New Format of Reporting Earnings for MOSAID
Forward-looking Information Statements

This document contains 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;

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

e the timing and amount of MOSAID’s litigation expenses;

e MOSAID’s ability to sign new licensees;

e 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:

o 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.



What is the new format for reporting earnings?

Under the new format, MOSAID Technologies Incorporated (the Company) will report its consolidated
earnings using both Canadian Generally Accepted Accounting Principles (GAAP) and on a pro forma
basis.

The pro forma statement will differ from the GAAP statement by removing:

e stock based compensation expense

e amortization expense related to acquired patent costs

e imputed interest cost related to acquired patent costs. An interest cost is imputed to the cost of
acquired patents due to the discounting of future cash outflows associated with acquiring the
patents

e non-recurring or special income and expense items

e the income tax impact, if any, of the above items

Why did we make a change to the format?

The Company changed the reporting format to reflect the way management now manages the Company
given the substantial changes in its operating structure over the past year. This new reporting format better
reflects the operating reality of the Company and allows users of the financial statements to better
understand how management makes decisions regarding the allocation and use of economic resources. We
use pro forma measures internally to evaluate and manage operating performance as well as forecast and
plan. We believe that a pro forma measure provides a meaningful measure of on-going corporate
performance.

Why did we make the change now?

Management made these changes now because the Company is at an inflection point in its history.

Over the past year, the Company disposed of assets related to its automatic test equipment business,
operated through the Systems Division, and assets related to its Semiconductor IP product business,
formerly part of the IP Division. After selling these assets, the Company exited these businesses and,
accordingly, reported results for these businesses as Discontinued Operations. This left the IP Licensing
business, which includes Research and Development, as the sole remaining continuing operation. Given IP
Licensing is the sole remaining continuing operation and the new management’s view on how the business
should be viewed and managed, this was an appropriate time to redefine the composition of the various line
items presented on the Company’s earnings statement.

Further, in June 2006, the Company made its first financially substantial acquisition of a patent portfolio
when the Company acquired a group of patents from Infineon Technologies AG. Subsequently, in
February, 2007, the Company acquired a patent portfolio from Agere Systems Inc. Given the importance of
these transactions, management believes it is useful information to separate the cost of these transactions to
assist readers of the financial statements.

Definitions for certain line items on the Statement of Earnings and Statement of Pro forma Income

Patent Portfolio Management

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.

Patent licensing and litigation



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

Research and development

Research and development 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.

General and administration

General and administrative expense includes the cost of corporate services such as executive services,
finance, corporate legal, human resources, office administration, communications, public company cost and
the cost of providing and supporting information technology to the Company.

Foreign exchange (gain) or loss

Foreign exchange (gain) or loss represents the cost, realized and unrealized, of unhedged transactions
denominated in currencies other than the Company’s reporting currency.

Special Committee

Special Committee costs represent the cost, other than normal costs of management, of maintaining and
conducting activities related to the Special Committee of the Board of Directors of the Company. The
mandate of the Special Committee prior to September 2006 was to manage the Company’s response to a
dissident shareholder proxy contest. The Special Committee was reconstituted in September 2006 with the
mandate to identify, evaluate and recommend to the Board of Directors and oversee implementation of
potential strategic alternatives and actions for the Company.

Stock-based compensation

Stock-based compensation expense includes the non-cash fair value costs related to the Company’s
Employee Stock Option Program and the Employee Share Purchase Program.

Amortization and imputed interest on patents

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

What are the historical and anticipated trends of certain line items on the Statement of Operations?

Patent portfolio management

During fiscal 2006 and fiscal 2007, quarterly patent portfolio management expense ranged from 4% to 9%
of revenues and increased over time as the Company expanded its portfolio and strengthened its internal
capacity to identify and assess business development opportunities. In percentage terms, the expense is
expected to increase by a single digit percentage in fiscal 2008, as compared to fiscal 2007.



Patent licensing and litigation

During fiscal 2006 and fiscal 2007, quarterly patent licensing and litigation expense ranged from 8% to
28% of revenues. The variability in the amount, as a percentage of revenues, is due primarily to the timing
and magnitude of litigation expense. During fiscal 2008, it is expected that litigation costs will increase
over time, as compared to fiscal 2007, and are expected to remain quite variable from quarter to quarter due
to the unpredictable nature of litigation. For fiscal 2008, patent licensing and litigation expense is expected
to amount to approximately $10 million to $11 million.

Research and development (R&D)

During fiscal 2006 and fiscal 2007, quarterly R&D expense ranged between 1% and 3% of revenues. For
fiscal 2008, such costs are expected to range between $2.5 million and $3 million.

General and administration (G&A)

During fiscal 2006 and fiscal 2007, quarterly G&A expense ranged between 9% and 15% of revenues, with
an average rate of 12% in fiscal 2007. G&A expenses are expected to stay at approximately the 12% level
during Q1fiscal 2008 but decline over the year, as a percentage of revenue. G&A expenses for the year are
expected to amount to approximately $4.5 million to $5 million.

Foreign exchange (gain) or loss (FX)

Excluding the impact of revaluing the liabilities associated with patent acquisitions, quarterly FX has been
in the range of 1%-2% of revenues. This trend is expected to continue in fiscal 2008, with variability
between quarters due to volatility in the foreign currency markets.

Special Committee

In fiscal 2007, quarterly Special Committee costs ranged from 0% to 8% of revenues, with an average of
4% for the year. There were no such costs for fiscal 2006. Special Committee costs are expected to
decline significantly in fiscal 2008, as compared to fiscal 2007, and range between $0.5 million and $1
million.

Patent amortization and imputed interest

During fiscal 2007, patent amortization and imputed interest expense increased from virtually nil in Q1
fiscal 2007 to almost 20% of revenues in Q4 fiscal 2007. There were no such costs for fiscal 2006. The
increase was due to the acquisition of patents during Q1 fiscal 2007 from Infineon Technologies AG and
the acquisition of patents during Q4 fiscal 2007 from Agere Systems. During fiscal 2008, patent
amortization and imputed interest cost is expected to be approximately $13.5 million - $14.0 million.



MOSAID TECHNOLOGIES INCORPORATED
CONSOLIDATED PRO FORMA EARNINGS
(unaudited)

Year Year

ended ended

30-Apr 30-Apr Q4 Q3 Q2 Q1 Q4 Q3 Q2 Q1

2007 2006 FYo7 FYo7 FY07 FYo7 FY06 FY06 FY06 FY06
Revenues 59,981 38,528 12,204 13,830 14,838 19,109 9,803 9,587 10,014 9,124
Operating expenses
Patent portfolio management 4,243 1,825 1,136 1,191 1,025 891 546 491 358 430
Patent licensing and litigation 7,768 7,896 2,071 1,990 2,204 1,503 2,786 1,893 1,771 1,446
Research and development 1,182 771 336 331 255 260 221 159 166 225
General and administration 7,043 5,142 1,891 1,669 1,679 1,804 1,366 1,318 1,243 1,215
Foreign exchange loss (gain) 461 571 590" (36) (227) 134 260 55 172 84
Bad debts 0 60 0 0 0 0 0 0 0 60
Special committee 2,812 0 848 840 1,124 0 0 0 0 0

23,509 16,265 6,872 5,985 6,060 4,592 5,179 3,916 3,710 3,460
Income from operations 36,472 22,263 5,332 7,845 8,778 14,517 4,624 5,671 6,304 5,664
Net interest income 2,399 1,422 559 580 674 586 421 397 321 283
Pro forma income before income tax expense 38,871 23,685 5,891 8,425 9,452 15,103 5,045 6,068 6,625 5,947
Income tax expense 13,558 8,306 2,055 2,939 3,297 5,268" 1,769 2,128 2,323 2,086"
Pro forma income 25,313 15,379 3,836 5,486 6,155 9,835 3,276 3,940 4,302 3,861
Earnings per share
Basic - pro forma income $2.28 $1.34 $0.35 $0.50 $0.56 $0.87 $0.29 $0.34 $0.37 $0.34
Diluted - pro forma income $2.24 $1.33 $0.34 $0.49 $0.55 $0.86 $0.28 $0.34 $0.37 $0.33
MOSAID TECHNOLOGIES INCORPORATED
CONSOLIDATED STATEMENT OF OPERATIONS AND RETAINED EARNINGS
(In thousands of Canadian dollars, except per share amounts)
(Unaudited)

Year Year

ended ended

30-Apr 30-Apr Q4 Q3 Q2 Q1 Q4 Q3 Q2 Q1

2007 2006 FY07 FYo07 FY07 FYo07 FY06 FY06 FY06 FY06
Revenues 59,981 38,528 12,204 13,830 14,838 19,109 9,803 9,587 10,014 9,124
Operating expenses
Patent portfolio management 4,243 1,825 1,136 1,191 1,025 891 546 491 358 430
Patent licensing and litigation 7,768 7,896 2,071 1,990 2,204 1,503 2,786 1,893 1,771 1,446
Research and development 1,182 771 336 331 255 260 221 159 166 225
General and administration 7,043 5,142 1,891 1,669 1,679 1,804 1,366 1,318 1,243 1,215
Foreign exchange (gain) or loss (1,169) 571 (1,040) (36) (227) 134 260 55 172 84
Bad debts 0 60 0 0 0 0 0 0 0 60
Restructuring 2,284 0 2,284 0 0 0 0 0 0 0
Special committee 2,812 0 848 840 1,124 0 0 0 0 0
Stock-based compensation 1,140 816 653 169 169 149 211 183 272 150
Amortization and imputed interest on patents 3,363 0 2,312 494 418 139 0 0 0 0

28,666 17,081 10,491 6,648 6,647 4,880 5,390 4,099 3,982 3,610

Income from operations 31,315 21,447 1,713 7,182 8,191 14,229 4,413 5,488 6,032 5,514
Net interest income 2,399 1,422 559 580 674 586 421 397 321 283
Writedown of short-term investments 0 67 0 0 0 0 67 0 0 0
Income before income tax expense and discontinued operations 33,714 22,802 2,272 7,762 8,865 14,815 4,767 5,885 6,353 5,797
Income tax expense 13,189 8,170 1,001 2,812 3,039 6,337 1,795 1,985 2,329 2,061
Income (loss) before discontinued operations 20,525 14,632 1,271 4,950 5,826 8,478 2,972 3,900 4,024 3,736
Discontinued operations (net of tax) 4,184" 851 7,772 (656) (1,111) (1,821) 163 (277) 268 697
Net income 24,709 15,483 9,043 4,294 4,715 6,657 3,135 3,623 4,292 4,433
Dividends 11,102 7,450 2,757 2,748 2,766 2,831 2,267 2,309 1,437 1,437
Normal course issuer bid 6,582 6,320 0 0 5,399 1,183 3,379 2,941 0 0
Retained earnings(deficit), beginning of period 9,876 8,163 10,615 9,069 12,519 9,876 12,387 14,014 11,159 8,163
Retained earnings (deficit), end of period 16,901 9,876 16,901 10,615 9,069 12,519 9,876 12,387 14,014 11,159
Earnings per share
Basic - before discontinued operations $1.85 $1.28 $0.12 $0.45 $0.53 $0.75 $0.26 $0.34 $0.35 $0.33
Diluted - before discontinued operations $1.81 $1.26 $0.11 $0.44 $0.52 $0.74 $0.26 $0.34 $0.34 $0.32
Basic - net eamnings $2.23 $1.35 $0.82 $0.39 $0.43 $0.59 $0.28 $0.32 $0.37 $0.39
Diluted - net eamings $2.18 $1.34 $0.81 $0.38 $0.42 $0.58 $0.27 $0.31 $0.37 $0.38
Weighted average number of shares
Basic 11,103,185 11,441,201 11,023,860 10,992,524/ 11,053,768 11,295,626 11,317,302 11,461,391 11,495,689 11,490,423
Diluted 11,321,298 11,572,706 11,216,133 11,204,923 11,240,281 11,482,139 11,572,706 11,593,845 11,666,039 11,660,773
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