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Note: As used in this Annual Report on Form 10-K, the terms “Comtech,” “we,” “us,” “our” and “our Company”” mean Comte
Telecommunications Corp. and Comtech’s subsidiaries.

PARTI
ITEM 1. BUSINESS

We design, develop, produce and market innovative products, systems and services for advanced communications
solutions. We believe many of our solutions play a vital role in providing or enhancing communication capabilities
when terrestrial communications infrastructure is unavailable, inefficient or too expensive. We conduct our business
through three complementary segments: telecommunications transmission, mobile data communications and RF
microwave amplifiers. We sell our products to a diverse customer base in the global commercial and government
communications markets. We believe we are a leader in the market segments that we serve.

Over the past several years, we have experienced significant growth that was driven by increased reliance on our
products by the U.S. government as well as the August 1, 2008 acquisition of Radyne Corporation (“Radyne”). As more
fully described throughout this Form 10-K, we reported record-breaking sales of $778.2 million in fiscal 2010 which
represented our eighth straight year of record sales and significant growth as compared to the $586.4 million of sales
that we achieved in fiscal 2009. Our sales and operating results in fiscal 2010 significantly benefited from the
shipment and delivery of multiple large orders that we received in fiscal 2009 from the U.S. Army, including a $281.5
million order, the single largest order that we received in our history. We expect to complete deliveries of these large
orders in fiscal 2011; however, because a significant portion of these orders shipped in fiscal 2010, it will be difficult
for sales in fiscal 2011 to reach the levels that we achieved in fiscal 2010.

In September 2010, after the end of our fiscal 2010, we and CPI International, Inc. (“CPI”) entered into a Termination
and Release Agreement, by which we and CPI terminated a previously announced Merger Agreement, dated May 8,
2010. As part of the termination, Comtech received a termination fee of $12.5 million (net of certain directly related
expenses) from CPIL.

With cash and cash equivalents of more than $600.0 million, we announced on September 23, 2010 the initiation of a
$100.0 million stock repurchase program and a quarterly dividend program. We also expect to use a portion of our
cash and cash equivalents to make one or more acquisitions in fiscal 2011.

Our Internet website is www.comtechtel.com and we make available free of charge, on our website, our annual
reports, quarterly reports, current reports and any related amendments. Unless specifically noted, the reference to our
website address does not constitute incorporation by reference of the information contained therein into this Annual
Report on Form 10-K. In addition, any materials filed with the SEC may be read and copied by the public at the SEC’s
Public Reference Room at 100 F Street, N.E., Washington, DC 20549. The public may obtain information on the
operation of the Public Reference Room by calling the SEC at 1-800-SEC-0330. We are incorporated in the state of
Delaware and were founded in 1967.
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Industry Background

The global commercial and government communications markets are characterized by rapid technological advances
and constant changes. In the past few years, the markets that we participate in have been impacted by difficult global
economic conditions and tighter military budgets. Notwithstanding those conditions, however, we believe that both we
and our end-markets will grow over the coming years due to many factors, including the following:

® Increased Reliance on Communication Systems and Demand for Increased Cost Efficiencies. Businesses,
governments and consumers around the world have become increasingly reliant upon communications systems to
communicate with their customers, suppliers, and employees. In particular, there has been a significant increase in
global demand for products and services that are utilized for wireless and cellular-based communications,
broadcasting (including high definition television (“HDTV”) for cable and over-the-air broadcast), Internet Protocol
(“IP”)-based communications (including voice, broadband video and data), long distance telephony and highly secure
defense applications. Communications network providers have been forced to increase their investments in new and
updated transmission systems in order to maintain the quality and availability of their services. Because of this
increased global demand, satellite transponder utilization and transponder costs are expected to increase in many
areas of the world. As a result, communications network providers and end-users are continually seeking solutions
that increase the efficiency of their networks in order to reduce operating costs. In light of the relatively high cost of
satellite transmission versus other transmission channels, we believe that communications network providers will
make their vendor selections based upon the operating efficiency and quality of the products and solutions they
offer.

e The Emergence of Information-Based, Network-Centric Warfare. Militaries around the world, including the United
States (“U.S.”) military, have become increasingly reliant on information and communications technology to provide
critical advantages in battlefield, support and logistics operations. Situational awareness, defined as knowledge of
the location and strength of friendly and unfriendly forces during battle, can increase the likelihood of success
during a conflict. As evidenced by the Iraq and Afghanistan conflicts, stretched battle and supply lines have used
satellite-based (including mobile satellite-based) and over-the-horizon microwave communications solutions to
span distances that normal radio communications, such as terrestrial-based systems, are unable to cover. We believe
that our satellite-based and over-the-horizon microwave technologies are critical due to the lack of terrestrial-based
communications infrastructure in many parts of the world where the U.S. and other militaries operate.

e The Need for Developing Countries to Upgrade Their Commercial and Defense Communication Systems. We
believe many developing countries are committing greater resources and are now placing a higher priority on
developing and upgrading their communications systems than in the past. Many of these countries lack the financial
resources to install extensive land-based networks, particularly where they have large geographic areas or
unfriendly terrain that make the installation of land-based networks more costly. We believe satellite-based and
over-the-horizon microwave technologies often provide affordable and effective solutions to meet the requirements
for communications services in these countries.

Although the speed at which industry advances and changes are directly impacted by the health of the global
economy, we expect to participate in the industry’s overall expected growth by focusing research and development
resources across all three of our business segments to produce secure, scalable and reliable technologies to meet these
evolving market needs.

Corporate Strategies

We manage our business with the following principal corporate business strategies:
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¢ Seek leadership positions in markets where we can provide specialized products and services;
¢ [dentify and participate in emerging technologies that enhance or expand our product portfolio;
® Operate business segments flexibly to maximize responsiveness to our customers;

¢ Strengthen our diversified and balanced customer base; and

® Pursue acquisitions of businesses and technologies.

We believe that, as a result of these business strategies, we are well positioned to continue to capitalize on growth

opportunities in the global commercial and government communications markets.
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Competitive Strengths

The successful execution of our principal corporate strategies is based on our competitive strengths, which are briefly
described below:

Leadership Positions in All Three Business Segments — In our telecommunications transmission segment, we believe
we are the leading provider of satellite earth station modems and over-the-horizon microwave systems. Many of our
products incorporate Turbo Product Code (“TPC”) forward error correction technology and DoubleTalk®
Carrier-in-Carrier® bandwidth compression which enable our customers to optimize their satellite network by either
reducing their satellite transponder lease costs or increasing data throughput. In our mobile data communications
segment, we believe we are a critical product and technology supplier for the U.S. Army’s logistics community’s
Movement Tracking System (“MTS”) and we continue to be a critical supplier to the U.S. Army’s legacy war-fighter
orientated satellite-based, tracking and communications system known as the Force XXI Battle Command, Brigade
and Below (“FBCB2”) command and control system, also referred to as BFT-1. In our RF microwave amplifiers
segment, we believe we are one of the largest independent suppliers of broadband, high-power, high-performance RF
microwave amplifiers and a leader in the satellite earth station traveling wave tube amplifier market.

Innovative Leader with Emphasis on Research and Development — We have established a leading technology position
in our fields through internal and customer funded research and development activities. We believe we were the first
company to begin full-scale deployment of TPC forward error correction technology and DoubleTalk®
Carrier-in-Carrier® bandwidth compression in digital satellite earth station modems. Our field-proven
over-the-horizon microwave systems utilize a proprietary 16 megabits per second (“Mbps”) adaptive digital modem and
we have developed a troposcatter modem that can exceed 20 Mbps. We believe our existing MTS and BFT-1
technologies will remain critical components of the U.S. Army’s satellite communications network for a number
of years. In our RF microwave amplifiers segment we are incorporating Gallium Nitride technology into our products
which allows us to offer customers more powerful and higher efficiency RF microwave amplifiers. In addition, our
traveling wave tube amplifiers have built-in block up converters (“BUCs”) that significantly reduce operating costs for
domestic and international broadcasters.

Diverse Customer Base with Long-Standing Relationships — We have established long-standing relationships with
leading domestic and international system and network suppliers in the satellite, defense, broadcast and aerospace
industries, as well as the U.S. government and foreign governments. Our products are in service around the globe and
we continue to expand our geographic distribution. We believe that our customers recognize our ability to develop
new technologies and to meet stringent program requirements.

Core Manufacturing Expertise That Supports All Three Business Segments — Our high-volume technology
manufacturing center located in Tempe, Arizona utilizes state-of-the-art design and production techniques, including
analog, digital and RF microwave production, hardware assembly and full-service engineering. All three of our
business segments utilize this manufacturing center for certain high-volume production which allows us to secure
volume discounts on key components, control the quality of our manufacturing process and maximize the utilization
of our manufacturing capacity.

Successful Acquisition Track Record — We have demonstrated that we can successfully integrate acquired businesses,
achieve increased efficiencies and capitalize on market and technological synergies. We believe that our disciplined
approach in identifying, integrating and capitalizing on acquisitions provides us with a proven platform for additional
growth. The Radyne acquisition that we completed in fiscal 2009 was the largest acquisition in our history and we
achieved all of the strategic goals and operating efficiency targets that we originally established when we announced
the acquisition.
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Our Three Business Segments

We conduct our business through three complementary business segments: telecommunications transmission, mobile
data communications and RF microwave amplifiers. By operating independently, our business segments are able to
maintain a high level of focus on their respective businesses, activities and customers. Our corporate senior
management team supports the business segments by, among other things, actively seeking to exploit synergies that
exist between the segments, including areas such as manufacturing, technology, sales, marketing and customer
support. Financial information about our business segments is provided in “Notes to Consolidated Financial Statements
— Note (13) Segment Information” included in “Part II — Item 8 — Financial Statements and Supplementary Data.”

Telecommunications Transmission Segment
Overview

Our telecommunications transmission segment provides equipment and systems that are used to enhance satellite
transmission efficiency and that enable wireless communications in environments where terrestrial communications
are unavailable, inefficient or too expensive. These products and systems are used in a wide variety of commercial and
government applications including the backhaul of wireless and cellular traffic, broadcasting (including HDTV),
IP-based communications traffic, long distance telephony and highly secure defense applications.

Products, Services and Applications

The following are the key products and systems, along with related markets and applications, for our
telecommunications transmission segment:

Satellite Earth Station Equipment and Systems — We provide customers a one-stop shopping approach by offering a
broad range of satellite earth station equipment. Our product offerings include satellite earth station modems, BUCs,
power amplifiers, transceivers, access devices, voice gateways, IP encapsulators and media routers. We market our
products under a variety of brand names including Comtech EF Data, Radyne, Vipersat, Memotec, AHA and Verso.
Over the past several years, we have introduced a new line of satellite earth station modems that allow for greater data
transmission than ever before. Our satellite earth station modems and products include:

e CDM-600 — One of our all-time best selling modems, the CDM-600 includes an option that allows end-users to
incorporate our patented TPC, a forward error correction technology which can significantly reduce satellite
transponder lease costs or increase satellite earth station modem data throughput. The CDM-600 provides
connectivity up to 20 Mbps.

e CDM-625 — First launched in fiscal 2008, the CDM-625 was our first modem to combine low density parity check
(“LDPC”), a forward error correction technology, as well as DoubleTalk® Carrier-in-Carrier® bandwidth
compression, a technique that allows satellite earth stations to transmit and receive at the same frequency,
effectively reducing transponder bandwidth requirements by 50%. The CDM-625 is marketed to users who require
connectivity up to 25 Mbps.
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