


MOSAID Technologies Incorporated

MOSAID Announces Second Quarter Results for Fiscal 2008
and Dividend

Quarterly dividend of $0.25 per share payable on January 21, 2008

OTTAWA, Ontario — November 27, 2007 — MOSAID Technologies Incorporated (TSX:MSD) today
announced financial results for the second quarter of fiscal 2008, ended October 31, 2007.

e Q2 revenues within guidance: $11.5 million
e Q2 pro forma income at top end of guidance: $3.8 million or $0.34 per diluted share

¢ Maintaining fiscal 2008 full year guidance for revenue and pro forma income

“l am pleased that MOSAID delivered solid financial results for the second quarter, meeting revenue
guidance and delivering the top end of the range on pro forma income guidance, despite challenges
posed by the rapid appreciation of the Canadian dollar,” said John Lindgren, President and Chief
Executive Officer, MOSAID. “Moving into the second half of fiscal 2008, we are on plan and confident
in achieving our guidance targets for the full year. We are making good progress in our
wireless/wireline and semiconductor licensing programs, as we are in various stages of communication
and negotiations with more than 50 companies.”

Revenues for the second quarter of fiscal 2008 were $11.5 million, compared to $14.8 million in the
second quarter of fiscal 2007. Revenues in the second quarter a year ago were higher primarily as a
result of a double payment by one licensee and a higher foreign exchange rate.

Pro forma income was $3.8 million or $0.34 per diluted share in the second quarter of fiscal 2008,
compared to $6.2 million or $0.55 per diluted share in the same period a year ago. Pro forma income
for the second quarter of fiscal 2008 was less than the same period in the prior year primarily due to
reduced revenue. Slightly higher operating expenses and reduced net interest income in Q2 fiscal 2008,
as compared to the same period in the prior year, also contributed to the reduced pro forma income
result. A reconciliation of pro forma income to Canadian generally accepted accounting principles
(GAAP) net income is included in the notes to the financial statements accompanying this press release.

GAAP net income for the second quarter of fiscal 2008 was $4.7 million or $0.43 per diluted share, as
compared to net income of $4.7 million or $0.42 per diluted share reported in the same quarter last year.
For the second quarter of fiscal 2008, GAAP net income significantly exceeded the Company’s
guidance of $900,000 primarily due to downward revaluation of U.S. dollar denominated liabilities,
resulting in a foreign exchange gain.

MOSAID’s balance of cash and marketable securities at the end of the second quarter of fiscal 2008 was
$56.8 million, compared to $62.5 million at the end of the first quarter of fiscal 2008. During the

1



second quarter, the Company expended $4.5 million of cash to repurchase and cancel 224,000 shares
under the normal course issuer bid announced on September 10, 2007, and returned $2.8 million to
shareholders in quarterly dividend payments. It is the intention of the Board of Directors to continue the
Company’s previously announced normal course issuer bid.

Today the Company also announced that it is in active discussions with respect to the potential sale of
its Ottawa head office campus, on terms that would allow the Company to remain as a tenant in part of
the premises. MOSAID hopes to complete a transaction on these terms, and in the price range of $10.0
million to $12.0 million, before the end of fiscal 2008.

On November 27, 2007, MOSAID Technologies declared a quarterly dividend of $0.25 per share. The
dividend, which is an eligible dividend, is payable on January 21, 2008 to shareholders of record as of
January 2, 2008.

Guidance

Management offers the following guidance for the third quarter of fiscal 2008:
e Q3 revenues of $11.5 million to $12.5 million

e Q3 pro forma income of $3.5 million to $4.5 million, or $0.31 to $0.40 per diluted share

MOSAID is maintaining its guidance for fiscal 2008:
e Fiscal 2008 revenues in the range of $55 million

e Fiscal 2008 pro forma income of $20.0 million to $22.0 million, or $1.77 to $1.95 per diluted
share

Conference Call and Webcast

Management will hold a conference call and analyst webcast on Tuesday, November 27, 2007 at 5:00
p.m. EDT. Analysts may access the conference call by dialing 1-800-732-9382. The webcast will be live
at www.mosaid.com and available on MOSAID’s web site for 90 days following the event.

About MOSAID

MOSAID Technologies Inc. is one of the world’s leading intellectual property companies. MOSAID
develops semiconductor memory technology and licenses patented intellectual property in the areas of
semiconductors, and wired and wireless communications systems. MOSAID counts many of the
world's largest semiconductor companies among its customers. Founded in 1975, MOSAID is based in
Ottawa, Ontario. For more information, visit www.mosaid.com.

Forward Looking Information

This document and certain other public documents incorporated by reference in this document, contain
forward-looking statements to the extent they relate to MOSAID or its management, including those
identified by the expressions “anticipate,” “believe,” “foresee,” “estimate,” “expect,” “intend,” “could,”
“may,” “plan,” “will,” *would” and similar expressions. Similarly, statements in this document that
describe MOSAID’s business strategy, outlook, objectives, plans, intentions or goals also are forward-
looking statements. These forward-looking statements are not historical facts, but rather reflect
MOSAID’s current expectations regarding future events. These forward-looking statements are subject
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to a number of risks and uncertainties that could cause actual results, performance or achievements to
differ materially from those in such forward-looking statements. Assumptions made in preparing
forward-looking statements and financial guidance include, but are not limited to, the following:
MOSAID’s continued expansion of its patent portfolio and of its opportunities for future patent
licensing revenue as a result of MOSAID’s acquisition of patents from third parties and from
development of new inventions; DRAM manufacturers continuing to infringe MOSAID’s patents; the
timing and amount of MOSAID’s litigation expenses; MOSAID’s ability to sign new patent licensees;
current assumptions as to the identification of products that are unlicensed to MOSAID’s wireless
patents; and the timing and amount of MOSAID’s Research & Development expenses.

Factors that could cause actual results to differ materially from expected results include, but are not
limited to, the following: the extent of embedded DRAM proliferation in the System-on-a-Chip markets;
legal rulings and/or regulatory investigations or complaints having an adverse impact on the validity,
enforceability, potential royalty rates, and strength or breadth of coverage of MOSAID’s essential
and/or nonessential patents (including, but not limited to, adverse results from litigation or proceedings
in patent offices and government regulatory agencies in various countries around the world); judicial,
legislative or regulatory changes that impair the ability of patent holders to earn licensing revenues;
economic, social, and political conditions in the countries in which MOSAID or patent licensees operate,
including security risks, health conditions, possible disruptions in transportation networks and
fluctuations in foreign currency exchange rates; non-payment or delays in payment by licensees;
variability in patent licensees’ sales of licensed products, failure to maintain and enforce MOSAID’s
existing patent portfolio, or failure to obtain valuable patents as a result of research and development
activities, or failure to acquire valuable patents from third parties; MOSAID’s ability to recruit and
retain skilled personnel; change in MOSAID’s financial position; consolidation of MOSAID’s
licensees; natural events, such as severe weather and earthquakes in the locations in which MOSAID or
patent licensees operate; and changes in the tax rate applicable to MOSAID as the result of changes in
the tax law in the jurisdictions in which profits are determined to be earned and taxed, the outcome of
tax audits and the ability to realize deferred tax assets.

MOSAID assumes no obligation to update or revise any forward-looking statements. Additional
information identifying risks and uncertainties affecting MOSAID’s business and other factors that
could cause MOSAID’s financial results to fluctuate are contained in MOSAID’s Annual Information
Form, under the section entitled “Risk Factors,” and in MOSAID’s other public filings available online
at www.sedar.com.

Investor and Media Inquiries

Michael Salter

Director, Investor Relations and Corporate Communications
613-599-9539 x1205

salter@mosaid.com

MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION,
FINANCIAL STATEMENTS AND NOTES FOLLOW



MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION

This discussion and analysis is dated November 27, 2007. It should be read in conjunction with the
unaudited Consolidated Financial Statements of MOSAID Technologies Incorporated (“MOSAID” or
“the Company”) for the quarter ended October 31, 2007 appearing elsewhere in this report. It should
also be read in conjunction with the unaudited Consolidated Financial Statements and notes thereto for
MOSAID for the quarter ended July 31, 2007, as well as with Management’s Discussion and Analysis
(MD&A) included in the Company’s most recent Annual Report for the fiscal year ended April 30,
2007. Unless otherwise stated, all amounts are in Canadian dollars.

Management is responsible for establishing appropriate information systems, procedures and controls to
ensure that all financial information disclosed externally, including this MD&A, and used internally by
management, is complete and reliable. These procedures include the review and approval of the
financial statements and associated information, including this MD&A, first by the Disclosure
Committee, a committee of the management team, the Audit Committee of the Board of Directors and
subsequently by the Board.

Forward-looking Information Statements

This document and certain other public documents incorporated by reference in this document contain
forward-looking statements to the extent they relate to MOSAID or its management, including those
identified by the expressions “anticipate,” “believe,” “could,” “estimate,” “expect,” “intend,” “may,”
“plan,” “will,” “would” and similar expressions. These forward-looking statements are not historical
facts, but rather reflect MOSAID’s current expectations regarding future events. These forward-looking
statements are subject to a number of risks and uncertainties that could cause actual results, performance
or achievements to differ materially from current expectations. Assumptions made in preparing forward-
looking statements and financial guidance include, but are not limited to, the following:

e MOSAID’s continued expansion of its patent portfolio and of its opportunities for future patent
licensing revenue as a result of MOSAID’s acquisition of patents from third parties and from
development of new inventions;

semiconductor and wireless product vendors continuing to infringe MOSAID’s patents;

the timing and amount of MOSAID’s litigation expenses;

MOSAID’s ability to sign new licensees;

current assumptions as to the identification of products that are unlicensed to MOSAID’s
wireless patents; and

o the timing and amount of MOSAID’s Research and Development expenses.

Factors that could cause actual results to differ materially from expected results include, but are not
limited to, the following:

e MOSAID’s ability to negotiate settlements with licensees;

e legal rulings and/or regulatory investigations or complaints having an adverse impact on the
validity, enforceability, potential royalty rates, and strength or breadth of coverage of
MOSAID’s essential and/or nonessential patents (including, but not limited to, adverse results
from litigation or proceedings in patent offices and government regulatory agencies in various
countries around the world);



e judicial, legislative or regulatory changes that impair the ability of patent holders to earn
licensing revenues;

e economic, social, and political conditions in the countries in which MOSAID or patent licensees
operate, including security risks, health conditions, possible disruptions in transportation
networks and fluctuations in foreign currency exchange rates;

e non-payment or delays in payment by licensees;

e variability in patent licensees’ sales of licensed products, failure to maintain and enforce

MOSAID’s existing patent portfolio, or failure to obtain valuable patents as a result of research

and development activities, or failure to acquire valuable patents from third parties;

MOSAID’s ability to recruit and retain skilled personnel;

change in MOSAID’s financial position;

consolidation of MOSAID’s licensees;

natural events, such as severe weather and earthquakes in the locations in which MOSAID or

patent licensees operate; and

e changes in the tax rate applicable to MOSAID as the result of changes in the tax law in the
jurisdictions in which profits are determined to be earned and taxed, the outcome of tax audits
and the ability to realize deferred tax assets.

MOSAID assumes no obligation to update or revise any forward-looking statements. Additional
information identifying risks and uncertainties affecting MOSAID’s business and other factors that
could cause MOSAID’s financial results to fluctuate are contained in MOSAID’s Annual Information
Form, under the section entitled “Risk Factors,” and in MOSAID’s other public filings available online
at www.sedar.com.

It should also be noted that the Certification by MOSAID’s CEO and CFO of Interim Filings, as
prescribed by Form 52-109F2, is required in conjunction with the reporting of these quarterly results
and is filed accordingly with SEDAR.

Overview

The Company reported revenues of $11.5 million for the quarter ended October 31, 2007 (“Q2 fiscal
2008”), representing a decrease of 22 % from revenues of $14.8 million for the quarter ended October
31, 2006 (“Q2 fiscal 2007”). Income before discontinued operations for Q2 fiscal 2008 was $4.5 million
or $0.40 per diluted share, compared to $5.8 million or $0.52 per diluted share for the same period in the
prior year. Net income, under generally accepted accounting principles (GAAP) for Q2 fiscal 2008 was
$4.7 million or $0.43 per diluted share, compared to net income of $4.7 million, or $0.42 per diluted
share for the same quarter last year. Pro forma net income, which is GAAP net income excluding stock-
based compensation, amortization and imputed interest expense related to acquired patents, and other
non-recurring items, was $3.8 million or $0.34 per diluted share in Q2 fiscal 2008, as compared to $6.2
million or $0.55 per diluted share for Q2 fiscal 2007.



Results of Operations

The following table shows the percentage of revenues represented by certain items in the Company’s
GAAP consolidated statement of earnings for the fiscal quarters indicated.

Quarter Ended October 31, Six Months Ended October 31,

2007 2006 2007 2006
% % % %
Revenues 100 100 100 100
Expenses
Patent portfolio management 12 7 10 6
Patent licensing and litigation 24 15 21 11
Research and development 5 2 5 2
General and administration 8 11 9 10
Foreign exchange (gain) loss (37) 2 (24) -
Restructuring - - - -
Special committee 1 8 3
Stock-based compensation 1 1 1 1
Patent amortization and imputed interest 30 3 28 1
Operating expenses 44 45 50 34
Income from operations 56 55 50 66
Net interest income 5 5 4 4
Income tax expense 22 20 19 28
Income before discontinued operations 39 40 34 42
Discontinued operations (net of tax) 2 (8) 25 (9)
Net income 41 32 59 33

The following table shows the percentage of revenues represented by certain items in the Company’s
pro forma consolidated statement of earnings for the fiscal quarters indicated.

Quarter Ended October 31, Six Months Ended October 31,

2007 2006 2007 2006
% % % %
Revenues 100 100 100 100
Expenses
Patent portfolio management 12 7 10 6
Patent licensing and litigation 24 15 21 11
Research and development 5 2 5 2
General and administration 8 11 9 10
Foreign exchange loss 4 2 3 -
Special committee 1 8 - 2
Operating expenses 54 41 48 31
Pro forma income from operations 46 59 52 69
Net interest income 5 5 4 4
Income tax expense 18 23 20 26
Pro forma income 33 41 36 47




Pro forma income is reconciled to GAAP net income as follows:

(Dollar amounts in thousands)

Quarter Ended October 31,

Six Months Ended October 31,

2007 2006 2007 2006
$ $ $ $
GAAP net income 4,734 4,715 14,269 11,372
Add (deduct):
Stock-based compensation 137 169 235 318
Patent amortization and imputed interest 3,436 418 6,836 557
Restructuring - - 19 -
Discontinued operations (net of tax) (236) 1,111 (6,036) 2,932
Foreign exchange gain (4,740) - (6,418) -
iltr;(r:](:;ne tax expense — for the above 465 (258) (199) 811
Pro forma income 3,796 6,155 8,706 15,990

MOSAID operates through one segment and division, the Intellectual Property Division.

REVENUES
(Dollar amounts in thousands) Quarter Ended October 31, Six Months Ended October 31,
2007 2006 2007 2006
Revenues $11,526 $14,838 $24,121 $33,947

Revenues in Q2 fiscal 2008 decreased by 22%, as compared to Q2 fiscal 2007. The decrease is due
primarily to a double payment in Q2 fiscal 2007 from a licensee versus a single payment in Q2 fiscal
2008 (royalty revenue is recognized when due) and a weaker U.S. currency. The majority of the

Company’s revenues are denominated in U.S. dollars.

Revenues for the six months ended October 31, 2007 decreased 29% as compared to the same period in
the prior year. The decrease is primarily the result of the one-time fixed amount of approximately $8.9
million related to the patent sale and licensing arrangement with Portal Player, Inc., a weaker U.S.
currency, and lower royalties from running royalty agreements.

Revenues can vary significantly from quarter to quarter depending upon contractually determined timing
of royalty reporting by licensees, the cyclical nature of the semiconductor industry, and foreign currency

fluctuations.

The approximate geographic breakdown of operating revenues is as follows:

Quarter Ended October 31,

Six Months Ended October 31,

2007 2006 2007 2006

% % % %

Asia Pacific 77 62 77 58
North America - - - 26
Europe 23 38 23 16



The Company licenses its technology globally. Due to the nature of the patent licenses, the geographic
distribution of revenues can significantly vary from quarter to quarter. The Company is economically
dependent upon relatively few licensees. In Q2 fiscal 2008, one licensee accounted for 36% of revenues;
other licensees accounted for 31% and 23% respectively. In Q2 fiscal 2007, one licensee accounted for
36%; other licensees accounted for 29% and 25% respectively.

EXPENSES

Patent portfolio management

(Dollar amounts in thousands) Quarter Ended October 31, Six Months Ended October 31,
2007 2006 2007 2006

Patent portfolio management $1,356 $1,025 $2,318 $1,916

As a percentage of total revenues 12% 7% 10% 6%

Increase from same period last year 32% 21%

Patent portfolio management expense represents the cost of patent administration, including filing and
maintaining patents and patent applications worldwide, identifying and assessing potential patents for
acquisition and assessment of partnership opportunities with third party patent holders.

The increase in patent portfolio management expenses as a percentage of revenues and in absolute dollar
terms for both the quarter and six months ended October 31, 2007, as compared to the same period last
year, is due to increased subcontract costs as a result of a higher number of first filings of patent
applications, continuations and foreign filings in Europe and in Asia Pacific, as well as analysis,
consultations and certain amendments of previously filed applications in anticipations of new U.S. rules.
At the end of Q2 fiscal 2008, the Company had 850 patents and patents pending, as compared to 687 at
the end of Q2 fiscal 2007.

Patent licensing and litigation

(Dollar amounts in thousands) Quarter Ended October 31, Six Months Ended October 31,

2007 2006 2007 2006
Patent licensing and litigation $2,711 $2,204 $5,149 $3,707
As a percentage of total revenues 24% 15% 21% 11%
Increase from same period last year 23% 39%

Patent licensing and litigation expense represents the cost of managing and conducting litigation actions,
all reverse engineering costs undertaken by or on behalf of the Company, and conducting licensing
negotiations.

The increase in patent licensing and litigation expenses for both Q2 fiscal 2008 and the six months
ended October 31, 2007, as a percentage of revenues and in absolute terms, as compared to the prior
year, is due primarily to increased litigation costs as the Micron, ProMOS, Powerchip and Mosel Vitelic
litigation progresses, and increased licensing costs related to headcount.

Management expects that litigation expense during subsequent quarters in fiscal 2008 will exceed the
level recorded during Q2 fiscal 2008; although due to the nature of the expense, it may vary
significantly from quarter-to-quarter.



Research and Development (R&D)

(Dollar amounts in thousands) Quiarter Ended October 31, Six Months Ended October 31,

2007 2006 2007 2006
Research and development $599 $255 $1,091 $515
As a percentage of total revenues 5% 2% 5% 2%
Increase from same period last year 135% 112%

R&D expense represents the cost, net of investment tax credits, of developing internally and promoting
new technology or improving existing technology related to the business of the Company.

R&D, as a percentage of revenues and in absolute dollar terms, increased in Q2 fiscal 2008 and the six
months ended October 31, 2007 compared to Q2 fiscal 2007 due primarily to headcount, subcontract
and EDA tool expenses as the Company provides more resources towards the development of its
HyperLink NAND (HLNAND™) technology.

Investment tax credits reduced gross R&D expenses by $19,000 during Q2 fiscal 2008, compared to
$13,000 for the same quarter in the prior year.

General and Administration (G&A)

(Dollar amounts in thousands) Quarter Ended October 31, Six Months Ended October 31,

2007 2006 2007 2006
General and administration $945 $1,679 $2,158 $3,483
As a percentage of total revenues 8% 11% 9% 10%
(Decrease) from same period last year (44%) (38%)

G&A expense represents the cost of corporate services, such as executive services, finance, corporate
legal, human resources, office administration, communications, public company cost and information
technology.

The decrease in G&A expense as a percentage of revenue in Q2 fiscal 2008 and the six months ended
October 31, 2007, as compared to the same percentage in Q2 fiscal 2007 is due to a one time reversal of
G&A costs of approximately $350,000. The decrease in absolute G&A expense in Q2 fiscal 2008 and
the six months ended October 31, 2007, as compared to the same period in the prior year is due to the
restructuring activities undertaken by the Company in fiscal 2007 and the aforementioned one time
reversal.



Foreign exchange (gain) loss (FX)

(Dollar amounts in thousands) Quarter Ended October 31, Six Months Ended October 31,
2007 2006 2007 2006

FX (gain) loss $(4,253) $(227) $(5,743) $(93)

As a percentage of total revenues (37%) (2%) (24%) -

FX expense represents the cost, realized and unrealized, of unhedged transactions denominated in
currencies other than the Company’s reporting currency.

The FX gain of $4.3 million during Q2 fiscal 2008 and $5.7 million during the six months ended
October 31, 2007 was due primarily to the revaluation of the Company’s liabilities related to acquired
patents. Without this revaluation, the Company would have incurred an FX loss of $487,000 or 4% of
revenues during Q2 fiscal 2008 and $675,000 or 3% of revenues during the first six months ended
October 31, 2007 due to the depreciation of the United States dollar.

Patent amortization and imputed interest

(Dollar amounts in thousands) Quarter Ended October 31, Six Months Ended October 31,

2007 2006 2007 2006
Patent amortization and imputed interest $3,436 $418 $6,836 $557
As a percentage of total revenues 30% 3% 28% 1%

Patent amortization and imputed interest expense represents the amortization charge related to acquired
patents or patents where the Company has exclusive licensing rights as a result of partnerships or similar
business models with third parties, and the cost of imputed interest expense which results from
discounting, for the time value of money, liabilities incurred for the purpose of acquiring patents, either
outright or through partnership models.

The increase in patent amortization and imputed interest cost for the quarter and the six months ended
October 31, 2007, as a percentage of revenues and in absolute dollar terms, is due primarily to the
acquisition of patents in Q4 fiscal 2007.

Net Interest Income

Interest income and interest expense amounted to $651,000 and $86,000, respectively in Q2 fiscal 2008,
compared to $765,000 and $91,000 in Q2 fiscal 2007. Interest income and interest expense amounted to
$1.1 million and $173,000 respectively for the six months ended October 31, 2007, compared to $1.4
million and $183,000 for the same period in fiscal 2007. Interest income was lower due to lower average
cash balances in Q2 fiscal 2008 and the six months ended October 31, 2007, as compared to the same
period in the previous year.
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Income Taxes

Income tax expense of $2.6 million was recorded for Q2 fiscal 2008, compared to $3.0 million for Q2
fiscal 2007. The effective tax rate in Q2 fiscal 2008 is 36.3% as compared to 34.3% in Q2 fiscal 2007.
The Company expects the effective tax rate to be approximately 36% - 37% for the remainder of fiscal
year 2008.

Discontinued operations

Discontinued operations (net of tax) for Q2 fiscal 2008 generated a profit of $236,000, as compared to a
loss of $1.1 million for the same period in the prior year.

Discontinued operations (net of tax) for the six months ended October 31, 2007 generated a profit of
$6.0 million, as compared to a loss of $2.9 million for the same period in the prior year, due primarily to
a pre-tax $9.3 million gain on sale of Semiconductor IP product assets in Q1 fiscal 2008.

Liquidity and Capital Resources

In Q2 fiscal 2008, the Company generated a positive cashflow from operations of $8.4 million, as
compared to a positive cashflow of $7.7 million in Q2 fiscal 2007. Changes in non-cash working capital
reduced cashflow by $1.8 million in Q2 fiscal 2008, primarily due to the reduction of accounts payable
and accrued liabilities, compared to a decrease in cashflow of $1.2 million in Q2 fiscal 2007. In Q2
fiscal 2008, the Company declared and paid a dividend of $0.25 per common share or $2.8 million, as
compared to $0.25 per common share or $2.8 million for the same quarter in the prior year. During Q2
fiscal 2008, the Company expended $4.5 million to repurchase and cancel 224,000 common shares of
the Company through a normal course issuer bid program, as compared to $8.1 million to purchase and
cancel 295,400 common shares in the same quarter for the prior year.

In terms of other cashflow items:

Cash and marketable securities

At the end of Q2 fiscal 2008, the Company had cash and marketable securities of $56.8 million,
compared to $50.3 million at the end of fiscal 2007. Major factors contributing to the increase in cash
and marketable securities are the sale of Semiconductor IP products discontinued operations to
Synopsys and cash flow from continuing operations, partially off set by the reduction of long-term debt
and return of capital to shareholders through the payment of dividends and the purchase and cancellation
of common shares. Working capital increased to $58.0 million at the end of Q2 fiscal 2008 from $47.6
million at the end of fiscal 2007. Management believes that the Company is well capitalized with
sufficient working capital to fund current ongoing operations.

The Company continues to have a $10.0 million bank credit facility available to cover the fluctuations in
cash requirements. The Company had no borrowings against this facility throughout the quarter. The
available operating line within this credit facility is calculated using a formula based on accounts
receivable.
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Accounts receivable

Accounts receivable decreased $5.2 million during the six months ended October 31, 2007, from $12.6
million at the end of fiscal 2007 to $7.5 million at the end of Q2 fiscal 2008, mainly due to the
collection of receivables related to final memory test system sales in Q4 fiscal 2007.

Acquired Intangibles

The net book value of acquired intangibles decreased by $2.0 million during the six months ended
October 31, 2007. The decrease is due to patent amortization of $4.6 million, partially offset by
acquisitions of $2.7 million.

Future income taxes recoverable

At the end of Q2 fiscal 2008, the balance for Future Income Taxes Recoverable was $31.5 million,
compared with $34.7 million at the end of fiscal 2007. During the quarter, $19,000 of investment tax
credits were recorded as an offset to R&D expense, $936,000 million of withholding taxes on
international royalty income and a $14,000 tax refund were added to the future income tax balance,
offset by Canadian tax expense during Q2 fiscal 2008 of $2.3 million ($2.6 million to continuing
operations and a $256,000 tax recovery to discontinued operations).

Accounts payable and accrued liabilities

Accounts payable and accrued liabilities decreased by $9.1 million during the six months ended October
31, 2007, to $7.0 million at the end of Q2 fiscal 2008 from $16.1 million at the end of fiscal 2007,
primarily due to the timing of trade payables, payment of fiscal 2007 management performance
incentives and settlement of amounts related to restructuring of the Company’s operations.

Mortgage payable

A mortgage of $6,000,000, at a fixed rate of 8.24% per annum and for a ten year term, was put in place
to finance the Company’s principal physical facility, which went into service in December 1997. The
remaining principal amount at the end of Q2 fiscal 2008 was $4.2 million, all of which is due within 12
months and will be extinguished at the earlier of when the Company sells its land and building or when
the mortgage becomes due. The cost of the land and building was $8.0 million, less amortization of $2.7
million, at the end of Q2 fiscal 2008.

Other long-term liabilities

As a result of the purchase of patents from Infineon, Agere and the exclusive sub-licensing arrangement
with LSI, the Company has recorded a liability of $38.7 million. Of this amount, $6.2 million is due
within 12 months.
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Summary of Quarterly Results

The following table shows selected quarterly results for the Company for the past two fiscal years.

(in thousands of dollars,
except per share
amounts) Q208 Q108 Q407 Q307 Q207 Q107 Q406 Q306

Net sales $11,526 $12,595 $12,204 $13,830 $14,838 $19,109 $9,803  $9,587

Earnings before
discontinued operations $4,498 $3,735 $1,271 $4,950 $5,826 $8,478  $2,972  $3,900

Per share $0.40 $0.34 $0.12 $0.45 $0.53 $0.75 $0.26 $0.34
Per diluted share $0.40 $0.33 $0.11 $0.44 $0.52 $0.74 $0.26 $0.34
Net earnings $4,734 $9,535 $9,034 $4,294 $4,715 $6,657 $3,135 $3,623
Per share $0.43 $0.86 $0.82 $0.39 $0.43 $0.59 $0.28 $0.32
Per diluted share $0.43 $0.85 $0.81 $0.38 $0.42 $0.58 $0.27 $0.31

The following chart indicates the contractual obligations to which the Company is bound over the
following five years:
Payments Due by Period
(in thousands of dollars)

Less than After
Contractual Obligations Total lyear 1-3years 4-5years 5years
Long term debt $4,216 $4,216 - - -
Capital lease obligations - - - - -
Operating leases - - - - -
Purchase obligations - - - - -
Other long term obligations $51,295 $7,124  $13,774  $11,399  $18,998
Total contractual obligations $55,511  $11,340  $13,774  $11399  $18,998

The other long term obligations represent the amounts due to Infineon, Agere and LSI as a result of the
purchase of patents by the Company.

13



Off Balance Sheet Arrangements

Off balance sheet arrangements are described in the notes to the annual financial statements. Note 21 to
the annual financial statements describes the Company’s foreign exchange forward contract
commitments, and Note 18 to the annual financial statements discloses the Company’s guarantees and
contingencies.

Critical Accounting Estimates

The consolidated financial statements are prepared in accordance with Canadian generally accepted
accounting principles, which require management estimates and assumptions that affect the amounts
reported in the Company’s consolidated financial statements. The policies described in the Company’s
fiscal 2007 annual MD&A are considered critical to the Company’s business operations and the
understanding of its results of operations. The application of these and other accounting policies are
described in Note 1 to the annual consolidated financial statements. The preparation of these financial
statements requires estimates and assumptions that affect the reported amount of assets and liabilities,
disclosure of contingent assets and liabilities at the date of the statements, and the reported amounts of
revenue and expenses during the reporting period. There can be no assurance that actual results will not
differ from those estimates.

Initial Adoption of Accounting Policies

The accounting policies used in preparing these interim financial statements are consistent with those
used in preparing the annual financial statements, except as follows:

Comprehensive Income

The CICA issued section 1530 of the CICA Handbook, Comprehensive Income. The section is effective
for fiscal years beginning on or after October 1, 2006. It describes how to report and disclose
comprehensive income and its components.

Comprehensive income is the change in a company’s net assets that results from transactions, events
and circumstances from sources other than the company’s shareholders. It includes items that would not
normally be included in net earnings, such as:

e Changes in the currency translation adjustment relating to self-sustaining foreign operations; and
e Unrealized gains or losses on available-for-sale investments.

The CICA also made changes to section 3250 of the CICA Handbook, Surplus, and reissued it as
section 3251, Equity. The section is also effective for fiscal years beginning on or after October 1, 2006.
The changes in how to report and disclose equity and changes in equity are consistent with the new
requirements of section 1530, Comprehensive Income.
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Financial Instruments — Recognition and Measurement

The CICA issued section 3855 of the CICA Handbook, Financial Instruments — Recognition and
Measurement. The section is effective for fiscal years beginning on or after October 1, 2006. It
describes the standards for recognizing and measuring financial assets, financial liabilities and non-
financial derivatives. This section requires that:
e All financial assets be measured at fair value, with some exceptions such as loans and
investments that are classified as held to maturity;
o All financial liabilities be measured at fair value if they are derivatives or classified as held for
trading purposes. Other financial liabilities are measured at their carrying value; and
e All derivative financial instruments be measured at fair value, even when they are part of a
hedging relationship.

The CICA has also reissued section 3860 of the CICA Handbook as section 3861, Financial Instruments
— Disclosure and Presentation, which establishes standards for presentation of financial instruments and
non-financial derivatives, and identifies the information that should be disclosed about them. These
revisions come into effect for fiscal years beginning on or after October 1, 2006.

Hedges

The CICA issued section 3865 of the CICA Handbook, Hedges. The section is effective for fiscal years
beginning on or after October 1, 2006, and describes when and how hedge accounting can be used.

Hedging is an activity used by a company to change an exposure to one or more risks by creating an
offset between:

e Changes in the fair value of a hedged item and a hedging item;
e Changes in the cash flows attributable to a hedged item and a hedging item; or
e Changes resulting from a risk exposure relating to a hedged item and a hedging item.

Hedge accounting makes sure that all gains, losses, revenues and expenses from the derivative and the
item it hedges are recorded in the statement of operations in the same period.

As a result of implementing the above changes, the Company has:

e Recorded its foreign exchange risk management derivatives at fair value as at the reporting date
on the balance as “Other assets;”

e Recorded the effective portion of its derivatives on the balance sheet as “Other Comprehensive
income;”

e Classified all of its cash equivalents and marketable securities as “Held-for-trading” and
recorded those securities at their fair value as at the reporting date, with changes in fair value
being recognized in income immediately; and

o Classified its long-term liabilities as “Other liabilities,” which are recorded at amortized cost
using the effective interest method.

As a result of adoption of the above policies, there was no material impact on the Statement of
Operations.
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Financial Instruments

The Company’s use of financial instruments is largely limited to foreign exchange contracts, as
described in Note 18 to the annual consolidated financial statements, and investment grade marketable
securities, as described in Note 2 to the annual financial statements. At the end of Q2 fiscal 2008, the
Company had committed with various financial institutions to sell US$24.8 million at an average rate of
1.0229 by October 2008.

Outstanding Share Data

The Company has an unlimited authorized number of shares. At the end of Q2 fiscal 2008, the issued
number of shares was 10,981,844. Under the Employee and Director Stock Option Plan, the Company
may grant up to 883,043 options, of which 503,369 were outstanding at the end of Q2 fiscal 2008.

Other MD&A Requirements

Additional information relating to the Company, including its Annual Information Form, is filed with
SEDAR (available for review at www.sedar.com).

Business Risks and Uncertainties

As described in the “Risk Management” section included in the Company’s annual MD&A for the year
ended April 30, 2007, numerous factors could cause the Company’s results to differ materially from
those in forward-looking statements. These factors did not change significantly in the second quarter of
fiscal 2008.

Dated this 27th day of November 2007.
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MOSAID Technologies Incorporated
Unaudited Consolidated Financial Statements

For the Quarter Ended October 31, 2007

Notice required under National Instrument 51-102, “Continuous Disclosure Obligations” Part 3.3(3)

(a).

The attached consolidated financial statements have been prepared by Management of
MOSAID Technologies Incorporated and have not been reviewed by an auditor.
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MOSAID TECHNOLOGIES INCORPORATED

(Subject to the Canada Business Corporations Act)

CONSOLIDATED PRO FORMA STATEMENT OF OPERATIONS
(In thousands of Canadian Dollars, except per share amounts)

(Unaudited)
Quarter Ended Six Months Ended
October 31, October 31,
2007 2006 2007 2006
Revenues $11,526 $14,838 $24,121 $33,947
Operating expenses
Patent portfolio management 1,356 1,025 2,318 1,916
Patent licensing and litigation 2,711 2,204 5,149 3,707
Research and development 599 255 1,091 515
General and administration 945 1,679 2,158 3,483
Foreign exchange expense (gain) 487 (227) 675 (93)
Special committee 101 1,124 112 1,124
6,199 6,060 11,503 10,652
Pro forma income from operations 5,327 8,778 12,618 23,295
Net interest income 565 674 963 1,260
Pro forma income before income tax 5,892 9,452 13,581 24,555
Income tax expense 2,096 3,297 4,875 8,565
Pro forma income (Note 6) $ 3,796 $ 6,155 $ 8,706 $15,990
Pro forma earnings per share
Basic $0.34 $0.56 $0.78 $1.43
Diluted $0.34 $0.55 $0.76 $1.41
Weighted average number of shares
Basic 11,125,423 11,053,768 11,118,138 11,174,697
Diluted 11,125,423 11,240,281 11,489,775 11,380,477

See accompanying Notes to the Consolidated Financial Statements
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MOSAID TECHNOLOGIES INCORPORATED
CONSOLIDATED STATEMENT OF OPERATIONS AND RETAINED EARNINGS
(In thousands of Canadian Dollars, except per share amounts)

(Unaudited)
Quarter Ended Six Months Ended
October 31, October 31,
2007 2006 2007 2006
Revenues $11,526 $14,838 $24,121 $33,947
Operating expenses
Patent portfolio management 1,356 1,025 2,318 1,916
Patent licensing and litigation 2,711 2,204 5,149 3,707
Research and development 599 255 1,091 515
General and administration 945 1,679 2,158 3,483
Foreign exchange (gain) (4,253) (227) (5,743) (93)
Restructuring - - 19 -
Special committee 101 1,124 112 1,124
Stock-based compensation 137 169 235 318
Patent amortization and imputed interest 3,436 418 6,836 557
5,032 6,647 12,175 11,527
Income from operations 6,494 8,191 11,946 22,420
Net interest income (Note 3) 565 674 963 1,260
Income before income tax expense and
discontinued operations 7,059 8,865 12,909 23,680
Income tax expense 2,561 3,039 4,676 9,376
Income before discontinued operations 4,498 5,826 8,233 14,304
Discontinued operations income (loss)
(net of tax) (Note 5) 236 (1,111) 6,036 (2,932)
Net income 4,734 4,715 14,269 11,372
Dividends 2,779 2,766 5,558 5,597
Normal course issuer bid 2,418 5,399 2,418 6,582
Retained earnings, beginning of period 23,657 12,519 16,901 9,876
Retained earnings, end of period $23,194 $ 9,069 $23,194 $ 9,069
Earnings per share (Note 4)
Basic — before discontinued operations $0.40 $0.53 $0.74 $1.28
Diluted — before discontinued operations $0.40 $0.52 $0.72 $1.26
Basic — net earnings $0.43 $0.43 $1.28 $1.02
Diluted — net earnings $0.43 $0.42 $1.24 $1.00
Weighted average number of shares
Basic 11,125,423 11,053,768 11,118,138 11,174,697
Diluted 11,125,423 11,240,281 11,489,775 11,380,477

See accompanying Notes to the Consolidated Financial Statements
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MOSAID TECHNOLOGIES INCORPORATED

CONSOLIDATED BALANCE SHEET
(In thousands of Canadian Dollars)

As at As at
October 31, 2007 April 30, 2007
(unaudited) (audited)
Current Assets
Cash and cash equivalents $ 19,050 $ 23,396
Marketable securities 37,728 26,876
Accounts receivable 7,457 12,626
Prepaid expenses 620 618
Future income taxes recoverable 10,278 10,278
Other asset 1,215 -
76,348 73,794
Capital assets 1,093 1,067
Acquired intangibles 74,838 76,823
Long-term receivables 1,734 1,734
Goodwill - 1,786
Long-term assets held for sale 5,284 7,028
Future income taxes recoverable 21,201 24,468
$180,498 $186,700
Current Liabilities
Accounts payable and accrued liabilities $6,966 $16,091
Deferred revenue 896 542
Mortgage payable 4,216 4,346
Current portion of other long-term liabilities 6,230 5,239
18,308 26,218
Other long-term liabilities 32,518 38,313
50,826 64,531
Shareholders' Equity (Note 2)
Share capital 102,119 102,276
Contributed surplus 3,144 2,992
Retained earnings 23,194 16,901
Accumulated other comprehensive income 1,215 -
129,672 122,169
$180,498 $186,700

See accompanying Notes to the Consolidated Financial Statements
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MOSAID TECHNOLOGIES INCORPORATED
CONSOLIDATED STATEMENT OF CASH FLOWS
(In thousands of Canadian Dollars)

(Unaudited)
Quarter Ended Six Months Ended
October 31, October 31,
2007 2006 2007 2006
Operating
Income before discontinued operations $ 4,498 $ 5,826 $ 8,233 $14,304
Items not affecting cash
Amortization 2,431 507 4,750 726
Stock option expense 137 343 235 679
Future income tax recoverable 1,366 995 3,267 4,641
8,432 7,671 16,485 20,350
Change in non-cash working capital items from
continuing operations (1,823) (1,184) (6,018) (7,112)
6,609 6,487 10,467 13,238
Investing
Acquisition of capital assets and acquired
intangibles 3 (16) (2,667) (13,550)
Acquisition of short-term marketable securities (34,506) (12,081) (81,407) (46,150)
Proceeds on disposal/maturity of short-term
marketable securities 34,108 22,885 70,555 62,749
(401) 10,788 (13,519) 3,049
Financing
Repayment of mortgage (65) (61) (130) (120)
Long-term liabilities (4,491) 2,667 (4,804) 12,233
Repurchase of shares (4,501) (8,084) (4,501) (9,997)
Dividends (2,779) (2,766) (5,558) (5,597)
Issue of common shares 176 327 1,926 791
(11,660) (7,917) (13,067) (2,690)
Net cash (outflow) inflow from continuing
operations (5,452) 9,358 (16,119) 13,597
Net cash (outflow) inflow from discontinued
operations (662) (19 11,773 (1,120)
Net cash (outflow) inflow (6,114) 9,339 (4,346) 12,477
Cash and cash equivalents, beginning of
period 25,164 18,680 23,396 15,542
Cash and cash equivalents, end of period $19,050 $28,019 $19,050 $28,019

See accompanying Notes to the Consolidated Financial Statements
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MOSAID TECHNOLOGIES INCORPORATED

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
(In thousands of Canadian Dollars)

(Unaudited)

Quarter Ended

Six Months Ended

October 31, October 31,
2007 2006 2007 2006
Net income $4,734 $4,715 $14,269 $11,372
Other Comprehensive income, net of tax:
Gains and losses on derivatives designated as
cash flow hedges 871 - 1,657 -
Gains and losses on derivatives designated as
cash flow hedges in prior periods transferred to
net income in the current period (276) - (442) -
Change in gains and losses on derivatives as cash
flow hedges 595 - 1,215 -
Comprehensive income $5,329 $4,715 $15,484 $11,372

See accompanying Notes to the Consolidated Financial Statements
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MOSAID TECHNOLOGIES INCORPORATED

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Quarter ended October 31, 2007

(tabular dollar amounts in thousands of Canadian Dollars, except per share amounts)

1. Basis of Presentation

The accompanying unaudited financial statements have been prepared in accordance with Canadian
generally accounting principles (GAAP) for interim financial information. Accordingly, they do not
include all of the information and notes required by GAAP for annual financial statements.

In the opinion of management, all adjustments consisting of normal recurring adjustments, considered
necessary for a fair presentation of the Company’s financial position, results of operations and cash
flows have been included. Operating results for the interim period presented are not necessarily
indicative of the results to be expected for any subsequent quarter or for the full fiscal year ending April
30, 2008.

The accounting policies used in preparing these interim financial statements are consistent with those
used in preparing the annual financial statements, except as follows:

Comprehensive Income

The CICA issued section 1530 of the CICA Handbook, Comprehensive Income. The section is effective
for fiscal years beginning on or after October 1, 2006. It describes how to report and disclose
comprehensive income and its components.

Comprehensive income is the change in a company’s net assets that results from transactions, events
and circumstances from sources other than the company’s shareholders. It includes items that would not
normally be included in net earnings, such as:

e Changes in the currency translation adjustment relating to self-sustaining foreign operations; and
e Unrealized gains or losses on available-for-sale investments.

The CICA also made changes to section 3250 of the CICA Handbook, Surplus, and reissued it as
section 3251, Equity. The section is also effective for fiscal years beginning on or after October 1, 2006.
The changes in how to report and disclose equity and changes in equity are consistent with the new
requirements of section 1530, Comprehensive Income.

Financial Instruments — Recognition and Measurement

The CICA issued section 3855 of the CICA Handbook, Financial Instruments — Recognition and
Measurement. The section is effective for fiscal years beginning on or after October 1, 2006. It
describes the standards for recognizing and measuring financial assets, financial liabilities and non-
financial derivatives. This section requires that:
e All financial assets be measured at fair value, with some exceptions such as loans and
investments that are classified as held to maturity;
o All financial liabilities be measured at fair value if they are derivatives or classified as held for
trading purposes. Other financial liabilities are measured at their carrying value; and
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e All derivative financial instruments be measured at fair value, even when they are part of a
hedging relationship.

The CICA has also reissued section 3860 of the CICA Handbook as section 3861, Financial Instruments
— Disclosure and Presentation, which establishes standards for presentation of financial instruments and
non-financial derivatives, and identifies the information that should be disclosed about them. These
revisions come into effect for fiscal years beginning on or after October 1, 2006.

Hedges

The CICA issued section 3865 of the CICA Handbook, Hedges. The section is effective for fiscal years
beginning on or after October 1, 2006, and describes when and how hedge accounting can be used.

Hedging is an activity used by a company to change an exposure to one or more risks by creating an
offset between:

e Changes in the fair value of a hedged item and a hedging item;

e Changes in the cash flows attributable to a hedged item and a hedging item; or

e Changes resulting from a risk exposure relating to a hedged item and a hedging item.

Hedge accounting makes sure that all gains, losses, revenues and expenses from the derivative and the
item it hedges are recorded in the statement of operations in the same period.

As a result of adopting the above, the Company has:

e Recorded its foreign exchange risk management derivatives at fair value as at the reporting date
on the balance sheet as “Other assets;”

e Recorded the effective portion of its derivatives on the balance sheet in “Accumulated other
comprehensive income;”

e Classified all of its cash equivalents and marketable securities as “Held-for-trading” and
recorded those securities at their fair value as at the reporting date, with changes in fair value
being recognized in income immediately;

o Classified its long-term liabilities as “Other liabilities,” which are recorded at amortized cost
using the effective interest method; and

e Reported comprehensive income and its components and accumulated other comprehensive
income and its components in the Notes to the consolidated financial statements.

As a result of adoption of the above policies, there was no material impact on the Statement of
Operations.
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2. Shareholders’ equity and other comprehensive income

The following are the changes in shareholders’ equity for the six months ended October 31, 2007:

Common Common | Contributed | Retained Accumulated Total
shares shares surplus earnings other %)
(number) %) %) $) comprehensive
income ($)

Balance at April 30, 2007 11,055,376 | $102,276 $2,992 | $16,901 $ -] $122,169
Net income - - - 14,269 - 14,269
Dividends - - - (5,558) - (5,558)
Employee Stock Option
Program 147,558 1,893 - - - 1,893
Employee Share Purchase
Program 2,910 33 - - - 33
Stock-based compensation - - 152 - - 152
Normal course issuer bid (224,000) (2,083) (2,418) - (4,501)
Unrealized derivative gains
on cash flow hedges - net - - - - 1,215 1,215
Balance at October 31, 2007 10,981,844 | $102,119 $3,144 $23,194 $1,215 | $129,672

3. Net Interest Income

Net interest income comprises the following:

Quarter Ended October 31,

Six Months Ended October 31,

2007 2006 2007 2006
Interest income $651 $765 $1,136 $1,443
Interest expense 86 91 173 183
$565 $674 $963 $1,260

4. Earnings per Share

The following is a reconciliation of the numerator and denominator of the basic and diluted per share

computations:

Quarter Ended October 31, Six Months Ended October 31,

2007 2006 2007 2006
Income before discontinued operations $4,498 $5,826 $8,233 $14,304
Discontinued operations (net of tax) 236 (1,111) 6,036 (2,932)
Net income $4,734 $4,715 $14,269 $11,372
Weighted average number of common
shares outstanding 11,125,423 11,053,768 11,118,138 11,174,697
Net effect of stock options - 186,513 371,637 205,780
Weighted average diluted number of common
shares outstanding 11,125,423 11,240,281 11,489,775 11,380,477
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Quarter Ended October 31, Six Months Ended October 31,

2007 2006 2007 2006

Earnings per share
Basic — before discontinued operations $0.40 $0.53 $0.74 $1.28
Diluted - before discontinued operations $0.40 $0.52 $0.72 $1.26
Basic - net income $0.43 $0.43 $1.28 $1.02
Diluted - net income $0.43 $0.42 $1.24 $1.00

For the quarter ended October 31, 2007 and October 31, 2006, 289,456 and 15,000 options respectively
were excluded from the calculation of diluted earnings per share as the exercise price of these options
exceeded the average market price of the Company’s common stock during this period and were
therefore anti-dilutive.

For the six months ended October 31, 2007 and October 31, 2006, 17,000 and 15,000 options
respectively were excluded from the calculation of diluted earnings per share as the exercise price of
these options exceeded the average market price of the Company’s common stock during this period and
were therefore anti-dilutive.

There were 503,369 and 647,948 options issued and outstanding as at October 31, 2007 and October 31,
2006 respectively.

5. Discontinued operations

Quarter Ended October 31, Six Months Ended October 31,

2007 2006 2007 2006
Revenues $ (42) $4,753 $340 $8,626
Expenses
Labour and materials - 1,171 - 2,393
Research and development (46) 3,529 1,400 7,023
Selling and marketing 2 1,628 1,006 3,330
Bad debts - - - 88
Restructuring 12 - 166 -

(36) 6,328 2,572 12,834
Loss from operations (6) (1,575) (2,232) (4,208)
(Loss) gain on sale of assets 9) - 9,295 -
(Loss) earnings before tax (15) (1,575) 7,063 (4,208)
Income tax (recovery) expense (251) (464) 1,027 (1,276)
Discontinued operations (net of tax) $ 236 ($1,111) 6,036 (2,932)

26



6. Reconciliation of pro forma income with GAAP net income

Quarter Ended October 31, Six Months Ended October 31,

2007 2006 2007 2006
GAAP net income $4,734 $4,715 $14,269 $11,372
Add (deduct):
Stock-based compensation 137 169 235 318
Patent amortization and imputed interest 3,436 418 6,836 557
Restructuring - - 19 -
Discontinued operations (net of tax) (236) 1,111 (6,036) 2,932
Foreign exchange gain (4,740) - (6,418) -
Income tax expense - for the above items 465 (258) (199) 811
Pro forma income $3,796 $6,155 $8,706 $15,990

7. Stock-based Compensation

The Company has an employee stock purchase plan program whereby employees may elect to designate
up to 5% of their annual salary to purchase shares of the Company at a 10% discount from the fair
market value. The purchase price is deducted over a six month period via payroll.

Also, the Company has an Employee and Director Stock Option Plan. The exercise price is no lower
than the market price on the date of grant. Options granted under the Plan expire within a period of six
years of granting, with vesting periods determined by the Compensation Committee.

The Company employs a fair value method of accounting for all options issued to employees or
directors on or after April 27, 2002. The fair value of options issued in the quarter was calculated using
the Black-Scholes option pricing model and the following assumptions:

Quarter Ended October 31,

2007 2006
Risk free interest rate 4.25% 3.95%
Expected life in years 55 55
Expected dividend yield 4.95% 3.7%
Volatility 58.37% 59.57%

For the quarter ended October 31, 2007, the Company issued 88,299 deferred share units in lieu of
options to directors and officers of the Company under its Deferred Share Unit Plan. Those deferred
share units vest evenly over a four year period. Deferred share units do not have an exercise price and
can only be settled using cash consideration.

8. Business Segment Information

The Company operates in one business segment as a developer and licensor of semiconductor and
communications technologies.

27



