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MESSAGE FROM THE PRESIDENT

DEAR SHAREHOLDER,

Fiscal 2007 has been a year of transition for Mitec. The Company made several significant changes in
personnel, management and in work methods at all levels of the Corporation. Mitec is now a leaner, more
efficient Corporation.

When | started at Mitec just over one year ago, | knew | had significant hurdles in front of me. However, |
believed that Mitec's employees had the skills and the expertise to succeed. My first goal was to get Mitec's
costs of production in line with the industry standards. We effectively streamlined our costs by reducing our
headcount and more importantly, by driving operational excellence and boosting productivity throughout the
firm. With a lower cost of production in place, the second goal was to review Mitec's extensive product
offerings and cut unprofitable lines. The choices were difficult but requisite changes were made. As your CEO,
my focus turned to profit margins rather than just revenue. In the fourth quarter of fiscal 2007, the Company
doubled gross profit to $2.4 million, versus $1.2 million in the comparative period of 2006. These results speak
for themselves.

Going forward, Mitec intends to launch new “state of the art” products and grow the business through
acquisitions that fit overall corporate strategy. We will maintain lower operating costs and aggressively pursue
the creation and launch of potentially disruptive technologies. Excellence and quality will remain the focal point
in every product that Mitec manufactures.

Much has been achieved in this last year. The extensive changes to the culture and structure of the
organization, coupled with the team's hard work and dedication are instrumental to Mitec's success. | want
to thank the entire Mitec team for their support during this period of transition. By remaining focused on
maintaining lower costs while striving for technological excellence in our products, Mitec will be able to meet
the challenges of the future.

Sincerely

Gl

Dan Piergentili
President & C.E.CO.
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MANAGEMENT'S DISCUSSION AND ANALYSIS

This management's discussion and analysis (“"MD&A") includes a review of the financial condition of Mitec
Telecom Inc. (“Mitec” or the “Corporation”) and a review of operations for each of Mitec's operating
segments for the year ended on April 30, 2007 as compared to the years ended on April 30, 2006 and April
30, 2005.

This MD&A is intended to help the reader understand and assess the significant trends, risks and uncertainties
related to the results of operations for each business segment. It should be read in conjunction with the
audited consolidated financial statements dated April 30, 2007. Mitec's financial statements have been
prepared in accordance with Canadian generally accepted accounting principles (“GAAP"). All amounts in

this MD&A are in Canadian dollars unless otherwise indicated and considers information available until July

25, 2007.

FORWARD-LOOKING STATEMENTS

In the interest of providing shareholders and potential investors with information regarding Mitec, including
management's assessment of future plans and operations, certain statements in this MD&A are forward-
looking and are subject to the risks, uncertainties and other important factors that could cause the
Corporation's actual performance to differ materially from that expressed in or implied by such statements.

Such factors include, but are not limited to: the going concern uncertainty; the impact of general economic
conditions; industry conditions, including changes in laws and regulations; increased competition; the lack of
availability of qualified personnel or management; fluctuations in commodity prices; foreign exchange or
interest rates; stock market volatility; and the impact of accounting policies issued by Canadian standard
setters. Some of these items are further discussed in the Risk Factors section of our Annual Information Form
dated July 25, 2007.

Although the Corporation believes that the expectations conveyed by the forward-looking statements are
based upon information available on the date that such statements were made, there can be no assurance that
such expectations will prove to be correct. All subsequent forward-looking statements, whether written or
orally attributable to the Corporation or persons acting on its behalf, are expressly qualified in their entirety by
these cautionary statements.

APPROVAL OF CONSOLIDATED FINANCIAL STATEMENTS

Prior to publication, the Board of Directors, on the recommendation of the audit committee, approved Mitec's
annual consolidated financial statements.

OVERVIEW

Mitec Telecom Inc. was incorporated in 1972. Its activities, which consist of the design and manufacture of
telecommunication products, are divided into two core business segments: Telecommunications (“Telecom”)
and Satellite Communications (“Satcom”).
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The Telecom segment consists of designing, manufacturing and selling state-of-the-art radio-frequency (“RF")

conditioning and amplifier subsystems for cellular base stations. These components are distributed worldwide

and are integrated into high performing wireless communication infrastructures that enable voice, data/Internet
and ultimately multimedia communications.

The Satcom segment generates revenues from the design, manufacture and sale of RF components and
subsystems for Satellite Earth Stations used by direct-to-home TV service providers' very small aperture
terminal networks (VSAT).

Mitec's headquarters are in Pointe-Claire, Canada and the Corporation has another operation in Suzhou (China).
As at April 30, 2007, the Corporation's global workforce stood at 295 employees.

MAJOR EVENTS

Mitec announced some Board of Directors and senior management changes during the first quarter of Fiscal
2007. On May 12, 2006, the Board of Directors appointed Jeffrey A. Mandel as a member of Mitec's Board;
then, on July 28, 2006, David Scott stepped down as Chairman and Hubert Marleau was appointed to act as
Interim Chairman. On August 15, 2006, the Board of Directors appointed Daniel Piergentili as President and
Chief Executive Officer. With his appointment, Mr. Piergentili became a member of the Mitec Board of
Directors. Keith Findlay stepped down as President and Chief Executive Officer effective August 15, 2006 and
assumed a consulting role with the Corporation. In addition, on August 30, 2006, William B. Clift stepped down
as a Board member.

On August 28, 2006, the Corporation announced the filing of a final short form prospectus in each of the
provinces of Canada in connection with a rights offering to shareholders of record on September 8, 2006. In
connection with the rights offering, Mitec entered into a Stand-by Purchase Agreement with four different
purchasers who have agreed to buy a maximum of 35,000,000 common shares at a price of $0.10 per share to
the extent that rights were not exercised and subject to certain conditions. The four stand-by purchasers were
also granted the right to subscribe for up to 35,000,000 common shares by way of private placement, at a
price of $0.10 per share should the stand-by commitment not be required. In consideration for the stand-by
commitment, Mitec agreed to issue to the four stand-by purchasers an aggregate of 8,750,000 common
shares purchase warrants, each of the warrants entitling the holder to acquire one additional common share of
Mitec at a price of $0.10 per share for a period of two years. The stand-by purchasers were Howson Tattersall
Investment Counsel Limited, an insider by way of its current holdings of greater than 10%, Palos Capital Pool
L.P., Notre-Dame Capital Inc and Mi3 SD Inc., all of which were related by way of their association with Mitec
Board members, namely Hubert Marleau, Richard Groome and Jeffrey Mandel respectively. As the aggregate
number of common shares issuable to insiders of Mitec pursuant to the private placement and the common
shares purchase warrants was above the 10% threshold, and because the issue price of the shares and the
exercise price of the warrants were below the maximum discounts permitted by the Toronto Stock Exchange
without security approval, Mitec was relying on an exemption which was granted by the Toronto Stock
Exchange from the security holder approval requirements provided under section 604(e) of the TSX Company
Manual, on the basis of serious financial difficulty. Upon the recommendation of a special committee of
independent directors of Mitec, the Board of Directors of Mitec determined that Mitec was in serious financial
difficulty and that the rights offering, issuance of warrants to the stand-by purchasers and the subsequent
optional private placement were designed to improve its financial situation and were reasonable in the
circumstances.

On October 3, 2006, Mitec issued 43,682,181 common shares under its rights offering, the aggregate gross
proceeds stood at $4.4 million. Since gross proceeds exceeded $3.5 million, the Stand-by Agreement was not
called upon.
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On October 18, 2006, the Corporation closed a private placement and issued 35,000,000 new common shares
and 8,750,000 warrants for a cash consideration of $ 3.5 million. On October 20, 2007, Mitec's Vice President
of Finance and Chief Finance Officer, Stefano Bazzocchi also announced his resignation, effective the same
day; Bruno Dumais assumed Mr. Bazzocchi's responsibilities and was appointed Vice President of Finance.

On November 20, 2006, the Corporation announced that the General Manager of operations in China, Mr.
Marc Desjardins, was leaving the Corporation to pursue other activities and that Mr. Martin Caron would be
replacing Mr. Desjardins as General Manager of operations in China effective immediately.

On January 31, 2007, the Corporation announced that it was closing its US operations based in Reno, NV to
concentrate all North American operations in Montreal. Mitec also announced a strategic alliance with
Broadband Wireless LLC to develop Multi-Carrier High-Power Amplifier (MCPA) for the wireless infrastructure.

On March 30, 2007, the Corporation announced the completion of a private placement involving the sale of
19,289,779 common shares and 19,289,779 warrants under a private placement for gross proceeds of $3.5
million. The net proceeds were used for working capital and potential acquisition purposes.

RESTATEMENT OF FINANCIAL STATEMENTS

As part of the 2007 financial statement close process, the Corporation concluded that in prior periods it had
improperly translated its net investment in a self-sustaining foreign subsidiary. As a result of this error, the
Corporation has restated its consolidated financial statements as at and for the year ended April 30, 2006. The
effect of the restatement on the consolidated statement of operations of fiscal 2006 was an increase of the
foreign exchange expense, the loss from continuing operations before taxes, the loss from continuing
operations and the net loss of $ 0.4 million. The basic and diluted loss per common share from continuing
operations and the basic and diluted loss per common share also increased by $0.01.
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SELECTED QUARTERLY FINANCIAL INFORMATION

The following table presents selected financial information for the quarters of the current and past fiscal years:

2007 2006
Q4 Q3 Q2 Q1 Q4 Q3 Q2 Q1
(in thousands except per share data) $ $ $ $ $ $ $ $

Restated Restated Restated Restated

- Sales 7,757 8,536 8,838 8,676 10,350 11,350 9,518 13,292
- Gross profit 2,581 901 1,780 188 1,245 1,806 635 1,660
- SRA expenses 1,600 1,852 2,078 2,023 1,976 2,017 2,696 2458
- R&D expenses - net 1,049 1,405 1,793 2,022 1,949 1.849 1,694 1,843
- Government assistance - recovery

of non-refundable tax credits (814) — — — — — — —
- Amortization of intangible assets 250 249 398 497 541 527 525 525
- Financial expenses 68 47 5b 135 155 137 137 162
- Foreign exchange 625 (675) 77 33 113 219 287 480
- Interest income (4) (10) (9) (51) (87) (87) (38) (132)
- Write-down of property, plant and equipment — 8b — — 470 — — —
- Write-down of intangibles assets — 156 — — 363 — — —
- Services paid by the issuance of

stock options 30 57 368 64 58 113 103 569
- Restructuring and other expenses 196 190 1,342 — 231 57 281 1,195
- Income tax expenses (recovery) 814 — (67) (114) (149) (147) (149) (149)
* Loss from continuing operations (1,133) (2,555) (4,255) (4,421) (4,375) (2,879) (4,901) (5,291)
*Net loss (1,133) (2,555) (4,255) (4,429) (4.444) (2,901) (4,848) (5,374)

- Loss per share - basic and diluted:

— Continuing operations (0.01) (0.02) (0.04) (0.06) (0.06) (0.04) (0.06) (0.07)
—Net loss (0.01) (0.02) (0.04) (0.06) (0.06) (0.04) (0.06) (0.07)
- Total assets 33,324 34,770 38,769 36,086 46,972 49593 52,088 58,744
- Long-term debt 9568 1,083 1,665 1,734 1,911 2,085 2,264 2441
- Cash and cash equivalents and

short-term investments 6,361 6,364 8,251 3,985 11,667 13,088 13,689 17,2056
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FOURTH QUARTER RESULTS

SALES

During the fourth quarter results of 2007, revenues were $7.8 million compared to $10.4 million for the fourth
quarter of 2006. The decline in the Corporation's sales is attributable to decreased shipments from the
Telecom segment, down $3.5 million during the fourth quarter from the previous year. The decrease of the
revenue from the Telecom segment compared to the previous year was a result of the reduction in sales of
power amplifiers carrying negative margins. Revenue for the Satcom segment, which contributed 74% of total
revenues, increased by $0.9 million to $5.7 million, or 20%, compared to the fourth quarter of fiscal 2006, due

mostly to a larger penetration into the VSAT market.

Q4 Q3 Q2 Q1 Q4
(in thousands of dollars) 2007 2007 2007 2007 2006
Telecom 2,015 2,641 3.206 4,071 5,652
(% of total sales) 26.0% 30.9% 36.3% 46.9% 53.6%
Satcom 5,742 5895 5632 4605 4798
(% of total sales) 74.0% 69,1% 63,7% 53,1% 46.,4%
GROSS PROFIT
Gross profit for the fourth quarter of 2007 was $2.6 million or 33% compared to $1.2 million or 12 % for the
fourth quarter of 2006. The sales of products carrying a better margin combined with reduced variable
overhead costs explain the increase.
Q4 Q3 Q2 Q1 Q4
(in thousands of dollars) 2007 2007 2007 2007 2006
Telecom 543 (978) (27) (930) 69
% of Telecom sales 26.9% (37.0%) 0.0% (22.8%) 1.2%
Satcom 2,038 1,879 1,807 1,118 1,176
% of Satcom sales 35.5% 31.9% 32.1% 24.3% 24.5%

Gross profit in the Telecom segment increased $0.4 million from $0.1 million for the same period last year
to positive $0.5 million in fiscal 2007. This is a result of lower sales level of power amplifiers and new
technologies in the RF conditioning equipment which were carrying low gross margins.

Satcom gross profit increased by $0.9 million from $1.2 million in the fourth quarter of fiscal 2006 to $2.0
million in the fourth quarter of fiscal 2007. Gross margin increased from 24.5% to 35.5% due mainly to a

better penetration into the VSAT markets.
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RESEARCH AND DEVELOPMENT EXPENSES

Research and development costs were $1.0 million, prior to the recovery of non-refundable tax credits of
$0.8 million, compared to $1.9 million for the same quarter from the previous year. The decrease is attributable
to lower investments in the wireless sector further to the closing of the R&D facility in the United States.

SELLING AND ADMINISTRATIVE EXPENSES

The Corporation's selling and administrative expenses for the fourth quarter in fiscal 2007 decreased 27%
from $2.0 million to $1.5 million. The decrease was a consequence of the restructuring program.

FINANCIAL EXPENSES

Financial expenses were $0.1 million for the fourth quarter of fiscal 2007 as compared to $0.2 million in the
comparable quarter of fiscal 2006. This was a result of fewer short-term financial expenses following the
reimbursement of a bank loan.

AMORTIZATION OF INTANGIBLE ASSETS

The amortization of intangible assets decreased to $0.3 million in the fourth quarter of fiscal 2007 compared to
$0.5 million for the same period last fiscal year, following to the write-down of intangible assets in the telecom
segment in the prior year.

STOCK-BASED COMPENSATION

The amount of the expenses recorded this quarter was $30,000 compared to $58,000 for the same quarter
from the prior year.

RESTRUCTURING AND OTHER EXPENSES

The Corporation has recorded $0.2 million as restructuring costs in the current quarter as compared to the
same amount for the same period last year. The costs are associated with the severance and benefits further
to the departure of executive and non-executive employees.

LOSS FROM CONTINUING OPERATIONS

The loss from continuing operations for the fourth quarter ended on April 30, 2007 was $1.1 million, or $0.01
per share, an improvement of $3.3 million compared to a loss of $4.4 million, or $0.06 per share, for the same
quarter of the prior year. The decrease in the loss from continuing operations is attributable to the same
elements noted above. The increase of the weighted-average outstanding common shares impacted the loss
per share for the current fiscal year.

NET LOSS

The net loss for the fourth quarter of fiscal 2007 was $1.1 million, or $0.01 per share, as compared to $4.4
million, or $0.06 per share, in the fourth quarter of fiscal 2006. The decrease in the net loss is a result of better
gross profits generated from the operations combined with positive impacts from the restructuring program.
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EARNINGS BEFORE INTEREST, TAXES, DEPRECIATION AND AMORTIZATION

In addition to discussing earnings measures in accordance with Canadian GAAP, this MD&A provides earnings
before interest, income taxes, depreciation and amortization (“EBITDA") as a supplementary measure.
Depreciation and amortization include write-down of property, plant and equipment, intangibles assets or
deferred charges. Interest considers interest on bank indebtedness and interest on long-term debt reduced by
interest income. EBITDA is provided to assist readers in determining the ability of the Corporation to generate
cash from operations. EBITDA does not have a standardized meaning prescribed by Canadian GAAP and is
therefore unlikely to be comparable to similar measures presented by other companies.

The following table reconciles EBITDA to GAAP measures disclosed in the unaudited consolidated statements
of earnings of actual and most recent quarterly reports, it also considers the impact from specific items such
as the restructuring fees and the government assistance as recovery of non-refundable tax credits:

Q4 Q3 Q2 Q1 Q4
(in thousands of dollars) 2007 2007 2007 2007 2006
Restated
- Loss from continuing operations (1,133) (2,555) (4,255) (4,421) (4,375)
- Income taxes 814 — (67) (114) (149)
- Amortization and loss on write-down of property,
plant and equipment, intangible assets and
deferred charges 902 1,103 1,017 1,112 1,682
- Interest (12) 31 3b 64 44
- EBITDA from continuing operations 571 (1,421) (3,270) (3,359) (2,798)
- Effect of restructuring expenses and related write-
downs of inventories 196 1,176 1,342 — 231

- Effect of the recovery of non-refundable tax credits (814) — — — —

- EBITDA from continuing operations adjusted
for restructuring expenses and recovery of
non-refundable tax credits (47) (245) (1,928) (3,359) (2,567)
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SELECTED ANNUAL FINANCIAL INFORMATION

The following table presents selected financial information and is derived from our audited consolidated
financial statements for each of the three most recently completed financial years:

Years ended April 30

(in thousands except per share data) 2007 2006 2005
$ $ $
Restated Restated
- Sales 33,807 44,510 57,483
- Gross profit 5,450 5,346 5,405
- SRA expenses 7,453 9,147 12,303
-R&D expenses - net 6,269 7,33b 7,919
- Government assistance - recovery of non-refundable tax credits ~ (814) — —
- Amortization of intangible assets 1,394 2,118 2,239
- Financial Expenses 305 591 603
- Foreign exchange 160 1,099 641
- Interest income (74) (344) (395)
- Write-down of property, plant and equipment 8b 470 930
- Write-down of intangible assets 156 363 1,943
- Restructuring and other expenses 1,728 1,764 2,222
- Services paid by the issuance of stock options 519 843 1,212
- Income tax expenses (recovery) 633 (594) (379)
* Loss from continuing operations (12,364) (17,446) (23,833)
* Net loss (12,372) (17,567) (25,106)
- Loss per share - basic and diluted:
— Continuing operations (0.10) 0.23) (0.33)
—Net loss (0.10) 0.23) (0.34)
- Total assets 33,324 46,972 70,452
- Long-term debt 958 1,911 2,618
- Cash and cash equivalents and short-term investments 6,361 11,667 17,798

RESULTS OF OPERATIONS

FLUCTUATIONS IN OPERATING RESULTS

Our results of operations have fluctuated significantly from period to period in the past and are likely to do so

in the future. We anticipate that our quarterly and annual results of operations will be impacted for the

foreseeable future by several factors, including the acceptance by the market of newly developed products,
the progress of the cost-containment program on various fixed expenses, and the completion of various
partnership initiatives. Due to these fluctuations, we presently believe that the period-to-period comparisons of

our operating results are not a good indication of our future performance.
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SALES

For the twelve-month period ended April 30, 2007, consolidated sales reached $33.8 million down 24 %, or
$10.7 million, from the previous year. The decline in the Corporation's sales is attributable to decreased
shipments from the Telecom segment, down $12.6 million or 51% against the previous year. This is mainly
due to the declining demand for goods from previous platforms combined with the exit from certain sectors of
the power amplifiers markets. Revenue for the Satcom segment increased by $1.9 million to $21.9 million, or
10% compared to the previous fiscal year, due mostly to a larger penetration into the VSAT market.

GEOGRAPHICAL DISTRIBUTION REVENUE

North America Europe Asia Other
- 2007 44% 22% 26% 8%
- 2006 34% 35% 25% 6%
-+ 2005 41% 29% 26% 4%

The increase of Satcom sales in United States impacted positively the sales per geographic location. The
change in the geographic distribution of sales compared to fiscal 2006 considers the impact of $2.3 million
revenue attributable to the sale of excess inventories in Europe.

GROSS PROFIT

Gross profit for fiscal 2007 increased by $0.1 million from $5.3 million from the previous year and includes the
write-downs of $0.9 million in fiscal 2006 of wireless inventory located in Canada and United States; if the
write-downs were excluded, gross profit would have improved by $1.0 million. This significant increase prior to
the write-downs of inventory was a result of the exit from the sales of some products carrying negative
margins.

Gross profit in the Telecom segment decreased $1.1 million from negative $0.3 million for the same period last
year to negative $1.4 million in fiscal 2007. This is a result of lower sales level in power amplifiers and new
technologies in the RF conditioning equipment, which were carrying low gross margins and the impact of the
write-downs of inventories.

Satcom gross profit increased by $1.2 million from 5.6 million in fiscal 2006 to $6.8 million in the current fiscal
year. Gross margin increased from 28.1% to 31.3% due mainly to a better penetration into the VSAT markets
even though the Corporation had large excess capacity in its manufacturing sites.

RESEARCH AND DEVELOPMENT EXPENSES

Research and development expenses (R&D) net of investment tax credits for the current fiscal year decreased
15% from $7.3 million in fiscal 2006 to $6.3 million. The decrease is attributable to lower investments in the
wireless sector since products are entering final stages of approval and the closing of the research and
development center located in Reno. The Corporation is confident that the reduction in the R&D spending will
have low impact on the development of future products. The Corporation recorded in fiscal 2007 the recovery
of non-refundable tax credits as Government assistance in the amount of $0.8 million. Please refer to the
discussion on income tax later in this report and also refer to Note 16 of the audited consolidated financial
statements for the year ended April 30, 2007.

SELLING AND ADMINISTRATIVE EXPENSES

The Corporation's selling and administrative expenses for fiscal 2007 decreased 19% from $9.1 million to
$7.5 million. The decrease was a consequence of the cost containment and the restructuring programs.
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FINANCIAL EXPENSES

Financial expenses reached $0.3 million for the current fiscal year as compared to $0.6 million to the previous
one. This decrease was a result of fewer short-term financial expenses following the reimbursement of a bank
loan during the course of the year.

AMORTIZATION OF INTANGIBLE ASSETS

The amortization of intangible assets decreased $0.7 million to $1.4 million in fiscal 2007 compared to $2.1
million for the last fiscal year, following the write-down of intangible assets in the telecom segment in the
prior year.

STOCK-BASED COMPENSATION

The amount of the expense recorded totaled $0.5 million this fiscal year as compared to $0.8 million from the
previous year, the amount considers an amount of $0.1 million from the immediate vesting of options further
to the departure of some executives as compared to $0.5 million in the previous year.

WRITE-DOWN OF PROPERTY, PLANT AND EQUIPMENT

Management periodically reviews the property, plant and equipment carrying values in light of its strategic plan
and general business environment. During the year, further to the closing of its United States facility, the
Corporation recognized a write-down of net book value of $0.1 million.

WRITE-DOWN OF INTANGIBLE ASSETS

Management periodically reviews the carrying value of the intangible assets portfolio and considers whether
there is an indication of impairment. In the current year, it was determined that a write-down of $0.2 million
was required and was charged to income.

RESTRUCTURING AND OTHER EXPENSES

The Corporation recorded $1.7 million of severance as restructuring costs in the current fiscal year further to
the departure of executives and non-executive employees as compared to $1.2 million from the previous year.
The Corporation also decided to close its US operations, which related in restructuring charges of $0.1 million
related to a write-down of wireless inventories. The restructuring initiatives also lead the Corporation to write-
down $0.9 million of Telecom inventory located in Canada. The costs related to inventory write-downs were
included in the cost of sales. In fiscal 2006, restructuring costs were also considering $ 0.3 million as lease
termination costs and $0.2 million as financial consultant fees for the evaluation of strategic alternatives.

INCOME TAX

The Corporation recorded $0.6 million of income tax in 2007 as compared to recovery of $0.6 million in the
previous fiscal year due to recognition of previously unrecognized federal investment tax credits. Please refer
to note 16 of the audited consolidated financial statements for the year ended April 30, 2007.

LOSS FROM CONTINUING OPERATIONS

The loss from continuing operations for the year ended April 30, 2007 was $12.3 million, or $0.10 per share, an
improvement of $5.1 million compared to a loss of $17.4 million, or $0.23 per share, for the year ended April
2006. The decrease in the loss from continuing operations is attributable to the same elements noted above.
The increase of the weighted-average outstanding common shares impacted the loss per share for the current
fiscal year.
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DISCONTINUED OPERATIONS

Discontinued operations resulted in a loss of $8,000 resulting from the liquidation of the Swedish entities. The
Corporation is not carrying any more operations in Sweden further to the sale of its subsidiaries.

NET LOSS

The net loss for fiscal 2007 was $12.4 million, or $0.10 per share, as compared to $17.6 million, or $0.23 per
share, in fiscal 2006. The decrease in the net loss is a result of better gross profits generated from the
operations combined with positive impacts from the restructuring program.

LIQUIDITY AND CAPITAL RESOURCES

OPERATING ACTIVITY CASH FLOWS

2007 2006 2005

(Amounts in thousands except as otherwise indicated) $ $ $

Restated Restated

- Cash flow from operations before working capital changes (7,699) (10,394) (12,864)
- Net change in non-cash working capital balances related

to continuing operations (185) 5,210 7,696

- Cash flow used in operating activities (7,884) (5,184) (5,168)

Even though revenues were considerably lower, cash flow used in operating activities before working capital
changes improved by 26% from negative $10.4 million to negative $7.7 million for the current year compared
to the previous fiscal year, owing to further improvements in gross margins and cost containment program.
Cash used for operating activities totalled $7.9 million since the beginning of the year compared to $5.2 million
for the previous year, most of the difference relating to a lower positive impact from non-cash working capital
balance related to the operations.

As of July 6, 2006, the Corporation decided to reimburse its bank indebtedness. Since then, the Corporation
has decided not to enter into discussions with different banks.

INVESTING ACTIVITY CASH FLOWS

Cash flow provided in investing activities was $9.0 million for the year ended on April 30, 2007 compared to
$1.8 million for the previous year 2006, which relates mostly to the sale of short-term investments.

FINANCING ACTIVITY CASH FLOWS

Financing activities resulted in a net cash inflow of $3.4 million, further to the issuance of common shares and
warrants offset by the repayment of long-term debt, compared to an outflow of $0.4 million for the same
period in the past fiscal year.

RISKS AND UNCERTAINTIES

Mitec operates in industry segments that have a variety of risk factors and uncertainties. The Corporation's
business could be materially and adversely affected by any of the risks and uncertainties described below.
Additional risks and uncertainties not presently known to Mitec or presently or currently immaterial may also
adversely affect its business in the future.
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GOING CONCERN UNCERTAINTY

The accompanying consolidated financial statements have been prepared on a going concern basis. The going
concern basis of presentation assumes that the Corporation will continue in operation for the foreseeable
future and will be able to realize its assets and discharge its liabilities and commitments in the normal course
of business.

The Corporation has a history of losses over the past six years and currently does not have the necessary
financing in place to support continuing losses. Historically, the Corporation has financed its operating and
capital requirements mainly through issuances of debt and equity. The Corporation's continuation as a going
concern is dependant upon, amongst other things, attaining a satisfactory revenue level, the support of its
customers, a return to profitable operations and the generation of cash from operations, the ability to secure
new financing arrangements and new capital. These matters are dependent on a number of items outside of
the Corporation's control and there is significant uncertainty about the Corporation's ability to continue as a
going concern.

The consolidated financial statements do not reflect any adjustments that would be necessary if the going
concern basis was not appropriate. If the going concern basis was not appropriate for these consolidated
statements, significant adjustments would be necessary in the carrying value of assets and liabilities, the
reported expenses and the balance sheet classifications used.

Management's plans with respect to the uncertainties described are as follows:

1. Continue negotiations with potential lenders to obtain additional financing;
2. Approach potential investors to secure additional financing;

3. Investigate a range of alternatives for its Telecom and Satcom Business Units which could include asset
or business dispositions, and;

4. Rationalize operations to reduce expenses.

During the year ended on April 30, 2007, the following transactions, aimed at addressing the uncertainties
described above, occurred:

a. On October 3, 2006, the Corporation closed its rights offering and issued 43,682,181 common shares in
consideration of net cash proceeds of $4.2 million;

b. On October 18, 2006, the Corporation closed a private placement and issued 35,000,000 common shares
and 8,750,000 warrants in consideration of net cash proceeds of $3.3 million.

c. On January 31, 2007, the Corporation closed its US operations based in Reno, Nevada and entered into a
strategic alliance to develop MCPA for the wireless sector;

d. The Corporation also closed its presence in the United Kingdom; sales and marketing functions will now
be handled from the head office.

e. On March 30, 2007, the Corporation announced the completion of a private placement involving the sales
of 19 million units at $0.18 per unit for gross proceeds of $3.47 million, each unit being made of one
common share and one warrant. The net proceeds were used for working capital and potential
acquisition purposes.

Management believes that with the above plans and the continued support of the Corporation's current
shareholders and customers, it will be able to continue operating as a going concern. There can, however, be
no assurance that such plans will be sufficient to continue to operate as a going concern.
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INDUSTRY RISK

Our success in the commercial wireless market depends in large part on investments by our customers in
wireless infrastructure equipment. Because the commercial wireless market has only recently begun to
recover, it is difficult to predict the rate at which this market will grow, if at all. Our customers may reduce their
capital expenditures in response to current or anticipated reductions in consumer demand for their products
and services. If the current economic uncertainty continues, demand for our commercial wireless products
may be sharply reduced or may fail to develop, which would adversely affect our revenues. In addition, the
need to invest in the engineering, research and development and marketing required to penetrate markets and
maintain service support capabilities limits our ability to reduce expenses during downturns.

DEPENDENCE ON A FEW CUSTOMERS

The Corporation has exposure due to its reliance on certain large contracts and customers. In fiscal 2007, the
Corporation's two largest customers accounted for 43% of its sales. Although the Corporation invests
considerable effort in maintaining its relationships with its customers, there can be no assurance that Mitec
will be able to sell to such customers on an advantageous basis in the future, or that such customers will
continue to buy from Mitec. Any changes in their business strategies, changes in timing, or marketing issues,
could have a material financial impact on Mitec. Mitec is putting increasing emphasis on growing its customer
base, and diversifying its sales channels into each business sector, to mitigate this risk. Additionally, Mitec will
pursue a strategy of balanced growth, mainly to exploit the counter-cyclical nature of the Telecom and Satcom
businesses.

CUSTOMERS' BUSINESS

In general, our integrated components and subsystems must be custom designed for use in our customers'
products. As a result, we sell our products to a relatively small group of customers, and our products must be
specifically engineered for each customer. While we select our customers based on our assessment of their
ability to succeed in the marketplace, we cannot be sure of their success. If our customers are not successful,
the length of time required to re-engineer our product for another customer may delay our sales or prohibit us
from getting our products to the marketplace in a timely manner or at all. If, for any reason, our customers
decide to produce their RF and microwave subsystems and systems internally, increase the percentage of
their internal production, require us to participate in joint venture manufacturing or compete directly against us,
our revenues would decrease which would adversely impact our results of operations.

PRODUCTION RISK

Our quarterly results have varied significantly in the past and are likely to continue to vary significantly. These
fluctuations are due to a number of factors, including the following: timing, cancellation or rescheduling of
customer estimates for product; customer orders and shipments; pricing and mix of products sold;
introduction of new products; our ability to obtain components and subassemblies from suppliers; and
variations in manufacturing efficiencies. Any one of these factors could substantially affect our results of
operations for any particular fiscal quarter.

Also, in some cases, we rely on sole suppliers or limited groups of suppliers to provide us with services and

materials necessary for the manufacture of our products. If we are not able to obtain sufficient allocations of
these components, our production and shipment of product will be delayed, we may lose customers and our
profitability may be affected.

Other risks relating to our reliance on sole suppliers include reduced control over production costs, delivery
schedules, reliability and quality of materials. Any inability to obtain timely deliveries of acceptable quality
materials, or any other circumstances that would require us to seek alternative suppliers, could adversely
affect our ability to deliver products to our customers. While it is unlikely that costs from our major suppliers
will increase as costs are strictly managed through non-binding long-term agreements, if they did, we may
suffer losses if we are unable to recover such cost increases under fixed price production commitments to our
customers.
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OPERATIONAL RISK

The activities conducted by the Corporation are subject to operational risks, including competition from other
businesses, performance of key suppliers, product performance warranty, regulatory risks, successful
integration of new acquisitions, dependence on key personnel and reliance on information systems, all of
which could affect the Corporation's ability to meet its obligations.

TECHNOLOGICAL CHANGES

Mitec recognizes the need to stay on the leading edge of technology to satisfy the emerging needs of its
customers, and to secure revenue streams from existing customers while expanding into new markets. Our
R&D investment will remain an important element of our business, and will continue to be complemented by
externally sourced technology.

CASH REPATRIATION FROM FOREIGN SUBSIDIARY

The Corporation generates cash from its foreign subsidiary. The process to repatriate this cash back to Canada
is subject to government laws and could be restricted.

GENERAL ECONOMIC CONDITIONS

Unfavourable economic conditions may adversely affect the business of the Corporation. For example, the
curtailment of production activities due to unfavourable economic conditions could result in significant costs
associated with temporary layoffs or termination of employees.

FOREIGN EXCHANGE RATES

A significant portion of Mitec's sales is denominated in foreign currencies, primarily U.S. dollars and may be
adversely affected by any severe currency fluctuations.

ENVIRONMENTAL MATTERS

The Corporation's activities are subject to environmental laws and regulations associated with risks to human
health and the environment. Changes to these laws and regulations could have a significant adverse effect on
the Corporation's operations and financial situation. The Corporation monitors these risks through
environmental management systems and policies.

STOCK PRICE FLUCTUATION

The market price of our common stock, like the stock prices of many companies in the telecommunications
industry, is subject to wide fluctuation in response to a variety of factors, including: actual or anticipated
operating results; announcements of technological innovations; announcements of new products or new
contracts by us, our competitors or customers; government regulatory action; developments with respect to
wireless telecommmunications; and general market conditions and other factors. In addition, the stock market
has from time to time experienced significant price and volume fluctuations. These fluctuations have
particularly affected the market prices for the shares of technology companies and have often been unrelated
to the operating performance of particular companies. The market price of our common stock has been highly
volatile and may continue to be highly volatile.
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CONTRACTUAL OBLIGATIONS AND COMMITMENTS

The following is a summary of the Corporation's material contracts obligations:

Payments due per periods Total 1 year 2-3 years 4-5 years Over 5 years
(Amounts in thousands ) $ $ $ $ $
- Long-term debt 958 500 458 — —
- Operating leases 198 148 44 6 —
- Total contractual obligations 1,156 648 502 6 —

All data as at April 30, 2007

FINANCIAL INSTRUMENTS

In fiscal 2007, the Corporation didn't enter into foreign exchange contracts. During the previous year, the
Corporation had concluded five contracts to sell US $ 6.0 millions at an average rate of $1.169 per USS.

OFF-BALANCE SHEET ITEMS

The Corporation's off-balance sheet items relate to operating leases exclusively. Other than these
commitments, which are considered to be in the ordinary course of business, the Corporation does not have
any other off-balance sheet arrangements and do not expect to enter into any other such arrangements
outside of the ordinary course of our business in the near future.

CHANGES IN ACCOUNTING POLICIES

COMPREHENSIVE INCOME AND EQUITY

In January 2005, the CICA released new Handbook Section 1530, Comprehensive Income, and Section 3251,
Equity, effective for the annual and interim periods ended on or after January 1, 2007. Section 1530
establishes standards for reporting comprehensive income and its components. Section 3251 establishes
standards for the presentation of equity and changes in equity during the reporting period. The Corporation
believes that the adoption of this standard will not have a material impact on the consolidated results of
operations or financial position.

FINANCIAL INSTRUMENTS - RECOGNITION AND MEASUREMENT

In January 2005, the CICA released new Handbook Section 3855, Financial Instruments - Recognition and
Measurement, effective for the periods beginning on or after October 1, 2006. This new section prescribes
when a financial instrument is to be recognized on the balance sheet and at what amount, sometimes using
fair market value and other times using cost-based measures. It also specifies how financial instruments gains
and losses are to be presented and define financial instruments to include accounts receivable and payable,
loans, investments in debt and equity securities, and derivative contracts. The Corporation believes that the
adoption of this standard will not have a material impact on the consolidated results of operations or financial
position.
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HEDGES

In April 2005, the CICA released new Handbook Section 3865,0f the CICA handbook entitled “Hedges”,
effective for years beginning on or after October 1, 2006. This Section establishes standards for when and
how hedge accounting may be applied. Hedging is an activity designed to modify an entity's exposure to one
or more risks. Hedge accounting modifies the normal basis for recognizing the gains, losses, revenues and
expenses associated with a hedge item or a hedging item in an entity's income statement. It ensures that
counterbalancing gains, losses, revenues, and expenses are recognized in the same period. The Corporation
believes that the adoption of this standard will not have a material impact on our consolidated results of
operations or financial position.

ACCOUNTING CHANGES

In July 2006, the CICA issued changes to the CICA Handbook section 1506 entitled “Accounting Changes”.
The changes to this section particularly affect the following items: an entity would be permitted to change an
accounting policy only when it is required by a primary source of GAAP, or when the change results in a more
reliable and relevant presentation in the financial statements; changes in accounting policy should be applied
retroactively, except in cases where specific transitional provisions in a primary source of GAAP permit
otherwise or where application to comparative information is impractical (the standard provides specific
guidance as to what is considered impractical); expanded disclosures about the effects of changes in
accounting policy, estimates and errors on the financial statements and; disclosures of new primary source of
GAAP that have been issued but have not yet come into effect and have not yet been adopted by the entity.
Changes to this section are effective for interim and annual periods beginning on or after January 1, 2007 and
will be adopted by the Corporation in fiscal 2008.

SIGNIFICANT ACCOUNTING ESTIMATES AND PROVISIONS

The preparation of financial statements in accordance with generally accepted Canadian accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets,
liabilities, revenues and expenses and the disclosure of contingent assets and liabilities. The reported amounts
and note disclosures in the consolidated financial statements are determined using management's best
estimates based on assumptions that reflect the most probable set of economic conditions and planned
courses of action. Actual results, however, may differ from the estimates used in the consolidated financial
statements and such differences could be material. The Corporation's significant accounting policies are
discussed in Note 3 of the audited consolidated financial statements; critical estimates inherent in the
accounting policies are discussed in the following paragraphs.

INVENTORY VALUATION

The Corporation records a provision to reflect management's best estimate of the net realizable value of the
inventory. The provision is calculated considering inventory aging and current and future expectations with
respect to product offerings. Assumptions underlying the allowance for inventory obsolescence include future
sales trends and offerings. The estimate of the Corporation's allowance for inventory obsolescence could
materially change from period to period due to changes in product offering and customer acceptance of those
products. Management reviews the entire provision to assess whether, based on economic conditions, it is
adequate.

IMPAIRMENT OF LONG-LIVED ASSETS

The Corporation assesses the recoverability of long-lived assets when there are indications of potential
impairment. In performing this analysis, the Corporation considers such factors as current economic
conditions, trends and future prospects, current market value and other economic factors, in preparing its
estimated undiscounted future cash flows. These estimates could materially change the resulting cash flows
and estimated fair values usually based on discounted cash to determine impairment.
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ALLOWANCE FOR DOUBTFUL ACCOUNTS

The Corporation records an allowance for doubtful accounts to reflect Management's best estimate of losses
inherent to its portfolio of receivables as of the balance sheet date although the majority of its receivables are
insured. The calculation takes into consideration payment records, collection attempts, bankruptcy filings and
economic events. Management believes that the allowance of doubtful accounts is adequate to cover
anticipated losses under current conditions. However, significant deterioration in any of the above factors, or in
the health of the economy, could significantly change these expectations.

INCOME TAXES

The Corporation accounts for future income tax assets mainly from losses carried-forward and deductible
temporary differences. Management assesses and reviews the realization of these future income tax assets to
determine whether a valuation allowance or provision is required. Based on that assessment, it is determined
whether it is more likely than not that all or a portion of the future income tax assets will be realized. Factors
taken into account include future income based on internal forecasts, losses in recent years and their expiry
dates, history of losses carried-forward as well as reasonable tax planning strategies.

RESTRUCTURING PROVISION

When Management and the Board of Directors decide for strategic reasons to exit or streamline a facility, an
estimation of a restructuring provision is made. This would include severance costs to employees and
operating lease termination costs and any impairment of assets are recorded at the time the decision is taken.
As of April 30, 2007 and 2006, the restructuring provisions recorded were considered adequate.

WARRANTY PROVISION

The Corporation records a warranty provision on the sale of certain VSAT products, which contain active
components. This estimate is based on historical repair frequency and related costs. Management reviews the
provision on an on-going basis and the provisions at April 30, 2007 and 2006 were considered adequate.

STOCK-BASED COMPENSATION

The Corporation estimates the fair value of stock options granted to employees, officers and Directors. As at
April 30, 2007 a total of 6,206,450 stock options were outstanding, of which 3,338,384 were exercisable.
Effective May 1, 2004, the Corporation recorded the compensation expense for options granted based on their
fair value determined using the Black-Scholes option pricing model. Volatility of the Corporation's shares, the
prevailing risk-free interest rate, the expected dividend yield and the expected life of the options are estimates
made by Management considered in the calculation.

CONTINGENCIES AND COMMITMENTS

The Corporation is subject to various claims and contingencies related to lawsuits, taxes and contractual and
other commercial obligations. The contractual and other commercial obligations primarily relate to operating
lease agreements. The Corporation recognizes liabilities for contingencies and commitments when a loss is
probable and can be estimated. Significant changes as to the likelihood and estimates and estimates of a loss
could result in the recognition of an additional liability.

RELATED PARTY TRANSACTIONS

The Corporation paid $0.3 million of consulting fees to a company controlled by a Director.
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PROPOSED TRANSACTIONS

Mitec continually reviews opportunities for mergers, acquisitions and divestitures that could increase
shareholder value. At the present time, the Corporation has not entered into any definitive signed agreements
involving the acquisition or disposition by the Corporation of assets or businesses.

OUTLOOK

Management will remain focused on executing its restructuring plan and focusing its business on the existing
and new opportunities emanating from Telecom and Satcom markets.

DISCLOSURE CONTROLS AND PROCEDURES

The Chief Executive Officer and Chief Financial Officer, together with other members of management have
designed internal controls over financial reporting to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external purposes in accordance with GAAP.
Management assessed the design effectiveness of such controls as of April 30, 2007.

Based on the review the Corporation has identified some material weaknesses in its existing internal controls
over financial reporting and as a consequence, a number of entity level controls and process level controls
were assessed to be ineffective. Some of these deficiencies resulted in restatement of the prior year as
outlined in note 2 to the April 30, 2006 consolidated financial statements and numerous adjustments to the
fourth quarter 2007 financial statements and the quarters for the year ended on April 30, 2006. In reaching this
conclusion, the Corporation recognized the following factors.

1. The resignation of the CEO, CFO, and other senior management during the year, as well as a significant
loss of key finance department personnel, resulted in significant weaknesses in entity level controls in
respect of management review of financial results. This situation also resulted in material weaknesses in
various processes as a result of a lack of reviews and approvals.

2. An insufficient complement of personnel and personnel with an appropriate level of accounting
knowledge; experience and training in the application of generally accepted accounting principles,
commensurate with the Company's financial reporting requirements, complexity, and operating activities.

As a result of these weaknesses, there is a risk that a material misstatement would not be detected. The
Corporation plans to continue to review and make necessary changes to the overall design of its control
environment and expects to remediate material weaknesses in the 2008 fiscal year. To address the material
weaknesses, management will significantly expand its closing process to include additional analysis and other
post-closing procedures.

ADDITIONAL INFORMATION AND CONTINUOUS DISCLOSURE

This MD&A was prepared as of July 25, 2007. Updated information on Mitec, including the annual information
form, can be found on the SEDAR web site at www.sedar.com.

As of July 25, 2007, a total of 174,502,223 common shares and 27,914,779 warrants were issued and
outstanding, as well as a total of 6,206,450 stock options.
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CONSOLIDATED FINANCIAL STATEMENTS

MANAGEMENT'S RESPONSIBILITY

The accompanying consolidated financial statements and other financial information included in this annual
report are the responsibility of the management and have been approved by our Board of Directors.

These financial statements were prepared by management in accordance with Canadian generally accepted
accounting principles and necessarily include some amounts that are based on management's best estimates
and judgments where appropriate. Financial information included elsewhere in this annual report is consistent
with that in the financial statements. The Corporation's procedures and internal control systems are designed
to provide reasonable assurance that accounting records are reliable and to safeguard the Corporation's
assets.

The Audit Committee, consisting of all outside directors, is responsible for reviewing the consolidated financial
statements and Annual Report and recommending their approval to the Board of Directors. In order to fulfill its
responsibilities, the Audit Committee meets regularly with management and external auditors to discuss
internal control over the financial reporting process, significant accounting policies, other financial matters and
the results of the examination by the external auditors.

These consolidated financial statements have been audited by the external auditors Ernst & Young LLP,
Chartered Accountants, and their report is included herein.

s

Daniel Piergentili
President & Chief Executive Officer

Bruno Dumais, C.A.
Vice-President Finance & Chief Financial Officer
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AUDITORS' REPORT

To the Shareholders of
MITEC TELECOM INC.

We have audited the consolidated balance sheets of Mitec Telecom Inc. as at April 30, 2007 and 2006 and the
consolidated statements of operations, deficit and cash flows for the years then ended. These financial
statements are the responsibility of the Corporation's management. Our responsibility is to express an opinion
on these financial statements based on our audits.

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

In our opinion, these consolidated financial statements present fairly, in all material respects, the financial
position of the Corporation as at April 30, 2007 and 2006 and the results of its operations and its cash flows for
the years then ended in accordance with Canadian generally accepted accounting principles.

Our audit report dated July 6, 2006 has been withdrawn and as discussed in note 2 to the consolidated
financial statements, the consolidated financial statements as at April 30, 2006, and for the year then ended,
have been restated.

W‘?MJ/ P

Chartered Accountants
Montréal, Canada,

June 29, 2007
(except for note 2 which is as of July 11, 2007)

MITEC TELECOM INC. 21



ANNUAL REPORT 2007

Incorporated under the Canada Business Corporations Act
CONSOLIDATED BALANCE SHEETS

(note 1)
Years ended April 30
In thousands of Canadian dollars

2007 2006
$ $
Restated — note 2
ASSETS
Current
- Cash and cash equivalents (note 23 v) 6,286 1,468
- Short-term investments (note 6) 75 10,089
- Trade receivables (note b) 5,064 10,849
- Other receivables (note 7) 889 632
- Income taxes recoverable 1,112 1,075
- Inventories (note 8) 7,672 7,546
- Prepaid expenses and other 757 491
- Current assets related to discontinued operations (note 4) — 278
Total current assets 21,855 32,428
- Property, plant and equipment (note 9) 7,106 8,564
- Intangible assets (note 10) 2,365 3,851
- Investments (note 11) 750 —
- Deferred charges (note 12) 1,248 2,129
33,324 46,972
LIABILITIES AND SHAREHOLDERS' EQUITY
Current
- Bank indebtedness (note 13) — 6,016
- Accounts payable and accrued liabilities (note 17) 6,647 12,079
- Current portion of long-term debt (note 14) 500 953
- Current liabilities related to discontinued operations (note 4) — 63
Total current liabilities 7,147 19,111
- Long-term debt (note 14) 458 958
7.605 20,069
Shareholders' equity
- Common shares (note 15) 125,631 116,357
-Warrants (note 15) 1,311 —
- Contributed surplus (note 15) 8,645 8,126
- Deficit (108,951) (96,679)
- Cumulative translation adjustment (note 2) (917) (1,001)
Total shareholders' equity 25,719 26,903
33,324 46,972

Commitments and contingencies (note 18)
See accompanying notes

On behalf of the Board:

W

Director

J

Director
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CONSOLIDATED STATEMENTS OF OPERATIONS

(note 1)
Years ended April 30
In thousands of Canadian dollars, except per share data and number of shares

2007 2006
$ $
Restated - note 2
Sales (note 5) 33,807 44,510
- Cost of sales (notes 17 and 20) 28,357 39,164
Gross profit 5,450 5,346
Expenses (note 20)
- Research and development 6,633 7,826
- Government assistance (note 16) (364) (491)
- Net current research and development 6,269 7,335
- Government assistance — recovery of non-refundable tax credits (note 16) (814) —
5,455 7,335
- Selling and administrative 7,453 9,147
- Amortization of intangible assets 1,394 2,118
- Financial expenses (note 22) 3056 591
- Foreign exchange 160 1,099
- Interestincome (74) (344)
- Write-down of property, plant and equipment (note 9) 8b 470
- Write-down of intangible assets (note 10) 156 363
- Restructuring and other expenses (note 17) 1,728 1,764
- Stock-based compensation (notes 15 and 17) 519 843
17,181 23,386
- Loss from continuing operations before income taxes (11,731) (18,040)
- Income tax expenses (recovery) (note 16) 633 (594)
- Loss from continuing operations (12,364) (17,4486)
- Loss from discontinued operations (note 4) (8) (121)
Net loss for the year (12,372) (17,567)
Basic and diluted loss per common share from
continuing operations (0.10) (0.23)
- Basic and diluted loss per common share from
discontinued operations (0.00) (0.00)
Basic and diluted loss per common share (0.10) (0.23)
Weighted average number of outstanding common shares 121,903,323 76,405,263

See accompanying notes
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CONSOLIDATED STATEMENTS OF DEFICIT

(note 1)
Years ended April 30
In thousands of Canadian dollars

2007 2006
$ $
Restated — note 2

Deficit, beginning of year
- As previously reported (95,680) (78,517)
- Cumulative adjustment to prior years' foreign exchange losses (note 2) (899) (495)
- As restated (note 2) (96,579) (79,012)
- Net loss for the year (12,372) (17,567)
Deficit, end of year (108,951) (96,579)

See accompanying notes
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CONSOLIDATED STATEMENTS OF CASH FLOWS

(note 1)
Years ended April 30
In thousands of Canadian dollars
2007 2006
$ $

Restated —note 2

OPERATING ACTIVITIES
- Loss from continuing operations (12,364) (17,446)
- Add items not affecting cash

Amortization of property, plant and equipment, intangible

assets and deferred charges (note 20) 3,893 5,283
- Loss on disposal and write-down of property, plant and
equipment (note 9) 97 563
- Write-down of intangible assets (note 10) 156 363
- Stock-based compensation 519 843
(7.699) (10,394)
- Changes in non-cash working capital balances related to
continuing operations (note 20) (185H) 5,210
Cash flows used in operating activities (7,884) (5,184)

INVESTING ACTIVITIES

- Additions to property, plant and equipment (288) (309)
- Additions to intangible assets (32) (159)
- Proceeds on disposal of property, plant and equipment 76 142
- Purchases of short-term investments (3.117) (23,187)
- Sale of short-term investments 13,131 25,327
- Purchase of investments (note 11) (750) —
Cash flows provided in investing activities 9,020 1,814

FINANCING ACTIVITIES

- Increase in bank indebtedness 349 3,665
- Repayment of bank indebtedness (6,365) (3.327)
- Repayment of long-term debt (953) (707)
- Decrease of obligations under capital lease — (46)
- Issuance of common shares and warrants, net of issue costs (note 15) 10,398 —
Cash flows provided (used) by financing activities 3,429 (415)
- Effect of exchange rate fluctuations on cash and cash equivalents 46 bb
- Net increase (decrease) in cash and cash equivalents from continuing operations 4,611 (3,730)
- Cash provided (used) in discontinued operations (note 4) 207 (371)
- Cash and cash equivalents, beginning of year 1,468 5,669
Cash and cash equivalents, end of year 6,286 1,468

See accompanying notes
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

April 30, 2007 and 2006
All tabular amounts are in thousands of Canadian dollars, except per share and share data, unless
otherwise stated.

1. NATURE OF THE BUSINESS AND GOING CONCERN UNCERTAINTY

The Corporation is incorporated under the Canada Business Corporations Act and is a knowledge-based
communication equipment provider to the global wireless and satcom markets.

The accompanying consolidated financial statements have been prepared on a going concern basis. The going
concern basis of presentation assumes that the Corporation will continue in operation for the foreseeable
future and will be able to realize its assets and discharge its liabilities and commitments in the normal course
of business.

The Corporation has a history of losses over the past six years and currently does not have the necessary
financing in place to support continuing losses. Historically, the Corporation financed its operating and capital
requirements mainly through issuances of debt and equity. The Corporation's continuation as a going concern
is dependant upon, amongst other things, attaining a satisfactory revenue level, the support of its customers, a
return to profitable operations and the generation of cash from operations, the ability to secure new financing
arrangements and new capital. These matters are dependent on a number of items outside of the
Corporation's control and there is significant uncertainty about the Corporation's ability to continue as a going
concern.

The consolidated financial statements do not reflect any adjustments that would be necessary if the going
concern basis was not appropriate. If the going concern basis was not appropriate for these consolidated
statements, significant adjustments would be necessary in the carrying value of assets and liabilities, the
reported expenses, and the balance sheet classifications used.

Management's plans with respect to the uncertainties described are as follows:

1. Continuing negotiations with financial institutions to obtain additional financing;

2. Approaching potential investors to secure additional financing;

3. Investigating a range of alternatives to expand its Telecom and Satcom business units;

4. Rationalizing operations to reduce expenses.
Management believes that with the above plans and the continued support of the Corporation's current
shareholders and customers, they will be able to continue operating as a going concern in the foreseeable

future. There can, however, be no assurance that such plans will be sufficient to continue to operate as a
going concern,.
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2. RESTATEMENT

As part of the 2007 financial statement close process, the Corporation concluded that in prior periods it had
improperly translated its net investment in a self-sustaining foreign subsidiary. As a result of this error, the
Corporation has restated its consolidated financial statements as at and for the year ended April 30, 2006,
including the opening deficit for the portion of the correction that arose in periods prior to May 1, 2005.

The effect of the restatement, by line item, is as follows:
April 30, 2006

As previously reported Adjustments As Restated
$ $ $
Consolidated balance sheet
- Accounts payable and accrued liabilities 11,912 167 12,079
- Deficit (95,680) (899) (96,5679)
- Cumulative translation adjustment (1,733) 732 (1,001)
Consolidated statement of operations
- Foreign exchange 6956 404 1,099
- Loss from continuing operations before income taxes (17,636) (404) (18,040)
- Loss from continuing operations (17,042) (404) (17,446)
- Net loss for the year (17,163) (404) (17,667)
- Basic and diluted loss per common share from
continuing operations (0.22) (0.01) (0.23)
- Basic and diluted loss per common share (0.22) (0.01) (0.23)
Consolidated statement of cash flows
- Loss from continuing operations (17,042) (404) (17.446)
- Cash flows used in operating activities (4,780) (404) (5,184)
- Effect of exchange rate fluctuations on cash and cash equivalents (349) 404 bb

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

These consolidated financial statements have been prepared by management in accordance with Canadian
generally accepted accounting principles, the more significant of which are outlined below:

PRINCIPLES OF CONSOLIDATION

These consolidated financial statements include the accounts of the Corporation and its subsidiaries. All
significant inter-company accounts and transactions have been eliminated on consolidation.

USE OF ESTIMATES

The preparation of financial statements in conformity with Canadian generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities, the disclosure of contingent assets and liabilities at the dates of the consolidated financial statements,
and the reported amounts of revenues and expenses during the reporting periods. The reported amounts and
note disclosures are determined using management's best estimates based on the assumptions that reflect the
most probable set of economic conditions and planned course of action. Actual results could differ from the
estimates used in these consolidated financial statements and such differences could be material.
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GOVERNMENT ASSISTANCE AND INVESTMENT TAX CREDITS

Government assistance is recorded in the accounts when there is reasonable assurance that the Corporation
has complied with, and will continue to comply with, all conditions necessary to obtain the assistance.

The Corporation incurs research and development expenditures, which are eligible for investment tax credits.
The investment tax credits recorded are based on management's estimates of amounts expected to be
recovered and are subject to audit by taxation authorities.

Government assistance, including investment tax credits for scientific research and experimental
development, is reflected as a reduction in the cost of the assets or expenses to which it relates.

CASH AND CASH EQUIVALENTS

Included in cash and cash equivalents are cash and short-term investments with maturity dates of 90 days
or less at the date of acquisition.

SHORT-TERM INVESTMENTS

Short-term investments are recorded at the lower of cost and fair market value determined on a
portfolio basis.

INVENTORIES

Raw materials and purchased components are stated at the lower of cost on a first-in, first-out basis and
replacement cost. Work-in-process and finished goods are stated at the lower of cost, including overhead, on a
first-in, first-out basis and net realizable value.

PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment are recorded at cost less applicable investment tax credits and government

grants. Property, plant and equipment are amortized over their estimated useful lives using the following
methods and rates:

Method Rate
- Buildings Straight-line 20 years
- Machinery and equipment Declining balance 10% to 20%
- Leasehold improvements Straight-line Term of the lease
- Furniture and fixtures Declining balance 20%
- Tools and dies Straight-line 5 years
- Computer equipment Declining balance 30%
- Automobiles Declining balance 25%-30%
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INTANGIBLE ASSETS

Intangible assets are recorded at cost. Intangible assets are amortized over their useful lives using the
following methods and rates:

Method Rate
- Software Declining balance 30%
- Patented technology and trademarks Straight-line 10to 17 years
- Non-patented technology Straight-line 51to 10 years

IMPAIRMENT OF LONG-LIVED ASSETS

Property, plant and equipment and intangible assets are reviewed for impairment whenever events or changes
in circumstances indicate that the carrying value of an asset may not be recoverable. Management reviews the
carrying value of the assets and considers whether an impairment charge should be recorded. The review is
based on the assessment of technological changes, the Corporation's intended use and on the projected
estimated undiscounted cash flows expected to be generated from the underlying assets. Any impairment
results in a write-down of the assets and a charge to income during the year to the extent that the assets
carrying value exceeds its fair value, generally determined on a discounted cash flow basis.

DISPOSAL OF LONG-LIVED ASSETS AND DISCONTINUED OPERATIONS

Assets classified as held for sale are measured at the lower of carrying value and fair value less disposal costs.
Assets classified as held for sale are not amortized while classified as such. The results of operations of a
component of the Corporation that has been disposed of by either sale or abandonment are reported as
discontinued operations and comprise operations and cash flows that can be clearly distinguished,
operationally and for financial reporting purposes, from the rest of the Corporation.

DEFERRED CHARGES

Deferred charges consist of costs relating to obtaining long-term debt, the deferred loss and the rent-free
period related to a sale-leaseback transaction and deferred development costs. The deferred financing costs
are deferred and amortized over the term of the related debt using the effective yield method. The deferred
loss and rent-free period are amortized over the term of the related lease and the deferred developed costs
over 24 months following the first commercial sales.

INVESTMENTS

Investments in common shares of private companies, where the Corporation does not exercise significant
influence, are accounted for by the cost method whereby earnings are recognized only to the extent that
dividends are declared. Annually, or whenever events or changes in circumstances indicate, the Corporation
performs a review of its investments to determine if there has been other than temporary impairment in value.
Any impairment in value of the investment results in a write down, which is charged to income during the year.
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REVENUE RECOGNITION

The Corporation recognizes revenue when products are completed to the customer's specifications, are
shipped to the customer and collection is reasonably assured.

In addition, when the customer requests a bill and hold arrangement, revenue is recognized when the
customer is invoiced for goods that have been produced, packaged and made ready for shipment. These
goods are segregated from inventory which is available for sale, the risk of ownership of the goods is assumed
by the customer, and the terms and collection experience on the related billings are consistent with all other
sales.

RESEARCH AND DEVELOPMENT

Research costs, net of related investment tax credits, are expensed as incurred. Development expenditures,
net of tax credits, are capitalized, and included in deferred charges, when they meet the appropriate criteria for
capitalization in accordance with Canadian generally accepted accounting principles. Amortization of deferred
development costs commences with commercial production over the expected useful life of the product not
exceeding a 24-month period.

LEASES

Leases entered into by the Corporation in which substantially all of the benefits and risks of ownership are
transferred to the Corporation are recorded as capital leases and classified as capital assets and obligations
under capital lease. All other leases are classified as operating leases under which leasing costs are expensed
in the period in which they are incurred.

INCOME TAXES

The Corporation uses the liability method of accounting for income taxes. Under this method, future income
tax assets and liabilities are determined based on the differences between the financial reporting and tax
bases of assets and liabilities and are measured using substantively enacted tax rates and laws that are
expected to be in effect in the periods in which the future tax assets or liabilities are expected to be realized or
settled. A valuation allowance is provided to the extent that it is more likely than not that future income tax
assets will not be realized.

FOREIGN CURRENCY TRANSLATION

(a) Canadian operations

Monetary assets and liabilities denominated in foreign currencies are translated into Canadian dollars at rates
of exchange prevailing at the balance sheet date. Revenues and expenses are translated into Canadian dollars
at rates of exchange in effect. Exchange gains and losses arising from the translation of foreign currency items
are included in the determination of net income/loss.

(b) Foreign operations

The accounts of the Corporation's self-sustaining foreign subsidiaries are translated into Canadian dollars using
the exchange rates prevailing at the end of the period for assets and liabilities and the average exchange rates
during the period for revenue and expenses. The adjustment arising from the translation of these accounts has
been deferred and included in shareholders' equity as a cumulative translation adjustment. When there is a
reduction in the net investment of a self-sustaining foreign subsidiary, a proportionate amount of deferred
translation gains and losses is recognized in net income/loss.
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Accounts of the Corporation's integrated foreign subsidiaries are translated using the temporal method. Under
this method, monetary balance sheet items are translated at the rates of exchange in effect at year-end and
non-monetary items are translated at historical exchange rates. Revenues and expenses (other than
depreciation and amortization, which are translated at the same rates as the related assets) are translated at
the rates in effect on the transaction dates or at the average rates of exchange for the period. Translation gains
or losses are included in the statement of operations.

STOCK-BASED COMPENSATION AND OTHER STOCK-BASED PAYMENTS

The Corporation has a stock-based compensation plan, which is described in note 15. Effective May 1, 2004,
the Corporation applied the fair value method to expense all stock options awarded since May 1, 2002.
Options issued to employees, officers and directors are recognized as an expense over the vesting period.
Options issued to consultants are recognized as an expense at the earlier of the vesting date or over the
period over which the services are performed. The fair value is determined using the Black-Scholes option
pricing model. Any consideration paid by employees, officers and directors on exercise of stock options or
purchase of stock is credited to share capital.

For options issued prior to May 1, 2002, no compensation expense was or has been recognized for this plan
when stock or stock options were issued to employees, officers and directors.

DERIVATIVE FINANCIAL INSTRUMENTS

Derivative financial instruments are utilized by the Corporation in the management of its foreign currency
exposure. The Corporation's policy is not to utilize derivative financial instruments for trading or speculative
purposes.

The Corporation periodically enters into forward exchange contracts when it is appropriate. The Corporation
uses hedge accounting for these transactions where the hedge is judged effective and the required
documentation is maintained. During the year, no hedges were deemed effective and the derivatives were
recorded at fair value on the balance sheet with changes in fair value recorded in the statement of operations.
Changes in the fair values of the forward contracts partially offset the corresponding translation gains and
losses on the related foreign currency denominated monetary assets and liabilities.

FINANCIAL EXPENSES
Financial expenses include interest charges on bank and long-term indebtedness, bank charges and fees.
EARNINGS PER SHARE

Basic earnings (loss) per share is calculated using the weighted average number of shares outstanding during
the year. Diluted earnings (loss) per share is calculated using the treasury stock method, giving effect to the
exercise of all dilutive factors. The treasury stock method assumes that any proceeds that could be obtained
upon the exercise of options would be used to purchase common shares at the average market price during
the period.

CONSOLIDATION OF VARIABLE INTEREST ENTITIES

On May 1, 2005, the Corporation adopted the CICA's recommendations on Consolidation of Variable Interest
Entities ("VIEs"). These recommendations provide a new framework for identifying VIEs and determining
when a company should include the assets, liabilities and results of operations of VIEs in its consolidated
financial statements. Management has concluded that the Corporation did not have any significant variable
interests in VIEs as at April 30, 2007 or 2006.
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4. DISCONTINUED OPERATIONS

On May 8, 2003, the Board of Directors approved a plan to divest its Swedish subsidiary, Beve Electronics AB
("Beve"), which comprised of most of its Microwave sector. On August 29, 2003, the Corporation closed the
sale of the business of Beve, which comprised most of the Corporation's microwave segment, to Note AB, a
Swedish Company. The sale included inventory and equipment with a book value of approximately $7.4 million
and $0.6 million respectively for proceeds of $6.1 million. The proceeds from this sale directly reduced the
Corporation's bank indebtedness and were also used to pay trade creditors and accrued compensation. The
sale did not include the real estate assets, but the Corporation did sign long-term leases with Note AB. As a
result of the decision, the revenues and the results of Beve have been reported as discontinued activities in
the consolidated statements of operations. On July 1, 2005, the Corporation concluded the sale of its buildings
and reached an agreement to sell the land and as such, the Corporation reclassified its land, building and the
related long-term debt related to discontinued operations to short term. During 2007, the Corporation received
the proceeds from the sale of the land and sold its Swedish corporate entities.

For the twelve months ended April 30,

2007 2006
$ $
- Loss from discontinued operations (8) (121)
- The assets and liabilities of the discontinued operations are as follows:

As at April 30, As at April 30,
2007 2006
$ $
- Current assets — 278
— 278
- Current liabilities — 63
— 63

Cash flows from discontinued operations consist of cash provided from (used in):
- Operating activities (8) 3,959
- Financing activities — (4,296)
- Investing activities 2156 —
- Effect of exchange fluctuations on cash — (34)
- Increase (decrease) in cash and cash equivalents from discontinued operations 207 (371)

5. ECONOMIC DEPENDENCE AND CONCENTRATION OF CREDIT RISK

The Corporation sells products to customers primarily in Canada, the United States, Europe and Asia. The
Corporation performs on-going credit evaluations of customers and generally does not require collateral.
Allowances are maintained for potential credit losses. It is reasonably possible that the actual amount of loss, if
any, incurred on trade receivables will differ from management's estimate.

The foreign trade receivables of the Canadian operation are guaranteed by the Export Development
Corporation Canada ("EDC") and the Corporation's customer base comprises of many geographically
dispersed customers.
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Two customers accounted for 43% of sales for the year ended April 30, 2007 and 36% of trade receivables as
at April 30, 2007 (in 2006 - one customer accounted for 41% of sales and 43% of trade receivables as at April

30, 2006).

6. SHORT-TERM INVESTMENTS

Short-term investments are comprised of one (2006 - two) investment in commercial paper of a large

unrelated public company. The market value of this investment was $75,000 (2006 - $10,878,000).

7. OTHER RECEIVABLES

2007 2006
$ $
- Employee Advances 3 133
- Commodity taxes receivable 455 366
- Other taxes recoverable 212 108
- Other 219 25
889 632

8. INVENTORIES
2007 2006
$ $
- Raw materials and purchased components 5,16b 5,896
- Work-in-progress 1,333 1,183
- Finished goods 1,184 467
7,672 7.546

9. PROPERTY, PLANT AND EQUIPMENT

Cost Accumulated Net carrying
amortization value
$ $ $

As at April 30, 2007
- Machinery and equipment 17,925 12,307 5618
- Land and buildings 816 314 501
- Leasehold improvements 653 622 31
- Furniture and fixtures 2,134 1,749 3856
- Tools and dies 988 784 204
- Computer equipment 1,627 1,275 352
- Automobiles 79 64 15
24,221 17,115 7.106
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As at April 30, 2006

- Machinery and equipment 17,949 11,165 6,784
- Land and buildings 812 273 539
- Leasehold improvements 637 602 35
- Furniture and fixtures 2,128 1,647 481
- Tools and dies 907 713 194
- Computer equipment 1,622 1,141 481
- Automobiles 115 65 50

24,170 15,606 8,564

Management periodically reviews the property, plant and equipment carrying value in light of the Corporation's
strategic plan and general business environment. During 2007, the Corporation disposed of its property, plant
and equipment located in Reno (United States). Those assets had a net carrying value of $85,000 (cost of
$111,000 net of accumulated amortization of $26,000). In 2006, management determined that the write-off of
property, plant and equipment with a net carrying value of $470,000 (cost of $1,900,000 net of accumulated
amortization of $1,430,000) was required. The impairment test is performed using management's best
estimates of future cash flows and accordingly such estimates are subject to measurement uncertainty.

10. INTANGIBLE ASSETS

Cost Accumulated Net carrying
amortization value
$ $ $

As at April 30, 2007
- Software 4,418 3,672 746
- Patented technology and trademarks 93 27 66
- Non-patented technology 1,891 873 1,018
- Customer relationships 6,637 6,002 535
12,939 10,574 2,365

As at April 30, 2006
- Software 4,388 3,369 1,029
- Patented technology and trademarks 288 83 205
- Non-patented technology 1,891 586 1,305
- Customer relationships 6,537 5,225 1,312
- Acquired customer contract 158 158 —
13,262 9,411 3,851
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Management periodically reviews the carrying value of the intangible asset portfolio whenever there is an
indication of impairment. In 2007, a patent held in United Kingdom of $156,000 was written off.

In 2006, management determined that the carrying value of the customer relationship with specific customers
in the Telecom segment was impaired. An impairment charge in the amount of $350,000 was recorded. In
addition, the Corporation wrote-off certain software licenses which it no longer considered useful with a net
book value of $13,000 (cost of $429,000 net of accumulated amortization of $416,000). The impairment test is
performed using management's best estimates of future cash flows and accordingly such estimates are
subject to measurement uncertainty.

Included in cost of sales is nil ($97,000 in 2006) of amortization related to acquired customer contract.

11. INVESTMENTS

2007 2006

$ $

- Common shares of a private company, at cost 750 —
750 —

During the fourth quarter, the Corporation invested $750,000 in the common shares of a private company.
Some directors for the Corporation are also shareholders of the private company and own less than 10% of
the private company.

12. DEFERRED CHARGES

Cost Accumulated Net carrying
amortization value
$ $ $

As at April 30, 2007
- Deferred financing charges 647 486 161
- Deferred loss on sale and leaseback 995 713 282
- Deferred rent on sale and leaseback 2,840 2,03b 80bH
4,482 3,234 1,248

As at April 30, 2006
- Deferred financing charges 647 372 275
- Deferred loss on sale and leaseback 995 514 481
- Deferred rent on sale and leaseback 2,840 1,467 1,373
- Deferred development costs 1,065 1,065 —
5,547 3,418 2,129

MITEC TELECOM INC. 35



ANNUAL REPORT 2007

13. BANK INDEBTEDNESS

During 2007, the Corporation decided to reimburse and cancel its Credit Facility with a major Canadian
Chartered bank.

Credit Credit Interest
available used rate
$ $ $
As at April 30, 2007
Mitec Telecom Inc. — —
As at April 30, 2006
Mitec Telecom Inc. 6,000 6,016 Prime
6,000 6,016
14. LONG-TERM DEBT
2007 2006
$ $
a) Canadian bank term loan bearing interest at prime plus 0.75%
guaranteed by Investissement Québec, repaid in 2007 — 452
b) Investissement Québec term loan bearing interest at prime plus
3.5%, repayable in 60 monthly payments of capital and interest of $62,500 958 1,459
958 1,911
Less: Current portion 500 953
458 958

During 2007, the Corporation decided to reimburse and cancel its long-term credit facility with a major
Canadian chartered bank.

The required annual principal payments for each of the next two years are as follows:

$
-2008 500
-2009 458

The Corporation is required to comply with certain financial covenants with respect to its term loan with
Investissement Québec. At April 30, 2007, the Corporation has complied with these covenants.
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15. SHARE CAPITAL

AUTHORIZED

Unlimited number of preferred shares issuable in series and subject to such conditions as may be determined
by the Board of Directors.

Unlimited number of common shares.

ISSUED AND OUTSTANDING COMMON SHARES

As at April 30, 2007 As at April 30, 2006

# $ # $

Balance, beginning of year 76,405,263 116,357 76,405,263 116,357
- Changes during the year:

- Issued for cash (net of issue costs of $6 16) 97,971,960 9,258 — —

- Issued on exercise of warrants 125,000 16 — —

Balance, end of year 174,502,223 125,631 76,405,263 116,357

On October 3, 2006, the Corporation issued 43,682,181 common shares under a rights offering at a price of
$0.10 per share. The aggregate gross proceeds raised from the offering were $4.4 million and were reduced
by the issue costs of $215,000.

On October 18, 20086, the Corporation issued 35,000,000 common shares and 8,750,000 warrants under a
private placement. Each warrant entitles the holder to acquire one additional common share of the Corporation
at a price of $0.10 on or prior to October 3, 2008. The aggregate gross proceeds raised from the private
placement were $3.5 million and were reduced by the issue costs of $215,000. The net proceeds were
allocated between the common shares and warrants issued based on their relative values. The 8,750,000
warrants have been valued at $350,000 and were reduced by issue costs of $43,000 using the Blake-Scholes
options pricing model, which assumes an expected life of two years, volatility of 88%, risk-free interest rate of
4.08% and no dividend yield.

On March 30, 2007, the Corporation issued 19,289,779 common shares and 19,289,779 warrants under a
private placement. Each warrant entitles the holder to acquire one additional common share of the Corporation
at a price of $0.22. The aggregate gross proceeds raised from the private placement were $3.5 million, of
which $187,000 was receivable as of year-end, and were reduced by the issue costs of $337,000. The net
proceeds were allocated between the common shares and warrants issued based on their relative values. The
19,289,779 warrants were valued at $1,116,000 and were reduced by issue costs of $108,000 using the Black-
Scholes options pricing model, which assumes an expected life of two years, volatility of 95%, risk-free
interest rate of 3.96% and no dividend yield. The Corporation may oblige the exercise of the warrants if the
closing price of the Corporation's common shares is equal to or exceeds $0.35 for a period of 20 consecutive
trading days. Additional gross proceeds would amount to $4.2 million.
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WARRANTS

As at April 30, 2007 As at April 30, 2006

# $ # $

Balance, beginning of year — 3,077,132 1,129

- Issued for cash (net of issue costs of $156 1) 28,039,779 1,315 — —

- Exercised (125,000) (4) — —

- Expired — — (3,077,132) (1,129)
Balance, end of year 27,914,779 1,311 — —

Warrants outstanding are as follows:

EXERCISE PRICE

As at April 30, 2007

Expiry date #

-$0.10 October 3, 2008 8,625,000
-$0.22 March 30, 2009 19,289,779
27,914,779

The Corporation may oblige the exercise of the warrants issued on March 30, 2007 if the closing price of the
Corporation's common shares is equal to or exceeds $0.35 for a period of 20 consecutive trading days.

Additional gross proceeds would amount to $4.2 million.

On October 9, 2005, the warrants issued under a previous private placement expired and the value associated
with these warrants was transferred to contributed surplus.

EARNINGS PER SHARE

Weighted average number of common shares is as follows:

As at April 30, As at April 30,

2007 2006

# #

- Weighted average number of common shares outstanding 121,903,323 76,405,263
- Net effect of dilutive stock options and warrants 26,016,421 57,242
- Weighted average diluted number of common shares outstanding 147,919,744 76,462,505

For the periods ending April 30, 2007 and 2006, the effect of stock options and warrants potentially exercisable
on loss per common share was anti-dilutive, therefore basic and diluted loss per share are the same.

STOCK OPTION PLAN

The Corporation has in place a Stock Option Plan (the “Plan”) for the benefit of key employees, directors and
officers of the Corporation. On October 20, 2006, the shareholders approved an amendment to the stock
option plan, increasing the total number of options which may be issued under the plan by 3,000,000 common
shares for a total of 10,000,000 common shares. The number of common shares granted to a beneficiary and
the vesting period is determined at the discretion of the Board of Directors, which is normally no longer than

5 years.
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The exercise price of any option granted under the Plan is fixed by the Board of Directors at the time of the
grant based on the closing price per common share. The term of an option cannot exceed ten years from the
date of the grant. Options are not transferable and can only be exercised while the beneficiary remains an
employee, director or officer of the Corporation, except in certain circumstances approved by the Board.

As at April 30, 2007, there were 3,793,550 (4,201,254 in 2006) options available for issue under the plan.

The changes to the number of stock options granted by the Corporation, and their weighted average exercise
price are as follows:

As at April 30, 2007 As at April 30, 2006

# $ # $

Balance, beginning of year 2,403,500 1.76 3,703,850 1.69
- Granted 4,735,000 0.13 725,000 0.34
- Forfeited (812,600) 1.92 (2,025,350) 1.12
- Expired (119,450) 6.50 — —
Balance, end of year 6,206,450 0.41 2,403,500 1.76
Options exercisable at end of year 3,338,384 0.60 1,421,366 242

The weighted average grant date fair value of options granted in 2007 was $0.13 ($0.27 in 2006).

The fair value of options granted was determined using the Black-Scholes option pricing model with a volatility
of 98% (90% in 2006), a risk-free interest rate of 4.5% (5.75% in 2006), a dividend yield of nil and an expected
life of the option of five years.

Additional information concerning stock options outstanding as at April 30, 2007 is as follows:

EXERCISE PRICE Options Outstanding Options Exercisable
Weighted Weighted Weighted

average average average

exercise years to exercise

Number price expiry Number price

-$0.11t0$0.16 3,425,000 0.11 9.3 1,710,000 0.11
-$0.17t0 $0.25 1,310,000 0.19 4.8 322,000 0.19
-$0.26 t0 $0.39 676,000 0.33 4.6 567,334 0.33
-$0.80t0 $1.20 110,000 0.80 2.7 108,000 0.80
-$1.21t0$1.80 225,000 1.65 3.8 195,000 1.66
-$1.81t0%2.71 346,750 1.88 45 322,350 1.88
-$2.72t0 $4.06 61,500 3.69 3.0 61,500 3.69
-$4.07 t0 $9.00 52,200 6.59 1.0 52,200 6.59
6,206,450 0.41 7.1 3,338,384 0.60
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CONTRIBUTED SURPLUS

2007 2006

$ $

Balance, beginning of year 8,126 6,154
- Changes during the year:

- Stock-based compensation 519 843

- Warrants which expired during the year — 1,129

Balance, end of year 8,645 8,126

16. INCOME TAXES AND GOVERNMENT ASSISTANCE

(a) Significant components of the income tax expense (recovery) consist of the following:

2007 2006

$ $

- Current income tax expense before the following: 220 57

- Benefit of previously unrecognized losses and temporary differences (220) (57)

Currentincome tax expense — —
Future income tax recovery is made of:

- Recovery of previously recognized future tax liabilities (181) (594)

- Benefits of investment tax credits not previously recognized 814 —

Income tax expense (recovery) 633 (594)

(b) The income tax expense (recovery) reported differs from the amount computed by applying Canadian
income tax rates to income before income taxes. The reasons for the difference and the related tax
effects are as follows:

2007 2006
$ $
Loss from continuing operations before income taxes (11,731) (18,040)
Canadian statutory income tax rate 32.00% 32.00%
Expected income tax expense (recovery) (3,754) (5,773)
Adjustments
- Tax effect of non-deductible stock option compensation 166 270
- Recovery of previously recognized future tax liabilities (181) (594)
- Tax effect of non-deductible intangible asset amortization 86 149
- Effect of foreign tax rate differentials 9 (340)
- Tax credits and other amounts not taxable in Quebec (36) (49)
- Benefit of previously unrecognized losses and temporary differences (220) (57)
- Unrecognized benefit of losses and temporary differences 3,620 5,773
- Benefits of investment tax credits not previously recognized 814 —
- Other 229 27
Income tax expense (recovery) 633 (594)
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(c) The tax effects of temporary differences and net operating losses that give rise to future income tax
assets and liabilities are as follows:

2007 2006
$ $

Future income tax liabilities
- Carrying values of capital assets in excess of tax basis 16 27
- Investment tax credits — 58
- Deferred charges and other 133 229
Total future income tax liabilities 149 314
2007 2006
$ $

Future income tax assets

- Net operating losses carried forward 13,280 11,043
- Research and development expenditures carried forward 5,917 6,773
- Tax basis of capital assets in excess of carrying value 2,935 2,657
- Provisions, share issue costs and other 700 1,772
- Total future income tax assets 22,832 22,245
- Valuation allowance (22,683) (22,111)
149 133
- Future income tax liabilities in excess of future income tax assets — 181
- Recognized non-refundable investment tax credits — 181

Total future income tax assets — —

The Corporation has unrecognized losses carried forward of approximately $5,100,000 in the U.K. without
expiry, approximately $800,000 in China without expiry, approximately $35,000,000 in Canada, which expire in
the years 2009 to 2027, and approximately $3,000,000 in the United States which expire in the years 2020 to
2027. The Corporation also has available unrecognized research and development expenditures in Canada of
approximately $18,000,000.

In addition, the Corporation has deductible capital losses in Canada of approximately $17,000,000 which
have not been recognized in the future income tax assets described above. The Corporation also has available
unrecognized investment tax credits of approximately $4,000,000, which expire in the years 2011 through 2027.
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The Corporation has been audited by the Canada Revenue Agency (“CRA") with respect to 2001 and 2002
research and development services provided by a US subsidiary to the Corporation. The Corporation is also
being audited by CRA with respect to the 1999 to 2004 taxation years in respect of imputed interest on loans
made to foreign subsidiaries. In 2007, the Corporation received notices of reassessment and proposed
reassessments from the CRA. The notices of reassessment and proposed reassessments would increase
significantly the taxable income of the Corporation for those years.

These matters are under discussion with the CRA, and the Corporation believes it has taken adequate reserves
to address certain of these issues through the use of investment tax credits and a reduction of future tax
assets relating to net operating losses and research and development expenditures carried forward. However,
the Corporation believes that certain of the proposed changes are unfounded and it intends to oppose them.
The ultimate resolution could result in material adjustments to the amounts provided in the accounts.

GOVERNMENT ASSISTANCE

The Corporation incurred research and development expenditures some of which are eligible for refundable
investment tax credits. The investment tax credits recorded are based on management's estimates of
amounts expected to be recovered and are subject to audit by the taxation authorities and, accordingly, these
amounts may vary. The investment tax credits, recorded as a reduction of research and development
expenditures, were $364,000 ($491,000 in 2006).

17. RESTRUCTURING AND OTHER EXPENSES

In 2007, the Corporation decided to streamline its operations and to review the North American telecom
markets to be addressed. As a result of the review, management of the Corporation decided to further
streamline its fixed costs through the termination of employees in Montreal (Canada), the closing of its United
States Research and Development facility and its selling department located in United Kingdom. The
Corporation incurred severance costs related to executive and non-executive employees of $1,728,000 of
which the related unpaid balance of $94,000 was included in accounts payable and accrued liabilities at April
30, 2007. Further, the immediate vesting of options for these employees increased the stock-based
compensation expense in the current year by approximately $125,000. The Corporation also decided to close
its Reno (United States) facility, which resulted in a restructuring charge of $132,000 related to a write-down of
the inventory in addition to the write-off of property, plant and equipment (note 8). The restructuring initiatives
also lead the Corporation to write-down $853,000 of Telecom inventory located in Montreal (Canada). The
costs related to inventory write-downs were included in cost of sales. The Corporation will continue to benefit
from its non-patented technology related to the Telecom segment.

In 2006, the Corporation incurred additional lease termination costs at its New Jersey facility in the amount of
$348,000 and no longer has any rental obligations at this facility. In addition, the Corporation recorded and paid
termination costs related to certain executives amounting to $1,216,000. Further the immediate vesting of
these executives options increase the stock-based compensation expense in 2006 by approximately $490,000.
Also in 2006, the Corporation engaged an external financial consultant to aid it in the evaluation of certain
strategic alternatives and provided $200,000 for these services.

MITEC TELECOM INC. 42



ANNUAL REPORT 2007

18. COMMITMENTS AND CONTINGENCIES

(a) The Corporation and its subsidiaries are committed under operating leases for rental of properties and
equipment. Future minimum annual rentals are as follows:

$

2008 148
2009 22
2010 22
2011 6
198

(b) In January 1997, the Corporation received notice from attorneys for the residents of a house in Williston,
Vermont, of a potential claim alleging property damage and personal injury arising from the presence of
certain contaminants in the groundwater beneath their property. The notice alleged that the contaminants
came from sources located on a lot leased in the past by Mitec Systems Inc. In 1999, they filed a lawsuit
in Vermont against the Corporation and two related companies claiming unspecified personal injuries
and diminution in value for their residential property. The Corporation settled this legal action for
approximately $240,000 (US $175,000) and recorded the settlement and associated legal fees in 2004.
The Corporation is seeking restitution from its insurance company and the insurance company has
claimed recoupment of certain fees from the Corporation. On February 1, 2007, the Superior Court
entered judgment in favour of the insurance company in the amount of $189,073 plus interest from
February 1, 2007. The Corporation believes it has several strong arguments and appealed to the Vermont
Supreme Court. The outcome is presently not determinable and therefore no provision has been made
in the accounts.

In February 1999, the Corporation entered into an agreement with the State of Vermont whereby the
Corporation has agreed to perform a site investigation and the State has agreed to use its resources to
identify all individuals and entities potentially responsible for the site contamination. The State of Vermont
also requested that the United States Environmental Protection Agency cases its investigation of the site.
The site investigation undertaken by the Corporation has been concluded and the data and information
collected indicates that there are a number of other possible sources of groundwater contamination.

The State of Vermont has stated that it has no funding to undertake the next steps with respect to the
groundwater contamination and has asked the United States Environmental Protection Agency to revive
its investigation of the contamination. The United States Environmental Protection Agency (“USEPA")
has agreed to do so. By letter dated May 2007, the USEPA notified the Corporation that it was
considering the Corporation to be a potentially responsible party of the contamination. The Corporation
has hired U.S. legal counsel specializing in environmental matters to assess the merits of this potential
claim but the outcome is presently not determinable and therefore no provision has been made in

the accounts.

(c) The Corporation's former landlord in the New Jersey facility has instituted legal action against the
Corporation and certain of its sub-tenants for damages to the lease premises. The outcome is presently
not determinable and therefore no provision has been made in the accounts.
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19. RELATED PARTY TRANSACTIONS

In addition to related party transactions disclosed elsewhere in the notes to consolidated financial statement in
2007, consulting fees in the amount of $288,000 (nil in 2006) were paid to a company controlled by a Director.

20. SUPPLEMENTARY INFORMATION

(R) CONSOLIDATED STATEMENTS OF CASH FLOWS

- CHANGES IN NON-CASH WORKING CAPITAL BALANCES RELATED TO OPERATIONS
For the twelve months ended April 30,

2007 2006

$ $

- Trade and other receivables 5,715 2,814
- Inventories (126) 4,167
- Prepaid expenses and other (266) 123
- Income taxes recoverable (37) 241
- Accounts payable and accrued liabilities (5.471) (2,135)
(185) 5,210

- Interest paid 219 486

(B) CONSOLIDATED STATEMENTS OF OPERATIONS
For the twelve months ended April 30,

2007 2006
$ $
- AMORTIZATION OF PROPERTY, PLANT AND EQUIPMENT
- Telecom 1,122 1,403
- Satcom 496 570
1,618 1,973
- AMORTIZATION OF INTANGIBLE ASSETS
- Telecom 958 1,463
- Satcom 436 387
1,394 1,850
- AMORTIZATION OF PROPERTY, PLANT AND EQUIPMENT IS INCLUDED IN:
- Cost of sales 1,154 1,338
- Selling and administrative and research and development 464 635
1,618 1,973
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- AMORTIZATION OF INTANGIBLE ASSETS IS INCLUDED IN:

- Cost of sales — 97

- Selling and administrative and research and development 1,394 1,929
1,394 2,026

- AMORTIZATION OF DEFERRED CHARGES HAS BEEN RECORDED IN:

- Cost of sales 491 490

- Selling and administrative 267 238

- Research and development 123 317
881 1,045

21. SEGMENTED INFORMATION

(R) SEGMENTED INFORMATION USED BY MANAGEMENT

Management organizes the Corporation into two principal operating segments for making operating decisions
and assessing performance. The operating segments are Wireless Telecommunications (“Telecom”), and
Satellite and Terrestrial Telecommunications (“Satcom”). The Corporation currently operates in Canada and

China.

Telecom is involved in research, design, development, manufacturing and sale of components, subsystems

and multifunction subsystems for the wireless and cellular markets.

Satcom is involved in research, design, development, manufacturing and sale of components, subsystems and

multifunction subsystems for satellite earth stations.

Management evaluates segment performance based on gross profit as other expenses cannot be allocated to
individual segments. In addition, the segments share certain inventory and some capital assets.

Information pertaining to each segment for the twelve months periods ending April 30

Telecom Satcom Consolidated amounts

2007 2006 2007 2006 2007 2006

$ $ $ $ $ $

Restated —note 2

- Sales 11,933 24,542 21,874 19,968 33,807 44,510
- Cost of sales 13,3256 24,809 15,032 14,355 28,3567 39,164
- Gross profit (1,392) (267) 6,842 5,613 5,450 5,346
- Expenses 17,181 23,386
- Income tax expense (recovery) 633 (594)

* Loss from continuing activities

(12,364) (17.446)

- Discontinued activities

(8) (121)

* Net loss for the year

(12,372) (17,567)
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THE FOLLOWING TABLE PRESENTS ASSETS BY SEGMENT:

Telecom Satcom Total
$ $ $

As at April 30, 2007
- Current assets 4,832 9,055 13,887
- Long-term assets 7,118 3,790 10,908
11,950 12,845 24,795
- Assets relating to discontinued operations (note 3) —
- Other 8,629
Total 33,324

As at April 2006
- Current assets 9,186 10,017 19,203
- Long-term assets 8,016 4,398 12,414
17,202 14,415 31,617
- Assets relating to discontinued operations (note 3) 278
- Other 15,077
Total 46,972
DETAILS OF INTANGIBLE ASSETS BY SEGMENT ARE AS FOLLOWS:

Telecom Satcom Total
$ $ $

As at April 30, 2007
- Beginning balance 2,594 1,267 3,861
- Additions 26 6 32
- Amortization (958) (436) (1,394)
- Write-down of intangible assets — (156) (156)
- Foreign exchange impact — 32 32
1,662 703 2,365

As at April 30, 2006
- Beginning balance 4577 1,686 6,263
- Additions 130 30 160
- Amortization (1,750) (465) (2,215)
- Write-down of intangible assets (363) — (363)
- Foreign exchange impact — 6 6
2,594 1,257 3,851
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(B) ENTERPRISE-WIDE INFORMATION

The following table presents sales by destination of the product.
Year ended April 30,

2007 2006

$ $

- Canada 730 3,633
- United States 14,103 15,663
- Europe 7,330 11,468
- Asia 8,685 11,096
- Other 2,959 2,860
33,807 44,510

The following tables present sales, assets and property, plant and equipment, intangible assets and goodwill
based on geographic location of production.
Year ended April 30,

2007 2006
$ $
Sales
- Canada 23,947 34,872
- United States 356 1,031
- China 10,011 14,863
- Inter-country (507) (6,256)
33,807 44,510
Assets
- Canada 27.806 35,992
- United States 37 2,138
- China 54156 8,398
- United Kingdom 66 166
- Assets relating to discontinued operations (note 4) — 278
33,324 46,972
Property, plant and equipment and intangible assets
- Canada 8,417 10,196
- United States — 1,120
- United Kingdom — 9256
- China 1,064 174
9,471 12,415
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22. FINANCIAL EXPENSES

FINANCIAL EXPENSES CONSIST OF:
For the twelve months ended April 30,

2007 2006

$ $

- Interest on bank indebtedness 56 303
- Interest on long-term debt 136 183
- Bank charges and other 113 105
305 591

23. FINANCIAL INSTRUMENTS

(I) SHORT-TERM FINANCIAL ASSETS AND LIABILITIES

The carrying amounts of these assets and liabilities are a reasonable estimate of the fair values due to the
short-term nature of these assets and liabilities.

Short-term financial assets consist of short-term investments, trade receivables, other receivables and income
taxes recoverable. Short-term financial liabilities consist of accounts payable and accrued liabilities.

(II) INVESTMENTS

Since the investment in a private company (note 11) was acquired in the fourth quarter of the year, its carrying
value is approximately the same as fair value.

(III) LONG-TERM DEBT

The carrying amounts of the Corporation's long-term debt approximate their fair value because they are
floating rate debit.

(IV) INTEREST RATE

The Corporation's principal exposure to interest rate fluctuations is with respect to its long-term debt, which
bear interest at floating rates.

(V) EXCHANGE CONTROL RESTRICTIONS

The Corporation's Chinese subsidiary is subject to government approvals should it wish to repatriate funds to
the parent company in excess of authorized advances from the Corporation and its subsidiaries. At April 30,
2007, the Chinese subsidiary's cash on hand in the amount of $0.6 million was less than the amount of the
authorized advances of $1.3 million.

24. COMPARATIVE FIGURES

Certain comparative figures for 2006 have been reclassified to conform to the presentation adopted in 2007.
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