party payables and notes payable approximate their fair value because of the near-term maturity of these
instruments. The carrying value of capital lease obligations approximate their fair value, as the imputed interest rates on these obligations approximate
market rates.

Note 11: Shareholders’” Equity
The Company has authorized an unlimited number of common shares, of which 7,678 are outstanding as of December 31, 2000 (7,674 in 1999 and 1998).

On February 7, 1997, the Company completed an initial public offering of its common shares. The Company issued 2,470 common shares at a price of US$7.50
per share, which increased shareholders' equity by $22,058, after deducting underwriters' discounts of $1,749 and expenses related to the offering of $1,174.

Net income (loss) per share figures presented in the financial statements are based upon the weighted average number of shares outstanding. Fully diluted
net income (loss) per share figures assume the exercise of options, if dilutive, effective on their dates of issue and that the funds derived therefrom would
have been invested at an annual rate of return of 5.8% for 2000, and 5% for 1999 and 1998.

The Company maintains stock option plans for employees and members of the Board of Directors. Under the plans, participants are granted options to
purchase common shares at no less than the market value on the date of the grant. The options have vesting periods ranging from three to four years
and expire ten years from the date of the grant. As of December 31, 2000, the Company has authorized the granting of up to 1,101 options to purchase
common shares of the Company under the stock option plans, of which 8 had been exercised.
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A summary of the status of the Company's stock option plans as of December 31, 2000, 1999 and 1998, and changes during the years ending
on those dates is presented below:

2000 1999 1998
Weighted- Weighted- Weighted-
Number Average Number Average Number Average
Options of Shares  Exercise Price of Shares Exercise Price of Shares Exercise Price
Outstanding at
beginning of year 938 US$ 6.37 892 Us$ 7.62 854 US$ 7.55
Granted 105 3.07 208 1.38 274 7.75
Exercised (4) 1.95 - - (4) 7.50
Forfeited (85) 4.54 (162) 6.85 (232) 7.54
Outstanding at
end of year 954 6.19 938 6.37 892 7.62
Options exercisable at
end of year 697 US$ 7.09 409 US$ 7.59 264 US$ 7.54

The following table summarizes information about the stock option plans as of December 31, 2000:

Options Outstanding Options Exercisable
Weighted-Average
Range of Number Remaining Weighted-Average Number  Weighted-Average

Exercise Prices Outstanding  Contractual Life Exercise Price Exercisable Exercise Price
US$7.50 to $11.25 712 6.5 years US$7.62 643 US$7.59

$3.06 to $3.44 83 9.1 3.07 4 3.06

$1.38 159 8.2 1.38 50 1.38

$1.38 to $11.25 954 7.0 US$6.19 697 US$7.09

In January 2001, the Company granted an additional 144 options, with an exercise price of US$1.69, to employees and directors. Further on February 2, 2001,
in connection with the reorganization of the Company's senior management, 241 options with a weighted average exercise price of US$7.42 were forfeited.

Note 12: Major Customers, Export Sales and Suppliers

Certain major customers accounted for significant portions of the sales from continuing operations. The table below reflects customers whose purchases
represented more than 10% of the Company's total revenues in any of the periods indicated.

Sales by Major Customer
Year Ended December 31,

2000 1999 1998
Customer A $ 7,211 $ 4014 $ -
Customer B 2,663 - -
Customer C 568 1,870 5,222
$ 10,442 $ 5884 $ 5222

Percentage of total revenue 42% 24% 24%

Accounts receivable and related party receivables related to these major customers at December 31 were $1,905 in 2000 and $1,943 in 1999.
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Sales by Geographic Market
Year Ended December 31,

2000 1999 1998
USA $10,555 43% $10,079 42% $ 8,493 40%
Europe 3,776 15% 4,645 19% 2,382 11%
Asia/Australia 7,944 32% 5,745 249% 8,690 400%
Canada 2,337 9% 3,003 12% 1,743 8%
Other 231 1% 754 3% 259 1%
$24,843 100% $24,226 100% $21,567 100%

Certain of the Company's products incorporate components that are either procured from sole source suppliers or which are in short supply. In the
opinion of management, the Company has taken measures to mitigate the risk associated with the availability of these components.

Note 13: Other Expense

Year Ended December 31,

2000 1999 1998

Employee termination costs $  (695) $  (213) $  (400)
Foreign exchange (13) (211) 104
Gain on sale of land - 178 -
Miscellaneous (61) 42 60
$  (769) $  (204) $  (236)

The 2000 employee termination costs include $548 related to the reorganization of the Company's senior management.
Note 14: Income Taxes

As described in Note 2, effective January 1, 2000, the Company changed its policy for accounting for income taxes by adopting the liability method of
accounting for income tax. The new accounting policy was applied retroactively without restatement of prior period financial statements and had no
impact on the financial position and reported results of operations for any current or prior periods.

Temporary differences that give rise to future income tax assets and liabilities as of December 31, 2000 are as follows:

December 31, 2000

Future income tax assets

Loss carryforwards $ 14,500
Scientific research deductions and credits 58,500
Reserves not currently deductible for tax 1,000
Capital assets 500
Deferred gain on sale of building 350
Share issue costs 100
74,950

Future income tax liabilities
Intangible assets (1,000)
Deferred development costs (500)
Leased assets (100)
(1,600)
Valuation allowance (73,350)
$ _
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a) Canadian Income Taxes

At December 31, 2000, losses were available for Canadian income tax purposes that can be carried forward to reduce future Canadian
taxable income. These losses expire as follows:

2004 $ 31,100
2005 -
2006 1,400

$ 32,500

In addition, the Company has approximately $136 million of research and development costs deducted in the accounts, in excess of amounts claimed
for Canadian income tax purposes.

The Company also has unutilized investment tax credits of $6.5 million available to reduce future Canadian income taxes. These credits expire as follows:

2001 $ 800
2002 -
2003 1,200
2004 1,600
2005 700
2006 400
2007 100
2008 800
2009 400
2010 500

$ 6,500

The Company has determined that BSC's acquisition of a majority of the common shares of the Company on April 17, 1998, BAE SYSTEMS p.l.c!s acquisition
of the majority of the common shares of BSC on November 29, 1999 and ONCAP L.P's proposed acquisition of the common shares of BSC in 2001, constitute

acquisitions-of-control of the Company for Canadian income tax purposes. Accordingly, the availability of certain of the Company's Canadian losses,
deductions, and investment tax credits may be subject to limitation.

The ultimate availability and amount of the losses and other tax benefits described above may be dependent upon future Canada Customs and Revenue
Agency audits. An adverse determination could result in a significant decrease in the availability and amount of the tax benefits described above.

b) U.S. Income Taxes

The Company's U.S. subsidiaries file a consolidated U.S. federal income tax return. They have net operating loss carryforwards totalling approximately
US$38.0 million which expire in 2007 and 2008. However, these operating loss carryforwards will be substantially limited due to the BSC, BAE SYSTEMS
p.l.c. and ONCAP L.P. acquisitions-of-control.
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Note 15: Related Party Transactions

In the normal course of business, the Company had the following transactions, measured at the exchange amount, with its related parties:

Year Ended December 31,

2000 1999 1998
Product sales to Point, Inc. $ 1,732 $ 1,165 $ -
Services provided to Point, Inc. 266 169 -
Royalty income from Point, Inc. 149 74 -
Development costs charged by Point, Inc. - 567 -
Inventory purchases from BSC 41 177 38
Contracted development costs charged by BSC 320 233 77
Product sales to BSC - 47 -
Other charges from BSC 39 -
Other charges from Point, Inc. 1 - -

Significant related party receivables at December 31, 2000 consist of $1,143 from Point, Inc. ($1,308 at December 31, 1999). Related party payables at
December 31, 2000 were comprised of amounts due to BSC of $555 ($151 at December 31, 1999) and $13 to Point, Inc. ($127 at December 31, 1999).

The related party notes receivable of $1,426 reflect the Company's proportionate joint venture interest in the aggregate borrowings by Point, Inc. from NovAtel
and Sokkia Co., Ltd. of US$3,650. The loans were repayable on December 31, 2000, are secured by the assets of Point, Inc. and bear interest at the U.S. prime
rate. On January 18, 2001, NovAtel and Sokkia Co., Ltd. extended the loans to December 31, 2001 and set the interest rate at 6%.

Note 16: Investment in Point, Inc.
On July 20, 1999, the Company and Sokkia Co., Ltd. formed a joint venture, Point, Inc,, to distribute GPS based products for surveying, mapping, geographical informati
systems, construction and construction machine control applications, on a world-wide basis. The Company acquired a proportionate 49% joint venture interest in Point

for $311, net of cash acquired. The consolidated financial statements presented herein include the Company's proportionate share of the accounts of Point, Inc.

The following is a summary of the Company's proportionate share of the financial position, operating results, and cash flows of Point, Inc.:

Year Ended December 31,

2000 1999
Current assets $ 2,679 $ 2,577
Non-current assets 70 106
Total assets $ 2,749 $ 2,683
Current liabilities $ 2,524 $ 1,220
Long-term liabilities - -
Total liabilities $ 2,524 $ 1,220
Revenues $ 5,750 $ 2,907
Expenses 8,083 2,873
Net (loss) income $  (2,333) $ 34
Cash provided by (used in)
Operating activities $  (2,268) $  (1,003)
Investing activities $ (48) $ -
Financing activities $ 1,426 $ 738

Included in current liabilities is the Company's share of notes payable by Point, Inc. to Sokkia Co., Ltd., in the amount of $1,426. The notes were
repayable on December 31, 2000, are secured by the assets of Point, Inc. and bear interest at the U.S. prime rate.

On January 18, 2001, the Company and Sokkia Co., Ltd., extended the notes payable to December 31, 2001 and set the interest rate at 6%.
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Note 17: Consolidated Statements of Cash Flows
The net changes in non-cash working capital related to operations include:

Year Ended December 31,

2000 1999 1998
Decrease (increase) in accounts receivable and related party
receivables $ 2,039 $ (2,093) $  (619)
(Increase) in inventories (2,848) (274) (1,529)
(Increase) decrease in prepaid expenses and deposits (109) 36 (184)
Increase (decrease) in accounts payable, accrued liabilities and
related party payables 1,689 908 (2,001)
Increase in deferred revenue 245 - -
Increase in provision for future warranty costs 22 136 50
Net change in non-cash working capital 1,038 (1,287) (4,283)
Non-cash working capital items related to divestitures (16) (949) 87
Net change in non-cash working capital related to operations $ 1,022 $ (2,236) $ (4,196)

Note 18: Discontinued Operations

a) Wireless Access Products (WAP) Divestiture

On November 3, 1995, the Company sold its WAP division and its manufacturing operations in Calgary to Harris Canada, Inc. (Harris). The purchase price
was subject to an adjustment based on a post-closing audit of the balance sheet of the divested operations. The post-closing audit of the balance sheet
was completed on December 23, 1999, resulting in a purchase price adjustment of $2,336. As the Company had previously provided for a potential

adjustment of $3,320, the balance of the provision of $949, after interest and miscellaneous costs, was recognized as income from discontinued
operations in 1999.

b) Personal Communications Products (PCP) Divestiture

On August 21, 1996, the Company sold the inventory, prepaid expenses, capital assets and technology related to the PCP group to a group of companies

controlled by NovAtel Wireless, Inc. (NWI), an unrelated party. The purchaser assumed all PCP warranty obligations, purchase order commitments and
certain customer commitments.

At the time of the divestiture, proceeds from the sale included cash of $1,419, a 15% equity interest in NWI and notes receivable of $2,055, resulting
in a net gain on divestiture of $2,705 after expenses. Of this gain, $778 was recognized at closing and $1,927 was recognized in 1997 upon final
collection of the notes receivable and the sale of the 15% equity interest in NWI to a former shareholder.

In 1998, the Company received additional proceeds of $710 as deferred contingent consideration which increased the cumulative net gain on
divestiture of the PCP group to $3,415.
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¢) Inclusion of Discontinued Operations in Consolidated Financial Statements

The discontinued operations are substantially comprised of the results of the former WAP division and its manufacturing operations and the
former PCP division. The net income from discontinued operations for the following years is set forth below:

Year Ended December 31,

2000 1999 1998

Revenues $ - $ - $ 512
Operating expenses (recoveries) 12 - (74)
Other income 28 - -
Income before gain on divestitures 16 - 586
Gain on divestitures - 949 718
Net income from discontinued operations $ 16 $ 949 $ 1304

Accounts payable as at December 31, 2000 includes $ nil related to discontinued operations ($466 at December 31, 1999).

Note 19: Subsequent Events

On January 26, 2001, the Company acquired a 48.7% equity interest in Mezure, Inc. (Mezure), in exchange for consideration of US$400 previously
advanced to Mezure and charged to the Company's operations in 2000. In addition, in January 2001, the Company entered into agreements with Mezure
to provide US$200 in loans to Mezure. These loans would be advanced between January 5 and March 31, 2001, and if not repaid by June 30, 2001, would

be convertible into an additional equity interest in Mezure at the Company's option. The loans are secured by the assets of Mezure and bear interest at
the U.S. prime rate.

Note 20: Differences between Canadian and United States Generally
Accepted Accounting Principles

The consolidated financial statements have been prepared in accordance with generally accepted accounting principles in Canada (Canadian GAAP or
Canadian principles). The significant differences from U.S. generally accepted accounting principles (U.S. GAAP or U.S. principles) are as follows:

a) Revenue Recognition

In December 1999, the U.S. Securities and Exchange Commission (SEC) issued Staff Accounting Bulletin (SAB) 101, Revenue Recognition in Financial

Statements, which provides guidance related to revenue recognition based on the interpretations and practices of the SEC. The Company believes that its
existing revenue recognition policies are in accordance with the guidance provided in SAB 101.

b) Deferred Development Costs

In the year ended December 31, 2000, the Company deferred $757 of development costs ($1,275 in 1999 and $528 in 1998) in accordance with
Canadian GAAP. Under U.S. GAAP, these costs would be expensed as incurred as research and development costs.

¢) Derivatives and Hedging Activities

The Company has entered into foreign exchange options and forward contracts to manage its exposure to foreign currency fluctuations. Under
Canadian GAAP, any gains or losses on these financial instruments would be recognized in the period the underlying anticipated transactions occur.
Under U.S. GAAP, these financial instruments would be recorded at fair value at the ending date of each reporting period, resulting in an additional

loss of $21 in 2000, an additional income of $329 in 1999 and an additional loss of $308 in 1998 under U.S. principles.

In June 1998, the FASB issued SFAS 133, "Accounting for Derivative Instruments and Hedging Activities” subsequently amended by SFAS 137 and

SFAS 138. These pronouncements establish accounting and reporting standards for derivative instruments, including certain derivative
instruments embedded in other contracts, and for hedging activities. They require companies to recognize all derivatives as either assets or
liabilities on the balance sheet and measure those instruments at fair value. Gains or losses resulting from changes in the value of those
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derivatives would be accounted for depending on the use of the derivative and whether it qualifies for hedge accounting. Had the Company
prepared its consolidated financial statements in accordance with U.S. GAAP, it would have applied the pronouncements of SFAS 133, 137
and 138 effective January 1, 2001, on a prospective basis without restatement of prior period financial statements. The adoption of these

accounting standards would not have had a material effect on the Company's financial position as of January 1, 2001.

d) Investnent in Point, Inc.
The accounts of the Company's 49% joint venture interest in Point, Inc. are proportionately consolidated as required under Canadian GAAP. Under

U.S. GAAP, proportionate consolidation is not permitted, and the Company's investment in Point, Inc. would be accounted for using the equity
method. As permitted by Securities and Exchange Commission guidance, the effects of this difference in accounting principles have not been reflected

in the accompanying tables.

e) Income Taxes

Effective January 1, 2000, the Company adopted the liability method of income tax accounting for Canadian GAAP, which is consistent with the accounting

required under U.S. principles. However, in 1999 and 1998, the Company accounted for income taxes for Canadian GAAP under the deferral method. In 1999
and 1998, under U.S. principles, deferred income taxes would be recognized, at enacted rates, to reflect the future effects of tax carryforwards and temporary

differences arising between the tax bases of assets and liabilities and their financial reporting amounts at each balance sheet date.

If U.S. GAAP had been followed in 1999 and 1998, the Company would also have recorded the tax benefits attributable to the estimated Canadian net
operating loss carryforwards, research and development costs and unutilised investment tax credits of approximately $178 million and U.S. net operating
loss carryforwards of approximately US$38 million, available to offset future taxable income, subject to certain limitations. However, the Company would
also have established a full valuation allowance against the calculated tax benefits, since it is uncertain whether any of these tax benefits would have
been realized. As no significant income taxes were payable other than large corporations tax, and as a full valuation allowance would have been recorded
against the deferred tax assets as determined under U.S. GAAP, this difference between Canadian and U.S. GAAP had no effect on the Company's consolidated

financial statements presented herein.

) Comprehensive Income
Under U.S. GAAP, during 1998, the Company would have been required to adopt SFAS 130, "Reporting Comprehensive Income”. Had the Company adopted SFAS
130 during 1998, it would not have reported any significant items within comprehensive income for the years ended December 31, 2000, 1999 and 1998.
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g) Summary of the Differences Between Canadian and U.S. GAAP
The effects of the above-noted differences between Canadian and U.S. GAAP on the statements of operations and on the balance sheets are as follows:

Year Ended December 31,

2000 1999 1998

Net loss from continuing operations - Canadian GAAP $ (2,811) $ (1,983) $ (3,634)
Adjustments to U.S. GAAP

Deferred development costs (757) (1,275) (528)

Fair value of financial instruments (21) 329 (308)

Net loss from continuing operations - U.S. GAAP $ (3,589) $ (2,929 $ (4,470

Net income from discontinued operations - Canadian GAAP $ 16 $ 949 $ 1,304

Adjustments to U.S. GAAP - - -

Net income from discontinued operations - U.S. GAAP $ 16 $ 949 $ 1,304

Net loss - U.S. GAAP $ (3,573) $ (1,980) $ (3,166)

Year Ended December 31,

2000 1999
Total Assets
Canadian GAAP $ 28,830 $ 29,204
Adjustments to U.S. GAAP
Deferred development costs (2,560) (1,803)
Fair value of financial instruments (1) 21
U.S. GAAP $ 26,269 $ 27,422
Total Shareholders' Equity
Canadian GAAP $ 18,969 $ 21,752
Adjustments to U.S. GAAP
Deferred development costs (2,560) (1,803)
Fair value of financial instruments (1) 21
U.S. GAAP $ 16,408 $ 19,970

b) Net Income/Loss per Share
Under Canadian GAAP, the net income (loss) per share is calculated on a "basic” and on a “fully diluted” basis. The fully diluted net income (loss) per
share incorporates the potential dilutive effect of the stock options outstanding under the Company's stock option plans.

Under U.S. GAAP, net income (loss) per share is calculated on a "basic" and “diluted” basis. Diluted net income (loss) per share includes the potential
dilutive effect of the outstanding stock options under certain conditions, which differ from the conditions applicable under Canadian GAAP.
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Net income (loss) per share as computed under Canadian and U.S. principles is as set forth below for the following periods:

Year Ended December 31,

Canadian GAAP U.S. GAAP
Net Income (Loss) per Share - Basic Net Income (Loss) per Share - Basic
2000 1999 1998 2000 1999 1998
Continuing operations $ (037) $ (0.26) $ (0.47) $ (0.47) $ (0.39) $ (0.58)
Discontinued operations 0.01 0.13 0.17 0.00 0.12 0.17
Net income (loss) per share $ (036) $ (0.13) $ (0.30) $ (0.47) $ (0.26) $ (0.41)
Net Income (Loss) per Share - Net Income (Loss) per Share -

Fully Diluted Diluted
2000 1999 1998 2000 1999 1998
Continuing operations $ (037) $ (0.26) $ (0.47) $ (0.47) $ (0.39) $ (0.58)
Discontinued operations 0.01 0.13 0.17 0.00 0.12 0.17
Net income (loss) per share $ (036) $ (0.13) $ (0.30) $ (0.47) $ (0.26) $ (0.41)

The weighted average number of shares used in the computation of diluted net income (loss) per share under U.S. principles for the year ended December
31, 2000 would have been increased by 117 shares (30 shares in 1999 and 31 shares in 1998) to reflect the dilutive effect of options where the average
market price of the Company's common shares exceeded the options' exercise price.

i) Stock-Based Compensation

Statement of Financial Accounting Standards (SFAS) 123 "Accounting for Stock-Based Compensation” establishes a fair value based method of accounting
for stock-based compensation. Companies have the option of including the effect of this pronouncement in determining their net income, or alternatively,
may continue to apply the accounting provisions of APB Opinion 25, but must comply with the disclosure requirements of SFAS 123. Had the Company
prepared its consolidated financial statements in accordance with U.S. GAAP, the Company would have accounted for its stock-based compensation in
accordance with APB Opinion 25.

At December 31, 2000, the Company had issued to employees and directors 954 options (938 in 1999 and 892 in 1998) to purchase common shares under
its stock-based compensation plans (see Note 11). As the Company applies APB Opinion 25 and related Interpretations in accounting for its plans, no
compensation cost would have been recognized within the statement of operations under U.S. principles in 2000, 1999 and 1998. Had compensation cost
for the Company's stock-based compensation plans been determined based on the fair value of the options at the grant dates, the Company's pro forma
net income (loss) from continuing operations and net income (loss) per share would have been as follows:

Year Ended December 31,

2000 1999 1998
Net loss from continuing operations As reported $ (3,589) $  (2929) $ (4,470
(US. GAAP) Pro forma $ (4314) $ (4415 $ (5892)
Basic net income (loss) per share from As reported $ (0.47) $ (0.38) $ (0.58)
continuing operations (U.S. GAAP) Pro forma $ (0.56) $ (0.58) $  (0.77)
Diluted net income (loss) per share from As reported $ (0.47) $ (0.38) $ (0.58)
continuing operations (U.S. GAAP) Pro forma $ (0.56) $ (0.58) $  (0.77)

The fair value of each option granted is estimated using the Black-Scholes option pricing model with the following weighted-average
assumptions used for options granted in 2000, 1999 and 1998: dividend yield of 0%; expected lives of 10 years; expected volatility of 143%
in 2000, 66% in 1999 and 66% in 1998; and risk free interest rates of 5.8% in 2000, 5.0% in 1999 and 5.5% in 1998.
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SHAREHOLDER

INFORMATION

Directors
(as at December 31, 2000)

W, James Close+

Chairman of the Board

(President and Chief Executive Officer,
BAE SYSTEMS CANADA INC.)

Richard D. Orman+*

Vice Chairman and Director
(Chairman and Chief Executive Officer,
Hemisphere International Inc.)

Pierre Y. Ducros+
Director
(President, P. Ducros & Associés)

Horst J. Pudwill
Director
(Chairman, TechTronic Industries Co. Ltd.)

Joel A. Schleicher*
Director
(Private Investor)

Gregory A. Yeldon*

Director

(Vice President and Chief Financial Officer,
BAE SYSTEMS CANADA INC.)

*Audit and Finance Committee
+Compensation Committee

Executive Officers

David E. Vaughn
President, Chief Executive Officer
(since February 26, 2001)

Werner Gartner
Executive Vice President,
Chief Financial Officer

Headquarters

NovAtel Inc.

1120 - 68th Avenue N.E.
Calgary, Alberta, Canada
T2E 8S5

Telephone: 403-295-4500
Fax: 403-295-0230

Investor Relations and requests for 20-F:
403-295-4532, ir@novatel.ca

Website: www.novatel.ca
Transfer Agent

ChaseMellon Shareholder Services, L.L.C.
Shareholder Relations

P.0. Box 3315

South Hackensack, NY, U.S.A. 07606

or

85 Challenger Road

Ridgefield Park, NJ, U.S.A. 07660
Telephone: 800-522-6645

TDD for Hearing Impaired: 800-231-5469
Foreign Shareholders: 201-329-8660
TDD Foreign Shareholders: 201-329-8354
Website: www.mellon-investor.com

Stock Exchange
Listing

Listed on The Nasdaq Stock Market
Stock Symbol: NGPS

Independent
Auditors

Arthur Andersen LLP
Chartered Accountants
Calgary, Alberta, Canada
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NovAtel Inc.

1120 - 68th Avenue N.E.
Calgary, Alberta, Canada

_@_

www.novatel.ca

MARKET
INFORMATION

The Company's common shares have been listed on
The Nasdaq Stock Market® since February 7, 1997.
The following are the price ranges as reported by The
Nasdaq Stock Market® for the periods indicated.

High Low

Year Ended December 31, 2000

First Quarter $10.500 $ 2.500
Second Quarter $ 5750 $ 2.500
Third Quarter $ 6.625 $ 3.094
Fourth Quarter $ 4000 $ 1.188
Year Ended December 31, 1999

First Quarter $ 2750 $ 1.250
Second Quarter $ 2750 $ 1.250
Third Quarter $ 2000 $ 1.000
Fourth Quarter $ 3813 $ 1.313
Year Ended December 31, 1998

First Quarter $10.750 $ 6.375
Second Quarter $ 10.063 $ 4.250
Third Quarter $ 5000 $ 1.875
Fourth Quarter $ 3625 $ 1.313
Year Ended December 31, 1997

First Quarter (from 2/4/97) $ 8.000 $ 5.250
Second Quarter $ 7875 $ 4.500
Third Quarter $ 11.000 $ 6.000
Fourth Quarter $12375 $ 6.125

The Company has not historically paid cash dividends.
The Company does not anticipate paying any cash
dividends in the forseeable future.

Certain statements in this Annual Report constitute forward-looking
statements within the meaning of the Private Securities Litigation
Reform Act of 1995. Such forward-looking statements involve known
and unknown risks, uncertainties and other factors that may cause the
actual results, performance or achievements of the Company, or
developments in the Company's industry, to differ materially from the
anticipated results, performance or achievements expressed or implied
by such forward-looking statements. Such factors include, but are not
limited to, operating results of subsidiaries and joint ventures, establishing
and maintaining effective distribution channels, certification and market
acceptance of the Company's new products, impact and timing of large
orders, pricing pressures in the market and other competitive factors,
maintaining technological leadership, timing of revenue recognition in
connection with certain contracts, the ability to maintain supply of
products from subcontract manufacturers, the procurement of components
to build products, and the impact of industry consolidations, together
with the other risks and uncertainties described in public filings.
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