Corporate Overview

EXFO was incorporated on September 18, 1985. Our original products were focused primarily on the needs
of installers and operators of fiber-optic networks. These products are marketed in what is known today as
our Portable and Monitoring Division. This division markets its products mainly to telecommunication carriers
and network service providers. These customers use Portable and Monitoring Division products for
installation and maintenance, monitoring and troubleshooting applications. In 1996, we supplemented our
product portfolio with an extensive line of Industrial and Scientific products that are dedicated to the
research and development as well as manufacturing markets in the fiber-optic industry. Our Industrial and
Scientific products tend to be more complex and higher priced than our Portable and Monitoring products.
Industrial and Scientific Division customers include optical component and system manufacturers as well and
research and development laboratories. In fiscal 1999, we entered the market for remote fiber test systems.
Remote fiber test systems, which are marketed through our Portable and Monitoring Division, allow carriers to
deploy test equipment throughout their networks in order to monitor the integrity of their fiber-optic networks.

In fiscal 2001, we announced three strategic acquisitions to bolster growth in both of our product divisions.
We acquired Burleigh Instruments for its wavelength measurement instruments and nano-positioning
alignment systems. We added EFOS (renamed EXFO Photonic Solutions) for its precision light-based,
adhesive spot-curing technology. Both of these companies are expected to accelerate growth in our
Industrial and Scientific Division. Finally, we reached an agreement to acquire Avantas Networks, a supplier
of leading-edge, fiber-optic testing and optical network performance management equipment that supports
a wide range of protocols and data transmission rates. Avantas should increase sales in both product
divisions, but initially in our Portable and Monitoring Division.

The Avantas acquisition will enable us to enter the critical protocol-layer testing market and, more
importantly, almost double our addressable market size to an estimated $3.3 billion, according to reports
from Frost and Sullivan. In layman’s terms, EXFO products test the highway, or the fiber, optical components
and value-added optical modules that make up the physical layer of an optical network. Our products also
cover the numerous lanes along the highway, or the DWDM wavelengths carrying bandwidth within the
optical layer of a network. With the Avantas acquisition, EXFO products will also test the traffic, or the bits
and bytes, running through the protocol layer of a network.

We sell our products to more than 2000 customers through our direct sales force and indirectly through
distribution channels. Cost of sales include raw materials, salaries and related expenses for direct and
indirect manufacturing personnel and manufacturing overhead.

Selling and administrative expenses consist primarily of salaries and related expenses for personnel, sales
commissions, travel expenses, marketing programs, professional services, management information
systems, human resources and other corporate expenses.

Gross research and development expenses consist primarily of salaries and related expenses for engineers
and other technical personnel as well as fees paid to third-party consultants. We are eligible to receive
research and development (R&D) tax credits and government grants. Related R&D tax credits and
government grants are recorded as a reduction of gross R&D expenses.
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