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Company Overview

MTI is a developer and manufacturer of sophisticated antennas and antenna
systems, including antennas that are sold for use in WiMAX compliant systems. In
2008 the company successfully opened its manufacturing facility in India and made
its first deliveries to customers. MTI is now based in Israel and India, employing (as
of 31 December 2008) a total of 87 employees.

The Company produces antennas ranging in frequency from 2MHz to 40GHz, for
both military and commercial applications and has an international customer base.
MTI's business has grown rapidly in recent years as wireless broadband technology
has increasingly become an established global commodity; this growth was not
maintained in 2008 as part of the economic crises. Over 75% of the Company’s sales
are in the fixed wireless communications market, predominantly for broadband
systems. The Directors estimate that the Company has captured a leading position in
the global market share in the FBWA antenna market largely, via a number of leading
OEMs who are MTI's customers. The Company also continued its penetration into
the RFID reader antenna market: in 2008 the revenue from this segment crossed the

$1m mark for the first time.
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2008 Highlights
e Revenues decreased by 6% to $17.9m (2007: $19.0m)
e Gross profits down 24% to $6.4m (2007: $8.4m)
e Operating profit decreased by 76% to $0.9m (2007: $3.7m)

» Net Profit of $1m, representing EPS of 1.89c, a decrease 78% from previous
year (2007: $4.6m, 8.63c).

» Net cash generated from continuing operations reached $1.2m; Net cash at
the year end of $13.3m, equivalent to 17.9 pence per share;

e 2.2m shares (4.1%) of the company were bought for $0.92m as part of the
buy back program announced in March 2008 — plan continues.

e Dividend of 1.16¢ per share (2007: 1.85¢)

« Indian facility became operational during the 4™ quarter of 2008 and other
cost-reduction measures in train

e First pending order for short range antenna “E Band” backhaul market
(operating at 60-90GHz) received.
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Chairman’s letter to Shareholders
Dear Shareholders,

I’'m pleased to report on our results for the financial year ended 31 December 2008 -
a challenging year in worldwide macro economic environment. We started the year
with the sharp fall of the US dollar against the Israeli Shekel during the first half of the
year, impacting our profitability sharply, and the year continued with the world
economic crises. Nevertheless we were able to remain profitable, cash flow positive
and with a very strong balance sheet.

In 2008 we saw increased competition in the WiMax market, but we were able to
maintain our leadership in the market based on the quality of our products and our
long term relationships with key customers as well as penetration into new
geographical markets, such as India. Having identified India as one of the fastest
growing markets in wireless communications, we have established a manufacturing
facility in that country which became operational in Q4 of 2008, and also improves
our ability to service customers elsewhere in the Far East.

The underlying drivers of our business, such as growth in data usage and subscriber
growth, are part of long term trends expected to continue for several years.
Meanwhile, we lack short term visibility as customers focus on maintaining flexibility,
reducing inventory and conserving cash in response to the spreading global financial
crisis. We will manage through this period by staying close to our customers,
capitalizing on our strong position, and preparing to take the company to the next
level once economic conditions improve.

The Board has decided to distribute a dividend of 1.16 cents per share as we
strongly believe it is in the interest of shareholders to receive a yearly yield on their
investment, while the company is managing its earning and cash generation. This
level of dividend represents a balance between the fall in our earnings and the
stability which we like to show our investors. The dividend will be payable on 3 April
2009 to shareholders on the register as of 13 March 2009.

We still believe strongly in the success of the Company and the Board re approved a
continuation of the share buyback program announced a year ago. We expect to
initiate the stock buyback when our window opens this quarter.

| would like to complement our employees on this achievement and thank each and
everyone for their dedication and creativity that had enabled us to maintain our
leadership. | further would like to acknowledge with thanks the employees' families
for their continued support.

Zvi Borovitz
Non Executive Chairman
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Chief Executive’s Review

In 2008, WIMAX continued to exhibit strong demand, despite concerns over a spreading global
recession and we have seen more deployments of systems in the field coupled with price
pressure. We have shipped over 700,000 antennas (15% increase over 2007), maintaining our
market leadership. We are certain that the demand for primary broadband connectivity and
data usage are both in long term growth trends that require new solutions that improve the
total cost of ownership for operators. While decision cycles may lengthen and funding will
remain an issue for customers, we believe opportunities for a company our size remain
abundant.

Our immediate challenge is to continue to win major deals while supporting existing customers,
and to take a larger share of the available business in a very competitive environment. We are,
and intend to remain, a leader in the field of antennas for broadband applications that will win
the bulk of the WiMAX business in years to come. Meanwhile, we will be stretching farther to
be as efficient as possible, including our operating facility in India which has been operating
since Q4 of 2008 and output from which is expected to grow.

The Company remains focused on the growth of the business and on expanding its position as
a leader in the antenna markets for fixed wireless communication. Towards the end of 2008
we received the first order for development of antenna for the short range point to point
backhaul market in the 60 -90 GHz. We believe the market for this application will grow in the
coming years and expect to finish the development of such product in 2009 a followed by
revenues from 2010. This product line is developed with the support of the Israel-U.S. Bi-
national Industrial Research and Development foundation and American customers.

As we have previously stated, although RFID is only in its initial stages, we strongly believe in
the potential of this market. Therefore, we have made some important steps to position the
Company as a key antenna provider. We foresee 2009 as a next step in the growth of this
market and plan to ensure that MTI remains well positioned to enjoy success once this market
enters the full deployment stage.

Our military segment showed a 20% decline in 2008 after massive growth (90%) in 2007 but
this is still strong growth in sales over the longer term for our solutions, trend a which we
expect to continue in 2009 and beyond.

As always, our non-military pipeline reflects the industry norm of placing orders only several
weeks in advance. This, coupled with current global financial market condition in which
customers focus on risk management and reducing inventory levels, reduces the visibility of
our order book, but does not reduce our confidence in either our market position or the long-
term growth inherent in our major markets. We have reduced our costs going forward in a
number of ways in order to accommodate the more difficult business climate, but | am
confident that we have done so without undermining any of the fundamental strengths of the
business.

| would like to end my review by thanking the employees and their families for the hard work,
dedication and support during such time. It is their creativity, perfectionism and implementation
that led MTI to its position in the market and we see them as the key to our ongoing success.

Dov Feiner
Chief Executive Officer
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Our Board

Zvi Borovitz — Chairman
Non Executive Director
Age 70

Zvi founded MTI in the early 70’s together with his late wife
Aya. He has more the 40 vyears of experience in
development and management of high tech companies. Zvi
holds an MS in Electrical Engineering from Polytechnic
Institute of Brooklyn.

Dov Feiner — Chief Executive
Executive Director
Age 53

Dov has planned and implemented the Company’s entry
into the commercial antenna market. Prior to joining the
Company, Prior to joining MTI, Dov served for 12 years in
the research and development division of the Israeli
Defense Force. Dov holds a B.Sc. in Electrical and
Computer Engineering from Ben Gurion University where
he graduated with honors.

Moshe (Moni) Borovitz — Finance Director
Executive Director
Age 38

Moni, the son of Zvi Borovitz, is also Co-Chief Executive
Officer of MTI Computers. He was a consultant with Ernst
& Young’s Israeli affiliate Kost Forer & Gabbay, a leading
Israeli certified public accountancy firm. Moni is a certified
public accountant with a B.A. in Computer Science from
Tel Aviv University, and has an MBA from Ben Gurion
University.
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Hanna (Hani) Lerman
Non Executive Director
Age 36

Hani is the Chief Financial Officer of Storewiz, prior to that
she served as the CFO of SunGard Business Integration
Ltd., a subsidiary of SunGard Data Systems Inc., a global
leader in software and processing solutions for financial
services, and of Insider Online. Prior to that Hani managed
the department of professional practice at KPMG Israel.
Hani is a certified public accountant and holds a B.A. in
Economics and Accounting, and an MBA majoring in
Finance from Tel Aviv University.

Stewart Millman - Non Executive Director
Chairman of the Remuneration and Audit Committee
Age 60

Stewart has over 30 years’ experience in finance and the
financial markets. He was an institutional fund manager for
10 years and a corporate financier for 20 years, including
managing director roles at Barclays de Zoete Wedd,
NatWest Markets and HSBC Investment Bank. His
corporate finance experience includes transactions
involving major telecoms operators and various IT
companies. Since 2002, he has been self-employed, is
currently non-executive chairman of Patsystems plc, a
company traded on AIM, and acts as an adviser to, and/or
non-executive director of, various companies in the UK,
Israel and elsewhere.
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Corporate Governance

The following statement of corporate governance reflects the position of the
Company as at 31 December 2008.

The board is responsible for the Company’s corporate governance policy, and
recognize the importance of high standard of integrity, and consistently seeks to
apply the principles set out in the Combined Code of on Corporate Governance (the
“Code”) to the extant they are appropriate for, and applicable to, a company of MTIs’
size quoted on the Alternative Investment Market (“AIM”).

Pursuant to the provisions of the Israeli Companies Law, the Company has
nominated Stewart Millman and Hanna Lerman as external directors. As such their
initial term of an external (independent) director is three years and this may be
extended for one additional three-year term. The external (independent) director has
to serve on the Audit committee and serves on the Remuneration committee. The
rest of the board members are elected annually in the share holders meeting.

All the directors have access to the advice and services of the Company Secretary
and may, in furtherance of their duties, take independent legal and financial advice at
the Company’s expense. They also have access to the minutes of the Board, in
which any concerns expressed by them regarding matters pertaining to the Company
are recorded. While there is no formal process, the performance and effectiveness of
each director, including the non-executive directors, is assessed on an on-going
basis by the other members of the Board. All members of the board are free to bring
any matter to the attention of the Board, at any time.

The Board is responsible for formulating, reviewing and approving the Company’s
strategy, budgets and corporate actions. The board generally meets five times a year
and at such other times as required, and receives regular reports on a wide area of
key issues including operational performance, risk management and corporate
strategy, budget and corporate actions etc and other areas which are either required
by law or deemed relevant by the management.
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The Audit Committee and the Remuneration Committee meet at least twice a year.

Audit Committee

The audit committee is chaired by Stewart Millman. The other member is Hanna
Lerman. The external auditors, together with the financial director, are invited to
attend these meetings as and when required.

In accordance with its terms of reference the principal function of this committee is to
determine the appropriateness of accounting policies to be used in the Company’s
annual results. In addition the Committee is responsible for assessing the Company’s
audit arrangements and the Company’s system of internal controls, and for reviewing
the quarterly and annual results before publication. The responsibilities of the Audit
Committee include all matters required to be covered by the Combined Code and the
Israeli Companies Law.

The Israeli Companies Law requires the Company to have an internal auditor
appointed by the Board. The internal auditor is responsible for examination of the
Company’s internal controls and reviewing their effectiveness and reports to the
Audit Committee.

Remuneration Committee

The Remuneration Committee is chaired by Stewart Millman. The other member is
Hanna Lerman. In accordance with its terms of reference the committee reviews the
performance of the executive directors and make recommendations to the Board on
matters relating to their remuneration and terms of employment. The committee
should also make recommendations to the Board on proposals for the granting of
share options and other equity incentives pursuant to any share option scheme or
equity incentive scheme. The remuneration arrangements of the non-executive
directors are determined by the Board as a whole and, in accordance with the Israeli
Companies Law, approved in the Annual General Meeting of its Shareholders.

The Board welcomes the views of shareholders.

The Annual General Meeting (AGM) is used as an opportunity to communicate with
shareholders. All shareholders are encouraged to attend the Company’'s AGM in
order to take advantage of the opportunity to ask questions of the directors.

Shareholders may also contact the Company in writing or via its website, which is
regularly updated. Additional information is supplied through the circulation of the
Quarterly Report and the Annual Report and Accounts. During the year the Company
issued a series of announcements to the Stock Exchange and had updated its web
site in accordance with the Aim Rule 26. The Chief Executive, Finance Director and
the Chairman from time to time meet individual and institutional shareholders and
provide such information as is permissible in order to facilitate a better understanding
of the Company’s business and operations.



EDGE LTD. Tel: +972-3-9008900 = Fax: +972-3-9008901 = www.mtiwe.com

B WI RELESS MTI Wireless Edge Ltd. = 48081 ['Un WNY DN NWUNN 7IND .1 | NONINAN MY
I 11 Hamelacha St. Afek Industrial Park Rosh-Ha'Ayin 48091, Israel

The Board of Directors has overall responsibility both for the Company’s system of
internal controls, which includes internal financial controls and for reviewing their
effectiveness. The directors recognize that no system of internal control can provide
absolute assurance. The Company’s systems are designed to manage the risk of
failure to achieve business objectives and therefore can only provide the directors
with reasonable assurance against material misstatement or loss.

The key elements of the Company’s internal control system, which have been
operational since the Company’s flotation in March 2006, are as follows:

Management Structure

The Board has overall responsibility for the Company and there is a formal schedule
of matters specifically reserved for decision by the Board. Each executive director
has been given responsibility for specific aspects of the Company’s affairs.

Monitoring Systems used by the Board

The Board receives regular reports on the financial and business performance of the
Company. The Board is regularly advised through these reports on the financial
performance relative to the Company’s approved budget and update on the backlog
and pipeline status.

Internal Audit
The Board has, in accordance with the Israeli Companies Law, appointed Mr. Eyal
Weitzman as its internal auditor.

Going Concern

The Directors have a reasonable expectation that the Company have adequate
resources to continue in operational existence for the foreseeable future. For this
reason they continue to adopt the going concern basis in preparing the financial
statements.

Compliance Statement

Corporate Governance procedures are subject to regular review by the Board.
Throughout the year the Company has complied with the provisions as set out in
Section 1 of the Code, to the extent that they are appropriate for, and applicable to, a
company of MTI’s size quoted on AIM.

10
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Report on Directors Remuneration

The Remuneration Committee, which comprises all of, and only, only non-executive
independent directors, determines Company remuneration (including bonuses and
options) of executive directors.

The Company operates in the telecommunication industry. Accordingly, in setting
remuneration, the board has to be mindful of competitive pressures from the market,
and at the same time controlling its fixed cost base where a high proportion of the
Company’s expenses are staff related.

The Company maintains a balance between remaining market-competitive and
ensuring that some element of total staff remuneration is related to the financial
performance of the Company as a whole.

It remains the Company’s policy to set the remuneration of senior executives
(including executive directors) at a level to attract and retain executives of
appropriate ability, experience and integrity to manage the affairs of the Company. In
formulating its remuneration policy, the Remuneration Committee considers pay and
employment conditions throughout the Company.

Name Total Company cost Shares held by
(including bonuses) each Director
Dov Feiner $276K 2,789,000
Moshe Borovitz* $253** 83,000
Zvi Borovitz* > -
Hanna Lerman £20,000 38,461
Stewart Millman £20,000 100,000

(*) Each of Zvi and Moshe Borovitz also has an interest in 25 per cent. of Mokirei Aya Ltd. which
controls 40.6 per cent. of the issued share capital of MTI Computers (39.37 per cent. on a fully diluted
basis), as of 31 December 2008, which has an interest in 52.4 per cent. of the issued share capital of
the Company.

(**) Zvi and Moshe Borovitz are providing management services to the company through a company
controlled by them (the “Management Company”). These management services will consist of the
services of Mr. Zvi Borovitz who serves as a non-executive chairman of the Company and Mr. Moshe
Borovitz who serves as the financial director of the Company.

11
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The Company has a service agreement with the Management Company as above, in
respect of the services of Messrs Zvi and Msohe Borovitz. The initial term of this
agreement is for a period of 2 years from the date of Admission and will be
automatically renewed for successive 2 year periods, unless terminated earlier by
either party on 90 days’ advance written notice.

Dov Feiner has a service contract with a notice provision in excess of six months.

All Non Executive Director besides the Chairman were entitled for a fee of £20,000
per annum, paid quarterly. According to the Israeli Companies Law, Non Executive
independent Directors (defined as External Directors in the Israeli Companies Law)
are elected for three year terms. As the first three years term will pass on March 16",
2009, the re-election of the two Non Executive Directors of the company will be
brought for approval at the AGM to be held on March 3™, 2009, together with their
suggested remuneration of $18,000 US per annum, paid quarterly.

These fees are determined with reference to available information on the fees paid to
Non Executive Directors in other companies of broadly similar size, market cap and
complexity. Non Executive Directors are entitled to be reimbursed for reasonable out-
of-pocket expenses in line with the policy applied to the Company’s employees.

12
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Financial Statements
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M.T.I Wireless Edge Ltd.

Consolidated income statement for the year ended December 31, 2008

Year ended December 31,

2008 2007
Notes $'000 $'000
Revenues 2,4 17,923 19,035
Cost of sales 11,523 10,605
Gross profit 6,400 8,430
Research and development expenses 1,329 1,415
Distribution costs 2,374 1,946
General and administrative expenses 1,824 1,340
Profit from operations 3 873 3,729
Finance expense 5 266 94
Finance income 5 640 1,369
Profit before tax 1,247 5,004
Tax expense 6 254 364
Profit for the year 993 4,640
Earnings per share
Basic (dollars per share) 7 0.0189 0.0863
Diluted (dollars per share) 7 0.0189 0.0853

The accompanying notes form an integral part of these financial statements.



M.T.I Wireless Edge Ltd.

Consolidated statement of changes in equity for the year ended December 31, 2008

Retained
Additional earnings
Share paid in (accumulated
capital capital deficit) Total
$'000 $'000 $'000 $'000
Balance at January 1, 2007 115 14,945 2,169 17,229
Changes in equity for 2007:
Profit for the year - - 4,640 4,640
Total recognised income and
expenses for the year - - 4,640 4,640
Dividends (898) (898)
Balance at December 31, 2007 115 14,945 5,911 20,971
Changes in equity for 2008:
Profit for the year - - 993 993
Total recognised income and
Expense for the year - - 993 993
Dividends - - (979) (979)
Buy back purchase of stock (6) - (911) (917)
Share based payment - 29 - 29
Balance at December 31, 2008 109 14,974 5,014 20,097

The accompanying notes form an integral part of these financial statements.



M.T.I Wireless Edge Ltd.

Consolidated balance sheets as of December 31, 2008

As at December 31,

As at December 31,

2008 2008 2007 2007
Notes $'000 $'000 $'000 $'000
ASSETS
Non-current assets:
Property, plant and equipment 9 1,671 1,522
Goodwill 10 406 406
Long-term prepaid expenses 49 55
Deferred tax assets 21 117 95
Total non-current assets - 2,243 - 2,078
Current assets:
Inventories 12 2,571 2,253
Trade and other receivables 13 6,115 6,369
Other current financial assets 14 9,527 11,203
Cash and cash equivalents 15 3,806 3,370
Total current assets 22,019 23,195
TOTAL ASSETS 24,262 25,273
LIABILITIES
Non-current liabilities:
Employee benefits 20 232 266
Total Non-current liabilities 232 266
Current Liabilities:
Trade and other payables 16 3,559 3,222
Tax liability 374 494
Other current financial liabilities 17 - 22
Liabilities due to warrants 18 - 298
Total current liabilities 3,933 4,036
Total liabilities 4,165 4,302
TOTAL NET ASSETS 20,097 20971

The accompanying notes form an integral part of these financial statements.



M.T.I Wireless Edge Ltd.
Consolidated balance sheets as of December 31, 2008 (Cont.)

As at December 31,

As at December 31,

2008 2008 2007 2007
Notes $'000 $'000 $'000 $'000
Capital and reserves attributable to
equity holders of the company 22
Share capital 109 115
Additional paid-in capital 14,974 14,945
Retained earnings 5,014 5911
TOTAL EQUITY 20,097 20,971

The financial statements on pages 4 to 36 were approved by the Board of Directors on March 1, 2009, and were
signed on its behalf by:

February 25, 2009

Date of approval
of financial statements

Moshe Borovitz Dov Feiner Zvi Borovitz
Finance Director Chief Executive Officer Non-executive Chairman

The accompanying notes form an integral part of these financial statements.



M.T.I Wireless Edge Ltd.

Consolidated cash flow statement for the year ended December 31, 2008

For the year ended For the year ended
December 31, December 31,
2008 2008 2007 2007
$'000 $'000 $'000 $'000
Operating Activities:
Net profit from ordinary activities 993 4,640
Adjustments for:
Depreciation 332 309
Gain from short-term investments/ Finance income (6) (104)
Deferred tax assets (22) (26)
Equity settled share-based payment expense 29 -
Decrease in fair value of liabilities
due to warrants (298) (942)
Operating profit before changes
in working capital and provisions 1,028 3,877
Increase in inventories (318) (529)
Decrease (increase) in trade receivables 350 (1,094)
Decrease(increase) in other accounts
receivables for short and long term (90) 62
Increase (decrease) in trade and other payables 354 (20)
Increase (decrease) in tax liability (120) 244
Increase (decrease) in employee benefits (34) 35
142 (1,302)
Cash generated from operations 1170 2,575
Additional Information
Cash paid during the year for:
Income tax 423 181

The accompanying notes form an integral part of these financial statements.



M.T.I Wireless Edge Ltd.
Consolidated cash flow statement for the year ended December 31, 2008 (Cont.)

For the year ended For the year ended
December 31, December 31,
2008 2008 2007 2007
$'000 $'000 $'000 $'000
Cash flows from operating activities brought forward 1,170 2,575
Investing Activities:
Sale of short-term investment 1,682 34
Purchase of Property, plant and equipment (498) (421)
1,184 (387)
Financing Activities:
Dividend paid to shareholders equity (979) (898)
Buy back purchase of stock (917) -
Repayment of bank borrowing (22) (87)
(1,918) (985)
Increase in cash and cash equivalents 436 1,203

For the year ended
December 31,

2008 2007
$'000 $'000
Non-cash activities:
Purchase of Property and equipment against trade and other
payables 24 41

The accompanying notes form an integral part of these financial statements.
9



M.T.I Wireless Edge Ltd.

Notes forming part of the financial statements for the year ended December 31, 2008

The directors of the Company are responsible for the financial information set out below.

1. Accounting policies

General

M.T.I Wireless Edge Ltd. (hereafter - the Company) is an Israeli corporation. It was incorporated under the
Companies Act in Israel on December 30, 1998 as a wholly- owned subsidiary of M.T.I Computers & Software
Services (1982) Ltd. (hereafter - the Parent Company) and commenced operations on July 1, 2000 and since
March 2006, the Company’s shares have been traded on the AIM Stock Exchange

The formal address of the company is 11 Hamelacha street, Afek industrial Park, Rosh-Ha'Ayin, Israel.

The Company is engaged in the development, design, manufacture and marketing of antennas and accessories.

On March 2008, the company has invested in establishing of a wholly owned subsidiary Switzerland based
AdvantCom Sarl, (hereinafter called AdvantCom). AdvantCom is engaged in selling and distributing of

antennas and accessories and in manufacturing through an Indian subsidiary.
Certain rental, operational and administrate services are provided by the Parent Company to the Company.

Definitions

In these financial information:
The Company - M.T.I Wireless Edge Ltd

The Group

The company and its subsidiaries.

Subsidiaries companies that are controlled by the Company (as defined in IAS 27) and whose

accounts are consolidated with those of the Company.

The parent company - M.T.I Computers and Software Services Ltd.

Related parties as defined in IAS 24.

Basis of preparation

The principal accounting policies adopted in the preparation of the financial statements are set out below. The

policies have been consistently applied to all the years presented, unless otherwise stated.

These consolidated financial statements have been prepared in accordance with International Financial
Reporting Standards (IFRSs and IFRIC interpretations) issued by the International Accounting Standards Board
(IASB). The financial statements have been prepared under the historical cost convention, as modified by the

revaluation of financial assets and financial liabilities at fair value through profit or loss.

10



M.T.I Wireless Edge Ltd.

Notes forming part of the financial statements for the year ended December 31, 2008

1.

Accounting policies (Cont.)

Changes in accounting policies

Disclosure of new IFRS in the period prior to their adoption:

- IFRS 8 - Operating Segments:

IFRS 8 ("the Standard") discusses operating segments and replaces IAS 14. The Standard applies to
companies whose securities are traded or are in the process of filing with any securities stock
exchange. The Standard is effective for annual financial statements for periods beginning after
January 1, 2009. Earlier application is permitted. The provisions of the Standard will be applied
retrospectively, by restatement, unless the necessary information is not available or impractical to

obtain.

The Standard determines that an entity will adopt a management approach in reporting on the
financial performance of the operating segments. The segment information would be the information
that is internally used by management in order to asses its performance and allocate resources to the

operating segments.

Furthermore, information is required to be disclosed about the products or services (or group of
products and similar services) from which the entity derives its revenues, the countries in which these
revenues or assets are derived and major customers, irrespective of whether management uses this

information for making operating decisions.

The Company believes that the effect of the new Standard on the current presentation of segments is

not expected to be material.

- IAS 23 (Revised) - Borrowing Costs:

In accordance with the revised IAS 23, borrowing costs that are directly attributable to the
acquisition, construction or production of a qualifying asset must be capitalized. A qualifying asset is
an asset that necessarily takes a substantial period of time to get ready for its intended use or sale and
includes fixed assets, investment property and inventories that take a substantial period of time to get

ready for sale. The possibility of immediately carrying these costs as an expense has been removed.

The revised Standard is effective for the financial statements for the year beginning January 1, 2009.

Earlier application is permitted.

The Company believes that the effect of the revised Standard on its financial condition, results of

operations and cash flows is not expected to be material.
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M.T.I Wireless Edge Ltd.

Notes forming part of the financial statements for the year ended December 31, 2008

1.

Accounting policies (Cont.)

- 1AS 1 (Revised) - Presentation of Financial Statements:

IAS 1 (Revised) requires entities to present a second statement, a separate "statement of
comprehensive income" displaying , other than the net income taken from the statement of income,
all the items carried in the reported period directly to equity that do not result from transactions with
the shareholders in their capacity as shareholders (other comprehensive income) such as adjustments
arising from translating the financial statements of foreign operations, fair value adjustments of
available-for-sale financial assets, changes in revaluation surplus of fixed assets and such and the tax
effect of these items carried directly to equity, while properly allocated between the Company and the
minority interests. Alternatively, the items of other comprehensive income may be displayed along
with the items of the statement of income in a single statement entitled “statement of comprehensive
income" which replaces the statement of income, while properly allocated between the Company and
the minority interests. Items carried to equity resulting from transactions with the shareholders in
their capacity as shareholders (such as capital issues, dividend distribution etc.) will be disclosed in
the statement of changes in equity as will the summary line carried forward from the statement of

comprehensive income, while properly allocated between the Company and the minority interests.

IAS 1 (Revised) also prescribes that in cases of restatement of comparative figures as a result of the
retroactive adoption of a change in accounting policy, the entity must include an opening balance

sheet disclosing the restated comparative figures.

IAS 1 (Revised) is effective for annual financial statements for periods beginning after January 1,

2009. Earlier application is permitted.

The effect of the adoption of IAS 1 (Revised) will require the Company to disclose the above items in

the financial statements

- IFRS 3 (Revised) - Business Combinations and IAS 27 (Revised) - Consolidated and
Separate Financial Statements:

IFRS 3 (Revised) and IAS 27 (Revised) ("the Standards™) will be effective for annual financial
statements for periods beginning on January 1, 2010. The combined early adoption of the two

Standards is permitted from the financial statements for periods beginning on January 1, 2008.
The principal changes expected to take place following the adoption of the Standards are:

(a) IFRS 3 currently prescribes that goodwill, as opposed to the acquiree's other identifiable assets
and liabilities, will be measured as the excess of the cost of the acquisition over the acquirer's

share in the fair value of the identifiable assets, net on the acquisition date. According to the
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M.T.I Wireless Edge Ltd.

Notes forming part of the financial statements for the year ended December 31, 2008

1.

Accounting policies (Cont.)

Standards, goodwill can be measured at its full fair value and not only based on the acquired part,

this in respect of each business combination transaction measured separately

(b) A contingent consideration in a business combination will be measured at fair value and changes
in the fair value of the contingent consideration, which do not represent adjustments to the
acquisition cost in the measurement period, will not be simultaneously recognized as goodwill
adjustment. Normally, the contingent consideration will be considered a financial derivative

within the scope of 1AS 39 and will be presented at fair value through profit or loss.

(c) Direct acquisition costs attributed to a business combination transaction will be recognized in the
statement of income as incurred as opposed to the previous requirement of carrying them as part

of the consideration of the cost of the business combination, which has been removed.

(d) A minority transaction, whether a sale or an acquisition, will be accounted for as an equity
transaction and will therefore not be recognized in the statement of income or have any effect on

the amount of goodwill, respectively.

(e) A subsidiary's losses, although resulting in the subsidiary's deficiency, will be allocated between
the parent company and minority interests, even if the minority has not guaranteed or has no

contractual obligation of sustaining the subsidiary or carrying out another investment.

(f) On the loss of control of a subsidiary, the remaining investment in the subsidiary, if any, will be
revalued to fair value against gain and loss from the sale and this fair value will represent the cost

basis for the purpose of subsequent treatment.

The Company believes that the effect of the Standards on its financial condition, results of operations

and cash flows is not expected to be material.

- IFRS 2 (Revised) - Share-based Payment:

Pursuant to the IFRS 2 (Revised) (“the revised Standard"), the definition of vesting terms will only
include service conditions and performance conditions and the settlement of a grant that includes
non-vesting conditions by the Company or the counterparty, will be accounted for by way of vesting
acceleration and not by forfeiture. The Standard will be applied retrospectively for financial

statements for periods beginning on January 1, 2009. Earlier application is permitted.

Vesting conditions include service conditions which require the counterparty to complete a specified
period of service and performance conditions which require specified performance targets to be met.

Conditions that are other than service and performance conditions will be viewed as non-vesting
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M.T.I Wireless Edge Ltd.

Notes forming part of the financial statements for the year ended December 31, 2008

1. Accounting policies (Cont.)
conditions and must therefore be taken into account when estimating the fair value of the instrument
granted.
The Company believes that the revised Standard will have no effect on its financial position, results

of operations and cash flows.

Revenue recognition

1. Revenues from services are recognized as follows:
In fixed fee contracts - according to International Accounting Standard No. 11 “Construction - Type
Contracts pursuant to which revenues and costs are reported by the “percentage of completion” method.
The percentage of completion is determined by dividing actual completion costs by the anticipated
completion costs.
In cases where a loss from a project is anticipated, a provision is made in the period in which it first

becomes evident, for the entire loss anticipated until completion, as assessed by the Group’s management.

2. Revenues from sales of products are recognized upon delivery, provided no significant vendor obligations

remain.

Basis of consolidation

Where the company has the power, either directly or indirectly, to govern the financial and operating policies of
another entity or business so as to obtain benefits from its activities, it is classified as a subsidiary.

The consolidated financial statements present the results of the company and its subsidiaries (“the group™) as if they
formed a single entity. Intercompany transactions and balances between group companies are therefore eliminated in
full.

Goodwill

Goodwill represents the excess of the cost of a business combination over the interest in the fair value of identifiable
assets, liabilities and contingent liabilities acquired. Cost comprises the fair values of assets given, liabilities assumed
and equity instruments issued, plus any direct costs of acquisition.

Goodwill is capitalized as an intangible asset with any impairment in carrying value being charged to the income
statement.

From the beginning of the 2005 financial year, the Company adopted the precepts of International Accounting
Standard 38 and International Financial Reporting Standard 3. Previously, the Company was amortizing its
goodwill over a 10 year period on the straight line basis. The new policy requires that goodwill be tested on an

annual basis and written down when impaired.

In accordance with the transitional rules of IFRS3, the Company has applied the revised accounting policy
prospectively from the beginning of its first annual period beginning on or after 31 March 2004, i.e. 1 January
2005.
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M.T.I Wireless Edge Ltd.

Notes forming part of the financial statements for the year ended December 31, 2008

1. Accounting policies (Cont.)

Impairment of non-financial assets

Impairment tests on goodwill and other intangible assets with indefinite useful economic lives are undertaken
annually on December 31 or sooner when there are signs of impairment. Other non-financial assets are subject
to impairment tests whenever events or changes in circumstances indicate that their carrying amount may not be
recoverable. Where the carrying value of an asset exceeds its recoverable amount (i.e. the higher of value in use

and fair value less costs to sell), the asset is written down accordingly.

Where it is not possible to estimate the recoverable amount of an individual asset, the impairment test is carried
out on the asset's cash-generating unit (i.e. the lowest Group's of assets in which the asset belongs for which
there are separately identifiable cash flows). Goodwill is allocated on initial recognition to each of The Group's
cash-generating units that are expected to benefit from the synergies of the combination giving rise to the

goodwill.

Impairment charges are included in the administrative expenses line item in the income statement, except to the
extent they reverse gains previously recognized in the statement of recognized income and expense. During the

years 2007 and 2008 no impairment charges of non-financial assets were required.

Functional and reporting currency

The majority of the revenues of the Company are generated in U.S. dollars. In addition, a substantial portion of
the Company's costs is incurred in U.S. dollars. The Company's management believe that the U.S. dollar is the
primary currency of the economic environment in which the Company operates. Thus, the functional and

reporting currency of the Company is the U.S. dollar.

Foreign currency

Transactions entered into by the Group in a currency other than the currency of the primary economic
environment in which it operates (the "functional currency™) are recorded at the rates ruling when the
transactions occur. Foreign currency monetary assets and liabilities are translated at the rates ruling at the
balance sheet date. Exchange differences arising on the retranslation of unsettled monetary assets and liabilities.
are similarly recognized immediately in the income statement, except for foreign currency borrowings

qualifying as a hedge instrument

Financial assets

The Group classifies its financial assets into one of the following categories, depending on the purpose for

which the asset was acquired. The Group's accounting policy for each category is as follows:

Fair value through profit or loss: This category comprises only in marketable securities. They are carried in

the balance sheet at fair value with changes in fair value recognized in the income statement.
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M.T.I Wireless Edge Ltd.

Notes forming part of the financial statements for the year ended December 31, 2008

1. Accounting policies (Cont.)

Loans and receivables: These assets are non-derivative financial assets with fixed or determinable payments
that are not quoted in an active market. They arise principally through the provision of goods and trade
receivables, but also incorporate other types of contractual monetary asset. They are carried at amortized cost

less any provision for impairment.

Held-to-maturity investments: These assets are non-derivative financial assets with fixed or determinable
payments and fixed maturities that The Group's management has the positive intention and ability to hold to
maturity. These assets are measured at amortized cost, with changes through the income statement. As of

December 31, 2008, no such assets are held by the Group.

Available-for-sale: Non-derivative financial assets not included in the above categories are classified as
available-for-sale and comprise The Group's strategic investments in entities not qualifying as subsidiaries,
associates or jointly controlled entities. They are carried at fair value with changes in fair value recognized
directly in equity. Where a decline in the fair value of an available-for-sale financial asset constitutes objective
evidence of impairment, the amount of the loss is removed from equity and recognized in the income statement.

As of December 31, 2008, no such assets are held by the Group.

Financial Liabilities

The Group classifies its financial liabilities into one of two categories, depending on the purpose for which the

liability was acquired.

Financial Liabilities (cont.)

The Group's accounting policy for each category is as follows:

Fair value through profit or loss: This category comprises only in cashless options. It is carried in the balance
sheet at fair value with changes in fair value recognized in the income statement in finance income or expense

line.

Other financial liabilities: Other financial liabilities include the following items:

. Bank borrowings are initially recognized at fair value net of any transaction costs directly attributable to
the issue of the instrument. Such interest bearing liabilities are subsequently measured at amortized cost
using the effective interest rate method, which ensures that any interest expense over the period to
repayment is at a constant rate on the balance of the liability carried in the balance sheet. Interest expense
in this context includes initial transaction costs, as well as any interest or coupon payable while the
liability is outstanding.

. Trade payables and other short-term monetary liabilities, which are initially recognized at fair value.
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M.T.I Wireless Edge Ltd.

Notes forming part of the financial statements for the year ended December 31, 2008

1. Accounting policies (Cont.)

Internally generated intangible assets (research and development costs)

Expenditure on internally developed products is capitalized if it can be demonstrated that:

e itistechnically feasible to develop the product for it to be sold;
e adequate resources are available to complete the development;
e  thereis an intention to complete and sell the product;

e  The Company is able to sell the product;

e sale of the product will generate future economic benefits; and

e expenditure on the project can be measured reliably.

Capitalized development costs are amortized over the periods The Company expects to benefit from selling the
products developed. The amortization expense is included within the cost of sales line in the income statement.
Development expenditure not satisfying the above criteria and expenditure on the research phase of internal projects
are recognized in the income statement as incurred.

Development costs are recognized in the statement of income seeing as the Group does not meet the

abovementioned conditions.As of December 31, 2008 no development costs are capitalized.

Deferred taxation

Deferred tax assets and liabilities are recognized where the carrying amount of an asset or liability in the balance

sheet differs to its tax base, except for differences arising on:

e  the initial recognition of goodwill;

. goodwill for which amortization is not tax deductible;

e the initial recognition of an asset or liability in a transaction which is not a business combination and at the time
of the transaction affects neither accounting or taxable profit; and

e Investments in subsidiaries and jointly controlled entities where The Company is able to control the timing of

the reversal of the difference and it is probable that the difference will not reverse in the foreseeable future.

Recognition of deferred tax assets is restricted to those instances where it is probable that taxable profit will be

available against which the difference can be utilized.

The amount of the asset or liability is determined using tax rates that have been enacted or substantially enacted by
the balance sheet date and are expected to apply when the deferred tax liabilities/(assets) are settled/(recovered).

Deferred tax balances are not discounted.

Taxes on income

Tax-exempt income derived from “approved enterprises” will be subject to tax in the event of distribution of
dividends out of such income. Such additional tax has not been provided for in the financial information, since

the current policy of the Company is not to distribute dividends incurring additional tax.
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M.T.I Wireless Edge Ltd.

Notes forming part of the financial statements for the year ended December 31, 2008

1. Accounting policies (Cont.)

Inventories
Inventories are initially recognized at cost, and subsequently at the lower of cost and net realizable value. Cost
comprises all costs of purchase.

Weighted average cost is used to determine the cost of ordinarily interchangeable items.

Property, plant and equipment

Items of property, plant and equipment are initially recognized at cost. As well as the purchase price, cost
includes directly attributable costs and the estimated present value of any future costs of dismantling and
removing items. The corresponding liability is recognized within provisions. Depreciation is computed by the
straight line method, based on the estimated useful lives of the assets, as follows:

Rate of depreciation

Machinery and equipment 6-20%
Leasehold improvements 15 %

Computers 10-33%
Office furniture and equipment 6-15%

Leasehold improvements are depreciated over the term of the expected lease including optional extension, or

over the estimated useful lives of the improvements, whichever is shorter.

Cash and cash equivalents

Cash equivalents are considered by the Group to be highly-liquid investments, including, inter alia, short-term
deposits with banks, the maturity of which did not exceed three months at the time of deposit and which are not

restricted.

Share-based payments

Where equity settled share options are awarded to employees, the fair value of the options at the date of grant is
charged to the income statement over the vesting period. Non-market vesting conditions are taken into account
by adjusting the number of equity instruments expected to vest at each balance sheet date so that, ultimately, the
cumulative amount recognised over the vesting period is based on the number of options that eventually vest.
Market vesting conditions are factored into the fair value of the options granted. As long as all other vesting
conditions are satisfied, a charge is made irrespective of whether the market vesting conditions are satisfied. The

cumulative expense is not adjusted for failure to achieve a market vesting condition.
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Notes forming part of the financial statements for the year ended December 31, 2008

1. Accounting policies (Cont.)

Where the terms and conditions of options are modified before they vest, the increase in the fair value of the
options, measured immediately before and after the modification, is also charged to the income statement over

the remaining vesting period.

Provision for warranty

The Group generally offers up to three years warranties on its products based on past experience, the Group does

not record any provision for warranty of its products and services.

Employee benefits

According to Israeli work laws, employment agreements in Israel and the Group's practice, the Group is
obligated to pay severance payments to its employees upon dismissal and in some circumstances, even if the

employee has resigned or retired. The Group's obligation for severance pay is dealt as a "defined benefit plan™.

The severance pay's provision, as shown in the balance sheet, represents the present value of the defined benefit
plan as of the balance sheet's date. The provision is calculated by independent actuaries based on the "Projected
Unit Credit" method. The provision's present value is determined by the capitalization of future expected cash
flows (after taking in consideration future wages growth's rate) on the basis of government bonds' interest rates

stated in the same currency as the benefits' payments.

With there occurrence, the Group credits the actuary gains or losses, that have derived as a result of actuary
assumptions and as a result of changes between previous assumptions and the actual results, to the income
statement.

The Group acquires insurance polices and deposits in severances funds according to its obligation.

The privilege to severance pay by the insurance policies is considered a return of expenses, whereas it is certain
that the insurance Group will, fully or partially, return the expenses needed to cover the severance pay
obligation.

The return of expenses' right that results from the severance pay funds is presented at fair value, whereas the

changes are credited to the P&L report.

Transactions with controlling parties

Transactions with controlling shareholders are disclosed in conformity with the provisions of the International

Accounting Standard 24 (related party disclosures and transactions).

Earnings per Share (EPS)

Earnings per Share is determined and presented in accordance with IAS 33.
Basic net earnings per share are computed based on the weighted average number of common shares
outstanding during each year. Diluted earnings per share is computed based on the weighted average number of
common shares outstanding during each year, plus dilutive potential common shares considered outstanding
during the year.
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Notes forming part of the financial statements for the year ended December 31, 2008

1. Accounting policies (Cont.)

Segment reporting

The principles activities of The Group and its primary segments are:
- Antennas produced for commercial market.

- Antennas produced for the military market.

The secondary segments of The Group are geographic:

- lsrael

- North America

- Europe

- Asia

- Other

Segment revenue and segment costs include items that are attributable to the relevant segments and items that

can be distributed among segments. Non-distributed items include the Group's financial income and expenses

and tax.
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Notes forming part of the financial statements for the year ended December 31, 2008

2.  Revenues

For the year ended
December 31,

2008 2007
$'000 $'000
Revenues arise from:
Sale of goods 15,304 17,139
Projects 2,619 1,896
17,923 19,035

For the year ended
December 31,

Revenues 2008 2007

$'000 $'000
Customer A 3,694 5,059
Customer B 1,470 697
Customer C 919 850
Customer D 789 955
Others 11,051 11,474
17,923 19,035

3. Profit from operations

For the year ended
December 31,

2008 2007
This has been arrived at after charging: $'000 $'000
Wages and salaries 5,285 4,039
Depreciation of property, plant and equipment 332 309
Material and subcontractors 8,922 8,518
Operating lease expense 379 379
Plant, Machinery & Usage 721 704
Travel & Exhibition 348 367
Advertising & Commissions 248 300
Consultants 376 376
Others 439 314

17,050 15,306
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Notes forming part of the financial statements for the year ended December 31, 2008

4, Segments
1. Segment information
The Group's primary reporting format for reporting segment information is business segments.

Commercial Military Total
2008 2008 2008
$'000 $'000 $'000
Revenue
External 14,756 3,167 17,923
Total 14,756 3,167 17,923
Profit
Continuing operations 611 262 873
Total 611 262 873
Other
Depreciation and other
non-cash expenses 211 121 332
Commercial Military Total
2007 2007 2007
$'000 $'000 $'000
Revenue
External 15,126 3,909 19,035
Total 15,126 3,909 19,035
Profit
Continuing operations 2,555 1,174 3,729
Total 2,555 1,174 3,729
Other
Depreciation and other
195 114 309

non-cash expenses

(*) The Group can not distinguish between Commercial and Military assets and liabilities, due to the fact that some

of the assets and liabilities are used by both segments.
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Notes forming part of the financial statements for the year ended December 31, 2008

4. Segments (Cont.)

1. Segment information (cont.)

The Group's secondary reporting format for reporting segment information is geographic segments.

Israel

North America
Europe

Asia

Other

5. Finance income and expense

Finance expense
Bank borrowings

Foreign currency exchange
costs
Bank fees

Finance income

Interest received on bank
deposits
Other

Gains from financial assets
Classified as held for
trading

Gains from warrants

External revenue
by location of customers
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2008 2007
$'000 $'000
8,704 10,012
3,498 4,374
4,750 3,358
490 1,172
481 119
17,923 19,035
2008 2008 2007 2007
$'000 $'000 $'000 $'000
- 13
190 30
76 51
266 94
46 120
296 306
298 943
640 1,369
374 1,275




M.T.I Wireless Edge Ltd.

Notes forming part of the financial statements for the year ended December 31, 2008

6.

Tax expense
A

B.

Tax Laws in Israel:

1.

Law for the Encouragement of Capital Investments, 1959:

Pursuant to the provisions of the said law, the company is eligible for tax benefits resulting
from implementation of programs for investment in assets, in accordance with the letters of
approval they received (“approved enterprises”), which grant the Group the right to
exemption from tax for a period of two year and subsequent to such period - to tax at a
reduced rate of 25% on income derived from the approved enterprise, subject to fulfilment of

the conditions stipulated in the letter of approval.

The period in which the company will enjoy the tax exemption or reduced tax rate is limited
in each letter of approval to seven years from the first year in which taxable income is earned
(actual - from the year 2005). If the percentage of a company’s share capital held by foreign
shareholders exceeds 25%, the company will be entitled to reduced tax rates for a further five

years.

If the company distributes dividends out of the exempt income of the approved enterprise,

the company will be subject to tax at the rate of 25% on the distributed income.

Tax rates:

In July 2005, due to new tax legislation, the reduction in the tax rate for Israeli Companies
was accelerated. On July 1, 2004 and in 2005, the Corporate tax rate was reduced to 35% for
2004 tax year, 34% for the 2005 tax year, 31% for the 2006 tax year, 29% for the 2007 tax
year , 27% for the 2008 tax year, 26% for the 2009 tax year and 25% for the 2010 tax year

and thereafter.

Income Tax (Inflationary Adjustments) Law, 1985:

According to the law, until 2007, the results for tax purposes were measured based on the
changes in the Israeli CPI.

In February 2008, the "Knesset" (Israeli parliament) passed an amendment to the Income Tax
(Inflationary Adjustments) Law, 1985, which limits the scope of the law starting 2008 and
thereafter. Starting 2008, the results for tax purposes are measured in nominal values,
excluding certain adjustments for changes in the Israeli CPI carried out in the period up to
December 31, 2007. The amendment to the law includes, inter alia, the elimination of the
inflationary additions and deductions and the additional deduction for depreciation starting
2008.

Income tax assessments:

The company has final tax assessments up and including the ye