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COM DEV ANNOUNCES SECOND QUARTER
FY2005 RESULTS

Profit Increases on Higher Revenues

CAMBRIDGE, Ontario — May 26, 2005 — COM DEV International Ltd. (TSX:CDV) today
announced its second quarter results for the period ended April 30, 2005.

Second Quarter Summary

Net income for the quarter increased to $1.8 million ($0.03 per share) on $32.4 million in revenue,
up from the first quarter break even level. Revenue for the second quarter ended April 30, 2005
grew 7% sequentially from first quarter level. For the year to date, COM DEV'’s revenue, at $62.6
million, is a strong 16% above the first half results from the prior year.

CEO’s Assessment

Commenting on the Company’s performance, CEO John Keating said, “In the second quarter of
2005, several milestones on key programs that were late in the first quarter were completed and
billed, and, in many cases, forward looking schedules are now showing significant improvement.
These events are important indicators that the expansion work, which had proven to be disruptive
to the operation of the business, is essentially complete and the business is starting to realize the
benefits from those activities.” Continuing, Mr. Keating said, “Our negotiation activity is still very
robust and we are confident that our recent performance improvements have positioned us to not
only win new business, but to execute that business more effectively thereby growing our
revenues, gross margins and profitability.”

Gross Margin and Backlog

Margins of 22% in the quarter reflect a small improvement from first quarter gross margins of 21%.
While the improvement is small overall, the latter part of the quarter saw gross margins begin to
return to more traditional levels as the negative impacts of major expansion efforts within the
Company’s Cambridge, Ontario facilities began to subside. Margins for the same period a year ago
were 29%. New order intake for the quarter was $28.8 million, up from the first quarter level of $19
million, and the Company ended the quarter with approximately $64 million in backlog, slightly
down on the previous quarter.



Financial Positions, Cash Flows and Liquidity

The Company ended the quarter with $10.6 million in cash, and $30.6 million in accounts
receivable. The Company used $3.8 million of cash from operations, primarily from increased
working capital associated with the growth in accounts receivable. These receivables will be
converted to cash in future periods. The Company approved $2.6 million in capital commitments
during the quarter, which are either well on the way to being completed, or have been specifically
scheduled to be completed in early 2006. The Company has an unused $15.0 million operating line
available.

Conference Call

A conference call will be held on Thursday, May 26, 2005 at 5:30 pm EST to discuss this
announcement. To access the simultaneous webcast, please visit the Company’s website at
www.comdev.ca or www.newswire.ca for directions. Participants will require Windows Media

Player™ to listen to the webcast.

About COM DEV
COM DEV International Ltd. (www.comdev.ca) based in Cambridge, Ontario, is the largest
Canadian-based designer and manufacturer of space hardware subsystems. The Company

operates facilities and/or offices in Canada, the United States, the United Kingdom and China.
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COM DEV and COM DEV Space are registered trademarks of COM DEV International Ltd. This news release may contain certain
forward-looking statements that involve risks and uncertainties. Actual results may differ materially from results indicated in any forward-
looking statements. The Company cautions that, among other things, in view of the rapid changes in communications markets and
technologies, and other risks including the cost and market acceptance of the Company’s new products, the level of individual customer
procurements and competitive product offerings and pricing, and general economic circumstances, the Company’s business prospects
may be materially different from forward-looking statements made by the Company.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

Introduction:

The following discussion and analysis provides information that management believes is
relevant to an assessment and understanding of COM DEYV International Ltd’s (“the
Company”) consolidated results of operations and financial condition. This discussion
should be read in conjunction with the Company’s unaudited consolidated financial
statements including the notes thereto for the three and six month periods ended April
30, 2005 (“the Unaudited Consolidated Financial Statements”) and should also be read
in conjunction with the audited consolidated financial statements (“the Consolidated
Financial Statements”) and Management’s Discussion and Analysis for the fiscal year
ended October 31, 2004 as set out in the Company’s 2004 Annual Report, and
Management’s Discussion and Analysis for the first quarter of fiscal 2005. The
Consolidated Financial Statements and the Unaudited Consolidated Financial
Statements have been prepared in accordance with Canadian generally accepted

accounting principles (GAAP) and are reported in Canadian dollars.

Caution Regarding Forward Looking Statements

Certain statements contained in this report contain forward-looking statements,
including (without limitation) statements concerning possible or assumed future results
of operations of the Company preceded by, followed by or that include the words
“believes”, “expects”, “anticipates”, “estimates”, “intends”, “plans”, “forecasts” or similar
expressions. Forward-looking statements are not guarantees of future performance.
They involve risks, uncertainties and assumptions and the Company’s actual results
may differ materially from those anticipated in these forward-looking statements.
Additional information relating to the Company and the risks inherent in its business is
provided in the Company’s Annual Information Form for the year ended

October 31, 2004 and other documents available on SEDAR at www.sedar.com.




Continuing Operations

COM DEV is a leading global designer, manufacturer and distributor of space
communications products and systems. The Company began operations in 1974 and
completed its initial public offering in December 1996. The Company’s common shares
trade on The Toronto Stock Exchange under the symbol CDV. The Company’s
operating business unit is COM DEV Space (CDS). COM DEV employed
approximately 855 people around the world as of April 30, 2005, compared to
approximately 740 people as of April 30, 2004.

CDS designs and manufactures advanced microwave products for space satellites such
as multiplexers, filters, switches, surface acoustic wave (SAW) devices, lithium ion
batteries, and signal processors. The products are sold to substantially all of the major
satellite prime contractors for use in commercial communications, military

communications and space science satellites.

Discontinued Operations

Two additional divisions are treated as discontinued operations in the 2005 financial
statements: COM DEV Wireless (CDW) which, as previously reported, was divested in
the first quarter of the company’s 2002 fiscal year; and COM DEV Broadband (CDB)
which was divested immediately subsequent to the third quarter of the 2002 fiscal year.

The following analysis is related to the continuing operations of the Company unless
otherwise noted. The references to prior year amounts exclude revenues and expenses

of the discontinued businesses.

Date:

The information contained herein is dated as of May 18, 2005.



Overall Performance:

In the second quarter of 2005 the Company started to recover from its schedule
performance shortfall, which had been problematic in the past two quarters. Several
milestones on key programs that were late in the first quarter were completed and billed
in the second quarter, and in many cases, forward looking schedules are now showing
improvement. While the pace of improvement has been slower than previously
anticipated, management believes that it has now started to see some of the benefit of
actions taken to increase physical asset, and employee capacity to deal with the high
rate of growth in its business, which occurred in 2004. Total revenue for the three
months ended April 30, 2005 increased 3% over the second quarter of the prior year
and 7% sequentially from the first quarter of 2005. Year to date, the Company’s
revenues have increased by 16% over the same period in the last fiscal year. Based on
the Company’s current backlog, first half revenue levels, and the continuing high level of
negotiation activity, the Company has restated its expectation for 10% year over year
revenue growth in 2005 to $130 million.

The Company completed the majority of its remaining expansion activities in the second
guarter, including the installation and successful commissioning of two new, state of the
art, Thermal-vacuum test chambers. Performance from these new test chambers has
been in line with expectations, and they have already demonstrated significant
improvements in product testing efficiency. The additional capacity gained through
these new test chambers has alleviated what had previously been a major equipment

bottleneck within the Company.

Expansion and relayout work in the Company’s Multiplexer and RF Components
production and test labs was also essentially completed by the end of the second
guarter. In all, the Company completed and capitalized over $1.8 million in new capital
equipment acquisitions in the second quarter, bringing the total investment in new

equipment to over $3.2 million for the year to date.



The Company closed out the second quarter with $10.6 million in cash on hand, which
represents a decrease of $9.8 million from its position as at January 31, 2005, and a
decrease of $16.5 million since October 31, 2004. Cash on hand at the end of the
second quarter of fiscal 2004 was $26.8 million. The decrease in cash balance during
the second quarter 2005 was largely the result of schedule performance earlier in the
year. As the Company improved its performance in this area in the second quarter, it
has seen the flow of working capital move from Company funded customer project
inventory, into accounts receivable. The Company’s accounts receivable grew by $13.4
million during the quarter, as customer project milestones were completed and billed.
Accounts receivable ended the quarter at $30.6 million, up from $17.1 million at the end
of the first quarter of 2005, and up from $24.2 million at the end of the second quarter of
fiscal 2004. Management expects these accounts receivable to convert to cash in the
remaining months of the year, with a positive impact in cash balance resulting.

Results of Operations and Selected Financial Information — Three and Six Months
Ended April 30, 2005

Revenues

(millions of dollars) Three months ended Apr. 30 Six Months ended Apr. 30
2005 2004 % Change 2005 2004 % Change

Commercial satellite programs $19.3 $18.1 6.6% $37.8 $31.3 20.7%

Civil (government) programs $ 51 $ 55 (7.3%) $114 $ 97 17.5%

Military & defense programs $ 8.0 $ 78 2.6% $13.4 $12.9 3.9%

Total Space revenues $32.4 $31.4 3.2% $62.6 $53.9 16.1%

The Company operates principally in the satellite communication industry, and
consequently has only one reportable business segment. Historically, the vast majority
of the Company’s revenues were derived from commercial satellite programs. In late
2002, however, the Company stated its strategic intent to expand into civil (government)
programs as well as military & defense programs, and has had initial success in making
this transition. Commercial satellite programs account for approximately 60% of total

revenue in the second quarter of 2005. This is in comparison to approximately 58% in



the same period of 2004. The Company expects to continue to build on its successes in

these non-traditional programs in the future.

Backlog Apr. 30 Jan. 31 Apr. 30
(millions of dollars) 2005 2005 2004
Commercial satellite programs $38.3 $36.9 $50.0
Civil (government) programs $19.2 $22.3 $14.5
Military & defense programs $10.6 $ 8.8 $30.7
Total Space Backlog $68.1 $68.0 $95.2

Bookings in the second quarter ended April 30, 2005 were $28.8 million, which is an
increase of $9.2 million from the first quarter ended January 31, 2005, where new order
intake totaled $19.6 million. In the comparable second quarter of 2004, order intake
was $34.5 million. While the level of new order intake was higher than in the previous
quarter, it is still below managements’ expectation for the quarter, as several
negotiations that could have turned into customer orders were delayed. As was the

case in the first quarter, negotiation activity remains at near record levels.

Income from Operations and Net Income

(millions of dollars except EPS) Three months ended Apr. 30 Six Months ended Apr. 30
2005 2004 % Change 2005 2004 % Change
Income from operations before interest  $2.4 $4.3 (44.2%) $3.1 $5.0 (38.0%)
Total net income $1.8 $3.6 (50.0%) $2.0 $3.7 (45.9%)
Earnings per share, basic $0.03 $0.06 (50.0%) $0.03 $0.06 (50.0%)
Earnings per share, diluted $0.03 $0.06 (50.0%) $0.03 $0.06 (50.0%)

Net income for the second quarter was $1.8 million, up tenfold from the first quarter’s
net income of $0.19 million, but still down from the second quarter’'s result in 2004,
where net income was $3.6 million. The second quarter net income, while showing
improvement in the quarter, was still affected by the reduced efficiency in the
Company's Multiplexer area during the early part of the second quarter. Management is
encouraged by the results shown in this business unit during the latter portion of the
quarter, during which time the business unit showed improvement in schedule
performance, and gross margins. The Company’s net spending on Research &
Development was basically unchanged from the first quarter, but was $0.4 million higher
than the same time a year earlier. This is in line with managements’ expectations for

the quarter. The second quarter of 2005 also included a foreign exchange gain of



$0.3 million compared to a gain in the second quarter of 2004 of $0.4 million, reflecting

a reduction in the volatility of the US dollar versus the Canadian dollar.

Gross Margin

(millions of dollars) Three months ended Apr. 30 Six Months ended Apr. 30
2005 2004 % Change 2005 2004 % Change

Total gross margin $7.0 $9.3 (24.7%) $13.3 $13.2 0.8%

Total gross margin % 21.5% 29.4% (7.9%) 21.2% 24.5% (3.3%)

Gross margins in the second quarter, while slightly improved over the preceding
qguarter, were hampered as a result of applying additional resources to improve
customer project schedules. While the results of these efforts were largely successful,
the cost added to improve the Company’s schedule performance hindered stronger
margin performance in the first two months of the quarter. In the last month of the
quarter, gross margins — particularly in our core Multiplexer Business Unit, showed

positive movement back towards more steady state levels.

Research and Development (R&D)

(millions of dollars) Three months ended Apr. 30 Six Months ended Apr. 30
2005 2004 % Change 2005 2004 % Change
Total R&D Spending before funding $25 $23 8.7% $4.6 $4.5 2.2%
Total R&D Funding received ($0.8)  ($1.0) (20.0%) ($1.1) ($2.6) (57.7%)
R&D, net of Funding $1.7 $1.3 30.8% $3.5 $1.9 84.2%

As reported in the first quarter of the current fiscal year, a shift in the number of
government funded R&D programs, away from more complete funding to partial funding
type programs, reduced the amount of funding that the Company would expect to see in
the near term. The Company maintains its commitment to Research and Development
as a key factor to the longer term success of the business, and accordingly did not
curtail any significant R&D program spending in the second quarter. Guidance to this

effect was noted in the first quarter.



Other Expenses

(millions of dollars) Three months ended Apr. 30 Six months ended Apr. 30
2005 2004 % Change 2005 2004 % Change
Selling, general & administrative expenses (SG&A)  $3.1 $4.3 (27.9%) $6.3 $7.4 (14.9%)
SG&A % of total revenue 9.5% 13.8% (4.3%) 10.0%  13.8% ( 3.8%)
Interest expense $0.6 $0.7 (14.3%) $1.1 $1.4 (21.4%)
Foreign exchange (gain) loss ($0.3)  (30.4) $0.4 ($1.0) .

Selling, General and Administrative

SG&A expenses for the second quarter were in line with expectations, and essentially
unchanged from the prior quarter, although they were significantly down from the same
guarter a year ago. The year to year drop in SG&A expenses is totally attributable to
costs incurred in 2004 related to bid costs for the failed Shuttle Auxiliary Power Unit, as
well as commissions incurred in 2004. The Company is targeting to keep total SG&A
expenses in the range of $3.2 million to $3.5 million per quarter. The Company controls
the General and Administrative costs with the objective to minimize the growth in these
costs. The Company manages the selling costs of the organization with the objective to
succeed in obtaining customer orders, and consequently will allow these selling costs to
increase under certain circumstances. Management does not expect selling costs to

increase significantly from current levels at the present time.

Interest Expense
The Company’s interest expense relates mainly to two sources of financing:

1. Convertible debentures ($18.5 million convertible debenture)

2. Promissory note ($3.8 million note)
The Company, as a result of a change in accounting standard, has retroactively
changed the way it accounts for debenture interest expense starting in the first quarter
this year. Previously, debenture interest expense was charged to retained earnings, in
accordance with then existing accounting standards. The impact on Q2 interest
expense as a result of this change was $0.5 million, compared with $0.5 million in Q2 of
fiscal 2004. The convertible debenture interest is fixed at 6.75% and is payable semi-

annually on June 30 and December 31 each year.



The promissory note attracts interest at a rate of Toronto Dominion prime rate plus 2%.
In the second quarter this year, interest expense on the promissory note totaled $0.1
million, compared with $0.2 million in the second quarter of fiscal 2004. Interest is
payable on the first of each month until retired. The April 1, 2005 payment on the
promissory note was made on schedule. The remaining payment of $3.831 million will

be made on October 1 this year.

Foreign Exchange

The foreign exchange gain during the second quarter of 2005 relates mainly to the
increase in the value of the US dollar during the period. This translation gain on
balance sheet items denominated in US currency was reduced by the forward contracts
that the Company has in place. Foreign exchange amounts on the statement of
operations include realized and unrealized gains and losses. This does not include the
impact of foreign exchange fluctuations on gross margins, which are reflected directly in

revenue and related costs of sales.

Liquidity and Capital Resources

(in millions of dollars) Three months ended Apr. 30 Six months ended Apr. 30
2005 2004 % Change 2005 2004 %Change

Cash provided by (used in) operating activities ($3.8) $6.7 ($ 85) $105

Net increase (decrease) in cash ($9.8) $0.6 ($16.5) $ 34

Property and equipment additions $1.8 $1.9 (5.2%) $3.2 $ 27 18.5%

Cash used in operating activities was $3.8 million during the second quarter as
compared to $4.7 million used during the first quarter of 2005, and $7.6 million
generated from operating activities in the second quarter of 2004. The Company’s cash
balance decreased by $9.8 million in the quarter, ending the quarter at $10.6 million.
Management expected to use cash in the second quarter as it completed customer
project milestones, and thus turned inventory into accounts receivable. The Company’s
investment in net customer project inventory decreased by $2.6 million from the first
quarter level of $13.0 million, ending the second quarter at $10.4 million. The
Company’s investment in net customer project inventory at the end of the second
quarter of fiscal 2004 was ($1.4) million. Accounts receivable increased by $13.4

million from first quarter levels, ending the second quarter with $30.6 million in customer
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receivables. Receivables at the end of the second quarter a year ago were $24.2
million. Based on current forecasts, the Company expects to return to a more cash

neutral position in the second half of the fiscal year.

The Company added $1.8 million in capital equipment during the second quarter of
2005, essentially level with the same period of 2004. For the first six months of the
current fiscal year, capital equipment additions have totaled $3.2 million, compared with
$2.7 million in the first half of fiscal 2004. The Company approved capital commitments
for an additional $2.6 million in the second quarter of 2005, and these projects are
forecast to be completed almost entirely in the second half of 2005. Total capital
commitments for the first half of the year amounted to $4.9 million. The Company has

planned capital spending for its entire fiscal year 2005 of $8.4 million.

The Company has a $15.0 million operating credit facility, including a treasury risk
management facility to facilitate hedging of currency related risks arising in the normal
course of operations. Under this facility, the Company is required to maintain certain
financial ratios which the Company has met as of April 30, 2005.

Off-balance Sheet Arrangements
The Company has no off-balance sheet arrangements as at the end of the second
quarter 2005.

Transactions with Related Parties

Included in loans payable is a promissory note due to Technology Horizons Limited in
the amount of $3.831 million. This promissory note arose as a result of a judicial
arbitration ruling in August 2003. The initial amount of the promissory note in 2003 was
$20.3 million. At January 31, 2005 the balance on the promissory note was $7.6 million.
During the quarter, a scheduled repayment on the promissory note in the amount of
$3.831 million was made to Technology Horizons Limited. The final payment on the
promissory note will be made on October 1, 2005. In addition, interest expense on the

promissory note, based on Toronto Dominion Bank prime rate plus 2% was paid in the
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first six months of fiscal 2005 in the amount of $0.2 million. Interest payments are made
on the first day of each month. Technology Horizons Limited is a related party by virtue
of the significant ownership stake held by certain Directors of COM DEV in Technology

Horizons Limited.

Fourth Quarter — N/A

Proposed Transactions

The Company had no proposed business acquisitions or disposals during the second

guarter of 2005.

Contractual Obligations

(in millions of dollars) Payments Due by Period
2005 2008
Total (May-Oct) 2006 2007 and beyond
Long-term debt $24.8 $4.4 $1.3 $18.7 $0.4
Operating leases $ 13 $0.3 $0.5 $ 05 $-
Capital leases $ 0.8 $0.2 $0.4 $ 0.2 $-
Total contractual obligations $26.9 $4.9 $2.2 $19.4 $0.4

Financial Instruments and Other Instruments

The Company realizes a significant portion of its revenues in United States dollars and
incurs expenses in Canadian dollars. The Company utilizes forward exchange
contracts to hedge the net cash flow risk associated with forecasted transactions in
foreign currencies but does not enter into derivatives for speculative purposes. The
Company utilizes derivative instruments to manage the risk associated with anticipated
cash flows that will be denominated in foreign currencies. The Company does not
designate or measure the effectiveness of the derivative instruments as hedges or
specific firm commitments or forecasted transactions and accordingly does not meet the
requirements of CICA Accounting Guideline 13 (“AcG-13"). For hedge accounting
therefore, these financial instruments are carried at fair value and any changes in fair

value are recorded in foreign currency exchange gain or loss. The Company generally
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uses foreign exchange put options and related call options to manage foreign currency

risk related to sales to customers in the United States and United Kingdom.

On April 30, 2005 the Company had outstanding forward currency call options with a
notional value of US $15.0 million maturing within a year at an average exchange rate
of $1.2120. The Company had outstanding forward currency put options with a notional
value of US $22.5 million maturing within a year at an average exchange rate of
$1.2338. The Company is exposed to credit risk on derivative financial instruments
arising from the potential for counterparties to default on their contractual obligations to
the Company. The Company minimizes this risk by limiting counterparties to these

contracts to Canadian Schedule A Chartered Banks.

Quarterly Information_ (all figures in 000’s except earnings per share figures)

Fiscal 2005 Quarters Jan 31/05 | Apr 30/05
Total Revenue $30,212 $32,402
Net Income (loss) from
o ) $186 $1,771
Continuing Operations
Net Income (loss) per share
from Continuing Operations $- $0.03
(basic)
Net Income (loss) per share
from Continuing Operations $- $0.03
(diluted)
Net Income (loss) from ¢ ¢
Discontinued Operations
Net Income (loss) — Total $186 $1,771
Net Income (loss) per share
. $- $0.03
(basic)
Net Income (loss) per share
. $- $0.03
(diluted)
Total Assets $100,908 $106,246
Long-term debt — continuing
] $19,161 $17,596
operations
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Fiscal 2004 Quarters Jan 31/04* | Apr 30/04* | Jul 31/04* | Oct 31/04* Total*
Total Revenue $22,488 $31,421 $32,367 $32,221 $118,497
Net Income (loss) from
o ) $40 $3,627 $3,657 ($815) $6,509
Continuing Operations
Net Income (loss) per share
from Continuing Operations $- $0.06 $0.06 ($0.01) $0.11
(basic)
Net Income (loss) per share
from Continuing Operations $- $0.06 $0.06 ($0.01) $0.11
(diluted)
Net Income (loss) from
. . . $- $- $- ($1,225) ($1,225)
Discontinued Operations
Net Income (loss) — Total $40 $3,627 $3,657 ($2,040) $5,284
Net Income (loss) per share
i $- $0.06 $0.06 ($0.03) $0.09
(basic)
Net Income (loss) per share
. $- $0.06 $0.06 ($0.03) $0.09
(diluted)
Total Assets $114,841 $122,440 $113,848 $113,013 $113,013
Long-term debt — continuing
) $24,704 $20,989 $21,325 $17,523 $17,523
operations
Fiscal 2003 Quarters Jan 31/03* | Apr 30/03* | Jul 31/03* Oct 31/03 Total
Total Revenue $21,680 $18,272 $22,683 $25,327 $87,962
Net Income (loss) from
. i $344 ($280) ($486) ($18,903) ($19,325)
Continuing Operations
Net Income (loss) per share
from Continuing Operations $0.00 ($0.01) ($0.02) ($0.40) ($0.44)
(basic)
Net Income (loss) per share
from Continuing Operations $0.00 ($0.01) ($0.02) ($0.40) ($0.44)
(diluted)
Net Income (loss) from
) . . ($176) $20 ($1,074) ($957) (%$2,187)
Discontinued Operations
Net Income (loss) — total $168 ($260) ($1,560) ($19,860) ($21,512)
Net Income (loss) per share
($0.01) ($0.01) ($0.04) ($0.42) ($0.48)

(basic)
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Net Income (loss) per share
) ($0.01) ($0.01) ($0.04) ($0.42) ($0.48)
(diluted)
Total assets $80,188 $81,501 $82,596 $111,735 $111,735
Long-term debt — continuing
) $1,987 $1,745 $1,563 $8,934 $8,934
operations

* Reclassified to conform to presentation adopted in Q3 2004.

Critical Accounting Estimates

The preparation of the Company’s consolidated financial statements 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. These estimates are based upon management’s historical experience and
various other assumptions that are believed by management to be reasonable under
the circumstances. Such assumptions and estimates are evaluated on an ongoing
basis and form the basis for making judgments about the carrying values of assets and
liabilities that are not readily apparent from other sources. Actual results could differ

from these estimates.

Management believes the following critical accounting policies affect its more significant
estimates and assumptions used in the preparation of its consolidated financial

statements.

Revenue Recognition

The Company generally provides goods and services to its customers under long-term
contracts. The Company recognizes revenue on long-term contracts on the percentage
of completion basis, based on costs incurred relative to the estimated total contract
costs. Losses on such contracts are accrued when the estimate of total costs indicates
that a loss will be realized. Contract billings in excess of cost and accrued profit

margins are recorded as deferred revenue and included in current liabilities.
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A portion of the Company’s revenue is derived from the sale of goods and services on
short-term agreements and purchase orders. The revenue from these sales is
recognized when the goods and services are delivered to the customer and collection is

reasonably assured.

Inventory

Raw materials are valued at the lower of cost and replacement cost, with cost
determined on a weighted average basis. Contracts in process are valued at cost plus
accrued profit margins, minus billings issued to date and the full amount of any
anticipated losses. The Company'’s policy for the valuation of raw materials and stores
inventory includes a determination of obsolete or slow moving inventory. The business
environment in which the Company operates is subject to long lead-time order
requirements for components and changes in technology and customer demands. The
Company performs a detailed assessment of raw materials and stores inventories each
reporting period, including the age, and anticipated demand for the inventory. If
management believes that demand no longer allows the Company to sell inventories
above cost or at all, it provides a reserve against this inventory for all or a portion of the
carrying value of the inventory, based on an aging schedule, or specific knowledge

related to specific inventory items.

Changes in Accounting Policies including Initial Adoption

Derivative Financial Instruments

Effective November 1, 2003, the Company adopted CICA Accounting Guideline 13
(“AcG-13) which defines the criteria for hedge accounting. Prior to November 1, 2003
the Company accounted for derivative financial instruments as hedges of cash flows
from foreign denominated sales and deferred recognition of realized and unrealized
gains and losses until the hedged items were realized. The amounts of gains or loss
were recognized as adjustments to revenue when the related sales were recorded.

This change has been applied prospectively. Since adopting AcG-13, the Company
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carries derivative financial instruments at their fair values. Realized and unrealized
gains and losses associated with derivative instruments are included in foreign

exchange gain or loss in the income statement.

Stock Based Compensation

Effective November 1, 2003 the Company adopted on a prospective basis the revisions
to the CICA Handbook Section 3870, such that the fair value method of accounting has
been applied to all stock-based awards to employees after that date. The fair value of
the direct grants of stock are determined by the quoted market price of the Company’s
stock at the time of the award and the fair value of stock options are determined using
the Black-Scholes option pricing model. Under the fair value method, compensation
expense equal to the fair value of awards issued is recorded over the period of vesting.

This change was applied prospectively.

Guarantees

On February 1, 2003, the Company adopted the recommendations of the CICA,
Accounting Guideline 14, “Disclosure of Guarantees”, which clarifies disclosure
requirements for certain guarantees. The guideline does not provide guidance on nor
require the measurement and recognition of a guarantor’s liability for obligations under
guarantee. The guideline defines a guarantee to be a contract (including an indemnity)
that contingently requires the Company to make payments to a third party based on (i)
changes in an underlying interest rate, foreign exchange rate, equity or commodity
instrument, index or other variable, that is related to an asset, a liability or an equity
security of the counter party, (ii) failure of another party to perform under an obligation
agreement or (iii) failure of another party to pay its indebtedness when due.
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Financial Instruments — Disclosure and Presentation
(dollar figures in thousands)

Effective November 1, 2004, the Company adopted the amendments to the Canadian
Institute of Chartered Accountants ("CICA") Handbook section 3860 "Financial
Instruments - Disclosure and Presentation”. The amendments indicate that if an entity
has an obligation that can be settled by delivery of its own equity instruments and the
number of shares required to settle the obligation varies with the changes in their fair
value, that obligation is a financial liability of the entity. Prior to November 1, 2004, the
Company's convertible debentures, which are repayable on account of principal or
interest in shares or cash at the Company’s option, were recorded as part of equity in
accordance with the previous standard. Interest charges were recorded in the deficit of
the Company. On adoption of the new standard, the Company reclassified the
convertible debentures as a financial liability. The related interest is recorded as an
expense in the consolidated Statement of Operations. The Company has accounted for
this change retroactively with a restatement of the comparative information for prior

years.

The effect of the change on the consolidated Statement of Operations is to increase
interest expense by $526 ($512 in 2004) and to reduce net income by the same amount.
The effect of the change on the consolidated Balance Sheet is to present the convertible
debenture balance of $16,728 ($16,381 at October 31, 2004) in long- term liabilities and
increase other assets for deferred issue costs of $324 ($416 at October 31, 2004). The
conversion option balance remains as part of shareholders’ equity. The November 1,
2004 opening deficit was reduced by $416 ($601 at November 1, 2003).

There was no change on the basic or diluted earnings per share for either the current

guarter or the comparative quarter as a result of the change in accounting policy.
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Business Risks and Prospects

Currency Exchange Risk: As the Company realizes a significant portion of its revenue
in United States dollars and incurs expenses in Canadian dollars, increases in the value
of the Canadian dollar relative to the United States dollar could adversely affect the
Company’s operating results. The Company has previously entered into forward
exchange call and put option agreements to mitigate its foreign exchange exposure.
The Company will evaluate its foreign exchange exposure and may enter into forward

exchange options in the future, if appropriate in the circumstances.

Seasonal Volatility: The Company recognizes revenue based on percentage of
completion in accordance with its stated accounting policy. Since the recognition of
revenue is determined by costs incurred on projects compared to total expected costs,
and since a large portion of the Company’s project costs are labour, any quarter with
fewer working days will cause suppression in labour effort exerted on projects, and
consequently, revenue recognized. Typically, the Company slows production during the
Christmas holiday season to provide time for maintenance and facilities improvements
to take place. As a result, the Company’s first quarter revenues are typically the lowest

of the year.

Cyclical Volatility: The Company anticipates a continuation of the recovery in its core
space markets in 2005. There can be no assurance that this recovery will continue to
be realized in the time frame anticipated, or that the market demand for the Company’s
products will translate into orders within the time anticipated. The timing and extent of
satellite procurement, and the Company’s ability to secure project orders stemming from
the anticipated satellite procurement activity could have a material adverse effect on the

Company’s business, operations and prospects.
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Project Performance: The Company experienced a significant growth in the volume of
business it realized in its last fiscal year. In some areas, the volume growth was greater
than 50%. The rapid growth in business volumes has challenged the operation’s ability
to expand capacity quickly enough to absorb this heightened level of project work. The
Company has responded by increasing the number of employees in the areas affected,
and has also made significant capital expenditures to expand its physical capacity. The
ability of the Company to complete this expansion activity, and return the operation to
appropriate levels of efficiency in a timely fashion could have a material adverse effect

on the Company’s business, operations and prospects.

Competition: The Company competes in markets characterized by sophisticated, but
limited competition. Competition comes from in-house capabilities of some of our
customers, as well as independent companies like COM DEV. Customer willingness to
continue to assign projects to independent outside companies, like COM DEV in the
future, and COM DEV'’s ability to maintain its market share could have a material

adverse effect on the Company’s business, operations and prospects.

Technological Change: The Companies markets, and products are characterized as
technologically complex. While technological changes tend to happen at a moderate
pace, the Company'’s future operating results will depend upon its ability to improve and
market existing products and to develop and successfully market new products and
technologies. There is no assurance that the Company will be able to enhance its
existing products or to develop new products in response to customer requirements, or
product introductions by competitors, which could have a material adverse effect on the

Company’s business, operations and prospects.

New Market Risks: The Company has identified, as part of its strategic direction,
civillgovernment, and military/defense markets for its product and service offerings.
While the Company has seen some success in initial penetration into these markets,
there can be no assurance, given the Company’'s limited experience and operating

history in these markets, that the Company’s investment and efforts in these markets
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will be successful. Failure to succeed in the civil/lgovernment & military/defense
markets may adversely affect the Company’s future business, financial condition and

operating results.

Customer Dependency and Credit Concentration: The Company has a relatively small
number of customers, leading to a concentration of the Company’s revenues, and
accounts receivable. If one or more customers were to delay, reduce or cancel orders,
the overall orders of the Company may fluctuate and could adversely affect the
Company’s operations, and financial condition. While the Company’s accounts
receivable tend to be concentrated, many of our customer receivables, by virtue of their
non-Canadian status are insured with Export Development Canada (“EDC”). While the
Company expects to be able to continue to access receivables insurance through EDC,
there is no assurance that this will be the case, and any subsequent credit loss could

have a material adverse affect on the business, and its financial condition.

Dependence on Certain Suppliers: The Company relies on properly qualified third party
and internal suppliers for certain components and raw materials used in the Company’s
products. Although the Company seeks to reduce exposure to single source suppliers
through a continual evaluation of competent alternate sources of supply, loss of certain
of these suppliers, or the inability of certain of these suppliers to deliver to the Company
on a timely basis, could have a material adverse effect on the Company’s operations

and prospects.

Controlled Materials: Certain of the Company’s material inputs are regulated through
export or other controls. While the Company understands the requirements of these
controls and regulations, there is no assurance that these regulations will not change in
a way that would cause a material adverse effect to the Company’s business,

operations and prospects.
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Qutstanding Share Data

Details of the Company’s outstanding share data as of May 18, 2005 are as follows:

Common shares 59,856,361

Options on common shares 4,278,740

Each option is exercisable for one common share of the Company.
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COM DEYV International Ltd.

Consolidated Statements of Operations
(Canadian dollars in thousands, except for per share figures)

Unaudited
For the three months ended April 30, 2005 2004
Restated (note 3)
Revenue $ 32,402 $ 31,421
Cost of revenue 25,435 22,171
Gross margin 6,967 9,250
Research and development spending 2,471 2,277
Research and development recovery 740 979
Net research and development 1,731 1,298
Selling and general expenses 3,091 4,321
Operating income 2,145 3,631
Interest expense (583) (669)
Foreign exchange gain 272 439
Other financial (expense) income (63) 226
Net income $ 1,771 $ 3,627
Earnings per share (note 4c)
Basic earnings per share $ 0.03 $ 0.06
Diluted earnings per share $ 0.03 $ 0.06
Basic weighted average number of shares 59,835,367 59,717,590
Diluted weighted average number of shares 60,704,406 60,592,156
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COM DEYV International Ltd.

Consolidated Statements of Operations
(Canadian dollars in thousands, except for per share figures)

Unaudited
For the six months ended April 30, 2005 2004
Restated (note 3)
Revenue $ 62,614 $ 53,909
Cost of revenue 49,343 40,704
Gross margin 13,271 13,205
Research and development spending 4,640 4,495
Research and development recovery 1,112 2,554
Net research and development 3,528 1,941
Selling and general expenses 6,250 7,436
Operating income 3,493 3,828
Recovery of investment 67 -
Interest expense (1,131) (1,382)
Foreign exchange (loss) gain (363) 991
Other financial (expense) income (109) 230
Net income $ 1,957 $ 3,667
Earnings per share (note 4c)
Basic earnings per share $ 0.03 $ 0.06
Diluted earnings per share $ 0.03 $ 0.06
Basic weighted average number of shares 59,805,932 59,673,220
Diluted weighted average number of shares 60,680,576 60,631,871
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COM DEYV International Ltd.
Consolidated Statements of Deficit
(Canadian dollars in thousands)

Unaudited
For the three months ended April 30, 2005 2004
Restated (note 3)
Balance, beginning of the period $ (253,642) $ (259,077)
Net income 1,771 3,627
Balance, end of the period $ (251,871) $ (255,450)
COM DEV International Ltd.
Consolidated Statements of Deficit
(Canadian dollars in thousands)
For the six months ended April 30, 2005 2004
Restated (note 3)
Balance, beginning of the period $ (253,828) $ (259,095)
Net income 1,957 3,667
Issuance costs - (22)
Balance, end of the period $ (251,871) $ (255,450)
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COM DEYV International Ltd.
Consolidated Balance Sheets
(Canadian dollars in thousands)

Unaudited
As at As at
April 30, October 31,
2005 2004
Restated (note 3)
Assets
Current
Cash and cash equivalents $ 10,587 $ 27,092
Accounts receivable 30,565 24,263
Inventory 25,970 22,452
Prepaids and other 721 1,277
Income taxes recoverable 422 422
Current assets - discontinued operations 65 3
68,330 75,509
Capital assets 35,376 34,928
Intangible assets 2,216 2,160
Other assets (note 3) 324 416
Total assets $ 106,246 $ 113,013
Liabilities
Current
Accounts payable and accrued liabilities $ 17,863 $ 17,494
Income taxes payable 71 71
Convertible debenture - interest payable 404 405
Deferred revenue 15,580 21,262
Current portion of loans payable (note 7) 4,288 8,250
Current liabilities - discontinued operations 1,016 1,155
39,222 48,637
Long term
Loans payable (note 7) 868 1,142
Convertible debenture (note 3) 16,728 16,381
Long term liabilities - discontinued operations 1,438 1,694
19,034 19,217
Total liabilities 58,256 67,854
Shareholders' equity
Convertible debentures - holder's conversion option (note 3) 3,336 3,336
Share capital (note 4) 296,496 296,290
Contributed surplus 222 126
Deficit (251,871) (253,828)
Currency translation adjustment (193) (765)
Total 47,990 45,159
Total liabilities and shareholders' equity $ 106,246 $ 113,013
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COM DEYV International Ltd.
Consolidated Statements of Cash Flows
(Canadian dollars in thousands)

Unaudited
For the three months ended April 30, 2005 2004
Restated (note 3)
Cash flows from (used in) operating activities
Net income $ 1,771 $ 3,627
Amortization 1,611 1,540
Gain on disposal of assets (12) (264)
Convertible debenture - accretion 176 162
Stock compensation expense 36 -
3,682 5,065
Net change in non-cash working capital items (7,416) 1,604
Cash flows (used in) from operating activities (3,834) 6,669
Cash flows (used in) from financing activities
Shares issued 5 -
Repayment of long term debt (4,011) (3,777)
Cash flows used in financing activities (4,006) (3,777)
Cash flows (used in) from investing activities
Acquisition of capital assets (1,825) (1,875)
Proceeds on disposal of capital assets 12 264
Acquisition of intangible assets (103) (143)
Cash flows used in investing actvities (1,916) (1,754)
Net (decrease) increase in cash for continuing operations (9,756) 1,138
Net cash used in discontinued operations (91) (512)
Net (decrease) increase in cash (9,847) 626
Cash and cash equivalents, beginning of period 20,434 26,202
Cash and cash equivalents, end of period $ 10,587 $ 26,828
Taxes Paid $ - $ -
Interest paid $ 166 $ 226

Composition of cash
Bank accounts $ 10,587 $ 16,846
Banker's acceptance 9,982

$ 10,587 $ 26,828
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COM DEYV International Ltd.
Consolidated Statements of Cash Flows
(Canadian dollars in thousands)

Unaudited
For the six months ended April 30, 2005 2004
Restated (note 3)
Cash flows from (used in) operating activities
Net income from continuing operations $ 1,957 $ 3,667
Amortization 3,326 3,378
Gain on disposal of assets (36) (329)
Convertible debenture - accretion 347 320
Stock compensation expense 258 -
5,852 7,036
Net change in non-cash working capital items (14,383) 3,463
Cash flows from (used in) operating activities (8,531) 10,499
Cash flows (used in) from financing activities
Shares issued 44 -
Issue costs - (22)
Repayment of long term debt (4,237) (3,715)
Cash flows used in financing activities (4,193) (3,737)
Cash flows (used in) from investing activities
Acquisition of capital assets (3,224) (2,679)
Proceeds on disposal of capital assets 52 348
Acquisition of intangible assets (153) (223)
Cash flows used in investing actvities (3,325) (2,554)
Net (decrease) increase in cash for continuing operations (16,049) 4,208
Net cash used in discontinued operations (456) (803)
Net (decrease) increase in cash (16,505) 3,405
Cash and cash equivalents, beginning of year 27,092 23,423
Cash and cash equivalents, end of year $ 10,587 $ 26,828
Taxes Paid $ - $ -
Interest paid $ 952 $ 1,105

Composition of cash
Bank accounts $ 10,587 $ 16,846
Banker's acceptance 9,982

$ 10,587 $ 26,828
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COM DEV INTERNATIONAL LTD
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS

Basis of Presentation
Consolidation

The consolidated financial statements include the accounts of the Company’s subsidiaries with
inter-company transactions and balances eliminated. The Company’s principal subsidiaries are
COM DEYV Limited (“CDL") and COM DEV Europe Limited (“CDE”). COM DEV Europe Limited is a
self-sustaining foreign subsidiary. These financial statements also include the Company’'s
proportionate share of the accounts of COM DEV Microwave Electronics Company Limited (“Xian”),
a joint venture. The accounts of Xian are not material to these consolidated financial statements.

Summary of Significant Accounting Policies

These unaudited consolidated financial statements have been prepared by management in
accordance with Canadian generally accepted accounting principles on a basis consistent with the
annual financial statements except as described in note 3. The preparation of financial statements
requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosures of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period.
Estimates include, but are not limited to, the value of work in progress and recognition of revenue
related to the percentage of completion of project work, the accounting for doubtful accounts,
amortization, determination of net recoverable value of assets, deferred revenue, taxes and
contingencies. These unaudited consolidated financial statements do not include all disclosures
normally provided in annual financial statements and should be read in conjunction with the audited
consolidated financial statements for the year ended October 31, 2004. All financial amounts are
expressed in thousands of Canadian dollars, except per share information or as otherwise
indicated.

Change in Accounting Standard

Effective November 1, 2004, the Company adopted the amendments to the Canadian Institute of
Chartered Accountants ("CICA") Handbook section 3860 "Financial Instruments - Disclosure and
Presentation". The amendments indicate that if an entity has an obligation that can be settled by
delivery of its own equity instruments and the number of shares required to settle the obligation
varies with the changes in their fair value, that obligation is a financial liability of the entity. Prior to
November 1, 2004, the Company's convertible debentures, which are repayable on account of
principal or interest in shares or cash at the Company’s option, were recorded as part of equity in
accordance with the previous standard. Interest charges were recorded in the deficit of the
Company. On adoption of the new standard, the Company reclassified the convertible debentures
as a financial liability. The related interest is recorded as an expense in the consolidated Statement
of Operations. The Company has accounted for this change retroactively with a restatement of the
comparative information for prior years.

The effect of the change on the consolidated Statement of Operations is to increase interest
expense by $ 526 in the 2" guarter, and by $1,047 for the six months ended April 30, 2005 ($512
in the 2™ guarter and $1,020 for the six months in 2004) and to reduce net income by the same
amount. The effect of the change on the consolidated Balance Sheet is to present the convertible
debenture balance of $16,728 ($16,381 at October 31, 2004) in long- term liabilities and increase
other assets for deferred issue costs of $324 ($416 at October 31, 2004). The conversion option
balance remains as part of shareholders’ equity. The November 1, 2004 opening deficit was
reduced by $416 ($601 at November 1, 2003).
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COM DEV INTERNATIONAL LTD
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS

There was no change on the basic or diluted earnings per share for either the current quarter or the
comparative quarter as a result of the change in accounting policy.

Share Capital and Earnings Per Share

a)

Issued Capital

The following details the issued and outstanding common shares for the six months ended
April 30, 2005.

Number Amount

Balance, October 31, 2004 59,764,430 $296,290
Issuance of common shares (i) 31,200 39
Balance, January 31, 2005 59,795,630 $296,329
Shares issued through employee plans (ii) 56,731 162
Issuance of common shares (jii) 4,000 5
Balance, April 30, 2005 59,856,361 $296,496
0) During the 1st quarter, the Company issued 31,200 common shares to satisfy the

equivalent number of stock options exercised.

(i) On February 28, the Company issued 56,731 (127,416 in 2004) common shares
under the Employee Stock Ownership Plan.

(iii) During the 2" quarter, the Company issued 4,000 common shares to satisfy the
equivalent number of stock options exercised.

There were no changes to the outstanding amounts of common shares, stock options, or
convertible debentures between April 30, 2005 and May 25, 2005. The maximum number of shares
outstanding if all options were exercised and the debentures were converted is 69,959,814.

b)

Stock Based Compensation

The Company employs a fair value based method of accounting for all options issued to
employees or directors on or after November 1, 2003. The Company recognizes
compensation cost for all stock options granted to employees and directors under its
stock option plan. During the three months ended January 31, 2005, there were 150,000
stock options issued by the Company to employees (nil in 2004). During the quarter
ended April 30, 2005 no options (nil in 2004) were issued. The options vested
immediately and can be exercised over a five-year period.

The fair value of options issued in the first quarter was estimated at the date of grant,
using a Black-Scholes Option Model with the following assumptions for 2005: risk-free
interest rate of 3.4%; dividend yield of 0%; a volatility of 0.531; and an expected life of the
options of 5 years. The weighted average fair value of stock options granted during the
six months ended April 30, 2005 was $1.19 per option.

The estimated fair value of the options is amortized to expense over the vesting period of
the options. This amount was added to contributed surplus.
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COM DEV INTERNATIONAL LTD
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS

Pro Forma Information

CICA 3870 Stock Based Compensation and Other Stock-Based Payments, requires
proforma disclosures of net income and earnings per share, as if the fair value method,
as opposed to the intrinsic value method of accounting for employee stock options, had
been applied to options granted to employees between February 1, 2002 and November
1, 2003.

For the three months ended

April 30, April 30,
2005 2004

Net income — as reported 1,771 $ 3,627
Additional proforma stock-based (103) (103)
compensation costs for the period
Net income — proforma 1,668 $ 3,624
Proforma earnings per common share:

Basic 0.03 $ 0.06

Diluted 0.03 $ 0.06
Weighted average number of shares:

Basic 59,835,367 59,717,590

Diluted 60,531,044 60,244,295

For the six months ended

April 30, April 30,
2005 2004

Net income — as reported 1,957 $ 3,667
Additional proforma stock-based (206) (206)
compensation costs for the period
Net income — proforma 1,751 $ 3,461
Proforma earnings per common share:

Basic 0.03 $ 0.06

Diluted 0.03 $ 0.06
Weighted average number of shares:

Basic 59,805,932 59,673,220

Diluted 60,511,362 60,313,676
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COM DEV INTERNATIONAL LTD

NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS

c) Earnings Per Share

The following tables sets forth the computation of basic and diluted earnings per share

for the comparable reporting periods for the three and six months ended April 30:

Numerator for basic and diluted earnings per share
available to common stockholders
Net income attributed to common stockholders

Denominator for basic earnings per share- weighted
average shares outstanding
Effect of dilutive securities

Employee Stock Ownership Plan

Options
Potential dilutive common shares
Denominator for diluted earnings per share — adjusted
weighted average shares and assumed conversions

Earnings per share
Basic and diluted earnings per share

Numerator for basic and diluted earnings per share
available to common stockholders
Net income attributed to common stockholders

Denominator for basic earnings per share- weighted
average shares outstanding
Effect of dilutive securities

Employee Stock Ownership Plan

Options
Potential dilutive common shares
Denominator for diluted earnings per share — adjusted
weighted average shares and assumed conversions

Earnings per share
Basic and diluted earnings per share

The convertible debenture is excluded from the denominator of the diluted earnings per share

calculation in 2005 and 2004, as it is antidilutive.

Segmented Information

3 months ended April 30

2005 2004
$1,771 $ 3,627
59,835,367 59,717,590
54,400 89,887
814,639 784,679
869,039 874,566
60,704,406 60,592,156
$0.03 $0.06

6 months ended April 30

2005 2004
$ 1,957 $ 3,667
59,805,932 59,673,220
70,113 110,920
804,531 847,731
874,644 958,651
60,680,576 60,631,871
$0.03 $0.06

The Company operates principally in the satellite communication industry using complimentary and
compatible products. The Company has one reportable business segment, the Space Division. The
Space Division designs and manufactures advanced products that are sold to the major satellite

prime contractors for use in commercial communications satellites.
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COM DEV INTERNATIONAL LTD
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS

In thousands 3 months ended April 30 6 months ended April 30
2005 2004 2005 2004

Revenue
Canada $30,615 $29,768 $59,375 $49,968
United Kingdom 3,352 2,962 5,841 6,282
33,967 32,730 65,216 56,250
Inter-segment sales (1,565) (1,309) (2,602) (2,341)
Revenue for External Customers $32,402 $31,421 $62,614 $53,909

Foreign Currency Options and Forward Contracts

As at April 30, 2005, the Canadian dollar amount that could be received under Canadian / U.S.
foreign currency call options was $18.2 million and the amount that could be paid under foreign
currency put options was $27.8 million. The average contractual exchange rate on the call options
was 1.2120 and on the put options was 1.2338. The settlement dates of all the outstanding
contracts were less than one year. The exchange rate at the quarter-end was 1.2585.

The company recorded a foreign exchange loss of $77 in the quarter, increasing the foreign
exchange loss to $969 on foreign currency options for the six months ended April 30, 2005. The fair
value of $713 for outstanding currency options is included in “Accounts Payable and Accrued
Liabilities” in the consolidated Balance Sheet.

Related Party Transactions

Included in loans payable is a note due to Technology Horizons Limited (“THL") in the amount of
$3,831 ($7,662 at October 31, 2004) all of which is included in current liabilities. Interest expense in
the quarter was $97 ($209 in 2004). Interest expense for the six months ended April 30, 2005 was
$218 ($459 in 2004). THL is a related party by virtue of the significant ownership stake held by
certain Directors of COM DEV in THL. These transactions are recorded at the exchange amount
which is the amount agreed between the parties.

Comparative Consolidated Financial Statements

Certain comparative amounts have been reclassified from consolidated financial statements
previously presented in order to conform to the presentation adopted in the current period.
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