
Interim Results 2002-2003

Phil Cartmell CEO
Richard Amos Finance Director

December 2002



Running Order

� Highlights

� Financial and Business Review

� Strategy and Outlook



Highlights



Financial Highlights

� Profitability improved

� Pre-exceptional PBT from continuing operations £0.7m

(2001: £0.3m)

� Organic turnover growth 3%

� Order book remains strong

� £37.9m compared to £38.8m at Oct 2001

� Debt reduced to £5.3m (Oct 2001: £7.7m)



Behind the Numbers……..

� Results demonstrate success of focusing on core business in

Space and Defence

� strong organic revenue growth and margin improvement

� Progress made in Public Sector businesses

� healthcare business doubled compared to same period last year

� government and healthcare businesses integrated

� Commercial business restructured

� disposed of Dutch process automation business

� aviation and learning businesses integrated with defence training



Financial and Business
Review



Summary Profit & Loss Account
£k H1 2002-2003 H1 2001-2002

Turnover Continuing operations 16,735 16,230
Discontinued operations 655 1,342
Total 17,390 17,572

Operating Profi t Continuing operations 926 567
Discontinued operations (171) 104
Total 755 671



Turnover by Business Unit
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Space

� Turnover up 10% to £7.7m
(2001: £7.0m)

� staff numbers up 5% to 200

� Order intake £7.0m
(2001: £5.1m)

� Major success with £3m ground
segment prime contract for ESA

� Margin decreased slightly from
H1 2001-2002

� H1 investment in business
development

� Strong performance in Germany
� launch of MSG satellite

� Rosetta launch planned for second
half

� progress on Galileo

� more business won at EUMETSAT

� UK improved over period
� slow start to half

� Aden project started in August

� Consulting study won for ESA

� Disappointing progress in US



Government & Defence

� Turnover up 9% to £7.2m
(2001: £6.6m)

� despite staff numbers decreasing
by 25 to 175

� Order intake £8.1m
(2001: £8.7m)

� significant increase in small
contract award level

� 2001 included £5.5m from
Eurofighter

� Margin increased significantly
from H1 2001/02

� improved project efficiency

� closure of legacy low margin
projects

� Training
� first major marine contract for

BAE Systems

� good progress in Germany -
£1.6m of contracts won in period

� Nimrod and Eurofighter contracts
continue on schedule

� Procurement support

� advising MoD on procurement of

training for operational

communications equipment

� continued progress on rates



Restructuring of Commercial Business

� Turnover from continuing
operations down 30% to £1.8m
(2001: £2.6m)

� Order intake £1.7m
(2001: £2.8m)

� Restructuring
� Healthcare integrated with

Government

� Learning and Aviation integrated
into Defence Training

� Process Automation disposed

� No longer separately reported

� Healthcare
� £0.7m contract won and delivered

for part of NHS to provide support
for major IT procurement initiative

� Learning and Aviation

� new framework agreement
signed with Consignia

� resource levels reduced to reflect

business activity level



Summary Profit & Loss Account
£k H1 2002-2003 H1 2001-2002

Turnover Continuing operations 16,735 16,230
Discontinued operations 655 1,342
Total 17,390 17,572

Operating Profi t Continuing operations 926 567
Discontinued operations (171) 104
Total 755 671

Interest (223) (313)

Pre-exceptional profit before tax 532 358



Exceptional Items

� Disposal of Dutch subsidiary - loss on disposal £4.7m
� process automation business - became loss-making in H1 - sold 2 September

� £0.4m disposal proceeds deferred for 3 years - will be accounted for when
received

� euro 0.4m secured working capital loan provided to new owners for 2 years

� loss of £4.7m on disposal, £0.8m net assets, £3.9m re-instated goodwill

� Goodwill impairment - write-down of £4.1m
� impairment exercise conducted at 31 October

� all commercial business goodwill written off - £4.1m

� £8.9m left relates to G&D consulting business



Summary Profit & Loss Account
£k H1 2002-2003 H1 2001-2002

Turnover Continuing operations 16,735 16,230
Discontinued operations 655 1,342
Total 17,390 17,572

Operating Profit Continuing operations 926 567
Discontinued operations (171) 104
Total 755 671

Interest (223) (313)

Pre-exceptional profi t before tax 532 358

Loss on disposal (4,654)

Other exceptionals (4,147) (297)

Goodwill amortisation (393) (393)

FRS3 Loss before tax (8,662) (332)

Tax (220) (19)

Loss after tax (8,882) (351)

Adjusted EPS from continuing operations 2.61p 1.27p



Cash Flow Statement

� Operating cashflow equals 0.9
times operating profit

� good collections on fixed price
projects offsets normal
seasonal outflow

� Headroom against facilities at
31 October - c.£3m

� Net asset covenant re-
negotiated following
exceptional losses in H1

� Bank supports capital
restructuring plan

£k H1 2002-2003 H1 2001-2002

From operating activities 1,007 (232)

Capex & investments (303) (173)

Interest and tax (218) (50)

486 (455)

Loan granted (250)

Movement in net debt 236 (455)

Net debt 5,340 7,745



31 October 2002 - £37.9m

Contracted Order Book

Year to April 2003
£13.4m

Year to April 2004
£11.4m

£11.0m

£13.4m £14.4m

31 October 2001 - £38.8m

Year to April 2005
£6.1m

Beyond April 2006
£7.0m



Strategy and Outlook



Strategy

� Overall strategy unchanged
� to develop as a business solutions provider

� Improve value generated per employee
� 1999 - 2000 £60k per person

� H1 02-03 annualised £72k per person

� Deliver profitable growth through focus
� on defined core competencies
� in selected market niches
� across manageable geographies
� to identified key clients



Growth Drivers - Space

� Market developments
� investment in European GPS system - Galileo
� Increased European launch rate

� Commercial pressures - opportunities
� on ESA
� on commercial operators

� VEGA specific opportunities
� geographic expansion
� growing reputation as high value consultant
� potential to be prime contractor

Control Simulation Learning Knowledge Security Procurement



Growth Drivers - Government & Defence

� Market developments
� Defence Training Review
� War on terror
� Political pressures on healthcare

� Commercial pressures - opportunities
� DPA objectives - “smarter, better, cheaper”
� e-Government opportunities

� VEGA specific opportunities
� expand marine and land presence
� S-CAT position
� X-listing, security and communications

Control Simulation Learning Security ProcurementKnowledge



Summary - on track

� 2002/3 – a year of challenges
� revenue growth - Space, Government and

Defence  - achieved and ongoing
� restructure Commercial business - completed

� Strategy moving forward
� drive VEGA’s core competencies
� strengthen market position – client driven
� reviewing in-organic opportunities



“Our established position in the Space,
Government and Defence sectors is a major
strength in the current economic climate, and we
continue to make good progress in growing our
business and improving profitability.”

Outlook

Andy Roberts
Chairman


