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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form 10-K

M ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934 FOR THE FISCAL YEAR ENDED NOVE MBER 30, 2008

or

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
SECURITIES EXCHANGE ACT OF 1934

Commission File Number: 000-20562

COREL CORPORATION

(Exact name of registrant as specified in its cagrt

Canada
(State or other jurisdiction of incorporation andganization)

98-0407194
(I.LR.S. Employer Identification No.)

1600 Carling Avenue
Ottawa, Ontario
Canada K1Z 8R7

(Address of principal executive offices, includiigg code)

(613) 728-0826

(Registrant’s telephone number, including area gode

Securities registered pursuant tc Name of exchange on which registerec
Section 12(b) of the Act: The Nasdaq Global Market
Common Shares, no par value
(together with associated rights to
purchase additional Common Shares)
(Title of class)

Securities registered pursuant to Section 12(g) ¢fie Act: None

Indicate by check mark if the Registrant is a vkelbwn seasoned issuer, as defined in Rule 405e0%#turities Act. Yedd
No 4

Indicate by check mark if the Registrant is notuiegd to file reports pursuant to Section 13 orti®acl5(d) of the Exchange
Act. Yes O No 4

Indicate by check mark whether the Registranthél filed all reports required to be filed by Sexctl3 or 15(d) of the
Securities Exchange Act of 1934 during the preagdid months (or for such shorter period that thgiReant was required to fi
such reports), and (2) has been subject to sunlg fiequirements for the past 90 days. Yés No O

Indicate by check mark if disclosure of delinquidlets pursuant to Item 405 of Regulation S-K (9205 of this Chapter) is
not contained herein, and will not be containedh®best of Registrant’s knowledge, in definituexy or information
statements incorporated by reference in Part Ithisf Form 10-K or any amendment to this Form 10¥es M No O

Indicate by check mark whether the registrantlarge accelerated filer, an accelerated filer, a-accelerated filer, or a
smaller reporting company. See the definitionslafde accelerated filer,” “accelerated filer” araialler reporting company” in
Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated file[d Accelerated filerd Non-acceleratefiler O Smaller reporting compan
(Do not check if a smaller reporting company)

Indicate by check mark whether the Registrantsbell company (as defined in Rule 12b-2 of the Exgfe Act). YesO
No ¥

The aggregate market value of the voting stock hgldon-affiliates of the Registrant, based ondlosing price of the
Registrant’s common shares on May 31, 2008 of #1@&$9 reported on the Nasdaq Global Market, wasappately
$86.3 million. Common shares held as of May 31,800 each executive officer and director and byhgarson who owns 5%
or more of the outstanding common shares have éegnded from this computation, in that such pessmay be deemed to be
affiliates of the Registrant. This determinatioraffiliate status is not necessarily a conclusigtetmination for any other
purpose.
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INFORMATION REGARDING FORWARD -LOOKING STATEMENTS

Statements contained in this Annual Report on FbBAK which are not historical facts are forwardiow
statements within the meaning of Section 21E ol Securities Exchange Act of 1934, as amendlédrward-
looking statement may contain words such as “grdtei that,” “believes,” “continue to,” “estimatesgxpects to,”
“hopes,” “intends,” “plans,” “to be,” “will be,” “vill continue to be,” or similar words. These fongtdooking
statements include the statements in this Repgarding: future developments in our markets andihekets in
which we expect to compete; our estimated costatamhs; our future ability to fund our operatiosr
development of new products and relationships;ability to increase our customer base; the sentitatswe or our
customers will introduce and the benefits that esers will receive from these services; the impéentering new
markets; our plans to use or not to use certaiasyyf technologies in the future; our future cdsewenue, gross
margins and net losses; our future restructurieggarch and development, sales and marketing,alemet
administrative, stock-based compensation and digpiet and amortization expenses; our future irgeegpenses;
the value of our goodwill and other intangible asseur future capital expenditures and capitalir@gnents; and
the anticipated impact of changes in applicabl@acting rules.

These forward-looking statements are based on astfrand assumptions made by us in light of ouerdspce
and our perception of historical trends, curremtditions and expected future developments, asagalither factors
we believe are appropriate in the circumstancdsdiieg but not limited to general economic condigpproduct
pricing levels and competitive intensity, and newduct introductions. Such forward-looking statetsénvolve
known and unknown risks, uncertainties and othgoirtant factors that could cause actual result$ppeance or
achievements to differ materially from any futuesults, performance, or achievements discussadmieid by suc
forward-looking statements. These risks includerifles described in “ltem 1A — Risk Factors” below.

These risk factors should be considered carefatig, readers should not place undue reliance ofoouard-
looking statements. Forward-looking statementslspedy as of the date of the document in which taeymade.
We disclaim any intention or undertaking to provaig/ updates or revisions to any forward-lookirggeshent to
reflect any change in our expectations or any chamgvents, conditions or circumstances on whiehforward-
looking statement is based, except as requiredwy |

PART I

ITEM 1. BUSINESS

We are a leading global packaged software compathyam estimated installed base of over 100 milkative
users in over 75 countries. We provide high quadiffordable and easy-tase Graphics and Productivity and Dic
Media software. Our products enjoy a favorable reagosition among value-conscious consumers antl sma
businesses benefiting from the widespread, glotabtion of personal computers, or PCs, and digapture
devices. The functional departments within largepanies and governmental organizations are alsactdt to the
industry-specific features and technical capabgitf our software. Our products are sold througbadable
distribution platform comprised of original equipmenanufacturer’s (OEMSs) our global e-Stores, amd o
international network of resellers and retail versd®We have broad geographic representation witiceieed sales
and marketing teams based in the Americas, EurdddI&East and Africa (EMEA), and the Asia Pac{#d®®AC)
regions. Our product portfolio includes well-estsivéd, globally recognized brands.

An important element of our business strategy igrtav revenues through acquisitions of companigeeduct
lines. We intend to focus our acquisition actist@n companies or product lines with proven andptementary
products and established user bases that we belgvbe accretive to our earnings shortly afterpletion of the
acquisition. While we review acquisition opportigston an ongoing basis, we currently have no higndbligation:
with respect to any particular acquisition.
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Graphics and Productivity

Our primary Graphics and Productivity products unig: CorelDRAW Graphics Suite, Corel Painter,
CorelDESIGNER Technical Suite, WinZigrafx andWordPerfect Office Suite. CoreIDRAW Graphics Sisite
leading vector illustration, page layout, imagetiadiand bitmap conversion software suite useddsjgh
professionals and non-professionals around theda®@drel Painteris a Natural-Media digital painting and drawing
software that mirrors the look and feel of the@ditional counter part€oreIDESIGNER Technical Suitéfers
users a graphics application for creating or updatiomplex technical illustrationg/inZipis the most widely used
compression utility, with more than 50 million litges sold to date. Oiferafx products allow enterprises to
analyze, streamline and optimize their businessgagesWordPerfect Officés the leading Microsoft-alternative
productivity software and features Microsoft-conilpigtword processing, spreadsheet and presentapipiications.

Digital Media

Our Digital Media portfolio includes products fagdal imaging, video editing, optical disc authagi(Blu-ray,
DVD, and CD), and video playback. Our Digital Imagjiproducts includ€orel Paint Shop Pro Photo, Corel
MediaOne, Corel Photo AlburandPhotolmpact. Corel Paint Shop Pro Phasaa digital image editing and
management application used by novice and profeakphotographers and photo edit®@srel MediaOnéds a
multimedia software program for organizing and ewireg photos and video clips that are primarilyetakvith a
point-and-shoot camer&orel Photo Albunis an entry-level software program that allows sdereasily store,
organize, share and manage their digital phot@cttins. Photolmpact is an image editing softwatech provides
users with easy-to-use photo editing tools, cregtioject templates and some digital art capadslitOur Video
editing product i8/ideoStudio. VideoStudis our consumer focused video editing and DVD atigosoftware for
users who want to produce professional-looking esjeslideshows and DVDs. Our optical disc authopgragucts
areDVD Movie Factory and DVD Movie Writer. WinD\iBthe world’s leading software for DVD, video aBbli-
ray Disc playback on PC’s with over 200 million tsnshipped worldwideDVD Factory and DVD Movie Writeare
consumer optical disc authoring software applicetio

Corporate History

We were incorporated in Canada under@amada Business Corporations AttMay 1985. In January 1989,
we release€orelDRAW, a market-leading full-featured graphics softwareduct in the Windows platform. In
November 1989, we completed an initial public dffgrof our common shares. In January 1996, we aeduhe
WordPerfecfamily of software products. In August 2003, we wacquired by Vector Capital and taken private
under theBusiness Corporations Act (Ontario).

In October 2004, we acquired Jasc Inc. (Jaschdirg Digital Media packaged software company. Tigioth¢
Jasc acquisition, we addé&rel Paint Shop Pro PhotandCorel Photo Alburo our Digital Media offerings.

In May 2006, we acquired WinZip Inc. (WinZip). Asrtsideration for the acquisition, we issued shayes
Vector Capital and repaid all of WinZip’s outstamglindebtedness. Vector Capital acquired WinZiganuary
2005. Through this acquisition, we added WieZip file compression utility to our Graphics and Praitiltity
software offerings. Also in May 2006, we complegadinitial public offering of our common sharestbe TSX and
the NASDAQ Global Market.

On December 12, 2006, we completed the acquisitidnterVideo Inc., a provider of Digital Media daatring
and video playback software with a focus on higfinition and DVD technologies. In 2005, InterVidaoquired a
majority interest in Ulead Inc., a leading developkvideo imaging and DVD authoring software fasétop,
server, mobile and Internet platforms. On Decen@8e2006, we completed the acquisition of the raingiinteres
in Ulead Inc.. The acquisitions of InterVideo land Ulead Inc. (together referred to as InterVideeje completed
in cash transactions totaling approximately $220ilfon. We financed the acquisitions through a t@mation of
our cash reserves, InterVideo’s cash reserves elod d
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financing which included an amendment to our exgstiredit agreement to increase available ternoldngs by
$70.0 million.

This acquisition substantially expanded our preseéndhe Digital Media software market by creatingroad
portfolio of Digital Media and DVD video producthe main products acquired from InterVideo wéfmDVD,
VideoStudio, DVD Factory, DVD CopydPhotolmpactWith the combination of our Digital Imaging softvesand
InterVideo'’s Digital Media products, we now deliver expanded portfolio of easy-to-use, multi-pueploigh-
definition video, imaging, and DVD creation produtd consumers and enterprises worldwide. In axfditie
acquisition has enabled us to further extend oesgce in emerging markets and Japan.

Fiscal 2008 Activity

On March 28, 2008, we received an unsolicited psaptyom Corel Holdings, L.P. (CHLP) (which is coited
by an affiliate of Vector Capital) the holder ofpmpximately 69% of our outstanding common sharéd [
proposed to make an offer to acquire all of oustautding common shares not currently held by CHL&mice of
US$11.00 cash per share. CHLP indicated that acly sffer would be conditional upon, among othendgjsi,
satisfactory confirmatory due diligence and ousérg credit facility remaining in place followirtge
consummation of any transaction. Our Board of Doexcformed a Special Committee of the Board, whissisted
it in evaluating and responding to the CHLP projpdsaaddition, the Special Committee undertook@cpss to
evaluate other strategic alternatives to maximedees/ for all shareholders.

On August 18, 2008, we announced that CHLP hadriméd us that it withdrew its proposal to facilitptersuit
by us of other alternatives for maximizing value &l shareholders. In light of the withdrawal b&tCHLP Propos
and the Board’s desire to oversee evaluation optiiential strategic alternatives directly, the Bbananimously
determined that there was no longer a need foBpeeial Committee. On August 20, 2008, we statedpgress
release that we were in discussions with a thirtypagarding a potential sale of the company. Wher stated
that no agreement had been reached and there lm®uid assurance that such an agreement would &ieeckar, if
completed, what its terms, price or timing might ®a October 22, 2008 we announced that discussithsa third
party regarding a potential sale of Corel had aamed there were no longer any negotiations coigma future
acquisition of us.

On September 10, 2008, management initiated auodsting plan to streamline its global operatiamsider to
become more operationally efficient and to incraesemvestment in key growth opportunities, indhglsales to
emerging markets and its eCommerce program. Aop#nis effort, we have reduced our workforce by
approximately 90 employees worldwide.

Our Industry

Prior to the mid-1990s, the packaged software itrgwgas characterized by high annual growth ratgsd
technological innovation and a relatively large tn@mof viable software providers within each pradtategory.
Over the past decade the industry has matured tigmates have become more stable and market slidnia wach
major product category has become highly concerdratith one or two companies having a dominanketar
position. Our largest competitors, Microsoft Cogtayn and Adobe Systems Incorporated, currently ko
majority of the market share in our target mark€iwth rates of packaged software sales in emgm@ionomies
are expected to be higher than for the global pge#taoftware market as a whole resulting from napédly
increasing PC adoption rates in these markets. @yomties for growth may be available within thegidal Media
software market thanks to the proliferation of titapture devices, the introduction of high diéfim formats, and
the rapid expansion of Digital Media content creatand sharing through social networking websitesemail.
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Our Strategy

Our objective is to profitably grow our installedd® of customers and increase sales to our exisseng. We
plan to achieve this objective through the follogvstrategies:

« Expand presence in emerging mark We are expanding our presence in emerging markats as China,
India, Eastern Europe and Latin America, by corntiguo localize our products in additional langusge
expanding our reseller network and direct salesef@nd developing additional regionalbcused versions
our e-Stores. We believe these markets represeatiate growth opportunities for us because they a
characterized by first time users of low cost Pas @digital cameras who have not yet developed tgyala
particular brand of softwar

< Broaden our distribution network to capitalize ¢retrapid adoption of low cost technologi We view our
relationships with OEMs, other distributors andimalservices companies as key growth drivers, amdne
focused on forging new distribution relationshipsl #roadening our existing relationships. To acd@shp
this goal, we have implemented a flexible “charfriehdly” strategy of providing customized solutn
tailored to the specific business needs of OEMseradlistributors and online services companies o¥fiér
these parties

* attractive pricing

< marketing and sales support and incenti

 customized versions of our software; ¢

« private label packaging and customized promotiomeaterials.

» Continue to respond to user needs to better sgrgeific market sectors and increase loyaltwe will
continue to work with our current customer baskelp us develop additional product innovations. A
particular focus on improving user-experience wiitengthen user loyalty while allowing our products
better serve the needs of specific market segméragshave had significant success through our offeof
high quality products for specific markets suchhaslegal and education sectors, and, as we cantou
expand, we plan to target additional mark

» Continue to deliver high operating margins and gosicash flow. We are committed to maximizing our
operating margins and positive cash flow by keepasgarch and development activities focused otkehar
driven, add-on functionality, utility and geograpinéach of our existing product lines rather tharsping
speculative projects. We employ disciplined coshaggement policies and maintain stringent minimum
return-on-investment criteria for our acquisitidrategies. Our existing administrative, marketing a
distribution infrastructure is highly scalable. \tiglieve it will enable us to grow our revenues with
experiencing a proportionate increase in fixeds;amtd enabling us to continue to deliver high afieg
margins.

» Leverage existing platform and brands to maximaeesfrom acquisitions.We are actively seeking to
acquire complementary businesses to ours. Our sitiquniand integration strategy is focused on &sitjons
of companies with proven and complementary prodastsestablished user bases that we believe will be
accretive to earnings shortly after the completibthe acquisition. As part of this strategy, int@xer 2004,
we acquired Jasc to extend our reach in digitagjinasoftware, in May 2006 we acquired WinZip to
enhance our productivity software offerings, an@actember 2006 we acquired InterVideo and completed
the acquisition of Ulead to expand our presendberDigital Media software market by creating adato
portfolio of digital imaging and DVD video product¥/e analyze acquisition candidates and effect
acquisition transactions to ensure they meet oategjic and operational objectives. We seek adiprisi
candidates that we believe can benefit from oustig global marketing, sales, distribution andeyahand
administrative infrastructur
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« Increase upgrade conversion rat Increasing upgrade conversion rates represesiggdicant incremental
revenue opportunity for us. We intend to incregsgrade conversion rates through a number of sitateg
initiatives, including:

« increasing our database of registered users throngjhe registration for new products; this allows
to market product upgrades to these users moretioféy;

» embedding upgrade information directly in our seftevand employing other types of proactive
marketing within our products, including acces3ifms and Tricks, product tutorials, online
communities and special offers from us and oumaaist anc

- offering products in tiers of functionality, suck entry-level, advanced and expert versions, emgbli
users at varying levels of product knowledge amhistication to purchase the applications they need
and then migrate to the more advanced versionstiwmer

Our Products

We provide high quality, affordable, and easyst® Graphics and Productivity and Digital Mediawsafe. The
following table identifies our major software pradsi within our two principal product categories:

Year of Fiscal
Initial Quarter of  Current
Releas: Latest Releas Version

Graphics and Productivit

CorelDRAW Graphics Sui 198¢ Q1 200¢ 14
WinZip 1991 Q4 200¢ 12
WordPerfect Office Suit 1982 Q2 200¢ 14
iGrafx FlowCharter 1991 Q2 200° 12
Corel Painter 1991 Q1 200° 10
Corel DESIGNER Technical Su 199t Q3 200¢ 14
Digital Media
WinDVD 199¢ Q1 200¢ 9
Paint Shop Pro Phot 1991 Q4 200¢ 12 (ultimate
DVD Movie Factory 2001 Q1 200° 6
VideoStudic 199¢ Q4 200¢ 12
Photolmpac 199¢ Q1 200¢ 13
MediaOne 2007 Q4 200° 2

Graphics and Productivity

Our Graphics and Productivity products incligiereDRAW, WinZip, WordPerfect Office Suite, iGrafx
FlowCharter, Corel PainterandCorel DESIGNER Technical Suite

CorelDRAW Graphics Suiis easy-to-use and is compatible with most industaydard file formats, allowing
the import and export of files in the common foraased by our competitors, including Adobe andfitsrings,
Adobe Creative Suite and Adobe lllustrator, andrigboft. CoreDRAW Graphics Suiis used principally by
production professionals, graphic designers anebsaid marketing personnel and is currently avail@bnineteen
languages.

WinZip. As one of the most frequently downloaded softwaaelucts available on the Internet with over
185 million downloads to date, WinZip has developestrong and highly recognizable brand. WieZip product
line includes three primary producW%inZip, WinZip E-mail CompanioandWinZip Self Extractor. WinZis a
widely used compression utility for the Windowstfidam, allowing users to temporarily reduce theesit their
computer files for more effective transmission atatageWinZipalso includes encryption
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functionality to provide additional security in peating sensitive informatioWinZipis based on the .zip file
format, but also supports a number of alternatorapmression format3VinZip E-Mail Companioextends\inZip's
functionality to Microsoft's Outlook and Outlook Bress email applications, automating the comprassial
encryption of email file attachment&/inZip Self Extractoallows users to create archives that can be de@sspd
without the need fowinZip or other compatible decompression utility.

WinZiphas a broad user base that includes individualuroaess, small-to medium-sized businesses and large
corporationsWinZipis used worldwide, and is currently available ilahguageswinZip’s main competitors
include commercial software such as PKZip, Stuffitd WinRAR, open-source software such as 7-Zipthedasic
compression functionality integrated into the Windooperating systemgvinZip's reliability, ease-of-use,
functionality and loyal user base has allowed itampete effectively with these offerings.

WordPerfect Office Suite.TheStandard Editiorof WordPerfect Office Suit@cludes thaNordPerfect, Quattr
Pro andPresentationgspplications. Depending on the version of the s\MiterdPerfect MAlLandParadoxare also
included.WordPerfecis an easy-to-use word processing applicationitithides the ability to integrate charts,
tables, images and graphi€uattro Prois a spreadsheet and database application witth@R functionality.
Presentationis an application for producing multimedia preséaotes, overheads and transparenci@erdPerfect
MAIL is an e-mail, calendaring and contact managemetication. Paradoxis a database application.

WordPerfect Office Suite an innovative, full-featured software suite athe leading alternative to Microsoft
Office. OurWordPerfect Office Suit@pplications are compatible with Microsoft Officepplications, allowing
users to create documents from scratch, open areddeecuments in multiple versions of the Microddird, Excel
and PowerPoint file format$VordPerfect Office Suite used principally by governments, legal profesals and
corporate legal departments, academic institutisms|ll-to medium-sized businesses and individuakamers.

iGrafx Flowcharter (iGrafx). TheiGrafx suite of products allows enterprises to analyzeastline and
optimize their business processes while ensuringptiance with regulatory and service level requieats. Uses of
iGrafx include visually depicting the elements of a busingrocess, such as a supply chain solution amtifideg,
simulating, and visually presenting how a busiressimprove its business processésafx’s main competitors are
IDS-Scheer Aris and MetastorimGrafx products are currently offered in eight languages.

Corel Painter. Corel Painteis a digital drawing and painting application thahen used with a pen tablet,
simulates natural media, such as watercolors, wikpaints, pencils, chalks and pastels. Usersideecommercial
artists, professional photographers, fine artiats grofessional digital artists who wish to creagev works of art or
enhance existing images. Because it is compatittteAdobe Photoshof;orel Painterprovides additional natural
media functionality not otherwise available witho®dshop.Corel Painteris currently available in seven languages.

Corel Painter Essentialis a simple to use drawing and painting applicati@t also provides an automated
method of turning digital photographs into painngysers are primarily consumers, hobbyists, scteamhers and
their students.

Corel DESIGNER Technical Suite. Corel DESIGNERhN®al Suiteoffers users a graphics application for
creating or updating complex technical illustratiomhe suite consists Gorel DESIGNERor design, illustration
and page layoutCorel PHOTO-PAINTor digital image editing an@orel PowerTRACHor the conversion of
bitmaps to vector image€orel DESIGNER Technical Suitecludes filters to import 3D computer-aided design
diagramsCorel DESIGNER Technical Suitecurrently available in three languages andimmarily used by
engineering departments and technical publishdre, wge the software to create professional-quatdyhics that
can be easily used in business documents, preiegistaind web and intranet pages. Examples of &s inslude
creating product manuals, assembly instructionspaiaduct specification diagramSorel DESIGNER Technical
Suiteis used in the manufacturing, automotive and aewsndustries from the conceptualization stageutsh the
design specification stage, to the production dfitécal manuals
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and marketing materiaCorel DESIGNER Technical Suppeovides an easy-to-use technical illustration @pgibn
at an affordable price compared to its main conpestisoDRAW, Autodesk AutoCAD LT and Deneba Canvas

Digital Media

Our Digital Media products includ&/inDVD, Corel Paint Shop Pro Phot®@VD Movie Factory, VideoStudio,
PhotolmpacandCorel MediaOneandPhoto Album.

WinDVD. WinDVDis the market leading application for DVD, Blu-rBjsc playback on Windows-based
personal computers, with an installed base excgezli® million copieswWinDVDis bundled with PCs by most of
the world’s market leading PC OEMs. In additiontsolong established support for standard definitid/D
playbackwWinDVD now includes support for high-definition video, liding H.264, VC-1, WMV-HD and AVCHD
as well as high-definition lossless audio optiomshsas Dolby TrueHDLInDVD is the Linux-based version of our
DVD software player designed for Linux-based PC$ @& devicesLinDVD is made available to PC OEMs and
Linux software distributors for bundling with thesystem or operating system produt¥$nDVDis currently
available in twenty-two languages,

Corel Paint Shop Pro Photo. Corel Paint Shop Prom®allows users to create, manipulate and manageat
images with photo editing, digital art and preaisgraphic design tools. Primary examples of itsuselude
digitally altering photos by fixing scratches ardrhishes, changing colors, digitally removing pegplbjects and
“red-eye” from photos and combining photographe ittllagesCorel Paint Shop Pro Photarovides advanced
functionality at an affordable price to users djitéil cameras ranging from novices to professigraphics
hobbyists and business users. Adobe Photoshompating product, sells at a higher price and isaded at
professional graphic designe@orel Paint Shop Pro Photis currently available in eleven languages.

DVD Movie Factory. DVD Movie Factoryis a powerful consumer authoring and burning apfibm, and
provides users with the ability to author videamaltiple formats, including DVD, Blu-ray, HD DVD a@nAVCHD.
DVD Factoryprovides end users with a set of tools and tempfatethe development of menus and other intera
features for their chosen output format.

VideoStudio. Video Studias a full featured video editing application thégaprovides an extensive set of
“wizards” and templates to enable ease of usedur users. The base software supports DVD and ethadard
definition formats, while/ideo Studio Pluadds support for the high-definition Blu-ray, HD D\and AVCHD
formats.Video Studigrovides a full set of tools for the editing andmipaulation of video from multiple sources
including SD and HD camcordenéideo Studio Plualso provides one-button encode and uploadowTube™ .
Video Studio is currently available in thirteendamages.

Photolmpact. Photolmpacbmbines easy-to-use photo editing, photo projects and digital art to make
digital photography and image creativity fast andyePhotolmpacis designed for the family “memory keepairid
the graphic arts hobbyist with its effective phetthancement tools and photo projects. Video erdhtsstan
enhance their projects by exporting DVD menus fiéimotolmpactdirectly intoDVD FactoryandVideoStudia

MediaOne. MediaOneis an all-in-one entry level multimedia applicatitvat combines simple digital image
and video editing tools, slide show, online shaang scrapbook tool&lediaOneis typically used by family
“memory keepers” to organize and share their digitedia memories with friends and famiMediaOnealso
provides end users with easy online backup tootséserve their data easiMediaOneis currently available in
thirteen languages.

Corel Photo Album. Corel Photo Albuatiows users to store, organize, share and mahagedigital
photograph collections. Our software organizes @ii@iphs on users’ computers by date, folder, keghwoiother
desired criteria. Users @forel Photo Albuntan organize and publish photo albums, create dmvaks, print and
share photographs, create slide shows and creaen@DVD back-ups of digital images. In additidme software
provides basic photograph enhancement capabilitphwdeamlessly integrates wiaint Shop Pro Photfor more
advanced image editinGorel Photo Album’snain competitors are Adobe
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Photoshop Elements and Microsoft Digital Image &@brel Photo Albunis currently available in seven
languages.

Customer Support

We provide several customer support options, inny@ghone, email and self-help tools, to meet theed
needs of our customers. Support options range Bdimour 7 day a week free support via the Inteiméte-based
options through maintenance agreements for enserptistomers or on a per incident basis for indalidonsumer
Our customer service representatives provide teahsupport, answer questions about product spatiins, sell
our products and provide replacement media andrdentation. We maintain a database of technical auigpticle:
on our web site that is updated regularly with ukifformation and frequently asked questions amsiers
regarding our products. We maintain internet nexsigs and community forums to provide users withezhanisr
to provide feedback as well as receive technicehtgs and notes. We also provide up-to-date infoomabout
common issues and useful tips on our web site.iidjerity of our in-house customer support persoanellocated
in Ottawa, Canada, Maidenhead, England and Malkstj Bhilippines.

Distribution, Sales and Marketing
Distribution

We have a global, multi-channel distribution netkyoncluding OEMSs, the Internet, retailers and Hess, in
over 75 countries through which we are able taithiste our software.

OEMs. We distribute our software under license agreasnaith OEMs granting them the right to distribute
copies of our software installed on their hardwaneducts. With the acquisition of InterVideo arsléiisting
relationships, we have further broadened our ndtwbOEMs. We have relationships with over 100 OEMs
including Hewlett Packard, Lenovo, Sony, NEC, andfiiba.

Internet Distribution. Our global e-Stores allow consumers to purchasst of our software products directly
from us and has been one of our fastest growirglalition channels. Our e-Stores are the centralfbuall After
Point of Sale and OEM sales.

Retail and Reseller.Our retail and reseller channel encompassesetatianships with over 25,000 resellers,
including the following:

« retailers including Office Depot, Best Buy, CompUS#aples, Office Max, Future Shop, Amazon, Dixon
System Group and Media Market, who sell our prosltmiconsumers and small busines

« software distributors, including Ingram Micro, Suzdtk, Navarre and Synnex, who sell our producthew
retail customer base and license programs to teeéller partners

« large account resellers, including CDW, Insightft8are House International, SoftChoice, ASAP and
Softmart USA, who sell our software directly todarenterprises and government accounts, workirgghio
with our direct sales force to help fulfill ordeend

« value-added resellers, including independent seéwandors, consultants, system integrators artbmus
application developers, who generally service stoathedium-sized businesses and provide varyingegsg
of technical support, implementation services amtamization

Direct Sales. Our direct sales force facilitates sales throotyier channels and the establishment of key
relationships with OEMs, retail chains and ressll@he direct sales force also directly targetsegoment and large
enterprise clients.

Sales and Marketing

Our global sales and marketing organization is asep of approximately 310 employees located in 22
countries as of November 30, 2008. The organizasidocused on increasing sales by establishingaaidtaining
personal contact with our distributors and cust@mer
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Our sales team is responsible for:

e communicating our value proposition and the besefitour products
 designing and implementing incentive programs fardistributors to promote our produc
* identifying, establishing and developing relatiopstwith OEMs and online services compan

 ensuring that our distributors are prominently fosing our products and managing inventory levels
effectively; anc

« recruiting new resellers, retailers and distribsit
Our marketing team focuses on:

« joint marketing and promotions with online servicesnpanies, OEMs and other distributc
« selective, highly targeted advertisir
« direct mail; anc

* public relations

Internal Systems

We use various standard applications to providexbie and scalable infrastructure to accommodabevth
and information needs. We use in-house developnesources to maintain these systems and providerous
integration of applications to meet our reportimgl #usiness needs. The primary applications wénghede Oracle
for financial controls, reporting and human resesrcCognos for operational reporting, IBM Websplereur
e-Stores, Onyx customer relationship managemeabdae for customer and prospective customer intismand
RightNow Technology interactive knowledge baseciastomer and technical support. We are replacBig, |
Websphere with ATG as the primary application for e-Stores, to meet our anticipated growth in énéesa. We
believe these systems are sufficient to accommamiatanticipated growth.

Outsourced Manufacturing

ModusLink manufactures the principal materials aochponents used in the physically packaged versibns
our products, including CD-ROMs and DVDs, produetnmals and packaging, pursuant to a fixed priceeagent.
ModusLink prepares items to our specifications ahafacturing sites in the U.S., Czech Republic Baigvan and
engages third-party printers for the printing of flackaging and the manuals to be included wittpaokaged
software. We provide ModusLink with all packagingdananual design templates.

Intellectual Property

Our intellectual property rights are important to business. We rely on a combination of trademgakent,
copyright, trade secret, and other common lawénUts., Canada and other jurisdictions, as wetladidentiality
procedures and contractual provisions to protecpoaprietary technology, processes and otherlattlal
property. We have obtained registrations for maffemnt trademarks in more than 70 separate cmsjthave
numerous issued patents in the U.S. and Canadavemdhany copyright registrations. Our patents expin variou
dates between 2010 and 2021. As part of our hpiogess, we typically require employees to exeautien
agreements containing confidentiality undertakingillectual property assignments, non-solicitatibligations,
and in some cases, hon-competition obligationsumfavor.

In addition to the foregoing, we believe the tedbgiral and creative skill of our personnel, produc
developments and frequent product enhancementsaeatial to establishing and maintaining a cortipeti
advantage.
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Our products contain content and technology thalisesse from third parties. We generally enteo iwritten
agreements with independent contractors, consaltatrategic partners and third party content anbriology
providers, and through these written agreementsegk to obtain and control access to, and distobutf, the
intellectual property rights necessary for the caréd marketing of our products.

Despite our efforts to protect our intellectual eaty, third parties may use, copy or otherwisawband
market or distribute our intellectual property ectinology without our authorization or otherwiseelep products
with the same functionality as our products. Policinauthorized use of our products and intellégit@perty is
costly and virtually impossible on a worldwide lsag\s a result, there is a risk that our effortpitotect our
intellectual property will not be adequate to fytisevent the misappropriation of our intellectuadperty,
particularly in emerging markets. See “ltem 1A —sIRFactors —Our success depends heavily on our ability to
adequately protect our intellectual property

The software industry is characterized by the eris¢ of a large number of patents, trademarks apgrights,
and by frequent litigation based upon allegatidhnisifoingement or other violations of intellectyaioperty rights.
We may be constrained by the intellectual propediyts of others. We are currently a defendant lemasuit
alleging intellectual property infringement, and may again in the future have to defend againstlédtual
property lawsuits. See “ltem 1A — Risk FactorsGdr business may be constrained by the intellegitgpberty
rights of others, and we have been and are curyentbject to claims of intellectual property infygment, which
are costly and time-consuming to defénd

Competition

We compete with other software vendors for custsraéthe retail level and in corporate accountd,fan
access to distribution channels. Our two primanygetitors are Microsoft and Adobe. We believe atrosoft
Office and Adobe Systems hold most of the globalkeiafor Graphics and Productivity software andBigital
Media software. We are the next largest providgramkaged Graphics and Productivity and Digital Mesbftware
in our target markets. We also compete with a nurabsmaller companies, such as Sonic Solutionsp N&rcSoft
and Cyberlink, that target certain sectors of thekpged software market.

Our Graphics and Productivity products provide dest and technical capabilities that are genecaligparabl
to higher-priced products offered by Microsoft akabbe. Our Digital Media products offer leading edg
technologies for DVD playback, authoring and viggliting each supporting HD-DVD, Blu-ray and AVCHD
formats, which addresses the growing needs of @st advanced customers as well as our OEM partiégsalso
compete for strategic relationships with OEMs, malservices companies and other distributors. Wieveewe can
provide distributors with attractive pricing, chahspecific marketing and sales support, incentares customized
versions of our products and packaging. We beliaitered responses to distributors’ needs distisiges us from
our competition and will allow us to broaden owtdbution network.

Research and Development

We have a research and development (R&D) teamprbapnately 460 software professionals, the majait
whom are located in our Taiwan office and our coap® headquarters in Ottawa, Canada.

Following the acquisition of InterVideo in fiscaD@7, we now have a stronger concentration of dgvedént
expertise focused on digital media innovations. R&D investments in the Graphics and Productivityduct lines
will remain focused on extending their core techg@s to deliver compelling user experiences thegtrthe needs
of today’s workflows and to reach users in new eomr segments, new vertical markets, and new gpbgs Our
R&D investments in the Digital Media portfolio wiibcus on maintaining our technological leadershith leading-
edge innovations that differentiate our offeringshie minds of end users and our OEM partners different levels
of R&D investment for each of our two main prodoategories is a reflection of the relative matuaityd growth
potential of each sector. In all cases, our R&Dufowill be on increasing the user enjoyment offmaducts by
concentrating on usability: bringing the most freqtly used features to the surface in order to ntiadeen more
readily accessible and intuitive to users of alll $&vels.
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Our increased focus on usability is reflected m¢imhancements we have made to many of our prodimts
example we have increased the inter-operabiliyusiWordPerfect Office Suiteroductivity applications with their
Microsoft and Adobe counterparts. A new interfaas heen inserted Dorel Painter Essentialthat provides for
easy digital painting and making paintings fromfoisoWe have also modernized our interfaces in GotteIDRAW
Graphics Suite XandCorel DESIGNERso that they are more intuitive.

The integrated development teams have been co#libgron key projects and sharing best practiche. T
development teams have standardized developmeatiZation and release processes to ensure oungiorhake it
to the market in the most efficient way. A new iatiy-leading and intuitive installation, setup gradching device
is being leveraged across product lines. User ftdesign and usability processes develope@doelDRAWand
Corel Painterare being used in the development of other prolitues. Finally, in-product marketing and product
updates are now delivered via a cohesive commdfopia

Localization and geographic expansion remains tmoeir product strategy, providing users in emaggin
markets with software in their native language. Nsge now integrated our localization teams undsngle point
of leadership in order to maximize our efficienoy &€xpanding our global reach. We have increasedetrel of
languages provided across all product lines, irinyVinDVD, CorelDRAW Graphics Suite ¥AdVideo Studio,
which are now offered in twenty-two, nineteen dnidéen languages, respectively.

Finally, while our business is largely focused @sktop applications, we have taken steps to rettecgrowing
importance of the web to our users. Many of oudpmnts leverage a hybrid model, maximizing the valfiboth the
desktop and on line environments. By providing siseith a bridge between the two, we believe weaféer them
an even better user experience. For exan@oeelDRAW Graphics Suitgsers can collaborate and share design
ideas online through our partnership with Concepisitom. Our partnership with Smilebox, enallesel Media
One Plususers to create personalized photo and video fsogea share them on their favorite blog, socialvoek
or via email. Zazzle enables our users to takeakwreated irfPainter Essentialand send it to an online printing
service where they can create canvases, mugsis-ahd other keepsakes-all from within the Copgliaation.
These partnerships along with others such as KBBiBlender, and WhatTheFont.com ensure that weigeawr
users with the benefits of both the desktop and W&sted environments, providing them with a moreareimg user
experience.

We plan to expand our product offerings throughabguisition of proven products and technology tand
employ our R&D efforts to improve the utility ofdbe products and technology to both our existirdyraaw
customers. Our research and development expensesrftiscal years ended November 30, 2006, 20072808
were $25.9 million, $46.4 million and $44.5 milliorespectively.

Employees

As of November 30, 2008, we had approximately 1 fdl&time employees, a reduction of 70 from ourdkas
of November 30, 2007, due largely to restructuantvities completed in September of 2008. Thel tasists of
310 employees engaged in sales and marketing,ff#hed in research and development and the rergddidit
engaged in general administration, finance andoust support. As of November 30, 2008, we have eyags in
22 countries, including approximately 430 employieesur North American operations, 90 employeeBNEA,
and 520 employees in APAC.

We believe that our future success will dependhigé part on our ability to attract and retain higtkilled
technical, managerial, and sales and marketingopaet. Competition for employees is intense ingbiware
industry. To date, we believe we have been suaddssbur efforts to recruit qualified employeesit there is a risk
that we will not continue to be successful in thife. None of our employees are subject to calledtargaining
agreements. Management believes relations withayapk are good.

11
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Financial Information by Business Segment and Geogphic Data

We operate in one business segment, the packaffedmsegment. For information regarding our gapbic
data, please refer to Note 19 Segment Reportingf our Notes to our Consolidated Financial Statasmésund in
Item 8 of this Annual Report on Form 10-K.

Available Information

Our Annual Report on Form 10-K, Quarterly Reporiscorm 10-Q, Current Reports on Form 8-K and
amendments to reports filed or furnished pursua@ections 13(a) and 15(d) of the Securities Exghact of
1934, as amended, are available free of chargeeoSEC Web site at http://www.sec.ganvd on our Investor
Relations Web site at http://www.corel.cole make our filings available as soon as reasorjaalgticable after
we file such material with, or furnish it to, th&GS. The information posted on our Web site is nobrporated into
this Annual Report on Form 10-K unless otherwistdo

12
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ITEM 1A. RISK FACTORS
Risks Relating to our Business
The recent disruption in the overall economy andetfinancial markets will adversely impact our busss.

Many industries, including businesses providingkaged software solutions, have been affected yeotr
economic factors, including the significant deteat@mn of global economic conditions, declines impdoyment
levels, and shifts in consumer spending patterhe.récent disruptions in the overall economy ardtility in the
financial markets have greatly reduced, and mayirmoa to reduce, consumer confidence in the economy
negatively affecting consumer spending, which cdadcharmful to our financial position. Disruptiansthe overall
economy may also lead to a lower collection ratéilimgs as consumers or businesses are unalplaytoheir bills
in a timely fashion. Decreased cash flow generfited our products may adversely affect our finahpa@sition anc
our ability to fund our operations. In addition, en@economic disruptions, as well as the restrirgguof various
commercial and investment banking organizationslccadversely affect our ability to access the itnedrkets.
The disruption in the credit markets may also askfgraffect the availability of financing to suppour strategy for
growth through future acquisitions. There is a tiskt government responses to the disruptionsaritancial
markets will not restore consumer confidence, §zzbihe markets, or increase liquidity and theilabdity of
credit.

We are subject to restrictive debt covenants tmapdse operating and financial restrictions on ouperations
and could limit our ability to grow our business.

Covenants contained in our debt facilities impdgaificant operating and financial restrictions as These
restrictions prohibit or limit, among other thingsyr incurrence of additional indebtedness, actjoiss, asset sales
and the creation of certain types of liens. As p&dur current term loan agreement, we are pegthitb make
acquisitions up to an aggregate consideration 80%Bmillion, provided that the aggregate consiti@naconsisting
of cash and indebtedness assumed or incurred mection with acquisition does not exceed $200.0anilover the
term of the credit facilities. For amounts excegdimat amount, we are required to seek the cordentr lenders.

These restrictions could limit our ability to puesacquisitions, withstand downturns in our businessake
advantage of business and tax planning opportgniEerthermore, our debt facilities require us &intain specifie
financial ratios and to satisfy specified finanaahdition tests, and under certain circumstanegsire us to make
annual mandatory prepayments with a portion ofamailable cash. As of November 30, 2008 we were in
compliance with all of our debt covenants. Howeer, ability to comply with these ratios or testaynbe affected
by events beyond our control, including prevailegpnomic, financial and industry conditions and¢tis a risk we
will not be in compliance in the future.

Our quarterly operating results may fluctuate depding on the timing and success of product releasghjch
may result in volatility of our stock price.

Our products generally have release cycles of i@ and 24 months, and we typically earn theektrg
portion of revenues for a particular product dutting first half of its release cycle. If new verssoof our software
do not achieve widespread market acceptance, sultsef operations will be adversely affected. 8ese the
timing and success of new product and product ugraleases have a significant impact on our rexeand
expenses and release dates do not conform toad Yisar cycle, it is difficult to discern meaningftends in our
business by comparing our financial results for ey fiscal quarters. Due to the impact of releasfasew product
and versions, our future operating results andkgtoice may be subject to significant volatilitygrficularly on a
quarterly basis. Any delays or failures in devetgpénhancements and marketing our new versionsrgfroducts
or product upgrades may have a harmful impact enesults of operations.
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The lon¢-term trend in our business reflects growth in rewass from acquisitions and not our existing produc
and that growth through acquisitions may not be regentative of future growth.

Although our financial results have improved sinoe acquisition by Vector Capital, a significantiian of
that improvement resulted from our implementatiboast reduction initiatives, including a signifitareduction in
our workforce, as well as additional revenue weiiatd primarily through the sale of products acegithrough
acquisitions. Because our products and marketeetavely mature, and since our strategy doesnubiide internal
development of new product lines, our prospect®ffsetting declining organic revenues in maturedoicts and for
future growth are highly dependent on our abilitycbmplete acquisitions of complementary busineggeslucts or
technologies. Recent increases in our revenugsrimnarily attributable to the inclusion of Inter\&d revenues
beginning with our fiscal 2007 results. Our reliarmmn acquisitions as a primary means of achiewitgré growth
involves a number of risks and uncertainties, mafnyhich are beyond our control.

For example, the purchase price for acquisitiorkdgpend significantly on overall market conditiphe
degree of competition from other strategic or fitiahbuyers and the availability of attractive aisition candidates
with complementary products or services. In addjtise may need debt or equity financing to payafquisitions,
which may not be available to us on acceptablegernat all, particularly after the tightening Iretcredit market in
fiscal 2008. Our ability to use our common shaeswarency to pay for acquisitions will depend ba trading price
of our common shares, which may be volatile as destnated during the final quarter of fiscal 2008en our share
price declined from a high closing price of $10pEs share to a low closing price of $4.23 per shéme cannot
successfully execute our acquisition strategy eawth will be constrained and the value of our camnrshares
could decline.

We have grown, and may continue to grow, throughgacsitions that give rise to risks and challengdsat
could adversely affect our future financial results

We have in the past acquired, and we expect toi@ciuthe future, other businesses, business, uanits
technologies. Acquisitions involve a number of spleisks and challenges, including:

« Complexity, time, and costs associated with thegration of acquired business operations, workforce
products, and technologies into our existing bussneales force, employee base, product lines, and
technology;

» Diversion of management time and attention fromedasting business and other business opportun

 Loss or termination of employees, including cossoaiated with the termination or replacement oséh
employees

« Assumption of debt or other liabilities of the atgd business, including litigation related to gl
liabilities of the acquired busines

« The risk that key customers and business relatipasi the acquired company may not be maximi;

» The incurrence of additional acquisition-relatetitdes well as increased expenses and working tapita
requirements

« Dilution of stock ownership of existing stockholdeor earnings per shal

« Increased costs and efforts in connection with d@npe with Section 404 of the Sarbanes-Oxley Act
(“SOX") and the risk that the acquired company maybe SOX compliant which may in-turn cause ulseo
nor-compliant; anc

« Substantial accounting charges for restructurirdyrefated expenses, write-off of in-process reseand
development, impairment of goodwill, amortizatidnrdangible assets, and stock-based compensation
expense
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Integrating acquired businesses has been andamtire to be a complex, time consuming, and expens
process, and can impact the effectiveness of derrial controls over financial reporting.

If integration of our acquired businesses is natessful, we may not realize the potential benefitn
acquisition or undergo other adverse effects tlemtwrrently do not foresee. To integrate acquinesirtesses, we
must implement our technology systems in the aequiperations and integrate and manage the peisufrthe
acquired operations. We also must effectively iratgythe different cultures of acquired businegaoizations into
our own in a way that aligns various interests, @@y need to enter new markets in which we havertionited
experience and where competitors in those marleats stronger market positions.

Any of the foregoing, and other factors, could haum ability to achieve anticipated levels of ptalfility from
acquired businesses or to realize other anticipga¢@efits of acquisitions. In addition, becauseugitions of
technology companies are inherently risky, theweiisk that our previous or future acquisitiond not be
successful and will adversely affect our businepsgrating results, or financial condition.

If we fail to manage our growth effectively, our iness could be harmed.

Our strategy is to maximize value by achieving giototh organically and through acquisitions. Ohitiy to
effectively manage and control any future growtlyrba limited. To manage any growth, our managenmerst
continue to improve our operational, informatioml dimancial systems, procedures and controls apdrek train,
retain and manage our employees. If our systerosepdures and controls are inadequate to suppodpmrations,
any expansion could decrease or stop, and investaydose confidence in our operations or finanaallts. If we
are unable to manage growth effectively, our bussirend operating results could be adversely affeared any
failure to develop and maintain adequate internatrols over financial reporting could cause tlalimg price of
our shares to decline substantially.

Our core products compete with products offeredMigrosoft and Adobe, which have dominant market
positions and other significant competitive advages.

OurWordPerfect Suiteompetes with Microsoft Office which has the majoaf the global market for office
suite software. In addition, our Digital Media pumtis compete with similar products offered by Adolskich has
the majority of the global packaged Digital Medidt&are markets in which we compete. It is extrgmafficult for
us to increase our market share among existinvacgtusers because they tend to have high levélsaafl loyalty
due to the actual or perceived cost, time and efémuired to transition existing files and leaowhto use new
software. The existence of these dominant brarstsrabkes it more difficult for us to attract fitstre software
buyers because Microsoft and Adobe can offer utbgsiproducts that enable file sharing with otrears of their
respective products without compatibility concerns.

In addition to having dominant market positionschMsoft and Adobe enjoy a number of other competiti
advantages that result from having large scaleatiogis, leading brand identities and significagtigater financial
and other resources than we do. These advantagedénamong others:

» sales and marketing advantac
» advantages in the recruitment and retention ofegkiechnical personne

« advantages in the establishment and negotiatipnafitable strategic, distribution and customer
relationships

« advantages in the development and acquisitionrahiative software technology and the acquisition of
software companie!

« greater ability to pursue larger scale product tigpraent and distribution initiatives on a globatisa anc

» operational advantage
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Because we generally rely on having lower prices thlicrosoft and Adobe to attract customers, toetktent
Microsoft and/or Adobe were to offer products conafde to ours at a similar price, our revenues waldcline and
our business would be harmed.

Our prices may decline, which could harm our opeireg results.

We believe that a variety of factors in the curmeatrket could contribute to the risk that priced aar gross
margins will decrease in future fiscal quarters. €&mample, as our customers continue to assessiiEness
strategies and their budgets for our or our corntgrstproduct offerings, we may feel additional pres to lower ot
prices.

Our success depends on our ability to offer produthiat are highly compatible with products offerég
Microsoft and Adobe.

Software users often share files, making it crittbat our products remain compatible with produbtt have
dominant market positions. To make our productspatible with products offered by Microsoft, Adobadeothers,
we often rely on technical information providedus®through informal cooperative arrangements. We n@
contractual right to receive this technical infotioa, and if these competitors are unwilling topde it to us, we
may be unable to continue to provide productsdhatcompatible with their products.

Although we have been able to achieve a high lelzebmpatibility with Microsoft products in the pgag is
often impossible for us to achieve the same lef/&lmctionality and performance as Microsoft’s puats because
its products benefit from technology embedded éNficrosoft Windows operating system and other bEorft
software applications, which places us at a cortipetilisadvantage.

Since it is often technically impossible for ustevelop products that are compatible in all respeith the
leading brands, there is also a risk that any ranpatible features will be criticized in the marked damage our
reputation. If our products are not sufficientlyrquatible or are not perceived to be compatible Withleading
brands for any reason, we would lose a key elewfentir value proposition and our revenues and tesil
operations would be adversely affected.

We rely on relationships with a small number of cpamies for a significant percentage of our revenyesd if
any of these companies terminates its relationshiih us, our revenues could decline.

In our fiscal year ended November 30, 2008, wevedra substantial amount of our revenues from our
relationship with PC OEM manufacturers. To the sktaur relationships with one or more of theseda®EMs are
interrupted or terminated for any reason, our reesrmmay decline. In addition, our agreements Viésé compani
only provide a general framework governing ourtiefeships. These agreements do not contain anysixily
provisions, and these companies have no obligéigurchase a minimum quantity of our productsppte our
products or continue distributing our products. ieatthese companies also distributes the prodifatsir direct
competitors. Accordingly, these companies may dtefibuting our products, they may feature contpeti
products more prominently or they may fail to effeely promote the sale of our products to thestomers, which
would harm our competitive position and operatiesutts.

Because there are a small number of large PC OEMg, only have a limited number of potential new larg
OEM customers, which will cause revenue to growaaslower rate.

At present, we distribute a number of our prodbetsdled with product offerings of OEMs such as Hattvl
Packard, Lenovo, Sony, NEC, Toshiba Acer and ASIUfere are comparatively few large-scale OEMs. Our
reliance on this sales channel involves many risicduding:

« we lack control over the shipping dates or volurhsystems shipped by OEM

« our OEM partners are generally not subject to mimmsales requirements or any obligation to market o
products to their customel
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« our OEM partners may terminate or renegotiate tneangements with us and new terms may be less
favorable due, among other things, to an incredsicmmpetitive relationship with certain partne

« sales through our OEM partners are subject to admimgstrategic direction, competitive risks, attteo
issues that could result in a reduction of OEM ¢

* the development work that we must generally unéertmder our agreements with our OEM partners may
require us to invest significant resources andrisggnificant costs with little or no associategierues

« the time and expense required for the sales anklatiiag organizations of our OEM partners to become
familiar with our products may make it more difficto introduce those products to the marl

« our OEM partners may develop, market, and disteilta¢ir own products and market and distribute pectsi
of our competitors, which could reduce our salest

« we rely on these OEM partners to self report lieemevenues payable to us based on their produes. dathe
revenues from these reports are understated wd oecgive significantly less cash than we areledti

Slow growth, or negative growth, in the PC industrguld reduce demand for our product, and reducegs
profit.

Our revenue depends in large part on the demanalfoproducts by OEMs. The PC industry has expeedn
slow or negative growth in the recent past dueetoegal economic slowdowns, market saturation aherdactors.
If slow growth in the PC industry continues or niagagrowth occurs, demand for our products mayekese.
Furthermore, if a reduction in demand for our prdwccurs, we may not be able to reduce expenses
commensurately, due in part to the continuing rfeedesearch and development. Accordingly, contihslew
growth or negative growth in the PC industry caudduce our gross profit.

If we fail to maintain strong relationships with auresellers and distributors, our ability to succeally deploy
and sell our products may be harmed.

We primarily market our product offerings througsellers (such as Office Depot and Best Buy) and
distributors (such as Ingram Micro). We focus dffiores on larger distributors, which has resulteadur
dependence on a relatively small number of distoilsulicensing a large amount of our products. dsiributors
also sell our competitors’ products, and if theyoiaour competitors’ products for any reason, they fail to
market our products as effectively or to devot®ueses necessary to provide effective sales, wihimhid cause ot
results to suffer. In addition, the financial hbalf these distributors and our continuing relaglips with them are
important to our success. Some of these distribsutaay be unable to withstand adverse changes indsss
conditions. Our business could be seriously harifntbeé financial condition of some of these distribrs
substantially weakens, as demonstrated in theHaurarter of fiscal 2008 with the bankruptcy of @i@ur major
customers.

Our business may be constrained by the intellectpedperty rights of others, and we have been and ar
currently subject to claims of intellectual propgrinfringement, which are costly and time-consuming
defend.

The software industry is characterized by the eris¢ of a large number of patents, trademarks apgrights,
and by frequent litigation based upon allegatidhnisfoingement or other violations of intellectyaioperty rights.
We may be constrained by the intellectual propediyts of others. We are currently a defendant lemasuit
alleging intellectual property infringement, and may again in the future have to defend againstlédtual
property lawsuits. See “ltem 3 +egal Proceedings We may not prevail in our current or future iiieetual
property litigation given the complex technicaluss and inherent uncertainties in litigation. Weehi the past ar
expect that we will in the future receive corregemce alleging that our products infringe the Ietgbial property
rights of others. Any claims, regardless of thearit) could be
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time-consuming and distracting to management, r@sgbstly litigation or settlement, cause proddetvelopment
or release delays or require us to enter into gogilalty or licensing agreements. In addition, sashour
agreements with customers and distributors, inolm@EMs and online services companies, require usdemnify
these parties for third-party intellectual propértffingement claims, and many of these indemniifizaobligations
are not subject to monetary limits. The existerfcdese indemnification provisions could increase aost of
litigation and could significantly increase our egpre to losses from an adverse ruling.

Changes to the royalties we pay to third partiesttee requirement to pay other amounts in respeétttard
party intellectual property, could adversely effamir margins and profitability.

Our products, in particular our Digital Media ajggliions, are sold subject to significant royaltidsch we pay
to third parties, including third parties who hgiatents and other intellectual property rights \wtparport to cover
the technology contained within our products. Thegel parties could, from time to time, increake toyalties we
are charged which could adversely effect our margimd profits. In addition, our products could beesubject to
the payment of additional royalties to other thpedties which could also adversely affect our masgind profits.
See prior risk factor —Our business may be constrained by the intellelcpuaperty rights of others, and we have
been and are currently subject to claims of intglial property infringement, which are costly aimdg-consuming
to defend”.

Our success depends on our ability to adequatelvent piracy of the proprietary content owned bherts
which is accessed by customers through the useusfpyoducts.

Our products allow our customers to use or displayprietary content owned by third parties, sucbwas
customers’ use of our WinDVD product to play moviegned by various movie studios and production camgs.
Individuals who are sophisticated in the field of[D technology and encryption have made use of ooaycts to
bypass security measures implemented by movieatudardware and software manufacturers (the “Acledn
Access Content System” or “AACS Security Protocalfid pirate the proprietary content, thereby making
available to others who can then view the contetitomt paying the required fees to the content awoe their
agents. While we continuously update the secufityuo products to prevent such occurrences, treaerisk that
those breaches will occur in the future. The useuwfproducts to improperly access proprietarydtpiarty content,
and our requirement to update our software to coary deficiencies, could harm our reputation wiitind party
content providers and our customers. In some cistantes, it could also expose us to litigation antle
requirement to compensate the owners of the prapyieontent which is pirated. Further, repeatefitmcies of
this type in our products could cause the AACSnisieg authority to terminate our AACS license whidlows us t
participate in the AACS Security Protocol, a preistje for our products to be able to play highimiébn DVD
content distributed by some movie studios and prtido companies. The loss of our AACS license woublike ou
WinDVD product less attractive to some of our intpat OEM customers, upon whom we rely for a sigaifit
amount of our revenue. Accordingly, our failureattequately protect proprietary third party contamtld cause us
to lose customers and potentially expose us tanigata pay compensation to content owners, eithara¢h would
harm our business.

We may be unable to maintain licenses to third-patéchnology that is integrated into our products.

We integrate third-party technology into our softevaroducts. Although we are not currently reliantany
technology license agreement from a single thintlyp# we were to lose our rights to technologgelised to us by
several third parties, our business could be saanifly disrupted, particularly if the technologybgect to those
agreements was either no longer available to m® donger offered on commercially reasonable tetmsither
case, if we are unable to redesign our softwafertction without this third-party technology orabtain or
internally develop similar technology, we mightfbeced to limit the features available in our cutrer future
products.
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Our success depends heavily on our ability to adatgly protect our intellectual propert

We depend upon our ability to protect our technpldgur means of protecting our intellectual propenay no
be adequate to prevent others from misappropriatirgherwise obtaining and using information tvatregard as
proprietary. Any of our patents, trademarks or othtellectual property rights may be challengedliyers or
invalidated through administrative process or ditign. We may be unable to obtain effective patentademark
protection in the future. Policing unauthorized n$eur software is difficult and costly, particdlain countries
where the laws may not protect our proprietarytsgs fully as in the U.S. and Canada. Accordindigpite our
efforts, we may be unable to prevent third paffies infringing upon or misappropriating our intsttual property.

We have placed source code for our software irogsand this source code may, under certain circamess,
be made available to certain of our customerstidigbrs or OEMs. We also work with translatorgdbizers and
independent software developers, and these thittepdnave access to proprietary information retato our
technology. While we have entered into confideittiand non-competition agreements with these thadies and
their employees, these arrangements could inctbasease or likelihood of potential misappropriatis other
misuse of our intellectual property.

Further, our software products contain open sosofsvare code licensed to us under various opercsou
licenses. We rely in part on third parties to depebur software and may not be able to verify waethe
components developed by these third parties coatéditional open source code. Open source codemayse
limitations on our ability to sell our products bese, among other reasons, open source licensg meagresult in
unanticipated obligations regarding our products the disclosure of underlying derivative sourcdezand open
source software cannot be protected under tradetdaw.

Our substantial indebtedness could affect our finging options and liquidity.

As of November 30, 2008, we had approximately $4 Billion of total debt outstanding and an unused
$69.4 million revolving credit facility. Our indeddness is secured by substantially all of our ass&d could have
important consequences to our business or the tsodde@ur common shares, including:

« limiting our ability to obtain additional financing the future for working capital, capital expetudés or
acquisitions

* requiring a significant portion of our cash flovefin operations to be dedicated to the payment obtineipal
of and interest on our indebtedness, thereby raducinds available for other purpos

» making us more vulnerable to economic downturnsliamiting our ability to withstand competitive
pressures; an

* making it more difficult to pay dividends on oumemon shares, if we decide to do

In addition, because some of our debt bears irttatagriable rates, we are subject to interestniak in the
event interest rates increase at a faster paceraiodiigher levels than we have experienced ianeperiods. See
“Item 7A — Quantitative and Qualitative Disclosures about MetrRisk — Interest Rate Risk.

The packaged software industry is subject to rapgdhnological change, and if we fail to responddgnamic
market forces, our position within the industry wibe harmed.

The packaged software industry is characterizedhpid technological change. If our competitorsabke to
develop innovative new features or functionalitsitttve are unable to replicate or if we experierelays in
providing competing features or functionality, dusiness may suffer. Moreover, we devote the ntgjofiour
research and development efforts toward enhanaingxisting product lines rather than pursuingdbeelopment
of new applications. If our competitors are ablenake significant innovative improvements to theducts or
develop new products with substantially enhancealsgities, our products may become obsolete owalure
proposition may become less attractive.
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We face significant competitive threats from compes that may offer competitive software productditite or
no cost to consumers to increase their market preseand user base.

Large online services companies are constantlyisgelew ways to drive Internet traffic to their veitles and
increase their user bases, such as Google’s Pibasa, and SketchUp, which compete against soroerodigital
media and productivity products. Because these aoiep primarily earn revenues through the saleeérising ol
the collection of subscription fees, they are oftélling to provide free or low cost products arehsces to their
users to increase usage of their core services.

The manner in which packaged software is distribdtis changing rapidly, which presents challenges to
established software companies such as us and prissepportunities for potential competitors.

Traditionally, most consumer software has been aeld separate stand-alone item through retailorend
Increasingly, software products are being bundlgll inardware or online services and sold direcyiyie OEMs
and online services companies. Although we hawaiogiships to bundle our software with some harévesnd
online services providers, if we are not successfahaintaining these relationships and with foggdtistribution
arrangements with digital camera manufacturersiditianal participants in all the markets we seiwg,
competitors may gain a significant competitive adage.

We generally receive significantly lower prices $mftware that is bundled with hardware or servibes we
receive for physically packaged software. In theecaf software bundled with hardware, we genetallydle lower
functionality versions of our software and provitie opportunity for users to upgrade to more feidltured version
Accordingly, even if we are successful in expandingrelationships with OEMs, our revenues mayidedb the
extent purchasers through these channels do nohase our software through the retail channelextelot to
purchase our software upgrades.

The increasing percentage of packaged softwargldittd by OEMs and over the Internet presentsnalau of
challenges and competitive threats. We currengiyritdute a substantial portion of our productseitail locations
around the world and view our retail distributicgtwork as a competitive strength. To the extentritil software
distribution represents a diminishing percentagel software sales, the relative benefits of retail network will
decline. A declining percentage of our sales haanlderived from our retail distribution channeld ave expect
this trend to continue. If in the future we needdduce the size or scope of our retail distributietwork, we will
likely incur significant restructuring charges wihiwould adversely affect our results of operations.

In addition, competitors such as Microsoft, inciegly are incorporating additional functionalitytanthe
Windows operating system at no additional cost iticuld render some or all of our products obsolete

With the growth in the Internet as a medium to dolwad and purchase software, we expect to face iasiag
competition from smaller software providers.

The increasing popularity of the Internet as a mexdio purchase software is enabling smaller sotwar
providers to distribute products with minimal upft@osts or resources. In the past, a substaraigkb to entry intc
the packaged software market for small-scale peygithas been the need to manufacture, packageasiridude
software through a retail or commercial distribotwhain. To the extent consumers increasingly @mgelsoftware
over the Internet, we expect to face increased etitign from small software development companies a
programmers worldwide. Online software distributieas certain inherent advantages over physicatiikgmed
software, such as the reduction or elimination ahofacturing, packaging, shipping and inventoryxdsew
entrants that have business models focused oméitdistribution may have more favorable cost stmes than
companies such as ours that employ a multi-chadis&lbution network, which could give those conifmes cost
savings, pricing and profitability advantages.
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Open source software and open standards may makeoge vulnerable to competition because new mai
entrants and existing competitors could introduciendlar products quickly and cheaply.

Open source refers to the free sharing of softwade used to build applications in the softwaresttgyment
community. Individual programmers may modify andate derivative works and distribute them at na twothe
end user. To the extent that open source softwateveloped that has the same or similar functityras our
products, demand for our software may decline, vag have to reduce the prices we charge for ourymsdand ot
results of operations may be negatively affected.

In addition, there is continuing pressure on tHensre industry to adopt standardized file formddgcrosoft
recently released the specifications for one filerfat which has been implemented in its next geiweraffice suite
While we generally support the adoption of opemdsads, this change may make it easier for othféwace
companies to produce productivity software thaisipatible with Microsoft Office. In the past weviasbeen one
of a small group of companies that offer produtfigoftware that directly competes with Microsoffite
applications and is also compatible with those iappbns. If the proposed Microsoft Office operefibrmat, or any
other open file format, becomes the industry aemeptandard, we could lose a key competitive adggmnt

Our products are complex and may contain errorsaefects resulting from such complexity.

The software products we develop and the assoqgmt#dssional services we offer are complex anct et
stringent technical requirements of our custométs.must develop our products quickly to keep paitk the
rapidly changing software market. Our software pigisl and services may contain undetected erradefects,
especially when first introduced or when new versiare released. Failure to achieve acceptancd oesllt in a
delay in, or inability to, receive payment. Our giwots may not be free from errors or defects aibenmercial
shipments have begun, which could result in thectgjn of our products and damage to our reputadierwell as
lost revenues, diverted development resourcessased service and warranty costs and relatedtidigaxpenses
and potential liability to third parties, any of ish could harm our business.

An interruption of our supply of certain productsrkey components from our sole source supplieraoprice
increase in those products or components, could thour business.

We have chosen to outsource the manufacturing etribdtion of many of our desktop software produtct
ModusLink, a third party provider. Although ouriegice on a single supplier provides us with efficies and
enhanced bargaining power, poor performance bgalr df effective communication with this contractan
significantly harm our financial condition and réswf operations. This risk is amplified by thetiéhat we carry
very little inventory and rely on just-in-time méraaturing processes.

If we do not provide acceptable customer suppott; peputation will suffer and it will be difficultto retain
existing customers or to acquire new customers.

The effectiveness of our customer service and feahsupport operations are critical to customéistction
and our financial success. If we do not responelctiffely to service and technical support requestsvill lose
customers and miss revenue opportunities, suchodsigt renewals and new product sales. We occdbiona
experience customer service and technical suppoblgms, including longer than expected waitingetsnfor
customers when our staffing and systems are inadedqo handle a higher-than-anticipated volumesqtiests. If
we do not adequately train our support represastiour customers may not receive an appropeats bf
support, we could lose customers and our finamegllts could suffer.
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We are subject to risks associated with internaboeperations that may harm our busines

In our fiscal year ended November 30, 2008, wevedrapproximately 51.9% of our total revenues fsaies
to customers outside of the Americas. Our inteomati operations subject us to a number of riskallehges and
uncertainties, including the following:

« foreign currency fluctuation:

* increased software piracy and uncertainty with eespo the enforcement of intellectual properthtig

« international economic and political conditiol

« labor and employment laws, particularly in Europhich make it difficult to maintain flexible staffg levels
« tariffs, quotas and other trade barriers and &iris;

« difficulties and expenses in localizing our prodygtarticularly in Asian market

« difficulties inherent in staffing and managing figne operations; an

« the burdens of complying with a variety of foreigms.

In addition, because increasing the scope of oaraijpns in emerging economies, such as Chinaa|ithister
Europe and Latin America, is a key element of comgh strategy, we expect that our exposure taittkes and
uncertainties described above will increase irftigre.

As a global business, we have a relatively compéexstructure, and there is a risk that tax authtigs will
disagree with our tax positions.

We have tax losses carried forward available teatffuture taxable income of $90.6 million as of
November 30, 2008. Approximately 51% of our taxsksare in Canada. Under Canadian tax rules, werdgmuse
losses to offset future taxable income from theeshsiness or a business that is similar to thettmatdncurred the
losses. While our Canadian losses are not suljertyt annual deduction limitations, all of our les&xpire
between the tax years 2009 through 2028. Of théotses carried forward available to us, approxéiyat
C$51.0 million will expire in fiscal 2009. As of Nember 30, 2008, we also had approximately $155l{bmof
tax depreciation in Canada that would be availablaffset taxable income in future years. We haserecorded a
financial statement benefit for these attributeg. hilve not been subject to a tax audit or revievthi® 2006, 2007
and 2008 tax years, and while we believe thataxuatssets have been appropriately determined, ihargsk that,
in the event of an audit, the tax authorities waubtl agree with our position.

Since we conduct operations worldwide through ouveifjn subsidiaries, we are subject to complexsfean
pricing regulations in the countries in which westgte. Transfer pricing regulations generally regjthat, for tax
purposes, transactions between us and our foréigiatas be priced on a basis that would be corapker to an
arm’s length transaction and that contemporaneouasrdentation be maintained to support the tax afion.
Although uniform transfer pricing standards are |gimgy in many of the countries in which we oper#tere is still
a relatively high degree of uncertainty and inhegemjectivity in complying with these rules. Tetbxtent
Canadian or any foreign tax authorities disagreh wir transfer pricing policies, we could becorabjsct to
significant tax liabilities and penalties.

The Company’s tax returns are subject to reviewalming authorities in the jurisdictions in which wperate.
Although we believe that we have provided for ak €xposures, the ultimate outcome of a tax rewiewd differ
materially from our provisions. The Minister of Rewe of Ontario issued a material reassessmeesjrect to our
2000 through 2002 taxation years. See note 12 mfimancial statements, included in Item 8 of thisnual
Form 10-K.

The taxes we owe for oWWinZipbusiness are based in part on maintaining subatdnisiness operations in an
overseas jurisdiction, which has favorable tax ldiveax authorities determined that we did
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not maintain business operations in this jurisditsufficient to remain subject to these tax priovis, our effective
tax rate would increase, and we could become sutgjesignificant tax liabilities, penalties andengst.

Impairment of our intangible assets could result significant charges that would adversely impactrduture
operating results.

We have significant intangible assets, includingdyeill with an indefinite life, which are suscegtlio
valuation adjustments as a result of changes iowsifactors or conditions. The most significanangible assets ¢
our balance sheet are the technologies, custoriaioreships and trademarks we acquired with Intdediand
WinZip, Customer relationships are amortized omeeelerated basis based upon the pattern in wihéchdonomic
benefits of customer relationships are being @tilizOther identifiable intangible assets are ammedtion a straight-
line basis over their estimated useful lives. Waeas the potential impairment of goodwill on anwshibasis, as
well as whenever events or changes in circumstandesate that the carrying value may not be recable. We
assess definite lived intangible assets whenewamteor changes in circumstances indicate thatahging value
may not be recoverable. Factors that could triggeimpairment of such assets include the following:

« significant underperformance relative to historieaprojected future operating resu
* significant changes in the manner of or use ofitwuired assets or the strategy for our overalhless;
« significant negative industry or economic trer

« significant decline in our stock price for a suséal period

» changes in our organization or management repostigture could result in additional reportingtani
which may require alternative methods of estimataigvalues or greater desegregation or aggregatiour
analysis by reporting unit; ar

< adecline in our market capitalization below nedkbwalue.

As of November 30, 2008, we had identified intatgydssets with a carrying value in our financiateents
of $67.0 million, all of which are definite-livednd goodwill of $82.3 million. At November 30, 2Q@fiven the
current disruption and uncertainty in the globalreamy, our significant decrease in our stock poeer the last
fiscal quarter, and our revenues being slightlydothen projected, we determined that the apprtpnimggers had
been reached for an impairment test of all oumigilale assets. We performed asset recoverabibtg tnd
determined that there has been no impairment oflefimite lived intangible assets. Furthermore,compared our
carrying value of goodwill to the fair value of thesociated reporting unit, the Company, and détechthat there
has been no impairment of our goodwill.

Further adverse changes in our operations or ottfereseeable factors could result in an impairncatge in
future periods that would impact our results ofragiens and financial position in that period.

We are exposed to fluctuations in foreign curreneychange rates.

Because we have international subsidiaries andliisdrs that operate and sell our products outdidedJnited
States, we are exposed to the risk of changegéigfo currency exchange rates or declining econaanglitions in
these countries. With our increased internation@ég@nce in a number of geographic locations arid iniérnational
revenue and costs projected to increase, we asegso changes in foreign currencies includinggh, British
Pound, Canadian Dollar, Japanese Yen, and the maseaDollar. Changes in the value of foreign cuiesirelativi
to the value of the U.S. dollar could adverselgeiffuture revenue, future operating expenses pathting results.
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We are potentially exposed to default risk on ontdrest rate swaps and our line of credit, and thaare
limitations on our ability to draw on that line ofredit.

As of November 30, 2008, we had $134.5 millionrdérest rate swaps which convert an aggregatenadtio
principal amount of $134.5 million (or approximat&6% of our interest-bearing debt) from floatiager interest
payments under our term loan facility to fixed nef& rate obligations. These swaps protect us sigthia risk of
adverse fluctuations in the London interbank offerate (LIBOR).

Given the current economic disruptions and theuwegiring of various commercial financing organiaas,
there is a risk of countgrarty default on these items. Currently, our expesa default risk on our interest rate s\
agreements is minimal as we are currently in alliglposition on all interest rate swaps. Howeuvéthe LIBOR
rates were to significantly increase, there ish that one or more counterparties may be unabieegt its
obligations under the swap agreement.

We also have a line of credit with $75.0 millioredable to us under our term loan agreement to apetating
and investing activities. However, it is unlikehat we will be able to draw down the full line gédit of
$75.0 million position due to debt covenants. Cutlse we believe we are in a position to make drafvs
approximately $40.0 million based on our currenéficial position at November 30, 2008, without &iimlg our
current debt covenants. There is a risk that maxirdtaw could be less in the future depending oroperating
results. Furthermore, our lender may not be abletwr their line of credit commitment, which colgéd to us
seeking financing in a credit market that is beewriess accessible. This could adversely impacability to fund
some of our internal initiatives or future acqudsis.
Risks Related to an Investment in our Common Shares

Our common share price is likely to be volatile.
The market price of our common shares may be \@liatiresponse to a number of events, including:

 our quarterly operating resul

« sales of our common shares by principal sharehsjl

» small trading volumes and small public flo

« future announcements concerning our or our congge’ businesses

« changes in financial forecasts and recommendakigrsecurities analysts or the termination of cogeray
one or more securities analys

« actions of our competitor
« general market conditions, economic conditionsuditlg the recent downturn, and political conditic
 natural disasters, terrorist attacks and acts of aral
« the other risks described in this secti
Vector Capital has significant control over our buress and an investor may not have the same corpora
governance protections investors would have if werevnot a controlled company.

Vector Capital owns approximately 68% of our outdiag common shares. As a result, Vector Capitaltha
ability to influence our business, policies andhaff and has the ability to control the outcomalbélections of
directors and any shareholder vote regarding a@neogher extraordinary transaction or any othettens.
Messrs. Slusky and Mehta, who are members of oardB@re principals of Vector Capital. Vector Capitas no
separate contractual rights to nominate any dirscithere is a risk that the interests of Vectopi@hand these
directors will not be consistent with the interest®ther holders of common shares.

In addition, for so long as Vector Capital or arlges entity or group owns more than 50% of thel tadéing
power of our common shares, we will be a “contidempany” within the meaning of NASDAQ and apphiiea
Canadian securities regulations and, as a resillguwalify for exemptions from certain corporate
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governance requirements. As a controlled comparyane exempt from several NASDAQ standards, inolyithe
requirements:

« that a majority of our Board consists of independirectors;
« that our prospective directors be nominated sdiglindependent directors; a
« that the compensation of our executive officersi&ermined solely by independent direct:

We have in the past, and may in the future, reljhese exemptions and as a result, a majority oBoard
may not be independent. In addition, while we Wilve a nominating and corporate governance conenatid a
compensation committee, these committees will posist entirely of independent directors. Our aadihmittee
had only two independent directors for the traosiperiod ending April 25, 2007, as permitted bylaable
NASDAQ and SEC rules and by the rules and regulataf the Canadian provincial securities regula
authorities. Accordingly, you will not have the saprotections afforded to stockholders of compattiasare
subject to all of the NASDAQ corporate governareguirements.

Vector Capital’'s ownership of a majority of our camon shares, coupled with provisions contained inrou
articles of incorporation and Canadian law, redudke likelihood that other investors will receivepgemium
upon a change of control.

As our controlling shareholder, Vector Capital Haes sole ability to transfer control of our compaoya third
party, making it possible that other investors wil receive a premium upon a change of contrahdidition, even
if and when no single shareholder controls us, igions of our articles of incorporation and Canadawv may
delay or impede a change of control transactiom.@dthorized preferred shares are available foraisse from time
to time at the discretion of our Board, withoutrgteolder approval. Our Board has the authorityjestitio
applicable Canadian corporate law, to determinesfigeial rights and restrictions granted to or isggbon any
wholly unissued series of preferred shares, anld sghts may be superior to those of our commomesha
Limitations on the ability to acquire and hold @@mmon shares may be imposed byGoepetition Ac{Canada).
This legislation permits the Commissioner of Corntjmet of Canada to review any acquisition of a gigant
interest in us and grants the Commissioner jurigdido challenge such an acquisition before thead#n
Competition Tribunal if the Commissioner believiattit would, or would be likely to, result in abstiantial
lessening or prevention of competition in any mameCanada. Thiénvestment Canada Astibjects an acquisition
of control of a company by a non-Canadian to gowenmt review if the value of our assets as calcdlptegsuant to
the legislation exceeds a threshold amount. A veaide acquisition may not proceed unless the rekewvanister is
satisfied that the investment is likely to be alexntefit to Canada. Any of the foregoing could erevor delay a
change of control and may deprive our shareholofeifse opportunity to sell their common shares.

Investors may be unable to enforce actions agaitit Company and certain of our directors under Uf8deral
securities laws.

A majority of our directors and officers reside side of the U.S.. Because all or a substantiaigodf our
assets and the assets of these persons are locdséte the U.S., it may not be possible for inwesto effect
service of process within the U.S. upon the Comparthose persons. Furthermore it may not be ples&b
investors to enforce judgments obtained in U.Srtsdeased upon the civil liability provisions okth).S. federal
securities laws or other laws of the U.S. agaimst@ompany or those persons. There is doubt & teriforceabilit
in original actions in Canadian courts of liabdgibased upon the U.S. federal securities lawsasubal the
enforceability in Canadian courts of judgments dbLtourts obtained in actions based upon the lcility
provisions of the U.S. federal securities laws.réfare, it may not be possible to enforce thosmastagainst the
Company, certain of our directors and officers wrindependent public accounting firm.
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U.S. investors in our company could suffer adveta& consequences if we are characterized as a pa
foreign investment company.

As at November 30, 2008, we believe that our companot a passive foreign investment company. Hare
if, for any taxable year, our passive income oramsets that produce passive income exceed leneligied by
U.S. law, we may be characterized as a passivegfoevestment company, or PFIC, for U.S. fedemabime tax
purposes. This characterization could result ireasky U.S. tax consequences to our shareholdevs. Were
classified as a PFIC for any taxable year in whidlh.S. shareholder held our shares, such U.S.tsblde¥ could be
subject to increased U.S. federal income tax ligléind an interest charge upon the sale or otispiodition of our
common shares or upon the receipt of amounts treatéexcess distributions.” U.S. shareholders lshoonsult
with their own U.S. tax advisors with respect te th.S. tax consequences of the PFIC rules discluisshis
paragraph.

ITEM 1B. UNRESOLVED STAFF COMMENTS

None.

ITEM 2. PROPERTIES

Our executive office and registered office is lechin Ottawa, Ontario, Canada. The following chaptjated ¢
of November 30, 2008, outlines significant propestihat we currently lease for operations. In @oidito these, we
lease office space in various countries aroundvitidd where we perform sales and marketing funation
Management believes that these facilities are malhtained, are adequate for our immediate needi$harn
additional space is available if needed to acconatedxpansion.

Area Expiration
Location Purpose (in square feet Year
Ottawa, Canad Corporate Head Offic 82,22 201¢
Taipei, Taiwan Research and Development/Sales, 50,52¢ 201z

Marketing & Administratior

Shanghai, Chin Research and Development/Sales and Marki 16,25¢ 201C
Mountain View, Californie Sales and Marketing / General and Administra 16,07¢ 201¢
Tualitin, Oregor Sales/Research and Developm 10,90¢ 2012
Maidenhead, Englan Sales and Administratic 10,54¢ 201t
Mansfield, Connectict WinZip Sales, Operations and Administrati 8,89( 200¢
Yokohama, Japa Sales and Marketin 6,92: 201z
Munich, German) Sales and Administratic 6,657 2012
Beijing, China Sales and Marketing/Research and Developi 4,32¢ 201C
Munich, Germany iGrafx Sales and Administratic 3,62 201z
KaoHsuing, Taiwat Research and Developme 3,02 200¢
Makati City, Philippines Customer Suppo 3,01¢ 201(

ITEM 3. LEGAL PROCEEDINGS

We are currently, and from time to time, involvedciertain legal proceedings, as well as demandsnsland
threatened litigation that arise in the normal seusf our business, including assertions from tpadies that we
may be infringing patents or other intellectualgedy rights of others and from certain of our ousers that they
are entitled to indemnification from us in respefkctlaims that they are infringing such third patights through the
use or distribution of our products. The ultimatecmme of any litigation is uncertain and, regasdlef outcome,
litigation can have an adverse impact on the bgsibecause of defense costs, negative publicitgrslon of
management resources and other factors. Failubtéon any necessary license or other rights omeercially
reasonable terms, or otherwise, or litigation agsiut of intellectual property claims could madadlyi adversely
affect the business.

26




Table of Contents

In addition, some of our agreements with custoraacsdistributors, including OEMs and online sersice
companies, require us to indemnify these partieshiod-party intellectual property infringemengahs, and many
of these indemnification obligations are not subjeanonetary limits. The existence of these indéication
provisions could increase our cost of litigatiom aould significantly increase our exposure todsssom an
adverse ruling.

At November 30, 2008, we were a defendanfictor Company of Japan, Ltd (“JVC") v. Corel Congation,
InterVideo, Inc., Cyberlink Corp. et éan ongoing patent infringement proceeding. JVQifdepatent infringement
action on January 15, 2008, against Corel and ihghe United States District Court for the WestBistrict of
Texas (Austin Division), alleging infringement of&) Patents: 6,493,383 issued on December 10, 30822,692
issued February 18, 2003; 6,542,543 issued Ap#DD3; 6,570,920 issued May 27, 2003; 6,141,491eibs
October 31, 2000; and 5,535,008 issued July 9, .1996 alleges certain Corel video playback appleet infringe
the patents. We believe that we have meritoriofisrdes to JVC's claims and intend to defend tligaliton
vigorously. The ultimate outcome of the litigatidrowever, is uncertain. Any potential loss is irdetinable at this
time.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDER

No matters were submitted to a vote of securitgérd during the fourth quarter of the fiscal yearared by
this report.
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PART Il

ITEM 5. MARKET FOR REGISTRANTS COMMON EQUITY, RELATED STOCKHOLDER MATTERS AN|
ISSUER PURCHASES OF EQUITY SECURITIE!

Our common shares are listed on the Nasdaq Glohaté#lunder the symbol “CREL” and on the TSX under
the symbol “CRE”". The following table sets forttethigh and low closing sales prices per share oEommon
shares as reported on the Nasdag Global Markapgiable, and the TSX for each of the quartersndwur fiscal
year ended November 30, 2008. Our common sharemeaged trading on the Nasdaq Global Market and 8§
on April 26, 2006.

NASDAQ [US$] TSX [CDN$]
High Low High Low

Fiscal 200¢

Q1 $11.4C $ 7.1 $11.81 $ 8.2¢
Q2 $11.2¢ $ 9.8¢ $11.4¢ $ 9.6(
Q3 $10.92 $ 9.17 $11.5( $ 9.27
Q4 $10.1¢ $ 4.2¢ $11.92 $ 5.0C
Fiscal 2007

Q1 $14.3:2 $12.2( $16.77 $14.2¢
Q2 $14.01 $12.37 $15.3( $14.5(
Q3 $14.2¢ $12.1¢ $14.97 $12.9¢
Q4 $13.3¢ $11.1¢ $14.0( $11.31

On January 28, 2009, the last reported sale pride®Nasdaq Global Market for our common shares$@a2’
per share. On January 28, 2009, the last repoaiedpsice on the TSX for our common shares was GDOBBper
share.

RECORD HOLDERS

As of January 31, 2009, there were 14 sharehotfeecord of our common shares, one of which weadeC
Co., a nominee for Depository Trust Company, or D@ one of which was The Canadian Depository for
Securities Limited, or CDS. All of our common stateld by brokerage firms, banks and other findregiitutions
in the U.S. and Canada as nominees for benefiginkos are considered to be held of record by Ce@®&in
respect of brokerage firms, banks and other fir@migstitutions located in the U.S., and by CD3dsgpect of
brokerage firms, banks and other financial indting located in Canada. Cede & Co. and CDS are @atsidered
to be one shareholder of record.

DIVIDEND POLICY

We do not currently anticipate paying dividendsooin common shares. Any determination to pay divitdeio
holders of our common shares in the future wilabéhe discretion of our Board and will depend amgnfactors,
including our financial condition, earnings, legadjuirements and other factors as the Board deeleant. In
addition, our indebtedness limits our ability to/mhvidends and we may in the future become sultgedebt
instruments or other agreements that further louitability to pay dividends.

We paid a $7.5 million dividend to Vector CapitalMarch 2006. This payment is not indicative of future
dividend policy for the foreseeable future. No digttions or dividends have been paid or declatgihd the fiscal
years ended November 30, 2008 and 2!

28




Table of Contents

MATERIAL UNITED STATES FEDERAL AND CANADIAN INCOME TAX CONSEQUENCES
General

The following discussion of material U.S. federaddme tax consequences and Canadian federal inieome
consequences of ownership of our common shareslisdied for general information purposes only aoelsthot
purport to be a complete description of all potittx consequences.

Material U.S. Federal Income Tax Consequences

This section summarizes the material United Statgsral income tax consequences to “U.S. Holdas” (
defined below) of the ownership and dispositiomaf common shares, based on the U.S Internal Rev@nde of
1986, as amended, existing and proposed Treasgmat®ons thereunder, published rulings, court sieos and
administrative interpretations, all as currentheffect as of the date of this Annual Report omia0-K. This
section does not purport to be a complete anabfsafl of the potential United States federal inetax
considerations that may be relevant to particutddédrs of our common shares in light of their gartr
circumstances, nor does it deal with all United&tdederal income tax consequences applicableltieis subject
to special tax rules, including banks, brokers]efsan securities or currencies, traders in séiegrthat elect to use
a mark-to-market method of accounting for theinusigies holdings, tax-exempt entities, insuranceapanies,
persons liable for alternative minimum tax, perstrag actually or constructively own 10 percenbmre of the
total combined vesting power of our common sharessons that hold common shares as part of a &radd
hedging, constructive sale, synthetic securityveosion or other integrated transaction, pass-tjirantities (e.g.,
partnerships), persons whose functional currenapighe United States dollar, expatriates or forloeg-term
residents of the United States, individual retiraireccounts or other tax-deferred accounts, réateegvestment
trusts, or regulated investment companies.

For purposes of this discussion, you are a “U.Sdeét6 if you are a beneficial owner of common shsaaed
you are for United States federal income tax pupdg a citizen or resident of the United Staf#sa corporation
or other entity taxable as a corporation, createatganized under the laws of the United Stateangrpolitical
subdivision thereof, (iii) an estate whose incomestubject to United States federal income tax dgas of its
source, or (iv) a trust (a) if a United States t@an exercise primary supervision over the trustisinistration and
one or more United States persons are authorizedrntvol all substantial decisions of the trusflmrthat has a vali
election in effect under applicable Treasury Refijute to be treated as a United States person.

Taxation of Dividends

In general, a U.S holder must include in its giaseme as ordinary income the gross amount of arglehd
paid by us out of our current or accumulated egiend profits (as determined for United Statesrf@dncome tax
purposes), including the amount of any Canadiaegaxthheld from this dividend. We do not mainte@iculations
of our earnings and profits for United States fatizrcome tax purposes. The dividend will not Ggikle for the
dividends-received deduction generally allowed mitéH States corporations in respect of dividerdgived from
other United States corporations. Distributionsxgess of our current and accumulated earningpuaniits (as
determined for United States federal income taypses), including the amount of any Canadian tesxtdheld
from the distributions, will be treated as a noxatale return of capital to the extent of your atidsbasis in the
common shares and as a capital gain to the exiehtportion exceeds your adjusted basis. If yownaren-
corporate U.S. Holder, dividends you receive iratd& years beginning before January 1, 2011, giyerd be
taxable at a rate of 15 percent, provided certaldihg period and other requirements are satisfied.

Any Canadian tax withheld from dividend payments/nsabject to certain limitations, be claimed deraign
tax credit against your United States federal inedax liability or may be claimed as a deductionUaited States
federal income tax purposes.
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Taxation of Dispositions

The gain or loss you realize on the sale or otimrasition of your common shares will be capitahgar loss
for United States federal income tax purposes,vélidbe long-term capital gain or loss if you hegldur common
shares for more than one year. The amount of gdiwse will be equal to the difference betweenlimited States
dollar value of the amount that you realize andryamjusted tax basis, determined in United Staddard, in your
common shares. The deduction of losses is sulgidithitations for U.S federal income tax purposHEse gain or
loss will be gain or loss from sources within theitedd States for foreign tax credit limitation pases.

Material Canadian Income Tax Consequences

The following discussion summarizes the principah@dian federal income tax considerations generally
applicable to a person, referred to as an “Invéstdno holds our common shares, and who at all retémes for
the purposes of the Income Tax Act (Canada) (thet")Adeals at arm’s length with us, is not affiéd with us,
holds common shares as capital property, is arasittent of Canada, and does not, and is not detamade or hol
any common share in, or in the course of, carrgimgpusiness in Canada.

This summary is based on the current provisiorth®fAct, including the regulations under the Acigl éhe
Canada-United States Income Tax Convention (198@rred to as the “Treaty”, as amended. This surpitakes
into account all specific proposals to amend theakad the regulations under the Act publicly anreathby the
government of Canada prior to the date of thismgpmd our understanding of the current publishdémhinistrative
and assessing practices of the Canada Revenue YAdeizcassumed that all of those amendmentsheilenacted
substantially as currently proposed, although soii@sices can be given in this respect. Excepetextent
otherwise expressly set out in this summary, thisreary does not take into account any provinagatjtbrial, or
foreign income tax law. Special rules, which aréediscussed in this summary, may apply to a noidees holder
that is an insurer carrying on business in Canadeetsewhere, or a financial institution as defibgdection 142.2
of the Act. If you are in any doubt as to your psition, you should consult with your tax advisor.

Taxation Of Dividends

Any dividend on a common share paid or creditediemmed under the Act to be paid or credited, by &
Investor, will generally be subject to Canadianhivi@lding tax at the rate of 25% on the gross amofitite
dividend, or such lesser rates as may be availaider an applicable income tax treaty. We will bguired to
withhold any such tax from the dividend, and retiné tax directly to the Canada Revenue Agencyhferaccount ¢
the Investor. Pursuant to the Treaty, the rateitifhwlding tax applicable to a dividend paid onoanenon share to
an Investor who is a resident of the United Stadeshe purposes of the Treaty (and who is othexwiggible for the
benefits of the Treaty) will be reduced to 5% i theneficial owner of the dividend is a company tvens at least
10% of our voting stock, and in any other case bélreduced to 15%. Under the Treaty, dividendd pacredited
to an Investor that is a United States tax exengdmization as described in Article XXI of the Tewvill not be
subject to Canadian withholding tax. It is the posiof the Canada Revenue Agency that United Stateted
liability companies (“LLC5) generally do not qualify as residents of thetéthStates under the Treaty and there
Treaty reductions are not available to those IroresHowever, the fifth protocol amending the Tyeghe
“Protocol”) has amended the treaty such that an &y be entitled to benefits under the Treaty iade
circumstances provided that members of the LLGaated in the United States on any income, profitgains
earned through the LLC in the same way they woelif they had earned it directly. The relevant |smns of the
Protocol are effective for amounts paid or credaadr after February 1, 2009.

Taxation of Gain on Disposition

An Investor generally will not be subject to taxguant to the Act on any capital gain realizedhzgy Ihvestor
on a disposition of a common share unless the canshare constitutes “taxable Canadian propertyti¢olnvestor
for purposes of the Act and the Investor is nagikle for relief pursuant to an applicable
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bilateral tax treaty. A common share that is digplosf by an Investor will not constitute taxablen@dian property
of the Investor provided that the common sharesied on a “designated stock exchanfyethe purposes of the A
(the TSX and NASDAQ are so designated), and thitherethe Investor, nor one or more persons witlonvthe
Investor did not deal at arm’s length, alone oetbgr, at any time in the five years immediatelyceding the
disposition, owned 25% or more of the issued shafr@sy class or series of our capital stock. BEf@common
share is taxable Canadian property to an InvesterTreaty will generally exempt an Investor wha iesident of
the United States for the purposes of the Treatyg (@ho is otherwise eligible for the benefits of ffireaty), and
who would otherwise be liable to pay Canadian inedax in respect of any capital gain realized lgylttvestor on
the disposition of a common share, from that lighiprovided that the value of the common shamoisderived
principally from real property situated in Canadée are of the view that the value of our commorrehés not
currently derived principally from real propertyusted in Canada. The Treaty may not be availabéertonresiden
Investor that is an LLC, which is not subject t® tathe United States or, in accordance with amesmas to the
Treaty under the Protocol (discussed above), deasinvestor that is a member of an LLC, if the-mesident
investor is not taxed in the United States on acpiine, profits or gains earned through the LLChingame way it
would be if the non-resident investor earned ieclily.

THE FOREGOING SUMMARY OF MATERIAL U.S. AND CANADIANTAX CONSEQUENCES IS
BASED ON THE CONVENTION BETWEEN CANADA AND THE UNIED STATES OF AMERICA WITH
RESPECT TO TAXES ON INCOME AND CAPITAL GAINS, U.8AW, CANADIAN LAW, AND
REGULATIONS, ADMINISTRATIVE RULINGS AND PRACTICES 6 THE U.S. AND CANADA, ALL AS
THEY EXIST AS OF THE DATE OF THIS REPORT. THIS SUMMRY DOES NOT DISCUSS ALL ASPECTS
THAT MAY BE RELEVANT TO ANY PARTICULAR INVESTORS INLIGHT OF THEIR PARTICULAR
CIRCUMSTANCES. INVESTORS ARE URGED TO CONSULT THEM®WN TAX ADVISORS WITH
RESPECT TO THEIR OWN PARTICULAR CIRCUMSTANCES ANDNMH RESPECT TO THE SPECIFIC
TAX CONSEQUENCES OF OWNERSHIP OF COREL CORPORATIORMMON SHARES, INCLUDING
THE APPLICABILITY AND EFFECT OF STATE, PROVINCIALLOCAL AND FOREIGN TAX LAWS,
ESTATE TAX LAWS AND PROPOSED CHANGES IN APPLICABLEAWS.

RECENT SALES OF UNREGISTERED SECURITIES

During our fiscal year ended November 30, 2008ehegre no issuances and sales of unregisteredtsecur

PURCHASES OF EQUITY SECURITIES BY THE ISSUER AND AFFILIATED PURCHASERS
None.

Information regarding our equity compensation pleatgiired by Item 201(d) of Regulation S-K may berfd
under “ltem 12 —Equity Incentive Plan and Other Compensation Plans.

DISCLOSURE PURSUANT TO THE REQUIREMENTS OF NASDAQ

A quorum for our general meetings consists of cgrsgn present and being, or representing by proxy,
shareholders holding in the aggregate not less2B&& of the issued shares entitled to be voteldeatteeting. We
were granted an exemption from the NASDAQ MarketplRules requiring each issuer to provide for arguoat
any meeting of the holders of common stock of 38 lan 33.3% of the outstanding shares of thelisscommon
voting stock.

In fiscal 2008, the independent members of ourdoédirectors did not have regularly scheduledtings at
which only independent directors were present atfieen meetings of our audit committee and our gph@cimmittee
meetings to evaluate purchase offers.
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ITEM 6. SELECTED FINANCIAL DATA

SELECTED CONSOLIDATED FINANCIAL DATA

The selected consolidated financial data for cagdi years ended November 30, 2006, 2007 and 2ti08saof
November 30, 2007 and 2008 is derived from ourtaddionsolidated financial statements includedeamI8 of this
Annual Report on Form 10-K. The selected consatiddinancial data set forth below for our fiscahyeended
November 30, 2004 and 2005, and as of Novembe2@4, 2005 and 2006 have been derived from outed
consolidated financial statements.

The selected consolidated financial data preseageat and for the fiscal years ended November (15 2
includes the financial results of the Jasc busifress October 26, 2004. The selected consoliddteahtial data
presented as at and for the fiscal year ended NbogeB0, 2005 includes the financial data of WinZgm
January 18, 2005 to November 30, 2005, which reflde period that WinZip and we were under comgantrol
by Vector Capital. The selected consolidated fimgraate presented as at and for the fiscal yedean
November 30, 2007 reflects the acquisition of IMideo on December 12, 2006. As a result, the firdmiata
presented is not directly comparable between psriod

Historical results do not necessarily indicate ssexpected for any future period. The data bakgualified
in its entirety by the detailed information inclublelsewhere in this Annual Report on Form 1@+ should be re:
in conjunction with “Management’s Discussion andafysis of Financial Condition and Results of Opierad,”
“Business” and the consolidated financial statesantd the accompanying notes included elsewhetgsiinnual
Report on Form 10-K.
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Consolidated Statement of Operations Data:
Revenue!
Gross margir
Total operating expens
Income (loss) from operatiol
Income tax expenses (recove
Net income (loss
Net income (loss) per Corel common shi
Basic
Fully diluted
Weighted average number of Corel common
shares used in per share calculatis
Basic
Fully diluted
Net income (loss) per sha
Basic
Class A
Class B
WinZip common
Fully diluted
Class A
Class B
WinZip common
Weighted average number of shares used in p
share calculation:
Basic
Class A
Class B
WinZip common
Fully diluted
Class A
Class B
WinZip common
Cash Flow Data:
Cash flow provided by operating activiti
Cash flow provided by (used in) financing
activities
Cash flow provided by (used in) investing
activities
Other Financial Data:
Adjusted EBITDA(1)

Fiscal Years Ended November 30,

2004

2005 2006 2007

2008

$111,69:
79,84¢
71,45¢
8,391
7,31¢
1,20

N/A
N/A

8 &H

N/A
N/A

$ 0.0¢
$ 0.0¢

N/A
$ 0.0¢

$ 0.0¢
N/A

8,21¢
3,497
N/A
8,21¢
3,491
N/A

$ 32,51
$ (5,329
$(34,099)

$ 32,19¢
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(In thousands, except per share date

$164,04.  $177,19° $ 250,48(
118,29( 140,34« 173,71
101,40 106,18 166,80

16,88¢ 34,15 6,91(
6,291 4,66¢ 3,44¢
(8,759 9,251 (13,069

$ NA $ 041 $ (052
$ NA $ 04C $ (052

N/A 22,41( 24,95
N/A 23,15¢ 24,95

$ (2.40) N/A N/A
$ (240 N/A N/A
$ 136.9( N/A N/A
$ (240 N/A N/A
$ (2.40) N/A N/A
$ 136.9( N/A N/A
3,731 N/A N/A
8,321 N/A N/A
20 N/A N/A
3,731 N/A N/A
8,321 N/A N/A
20 N/A N/A

$ 40,45¢ $ 3622 $ 26,49¢
$(38,55) $ (3,889 $ 71,80¢
$ 7,301 $ (1,906 $(124,76()

$ 49,031 $ 5521+ $ 57,29:

$268,23(
180,61
157,19
23,416
(136)
3,707

$ 0.14
$ 0.14

25,63
26,18¢

N/A
N/A
N/A

N/A

N/A
N/A

N/A
N/A
N/A
N/A
N/A
N/A
$ 35,50
$ (3,060
$ (6,625

$ 60,90:
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As of November 30,

2004 2005 2006 2007 2008
(In thousands)
Consolidated Balance Sheet Data:
Cash, cash equivalents and s-term investment $ 21,78¢ $ 20,74¢ $ 51,03( $ 24,61¢ $ 50,26(
Working capital (deficit] (29,417 (13,487 31,15: (15,219 (6,31€)
Total asset 108,78t 120,83t 130,68t 266,83 259,39t
Deferred revenu 10,02( 13,84( 14,73¢ 18,07: 17,594
Total lon¢-term debt 64,79¢ 150,97: 90,64¢ 158,60t 156,35¢
Total shareholde’ equity (deficit) 1,53 (85,23¢) (12,807 (24,300 (8,367)

(1) Adjusted EBITDA represents net income before irtgri@come taxes, depreciation and amortizatiorihér adjusted to eliminate items
specifically defined in our credit facility agreenteAdjusted EBITDA is not a measure of operatimgoime, operating performance or
liquidity under GAAP. We use this non-GAAP finarlaiaeasure to confirm our compliance with covenaatstained in our debt facilities, as
a supplemental indicator of our operating perforogaand to assist in evaluation of our ongoing djmra and liquidity and to determine
appropriate levels of indebtedness. In particwer have included a presentation of Adjusted EBITi®&ause certain covenants in our credit
facility are tied to Adjusted EBITDA. If our Adjusti EBITDA were to decline below certain levels;auld result in, among other things, a

default or mandatory prepayment under our curregditfacility. The covenants in our credit fagiliire described under “Management’s
Discussion and Analysis of Financial Condition &wekbults of Operations — Indebtedness.” We beliedgigted EBITDA is useful to
investors in allowing for greater transparency wéhpect to supplemental information used by mamagein its financial and operational
decision making. This measure does not have anglatdized meaning prescribed by GAAP and therefone@t comparable to the
calculation of similar measures used by other corigsa Adjusted EBITDA should not be consideredsmiation, and should not be viewec
an alternative to or substitute for measures @frfaial performance or changes in cash flows caedlen accordance with GAAI

We consider Adjusted EBITDA to be a measure ofitiiqu. Accordingly, it is reconciled to cash flowoim
operations (calculated in accordance with GAARhmtable below. Investors are encouraged to rethewelated

GAAP financial measure and the reconciliation.

Cash flow provided by (used in) operating actia

Change in operating assets and liabili

Interest expens

Interest incom

Income tax expense (recove

Provision for bad debt

Unrealized foreign exchange gains (losses) on fatwa
contracts

Deferred income taxe

Gain (loss) on interest rate swap recorded avtdire

Gain (loss) on disposal of fixed ass

Gain on disposal of investmer

Net gain on defined benefit pli

Predecessor legal settlement and tax re

Restructuring

Integration cost

Expenses associated with evaluation of strategic
alternatives

Reorganization cos

Adjusted EBITDA

Fiscal Years Ended November 3(

2004 2005 2006 2007 2008
$32,51: $40,45¢ $36,22F $26,49¢ $35,50¢
1,68: (10,44  3,73¢ 523t 1,54
2,70¢  12,78¢  12,30¢  16,97¢ 14,711
(1,485 (17€) (97€) (724) (45¢)
7,31¢ 6,291 4,66  3,44: (13€)
93 (529) (195) (252 (1,099
27 (269) (150) (147) (126)
(5,175) (830) (87€) 83  4,53¢
— — (810) (392) 7
3) 20 — (102) (19€)
— — — — 822
— — — — 184
(8,999 — — — —
3,52( 834 81C 1447  287¢
— — 35¢  5,22( —
— — — — 2,72

— 88: 117 —

$32,19¢ $49,03; $55,21¢ $57,29. $60,90:
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
OF OPERATIONS

The following discussion and analysis should be tegether with our audited consolidated financial
statements for the years ended November 30, 2008, 2nd 2006 and accompanying notes set forth aksenn
this report. All financial information is present@dU.S. dollars.

Some of the statements set forth in this sectiericaward-looking statements relating to our futwesults of
operations. Our actual results may vary from theutes anticipated by these statements. Pleaselséerthation
Regarding Forwar+Looking Statements”.

OVERVIEW

We are a leading global packaged software compathyam estimated installed base of over 100 milkative
users in over 75 countries. We provide high quadiffordable and easy-tase Graphics and Productivity and Dic
Media software. Our products enjoy a favorable raaposition among value-conscious consumers antl sma
businesses benefiting from the widespread, glotabtion of personal computers, or PCs, and digapture
devices. The functional departments within largepanies and governmental organizations are alsactdt to the
industry-specific features and technical capabgitf our software. Our products are sold througbadable
distribution platform comprised of original equipmenanufacturer’s (OEMSs), our global e-Stores, and
international network of resellers and retail versd®We have broad geographic representation witiceieed sales
and marketing teams based in the Americas, EurdddI&East and Africa (EMEA), and the Asia Pac{#d®®AC)
regions. Our product portfolio includes well-estsiéd, globally recognized brands.

An important element of our business strategy igrtav revenues through acquisitions of companigeraeduct
lines. We intend to focus our acquisition actiat@En companies or product lines with proven andptementary
products and established user bases that we belivbe accretive to our earnings shortly aftergetion of the
acquisition. While we review acquisition opportigston an ongoing basis, we currently have no higndbligation:
with respect to any particular acquisition. We suibject to certain debt covenants which may resiric ability to
pursue certain acquisitions.

Graphics and Productivity

Our primary Graphics and Productivity products unig: CorelDRAW Graphics Suite, Corel Painter,
CorelDESIGNER Technical Suite, WinZigrafx andWordPerfect Office. CorelDRAW Graphics Susta leading
vector illustration, page layout, image editing &itthap conversion software suite used by desigfepsionals and
non-professionals around the wor@brel Painteris a Natural-Media digital painting and drawingtsafre that
mirrors the look and feel of their traditional coenparts CorelDESIGNER Technical Suibdfers users a graphics
application for creating or updating complex teclhillustrationsWinZipis the most widely used compression
utility, with more than 40 million licenses sold date. OuiGrafx products allow enterprises to analyze, streamline
and optimize their business procesSisrdPerfect Officés the leading Microsoft-alternative productivityfsvare
and features Microsoft-compatible word processapgeadsheet and presentation applications.

Digital Media

Our Digital Media portfolio includes products faigdal imaging, video editing, optical disc authayi(Blu-ray,
DVD, and CD), and video playback. Our Digital Imagjiproducts includ€orel Paint Shop Pro Photo, Corel
MediaOne, Corel Photo AlburandPhotolmpact. Corel Paint Shop Pro Phasaa digital image editing and
management application used by novice and profeakpghotographers and photo edit®@srel MediaOnéds a
multimedia software program for organizing and ewlirag photos and video clips that are primarilyetakvith a
point-and-shoot camer&orel Photo Albunis an entry-level software program that allows sdereasily store,
organize, share and manage their digital phot@cttins. Photolmpact is an image editing softwatéch provides
users with easy-to-use photo editing tools, cregtiwject templates and some digital art capadslitfideoStudids
our consumer focused video editing and DVD authprin
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software for users who want to produce professiwaiing videos, slideshows and DVDs. Our optidatd
authoring software applications @&'D Movie Factory and DVD Movie Writer. WinD\Vi®the world’s leading
software for DVD, video and Blu-ray Disc playbaakBC’s with over 200 million units shipped worldwid

Corporate History

We were incorporated in Canada under@amada Business Corporations AttMay 1985. In January 1989,
we release€orelDRAW, a market-leading full-featured graphics softwareduct in the Windows platform. In
November 1989, we completed an initial public dffgrof our common shares. In January 1996, we aeduhe
WordPerfecfamily of software products. In August 2003, we wacquired by Vector Capital and taken private
under theBusiness Corporations Act (Ontaridjollowing our acquisition by Vector Capital, we @mtbok a
significant restructuring of our business. As mdrthis restructuring, we divested our underperfogmproduct lines
discontinued speculative research and developnuoéinttg, refocused investments on our core proaifferings anc
implemented company-wide expense reduction measures

In October 2004, we acquired Jasc Inc. (Jaschdirg Digital Media packaged software company tdtal
consideration of $36.7 million, consisting of $3#n8lion in cash and 379,677 of our common shafésough the
Jasc acquisition, we add&rel Paint Shop Pro PhotandCorel Photo Albunto our Digital Media offerings.

In May 2006, we acquired WinZip Inc. (WinZip). Asrtsideration for the acquisition, we issued to dect
Capital 4,322,587 of our common shares and replaid ®inZip’s outstanding indebtedness. Vector Galp
acquired WinZip in January 2005. Through this asitjoin, we added the/inZipfile compression utility to our
Graphics and Productivity software offerings. AisdMay 2006, we completed an initial public offegiof our
common shares on the TSX and the NASDAQ Global lgark

On December 12, 2006, we completed the acquisitidnterVideo Inc., a provider of Digital Media duatring
and video playback software with a focus on higfirition and DVD technologies. In 2005, InterVidaoquired a
majority interest in Ulead Inc., a leading developkvideo imaging and DVD authoring software fasétop,
server, mobile and Internet platforms. On Decen@8e2006 we completed the acquisition of the remgimterest
in Ulead Inc. The acquisitions of InterVideo InadaJlead Inc. (together referred to as InterVideeje completed
in cash transactions totaling approximately $220ilion. We purchased InterVideo for $13.00 perrehaf
InterVideo common stock. We financed the acquisgithrough a combination of our cash reservesi\lideo’s
cash reserves and debt financing which includeaina@ndment to our existing credit agreement to aszevailabl
term borrowings by $70.0 million.

This acquisition substantially expanded our preséncthe Digital Media software market by creatiroad
portfolio of Digital Media and DVD video producthe main products acquired from InterVideo wéfmDVD,
VideoStudio, DVD Factory, DVD CopydPhotolmpactWith the combination of our Digital Imaging softvesand
InterVideo’s Digital Media products, we now delivaar expanded portfolio of easy-to-use, multi-puepoigih-
definition video, imaging, and DVD creation produtd consumers and enterprises worldwide. In audttie
acquisition has enabled us to further extend oesgce in emerging markets and Japan. As a réshk o
acquisition, we now report revenues on two prodattégories: Graphics and Productivity and Digitaldid.

Fiscal 2008 Activity

On March 28, 2008 we received an unsolicited prapfsem Corel Holdings, L.P. (“CHLP”) (which is
controlled by an affiliate of Vector Capital) theltier of approximately 69% of our outstanding comrsbhares.
CHLP proposed to make an offer to acquire all afautstanding common shares not currently held HE at a
price of US$11.00 cash per share. CHLP indicatatlahy such offer would be conditional upon, amotigr
things, satisfactory confirmatory due diligence and existing credit facility remaining in placdlfiwing the
consummation of any transaction. Our Board of Doexformed a Special Committee of the Board, wilaissisted
it in evaluating and responding to the CHLP projpdsaaddition, the Special Committee undertookacpss to
evaluate other strategic alternatives to maximelees for all shareholders.
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On August 18, 2008, we announced that CHLP haarnméd us that it withdrew its proposal to facilitatersuit
by us of other alternatives for maximizing value &l shareholders. In light of the withdrawal b&tCHLP Propos
and the Board’s desire to oversee evaluation optiiential strategic alternatives directly, the Bbananimously
determined that there was no longer a need foBpeeial Committee. On August 20, 2008, we statedpgress
release that we were in discussions with a thirtypagarding a potential sale of the company. Weher stated
that no agreement had been reached and there lm®uid assurance that such an agreement would &ieeckar, if
completed, what its terms, price or timing might ®a October 22, 2008 we announced that discussithsa third
party regarding a potential sale of Corel had abamed there were no longer any ongoing negotiatammcerning a
future acquisition of us. The Company incurred agpnately $2.7 million of expenses associated with Special
Committee Review and the evaluation of other sfiatelternatives from March 28, 2008 through Octdtiz 2008.
These costs have been classified separately froomia from operations.

On September 10, 2008, management initiated auodsting plan to streamline its global operatiamsider to
become more operationally efficient and to incraesemvestment in key growth opportunities, indhglsales to
emerging markets and its eCommerce program. Ap#nis effort, we have reduced our workforce by
approximately 90 employees worldwide. The totaksdsat will arise from this global restructuringe a&stimated to
be approximately $2.4 million, of which $2.2 milliavere recorded as operating expenses in fisca.200

Industry and Business Trends

Our largest competitors, Microsoft Corporation @ubbe Systems Incorporated, hold the majority ef th
markets in both Productivity and Graphics and igitai Media. Microsoft Corporation’s Microsoft O and
Adobe Systems hold most of the North American dota market for packaged Graphics and Productivity
software. Adobe Systems holds much of the DigitallM software market. Growth rates of packagedvsoét sale:
in emerging economies are expected to be higharftrahe global packaged software market as a evhedulting
from more rapidly increasing PC adoption ratedast markets. Additionally, higher growth rateseaqgected
within the Digital Media software market becausehef proliferation of capturing devices, the innotion of high
definition formats, and the expansion of Digital dieecontent creation and sharing through socialoeding
websites and email. Because the prices we chargaifgppackaged software are generally substantiedly than
those charged by Microsoft and Adobe for produdth similar functionality, we believe we are wethgitioned to
take advantage of the emerging market for lowet soware. However, if any of our more establishethpetitors
decide to compete with us based on price in thiketawe may be unable to successfully compete thighmore
widely accepted software applications these corngrstsell. Similarly, the markets for low-cost peral computers
and Digital Media software are only newly emergilighese markets do not develop as we expectbosiness
could be adversely affected. Please refer to riskuded in Item 1A — Risk Factors, of this 10-K dowent,"Slow
growth, or negative growth, in the PC industry abrgduce demand for our product, and reduce grosfit”.

We believe there is a significant market opporufor us in countries where the markets for PCaangly
emerging, both because our software is more aitedigipriced than that of our larger competitorsl &recause we
believe first time users in these markets do netlestablished brand loyalties.

The packaged software industry continues to charitpenew revenue sharing models and types of basine
relationships. We will seek to continue to devalelationships with industry leading companies tialelssh new
sources of revenues for our existing and futurelpets. If we are unsuccessful in establishing setdtionships, ot
operating results could be materially and adverafgcted.

Operating Performance

Revenue for fiscal 2008 was $268.2 million, up 7 ftétn fiscal 2007. The revenue growth of $17.8 il
was due to a $9.9 million revenue increase fromigital Media group of products along with a $vé8lion
revenue increase from our Graphics and Productiyibyip of products. The growth in the Digital Mediaup of
products was driven primarily by an increase ireraxe from oukVinDVDandInstant
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Onproducts as well as the OEM revenue of InterVidetich we were unable to recognize in the first ¢granf
fiscal 2007, due to acquisition accounting stanslafthis was partially offset by a decline in sdtesn Paint Shop
Pro PhotoandCorel Photo AlbumThe increase in revenue from Graphics and Prodtictixas driven primarily by
CorelDRAW Graphics SuiteNinZip, iGrafx, CorelDESIGNER Technical Suaed was partially offset by a decl
in sales fromNordPerfect.

Our net income for 2008 was $3.7 million, or incooié0.14 per fully diluted common share, compared
loss of $13.1 million, or a loss of $0.52 per fitlijuted common share in 2007. The increase inmoeime of
$16.8 million was driven by a $6.9 million increasegross margin associated with our higher revenaed a
reduction of $5.2 million in integration expens$g,8 million in acquired in-process research angeipment
expenses, and $3.6 million of income tax expentédsrgely associated with the acquisition of Inteteo in 2007.
These items were offset by additional restructugrgenses and strategic alternative review coststied in fiscal
2008 of $4.2 million. Non-GAAP Adjusted EBITDA w&8§0.9 million and cash flow from operations was
$35.5 million in fiscal 2008 compared to non-GAAMusted EBITDA of $57.3 million and cash provided b
operations of $26.5 million in fiscal 2007. AdjustEBITDA represents net income before interespine taxes,
depreciation and amortization, further adjustedliminate items specifically defined in our cref@itility
agreement. Refer to the indebtedness section witrim 7 of this 10-K document, for a reconciliatioihnon-
GAAP Adjusted EBITDA to cash flow provided by optoas.

OPERATIONS
Revenues

We derive revenues principally from the sale of saftware, and associated maintenance and supgoitess.
Maintenance and services revenues have historicaiigtituted 8.0% to 12.0% of our total revenues.diétribute
our software through OEMSs, our Internet-based eeStaetailers and resellers around the world. f@Poducts are
focused on two primary software markets — the Giagpand Productivity market and the Digital Mediarket.
Our primary Graphics and Productivity products @oeelDRAW Graphics SuiteCorel Painter, Corel Designer
Technical Suite, WinZip, iGrafx Flow Chart@ndWordPerfect Office Suit®©ur primary Digital Media products
consist ofPaint Shop Pro Photo, Media Oned theDigital Videofamily of products includingVinDVD,
VideoStudio, DVD Factory, Instant Gathd PhotolmpactWhen comparing fiscal 2006 to fiscal 2008, there Ibeer
a significant increase in our Asia Pacific sales thuthe acquisition of InterVideo and our positngnin this market
In our fiscal year ended November 30, 2008, appnakely 48.1% (2006 — 58.9%) of our revenues caimm fihe
Americas, 29.5% (2006 — 32.9%) came from EMEA adi2 (2006 — 8.2%) came from APAC.

Our products generally have release cycles of i@ and 24 months, and we typically earn thesktrg
portion of revenues for a particular product durting first half of its release cycle. The fiscahder of the most
recent release of each of our major products ifostt in Item 1 of this 10-K document, under “CRmoducts.”

We have typically released new versions of our falgfiedia products on an annual basis during ticers®
half of our fiscal year in preparation for the Dexdzr holiday shopping season. While we expect teadim future
fiscal periods as well, it should be noted thatask dates are subject to a number of uncertaarggariables
many of which are beyond our control. See “ltemRi&k Factors —Our quarterly operating results may fluctuate
depending on the timing and success of producasele, which may result in volatility of our stoclce”.

While our revenues have been growing due to resemisitions and revenue growth in some of ourtigxgs
products, we are uncertain as to how our revenilebevimpacted by the current downturn in the gibeconomy.
We do believe we are well positioned to avoid digant revenue decreases due to our global opesatiad our
diverse product offerings.
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Cost of Revenue
Cost of product revenues primarily consists of:
« royalties paid and costs of licensing third panteilectual property
- salaries, benefits, stc-based compensation and related costs of the mauatifacoversight stafi
« the cost of packaging and distribution of our paeldasoftware product
« the cost of related customer and technical sugpodtions;
« credit card fees; ar
« allocated facilities, depreciation and amortizatom other related overhe:

Our cost of product revenues varies depending effictimat in which our products are delivered. Patslu
delivered in electronic format, such as through GHiviour e-Stores, involve minimal packaging castcompared
to products delivered in fully packaged format,tsas through retail outlets, which involve substdlythigher
packaging and distribution expense. In additiopidglly, Digital Media products, in particul&vinDVD,are lower
margin products because of the related third pantalty payments.

Cost of maintenance and services revenues coosists

- salaries, benefits, stock-based compensation datgtdecosts of customer and technical support
functions; anc

- allocated facilities, depreciation and amortizatom other related overhe:

Amortization of intangible assets represents thertimation of intellectual property and other ingérie assets
arising from purchases of other companies suclass WinZip and InterVideo and is included in thdcalation of
our gross margin.

Our gross margin as a percentage of revenues dedr@a2007 and 2008 due to the acquisition oftBligi
Video products which tend to have higher royaltees] also as a result of a change in our salesWéxexpect this
to stabilize at current levels in the next fiscahy.

Sales and Marketing

Sales and marketing expenses consist primarily of;

+ salaries, commissions, benefits and s-based compensation related to sales and markegnsgmmel

« travel and living expense

« marketing, such as -marketing programs with our resellers and OEMsldrshows and advertising; a

« allocated facilities, depreciation and amortizatom other related overhe:

Research and Development
Research and development expenses consist priroérily
- salaries, benefits and st-based compensation related to research and develagrarsonne
« allocated facilities, depreciation and amortizatom other related overhead; ¢
« localization and contract development expen

Our research and development investments are plynfi@cused on maintaining competitive functiongldf
our software products, responding to customer reqments and expanding the geographic reach ofrodupts. Wi
limit research and development spending to arestsath believe will provide an attractive returniomestment and
have eliminated spending on speculative or highprsjects. Our research and
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development costs are expensed as incurred siaam#t and time between technical feasibility aldase is
insignificant.
General and Administrative
General and administrative expenses consist piiynairi

- salaries, benefits and st-based compensation related to general and adnaitigtipersonne
« accounting, legal and other professional fi
« allocated facilities, depreciation and amortizatom other related overhead; ¢

* insurance cost:

Taxes

We have tax loss carryforwards available to offgatre taxable income of $90.6 million as of NovemnBO,
2008, that expire between the tax years 2009 a8,2hd have not been fully audited by relevantauities. Of
these tax loss carryforwards, approximately CDN@5iillion will expire in fiscal 2009. We have n@aorded a
financial statement benefit for these attributesasave limited history of profitability, with thexception of a
benefit realized on approximately $6.0 million o§s$es in Taiwan. As of November 30, 2008 we alsb ha
approximated $155.4 million of tax depreciationttvauld be available to offset taxable income itufe years, for
which we have established a full valuation allowaarito the extent we use tax loss carryforwardsespent to
2008, we expect to record the benefit as a reduaidncome tax expense.

Due to the international scope of our businessjrmome tax expense includes the tax provisionsutatied for
the various tax jurisdictions in which we operatel foreign withholding tax on certain license in@ms a result,
income tax expense is affected by the profitaboitypur operations in all locations, as well asaldex rates.
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RESULTS OF OPERATIONS
Comparison of Fiscal Year Ended November 30, 2008 Fiscal Year Ended November 30, 2007

Our consolidated financial statements for our figear ended November 30, 2008 have been prepared i
accordance with U.S. generally accepted accoumptimgiples.

The following table sets forth certain consolidaséatements of operations data in dollars and egprkas a
percentage of revenues for the periods indicatedel as the percentage change on a year-overbgsis.

November 30, Percentage
2007 2008 2007 2008 Change
(Dollars in thousands)

Revenue:!

Product $228,27: $241,96( 91.1% 90.2% 6.C%

Maintenance and servic 22,20¢ 26,27( 8.C 9.8 18.:
Total revenue 250,48( 268,23( 100.C 100.( 7.1
Cost of revenue

Cost of product(1 49,84¢ 61,45: 21.t 25.4 23.c

Cost of maintenance and services 79€ 52¢ 3.€ 2.C (33.9)

Amortization of intangible asse 26,11¢ 25,63« 10.4 9.€ (1.9
Total cost of revenue 76,76 87,61t 30.€ 32.7 14.1
Gross margir 173,71¢ 180,61! 69.4 67.2 4.C
Operating expenst

Sales and marketir 71,56 76,79. 28.€ 28.¢ 7.3

Research and developmt 46,36¢ 44,517 18t 16.€ (4.0

General and administrati\ 34,38( 33,017 13.7 12.: (4.0

Acquired ir-process research and developn 7,831 — 3.1 0.C (200.0

Integration expens 5,22( — 2.1 0.C (100.0

Restructuring 1,44 2,87¢ 0.€ 1.1 98.¢

Total operating expens 166,80¢ 157,19¢ 66.€ 58.€ (5.9

Income from operation 6,91( 23,41¢ 2.8% 8.7% 238.9%
Other expenses (incom

Interest expense, n 16,254 14,25: * * *

Amortization of deferred financing fe 1,07¢ 1,081 * * *

Expenses associated with evaluation of strategic

alternatives — 2,72¢

Other nor-operating (income) expen (799 1,78¢ * * *
Income (loss) before income tax expense (reco\ (9,619 3,571 * * *

Income tax expense (recove 3,445 (13€) * * *
Net income (loss $(13,062) $ 3,70i & & £

(1) Percentage reflects percentage of related reve
* Not Meaningful
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Revenues
Year Ended November 3C Percentage
2007 2008 Change
(Dollars in thousands)
Product $228,27:  $241,96( 6.C%
As a percent of revent 91.1% 90.2%
Maintenance and servic 22,20¢ 26,27( 18.2%
As a percent of revent 8.% 9.8%
Total 250,48 268,23( 7.1%

Total revenues for the year ended November 30, Bifi8ased by 7.1% to $268.2 million from $250.Hiom
for the year ended November 30, 2007. The increb$&7.8 million is attributable to the $9.9 miltisevenue
growth in Digital Media products and the $7.8 moitlirevenue growth in Graphics and Productivity pidd. The
growth in the Digital Media group of products was/dn primarily by an increase in revenue from @inDVDand
Instant Onproducts as well as the OEM revenuddgital Videoproducts, which we were unable to recognize it
first quarter of fiscal 2007, due to acquisitio@anting standards. The increase in revenue froapl@cs and
Productivity was driven primarily b€orelDRAW Graphics SuiteVinZip, iGrafx, CoreIDESIGNER Technical
Suite,and was partially offset by a decline in sales fistordPerfect.

Product revenues for the year ended November 3B R@reased by 6.0% to $242.0 million from
$228.3 million for the year ended November 30, 200% increase in product revenues was driven &yéme
products discussed above with respect to totaihnee®

Maintenance and services revenues increased b%018.$26.3 million for the year ended NovemberZ1)8.
This increase is largely attributable to increasalds of WinZip’s maintenance program.
Total Revenues by Product Group

Our products generally have release cycles of atvi@ and 24 months and we typically earn the &irge
portion of revenues for a particular product durting first half of its release cycle. In the pasthave experienced
declines in product revenues during the seconddigfoduct release cycles, with the sharpest desloccurring
toward the end of the release cycle.

Year Ended November 3C Percentag¢

2007 2008 Change
(Dollars in thousands)
Graphics and Productivil $141,69: $149,51: 5.5%
As a percent of revent 56.% 55.%
Digital Media 108,78t 118,71 9.1%
As a percent of revent 43.2% 44.2%

Graphics and Productivity revenues increased by 8ifllion or 5.5% to $149.5 million in fiscal 2068m
$141.7 million in fiscal 2007. The increase in newes for fiscal 2008 was due to revenue growiiorelDRAW
Graphics Suite, WinZip, iGrafandCorelDESIGNER Technical Suitevhich was partially offset by a decline in
sales from\WordPerfect OfficeRevenue growth frorCorelDRAW Graphics Suiteas attributable to increased sales
following the launch oCoreIDRAW Graphics Suite Xd February 2008. We have also benefited from atiog
more sales and marketing resource€aoelDRAW X4n developing and emerging markets in Asia, Easknope
and Latin AmericaWinZiprevenues have increased due to growth in EMEAjaligrbffset by a weakening in sal
in the United StateCorelDESIGNER Technical Suitevenue gains primarily occurred in the second didfiscal
2008 in the US Market, as a product within this ifgreached its end of production, triggering agsamount of
purchases from a few customdfarafx revenue growth was primarily attributable to th&uharket, where we
continued to build our enterprise level business significant deal with a military institution, din the European
market; this was offset by declines in Japan, dubé gains derived in fiscal 2007 from the impletagon of a
control compliance
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program WordPerfect Officeevenues declined in the North American markehefourth quarter of fiscal 2008,
due to a significant decrease in OEM sales anldadact that one of our major customers sought tugotky
protection. This bankruptcy impacted revenues tpr@pmately $0.9 million in the fourth quarter.

Digital Media revenues increased by 9.1% or $9.Monito $118.7 million in fiscal 2008 from $108mBillion
in fiscal 2007. When consideration is given toitiebility to recognize approximately $11.0 milliohOEM
revenue of InterVideo in fiscal 2007, due to aciiois accounting standards, Digital Media revenkiage remained
flat over the prior fiscal year. There have beemea@roducts, nameWinDVDandInstant ONwhich have had
significant revenue increases in fiscal 2008. Thygsas have been offset by declining revenueéarel Paint Shop
Pro PhotoandPhoto Album. WinDVDevenues increased in Asia as we entered into ignifisant deals with new
OEMs in fiscal 2008Instant Onrevenues increased due to extra distribution byadroair significant Japanese OEM
distributors MediaOnerevenue declined due to changes in an agreemdnawvgignificant OEM partne€orel Paint
Shop Pro Phottad revenue declines towards the end of fiscal 2088 Americas and in EMEA.

Total Revenues by Region

Year Ended November 30, Percentag¢
2007 2008 2007 2008 Change
(Dollars in thousands)
Americas $125,97¢ $129,03° 50.2% 48.1% 2.4%
EMEA 72,93 79,16« 29.1 29.5 8.5
APAC 51,56¢ 60,02¢ 20.€ 22.4 16.4
Total $250,48( $268,23( 100.(% 100.(% 7.1%

Revenues in the Americas increased by 2.4% to 8Iflion in fiscal 2008 compared to $126.0 million
fiscal 2007. The comparative increase in revenfi€8d million for the year ending November 30, 8q@@imarily
relates to approximately $6.0 million of OEM reverfromDigital Videoproducts in the first quarter of fiscal 2007,
which could not be recognized in accordance witfuéition accounting standards. At a product levelachieved
revenue increases WinDVD, iGrafx,andCorel DESIGNERand declines iMediaOne, Paint Shop Pro Photo,
Word Perfect OfficandWinZip. WinDVDenjoyed growth as a result of its distribution agements with two
significant OEM suppliers and the inability to red@ertain InterVideo revenue in fiscal 2003rafx revenues
increased due to a significant deal with a militaryt and the continued building of tirafx enterprise level
businessCorelIDESIGNER Technical Suitevenue gains primarily occurred in the second ¢fdfiscal 2008 in the
U.S., due to a new version release and a produleinithis family reaching its end of productioriggering a large
amount of purchases from customers. The declifdediaOneandPaint Shop Pro Photeevenue were primarily
due to changes in an agreement with a signific&ii@artner WordPerfect Officeevenues declined in the North
American market in the fourth quarter of fiscal 808ue to the bankruptcy of one of our major cusianas well as
a significant decrease in OEM sales. The declin®imZiprevenue was attributable to lower Internet licesales in
the U.S. market.

Revenues in EMEA increased by 8.5% to $79.2 milliofiscal 2008 from $72.9 million in fiscal 2007he
revenue growth in this region was driven®grelDRAW Graphics Suite, WinZgmdiGrafx and was partially offset
by WinDVD andCorel Paint Shop Pro Photén February 2008 we launch&brelDRAW Graphics Suite Xehd we
continued to derive benefits from the successisfglobal launch. In addition, the product’'s upwaehd prior to
the launch, and further expansion into Eastern jgirim particular the Russian Federation, has éunthiven the
increase irCorelIDRAW Graphics Suitevenue. The increaseWinZiprevenue was due primarily to increased
Internet license sales, the release of new languaggons during the past year, and some significaw license
arrangements for the product. The increas&mafx is due to the continued growth at the enterprisanass level.
The decline inWinDVDwas due to reduced OEM orders, and some one-taeede orders that were received in
fiscal 2007. The loss of a key distributor in tlegion has weakendaVD Creatorsales. The decline iRaint Shop
Pro Photais attributable to the product
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launch being completed in fiscal 2007, and somekereiag sales with a few key distributors towards ¢nds of
fiscal 2008.

APAC revenues increased by 16.4% to $60.0 milliofiscal 2008 from $51.6 million in fiscal 2007.8h
comparative increase in revenues of $8.4 milliartlie year ending November 30, 2008 primarily edab
approximately $5.0 million of OEM revenue from Inf&deo in the first quarter of fiscal 2007, whicbutd not be
recognized in accordance with acquisition accognsiiandards. Further, the increase in revenueslsisgen by
WinDVDandInstant ONwhich was partially offset by a declinei@rafx . The increase iVinDVDrevenues is
attributable to two new distribution agreementsalihivere entered into in latter fiscal 2008 with t@BMs. The
increase irnstant Onwas primarily due to our benefiting from a new agnent with one of our significant Japar
OEM distributors. The decline iGrafx revenue was due to the exceptionally strong seaaddhird quarter of
fiscal 2007 when this product was adopted by sél@ge businesses to meet Japanese financialat@ompliance
guidelines enacted in 2007.

Cost of Revenues

Year Ended
November 30, Percentagt
2007 2008 Change
(Dollars in thousands)
Cost of produc $49,84¢  $61,45: 23.2%
As a percent of product reven 21.8% 25.4%
Cost of maintenance and servi 79€ 52¢ (33.)%
As a percent of maintenance and service rev 3.6% 2.C%
Amortization of intangible asse 26,11¢ 25,63 (1.9%
As a percent of revent 10.2% 9.€%

Cost of Product RevenuesCost of product revenues increased by 23.3% td5$illion in fiscal 2008 from
$49.8 million in fiscal 2007. As a percentage ajgurct revenues, cost of product revenues increasesl.4% from
21.8%, for the year ended November 30, 2008. Osir @ioproducts have increased in fiscal 2008 duwedbange in
the mix within the Digital Video product line whene have experienced a shift in revenue from ogindti margin
products to our lower margin products. We have afgered a few large revenue deals\ianDVDwhich had
significant royalty cost rates. These factors weasdially offset in fiscal 2008 by a $4.7 millioaduction of a
royalty contingency that had been established imeotion with the acquisition of InterVideo.

Cost of Maintenance and Services Revenu@sst of maintenance and services revenues decr¢a2.0% of
related revenues in fiscal 2008 compared to 3.6%s@al 2007. The increase in maintenance margegamarily
attributable towinZip, for which we have experienced limited incrementsts to provide.

Amortization of Intangible AssetsAmortization of intangible assets of $25.6 miflitor the year ending
November 30, 2008 has decreased by $0.5 milliorpesed to $26.1 million for the year ending NovemB@;
2007. There has been no significant change in ase lof intangible assets in fiscal 2008. The expéas decreas:
as customer relationships are amortized over thegef which economic benefits are realized, arabse benefits
decrease on an annual basis.
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Operating Expense

Beginning in the first quarter of fiscal 2008, veedlassified some of our operating expenses retatedr
Information Technology group, so that costs ofaiaremployees were better aligned with the functithey
performed. As a result, for the year ended Nover8be2007, we have reduced our general and admaitiigt costs
by $2.7 million, increased our sales and marketwgts by $976,000, increased our research andageaeht costs
by $1.7 million, and increased our cost of prodsatis by $71,000.

Year Ended
November 30, Percentagt
2007 2008 Change
(Dollars in thousands)
Sales and marketir $71,56:  $76,79! 7.3%
As a percent of revent 28.6% 28.%
Research and developmt 46,36¢ 44,51: (4.0%
As a percent of revent 18.5% 16.6%
General and administrati 34,38( 33,015 (4.00%
As a percent of revent 13.7% 12.2%
Restructuring 1,44 2,87¢ 98.%
As a percent of revent 0.6% 1.1%
Acquired ir-process research and developn 7,831 — (200.0%
As a percent of revent 3.1% 0.C%
InterVideo integration expens 5,22( — (100.0%
As a percent of revent 2.1% 0.C%

Sales and Marketing.Sales and marketing expenses increased by 7.3%6t8 million in fiscal 2008 as
compared to $71.6 million in fiscal 2007. For theayended November 30, 2008, sales and marketpensgs as a
percentage of revenue remained the same at 28%&6napared to the prior period. The increase iessahd
marketing expenses was a result of additional glagosts in the sales and marketing groups andhewtirketing
related to brand launches in the current year. B¥dirtue to expand our marketing efforts in emergiigrnational
markets as well as in EMEA. We also focused oneiasing our marketing efforts in support of our RibpMedia
products. We expect these costs to stabilize iméxe fiscal period as a result of our recent testiring activity.

Research and DevelopmenResearch and development expenses decrease@lbyai$44.5 million for the
year ended November 30, 2008, as compared to $4ibidn for the year ended November 30, 2007. /
percentage of total revenues, research and develuperpenses decreased to 16.6% from 18.5% irl 86608 as
compared to fiscal 2007. The decrease in the cuyesar was primarily attributable to the consolidatof our
research and development workforce as a resuliopast and current restructuring activities. Irtipalar, our
restructuring plan, developed in November 2004lted in the closure of our Minneapolis researcth an
development location during the second quarteisohf 2008. We expect these costs to decreaseurefperiods in
conjunction with the implemented restructuring glan

General and Administrative General and administration expenses decreasédblyto $33.0 million in the
year ended November 30, 2008, from $34.4 milliartle year ended November 30, 2007. As a perceotamptal
revenues, general and administration expensesagsrteéo 12.3% from 13.7% as compared to fiscal 200i8
decrease is due to the impact of restructuringsplantertaken in November 2007 and September 20d8, a
integration activities previously undertaken thrbagt 2007 after the acquisition of InterVideo. We@ect these
costs to decrease in future periods in conjunctith the implemented restructuring plans. The tegtrring
expenses have also resulted in a decrease inalityfaharges in the current fiscal year. Theresvaa increase in
the amount of stock compensation expense of $680@0he year ended November 30, 2008 mainly aatamt
with the accelerated vesting of our former Chieéé&xive Officer's options and the options granteddr new
interim Chief Executive Officer which fully vest ewone year.
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Restructuring: We recorded $2.9 million of restructuring expendering the year ended November 30, 2008.
On September 10, 2008, management initiated aucdsting plan to streamline our global operatianstider to
become more operationally efficient and to increaseinvestment in key growth opportunities, inchglsales to
emerging markets and our eCommerce program. Aopérts effort, we have reduced our workforce by
approximately 90 employees worldwide. This resultedn expense of approximately $2.2 million ircéis2008.
The remaining expenses related to restructuringspgaopted at the end of the fourth quarter o&fig007 and the
second quarter of fiscal 2008, to centralize muobuo Digital Media operations in Greater ChinaisThas resulted
in the closure of our Minneapolis location at tinel ®f the second quarter of fiscal 2008 as wethagermination o
certain individuals.

These restructuring activities have resulted ifgaiicant reduction in our sales and marketingearch and
development and general and administrative expéngdbs fourth quarter of fiscal 2008, as comparethe fourth
quarter of fiscal 2007.

In the fourth quarter of fiscal 2007, our manageni@tiated a restructuring plan to centralize muchhe
Company’s Digital Media operations in Greater Ctana Fremont, California. Additionally, further cigees were
made to staff to align and balance our global tedrhis resulted in the closure of our Minneapdisdtion in fiscal
2008 as well as the termination of certain indialsu These restructuring charges were funded byash flow
from operations. We expensed restructuring chav§84.4 million in fiscal 2007, and $0.5 million fiscal 2008, a
a result of this plan.

InterVideo Integration Expenselntegration costs relating to the acquisitionraérVideo totaling $5.2 million
were recorded during the year ending November 807 2These costs related to the integration ofriterVideo
business into our existing operations, includiryét costs, retention bonuses and other incremeosds$ for our
employees who worked on the integration plannirggess.

Acquired in-process Research and Developméntangible assets acquired with InterVideo ineldd
$7.8 million of in-process research and developrpegiects that, on the date of the acquisition réhated
technology had not reached technological feasjdlitd did not have an alternate future use. Asiredly
purchase accounting, this in-process research evelapment was expensed upon acquisition in tiedinarter of
fiscal 2007.

Other Expenses (Income)

Year Ended
November 30,
2007 2008

(Dollars in thousands)
Expenses associated with evaluation of stratetgcraitives $ — $ 2,72¢
Interest expense, n 16,254 14,25:
Amortization of deferred financing fe: 1,074 1,081
Other nor-operating (income) expens (799 1,78¢
Total nor-operating expens $16,52¢  $19,84¢

Expenses Associated with Evaluation of Strategierddtives: On March 28, 2008 the Company received an
unsolicited proposal from CHLP, which is controlleglan affiliate of Vector Capital, the holder gipgoximately
69% of our outstanding common shares. CHLP hadgseghto make an offer to acquire all of our outditag
common shares not currently held by CHLP at a pfddS$11.00 cash per share. CHLP indicated thasanh
offer would be conditional upon, among other thirggtisfactory confirmatory due diligence and axisting credit
facility remaining in place following the consumriagatt of any transaction.

The Board of Directors of the Company formed a &€&ommittee of the Board, which assisted it in
evaluating and responding to the CHLP proposaddiition, the Special Committee undertook a protesvaluate
other strategic alternatives to maximize valuealbshareholders. On August 18, 2008, CHLP withditsvproposal
and the Board disbanded the Special Committee. Memvee continued to evaluate other strategic raétives
through the month of October, at which point neaf@ins with a third party were
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concluded with no transaction completed. The coktee Special Committee and the evaluation otagia
alternatives were largely related to professiowalstilting services.

Interest (Income) Expense, NelNet interest expense decreased by $2.0 millidiséal 2008 from
$16.3 million in fiscal 2007. The decrease is dutht fact we did not use our credit line facilityring this fiscal
period and the increase in our gain on our unhedgedest swaps by $399,000 in fiscal 2008. Dufisgal 2007,
our credit line facility was drawn by as much a8.$4million.

Amortization of Deferred Financing FeesThe amortization of deferred financing fees reradithe same for
our fiscal year ended November 30, 2008 as comparedr fiscal year ended November 30, 2007. Thaebeen
no new credit facilities entered into during thare

Other non-operating expense (incomether non-operating expenses, which are geneaityprised of
foreign exchange gains and losses, increased Bynfilion from income of $0.8 million to an exper$&.8 million
largely as a result of additional unfavorable fgrecurrency exchange losses throughout fiscal 20@8were
adversely affected by the strengthening of the W8abversus the Euro on our cash and accountvabks balance
denominated in Euros. Our losses on foreign cugremchange increased by $3.6 million from gain$&6%2,000 to
a loss of $2.7 million in fiscal 2008. The foreigarrency translation losses are offset by a gaisad@ of a long-
term of investment of $822,000 which was earndfisoal 2008.

Income Tax Expense (Recovern/n income tax recovery of $136,000 was recognipedur fiscal year ende
November 30, 2008 consisting of current tax expefigat.4 million and deferred tax recovery of $éblion
compared to a tax expense of $3.4 million for escel year ended November 30, 2007 that includedkntitax
expense of $3.5 million and a deferred tax recoe¢i$83,000.

The current tax provision relates mostly to foreigithholding taxes which are not creditable duéogs
carryforwards. Management concluded that it ismote likely than not that the resulting foreign tagdits can be
utilized. The current tax expense increased dulcteased tax withholdings on Japanese OEM salémtrregion.
The current tax provision was offset by a defeteedrecovery, associated with the reduction ofvileation
allowance against post-acquisition tax losses t@\fideo following the approval of a plan to realithese assets.

At the beginning of the third quarter of fiscal ZQ@ve received a notice of reassessment from tmésivly of
Revenue of Ontario (the “Ministry”) for CDN$13.4 lfion. The Ministry reassessment disallows varidaductions
claimed on our tax returns for the 2000, 2001 ab@P2axation years resulting in a potential disa#lace of loss
carryforwards and liabilities for tax and interdstSeptember 2007, we received further noticettm@aMinistry had
applied tax losses and other attributes, whicheedihe assessment from CDN$13.4 million to CDN$Gil#lon.
Subsequently, in November 2007, we received anotbiice of assessment regarding this issue, whicfeased th
capital tax and interest owing for the 2000, 2G01d 2002 taxation years. This assessment was for
CDN$7.5 million. We intend to vigorously defend ats the assessment. While management believesehhtive
adequately provided for potential assessments pibssible that an adverse outcome may lead téicGetey in
recorded income tax expense and may adversely éiffa@ity. However, we believe that the positidaken in our
tax returns are correct and believe the potertid from the assessment will not have a materigaion our
financial condition or results of operations. Ad\@wivember 30, 2008, no amounts have been accrued.

Comparison of Fiscal Year Ended November 30, 2006 Fiscal Year Ended November 30, 2006

Our consolidated financial statements for our figear ended November 30, 2007 have been prepared i
accordance with U.S. generally accepted accoumptimgiples.

On December 12, 2006, we acquired all of the ontbitey shares of InterVideo. Accordingly, because th
financial information for the year ended Novemb@y 2006 does not include InterVideo operationsy tre not
directly comparable to the consolidated finanaiéimation presented for the year ended Novembg2@07. In th
analysis, “Corel products” refers to the revenusss @xpenses related to the products which were dwpeCorel
prior to the acquisition of InterVideo.
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The following table sets forth certain consolidaséatements of operations data in dollars and egprkas a
percentage of revenues for the periods indicatediedl as the percentage change on a year-overbgsis.

November 30, Percentage
2006 2007 2006 2007 Change
(Dollars in thousands)

Revenue!

Product $157,31¢ $228,27: 88.% 91.1% 45.1%

Maintenance and servic 19,87 22,20¢ 11.2 8.9 11.7
Total revenue 177,19. 250,48( 100.C 100.( 41.4

Cost of revenue

Cost of product(1 21,33¢  49,84¢ 13.€ 21.¢ 133.¢

Cost of maintenance and services 1,147 79€ 5.7 3.6 (30.9

Amortization of intangible asse 14,36¢  26,11¢ 8.1 10.4 81.t
Total cost of revenue 36,847 76,761 20.t 30.€ 108.:
Gross margir 140,34« 173,71¢ 79.Z 69.4 23.t
Operating expens

Sales and marketir 54,85.  71,56: 31.C 28.€ 30.t

Research and developmt 25,88: 46,36¢ 14.€ 18.5 79.1

General and administrati\ 24,28t 34,38C 13.7 13.7 41.€

Acquired ir-process research and developn 7,831 0.C 3.1 n/e

Integration expens 35¢€ 5,22( 0.2 2.1 1358.:

Restructuring 81C 1,44 0.5 0.€ 78.€
Total operating expens 106,18 166,80¢ 59.¢ 66.€ 57.1
Income from operatior 34,155 6,91C 19.% 2.&% (79.8%
Other expenses (incom

Loss on debt retireme 8,292 — * * *

Interest expense, n 11,33 16,25¢ * * *

Amortization of deferred financing fe 1,18( 1,07¢ * * *

Other nor-operating (income) expen (565) (799 * * *
Income (loss) before income tax expense (reco\ 13,91¢ (9,619 * * *
Income tax expens 4,66¢ 3,44: * * *
Net income (loss $ 9,251 $(13,067) & £ £

(1) Percentage reflects percentage of related reve
* Not Meaningful
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Revenues
Year Ended November 3C Percentage
2006 2007 Change
(Dollars in thousands)
Product $157,31¢  $228,27: 45.1%
As a percent of revent 88.8% 91.1%
Maintenance and servic 19,87 22,20¢ 11.7%
As a percent of revent 11.2% 8.9%
Total 177,19: 250,48( 41.4%

Total revenues for the year ended November 30, #@ased by 41.4% to $250.5 million from
$177.2 million for the year ended November 30, 2@f6this increase, $73.0 million was attributatdexdditional
revenues generated from InterVideo products. Tivaiean increase in total revenues from Corel prisdaic
$0.3 million in the current year. This increase wasen by growth of approximately $16.0 milliom,\VinZip,
CorelDraw, iGrafx,andCorel Painter.These increases were largely offset by a decread®idPerfectrevenues of
$12.1 million andDigital Imagingrevenues of $3.6 million from last year.

Product revenues for the year ended November 3, R@reased by 45.1% to $228.3 million from
$157.3 million for the year ended November 30, 2006©duct revenues for Corel products decreased by
$2.0 million or 1.3% to $155.3 million for the yeamded November 30, 2007. This decline primarifieots the
decline in sales dlNVordPerfecand the decrease in saledgital Imagingproducts, which was partially offset by
an increase in the sales of the rest of the pasttiflproducts, led by growth WinZip, CorelDRAW, iGrafand
Corel Painterrevenues. The decline WordPerfecrevenues for the year ended November 30, 2007egpdmarily
to a decrease in point of sale royalties from dneuo largest OEM customers, a decrease in enserfigense
revenue and the latter part of the product lifegygien the launch aVordPerfect Office XB the first quarter of
the prior year. The decline Digital Imagingrevenue for the year ended November 30, 2007 araply
attributable to lower POS and APQOS (after Poirbale) revenue foBnapfireat one of our largest OEM customers,
a decrease in the level of upgrades from earlissioes ofPaint Shop Pro Photto Paint Shop Pro Photo Xand thi
repositioning of this brand as our higher end pobdelative to our acquireghoto ImpacandPhoto Express
brands. A new version éfaint Shop Pro Photwas released in the fourth quarter of fiscal 2@@iftially offsetting
the decrease in sales for fiscal 2007. Revenues &urWinZip products increased due to new license sales and
upgrades resulting from increased conversion af ttistomers to license users through more aggeessiproduct
messaging. The increasei@®rafx revenues was attributable to significant new custowins in the Japanese
market, the overall competitiveness of our proguetfolio and additional marketing and promotiomatiatives
undertaken in the current year. The increasedrelDRAWrevenues during the year ended November 30, 2087 wa
attributable to growth in the European market dusignificant enterprise license agreements andiaddl
promotion and marketing activitCorelDRAWcontinued to experience growth in emerging markath as Latin
America. The increase i@orel Painterrevenue during fiscal 2007 was due to continueddwide growth in
OEMs, e-Stores sales, and channel sales.

Maintenance and services revenues increased byolth. $22.2 million for the year ended NovemberZm)7.
This increase was largely attributable to increasdeés of WinZip’s maintenance program. As a pdasggnof total
revenue, maintenance and services revenue dettirie@% in fiscal 2007 from 11.2%, as a resulthaf thange in
product mix due to the acquisition of InterVidedeTlnterVideo family of products generates minimalounts of
maintenance and services revenue.
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Total Revenues by Product Grot

Year Ended November 3C Percentage

2006 2007 Change
(Dollars in thousands)
Graphics and Productivil $137,74: $141,69: 2.%%
As a percent of revent 77.1% 56.%
Digital Media 39,45( 108,78t 175.&%
As a percent of revent 22.% 43.4%

Graphics and Productivity revenues increased by $dllion or 2.9% to $141.7 million in fiscal 200m
$137.7 million in fiscal 2006. There was a declifié12.0 million in the sales & ordPerfect Office The rest of
the Graphics and Productivity portfolio of produittsreased by $16.0 million or 15.5% as compareti¢oyear
ending November 30, 2006. This was primarily dribgrgrowth inWinZip, CorelDRAW, iGrafandCorel Painter
revenues. Revenues from alMinZip products have grown due to increased new licerles aad upgrades resulting
from increased conversion of trial customers terige users through more aggressive in-product giegsa he
increase inGrafx revenues was attributable to additional marketimg gromotional initiatives undertaken in the
current quarter, and new licensing deals in Japhe.increase iCorelDRAWis due to new licensing deals reached
in EMEA. The increase iorel Painterwas due to continued worldwide growth in OEMs, er&s sales, and
channel sales. The declineWordPerfectevenues was due primarily to the decrease in pdisale royalties from
one of our largest OEM customers, the decreasetergrise license revenue, and the launctWofdPerfect Office
X3in the first quarter of the prior year.

Digital Media revenues increased by 175.8% to $.@dllion in fiscal 2007 from $39.5 million in fisd¢ 2006.
The significant increase was due to the inclusiio$78.0 million of revenue in fiscal 2007 that riked from
products acquired with our acquisition of Inter\Vden December 12, 2006. Excluding acquired Diditatlia
products, Corel'®igital Imagingproducts decreased by 9.2% to $35.9 million indif007, as compared to
$39.5 million in fiscal 2006. The decrease in rexenwas the result of lower conversion rates aweidgoint of
sales and after point of sales (APOS) revenueraaogest OEM customer. Some of this decline wésebby the
introduction ofMediaOne which was not sold in fiscal 2006, as we continteedcquire new OEM partners and
started to realize the benefit of APOS revenueo Adsiring the second half of the year, we contintioei@position
Paint Shop Pro Photas the high end, high value product in a portfofi®igital Media products, which now also
includesPhoto ImpacendMediaOne.

Total Revenues by Region

Year Ended November 30 Percentage
2006 2007 2006 2007 Change
(Dollars in thousands)
Americas $104,44° $125,97¢ 58.9% 50.2% 20.6%
EMEA 58,25: 72,93. 32.¢ 29.1 25.2
APAC 14,49: 51,56¢ 8.2 20.€ 255.¢
Total $177,19: $250,48( 100.% 100.(% 41.4%

Revenues in the Americas increased by 20.6% to.®If@Blion in fiscal 2007 compared to $104.4 mitlion
fiscal 2006. The increase was principally driverthy revenues associated with our reterVideoproducts, which
generated sales of $28.7 million for the year egdNovember 30, 2007. Revenues for Corel produatbreel by
6.9% in fiscal 2007, due to lowgvordPerfecandDigital ImagingrevenuesWordPerfecdecreased due to the
decrease in point of sale royalties from one oflatgest OEM customers, the decrease in enterjicesgse revenut
and the launch diVordPerfect Office X8 the first quarter of the prior year. The declin®igital Imaging
revenues for fiscal 2007 was primarily attributatsldower POS revenue at one of our largest OEMotosrs and
the repositioning of thBigital Imagingproduct as our higher end
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product relative to our acquirdthoto Impacbrand andMediaOne A new version oPaint Shop Pro Photwas
released in the fourth quarter of fiscal 2007.

Revenues in EMEA increased by 25.2% to $72.9 milirofiscal 2007 from $58.3 million in fiscal 2006he
main reason for the increase was the revenuesaeddry outnterVideoproducts which totaled $10.3 million in
fiscal 2007. Revenues from Corel products incre&sed 6% primarily due to increases@orelDRAW Graphics
SuiteandWinZip product sales, which offset decreases in salg¢drdPerfectandDigital Imagingproduct.
CorelDRAW Graphics Suitevenues increased in EMEA due to continued adwamaale in the retail and
enterprise market and the strengthening of the Ealadive to the US Dollar.

APAC revenues increased by 255.9% to $51.6 milliofiscal 2007. The increase was due largely tess&bm
InterVideoproducts of $34.0 million in fiscal 2007. Revenuewgth in Corel products was 21.2% for the year ende
November 30, 2007, due to revenue growtWinZipandiGrafx. iGrafxgrowth was larger in this region due to
licensing deals reached with one of our distribupartners initiated in the second quarter of fi2€®7. Revenues
from ourWinZip products have grown significantly due to increasew license sales and upgrades resulting from
increased conversion of trial customers to licarssrs through more aggressive in-product messaging.

Cost of Revenues

Year Ended
November 30, Percentagt
2006 2007 Change
(Dollars in thousands)
Cost of produc $21,33¢  $49,84¢ 133.6%
As a percent of product reven 13.€% 21.&%
Cost of maintenance and servi 1,142 79€ (30.9%
As a percent of maintenance and service rev 5.7% 3.6%
Amortization of intangible asse 14,36¢ 26,11¢ 81.8%
As a percent of revent 8.1% 10.2%

Cost of Product RevenuesCost of product revenues increased by 133.694%8million in fiscal 2007 from
$21.3 million in fiscal 2006. As a percentage ajgurct revenues, cost of product revenues increasetl. 8% from
13.6%, for the year ended November 30, 2007. Torease in the period was largely attributable éodhange in
our product mix caused by the acquisition of Inideé. InterVideo products generally have highemityycontent
then Corel products.

Cost of Maintenance and Services Revenugest of maintenance and services revenues decr¢a8.6% of
related revenues in fiscal 2007 compared to 5.7%6dal 2006. The increase in maintenance revewassprimarily
attributable toNinZip’shigher maintenance revenues, for which we havereqeed limited incremental costs to
provide.

Amortization of Intangible AssetsAmortization of intangible assets increased by. $nillion to $26.1 millio
in the year ended November 30, 2007, from $14.4amiln the year ended November 30, 2006. Thisdase was
due to the $15.5 million of amortization relatedhe intangible assets of $86.6 million acquirethvimterVideo.
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Operating Expense

During the first quarter of fiscal 2008, we re-glifisd some of our fiscal 2007 operating expenstsed to our
Information Technology group, so that costs ofaiaremployees were better aligned with the fundtithey
performed. As a result, for the year ended Nover8be2007, we have reduced our general and admaitiigt costs
by $2.7 million, increased our sales and marketwgts by $976,000, increased our research andageaeht costs
by $1.7 million, and increased our cost of prodsatis by $71,000.

Year Ended
November 30, Percentage
2006 2007 Change
(Dollars in thousands)
Sales and marketir $54,85.  $71,56: 30.5%
As a percent of revent 31.(% 28.6%
Research and developmt 25,88: 46,36¢ 79.1%
As a percent of revent 14.€% 18.5%
General and administratiy 24,28¢ 34,38( 41.€%
As a percent of revent 13.7% 13.7%
Restructuring 81C 1,44 78.6%
As a percent of revent 0.5% 0.5%
Acquired ir-process research and developn — 7,831 n/e
As a percent of revent 0.C% 3.1%
InterVideo integration expens 35¢ 5,22( 1358.%
As a percent of revent 0.2% 2.1%

Sales and Marketing.Sales and marketing expenses increased by 30.%%ilt6 million in fiscal 2007 as
compared to $54.9 million in fiscal 2006. For theay, sales and marketing expenses as a percelffitagyeoue
decreased to 28.6%, as compared to 31.0% for thep@riod. The increase in sales and marketin@eses was as
a result of additional costs associated with assgriniterVideo operations. The decline in expenses percentage
of revenue from the prior year was due to our irggn activities which have created cost synergighe current
period.

Research and DevelopmenResearch and development expenses increased1% 7@ $46.4 million for the
year ended November 30, 2007, as compared to $#8i6n for the year ended November 30, 2006. /
percentage of total revenues, research and develupempenses increased to 18.5% from 14.6% inl {237 as
compared to fiscal 2006. The increase in researdidavelopment expenses was as a result of prodogtsred
from InterVideo which are part of our Digital Medjaoup of products. Further research and developmen
investment is made in Digital Media due to relatiwaturity and growth potential of this sector.

General and Administrative.General and administration expenses increas$84a! million in the year ended
November 30, 2007, from $24.3 million for the yeaded November 30, 2006. As a percentage of tahues
general and administration expenses remained the aa13.7% as compared to fiscal 2006. The inergageneral
and administration costs was due largely to thegiration of InterVideo operations and resourceselkas
additional expenses incurred to be compliant wiahb8nes-Oxley.

Acquired in-process Research and Developméntangible assets acquired with InterVideo ineldd
$7.8 million of in-process research and developrpeniects that, on the date of the acquisition rélated
technology had not reached technological feasjdlitd did not have an alternate future use. Asired iy
purchase accounting, this in-process research emelapment was expensed upon acquisition in tsedirarter of
fiscal 2007.

InterVideo Integration Expenseintegration costs relating to the acquisitionriérVideo totaling $5.2 million
have been recorded during the year ending NoveBMhe2007. These costs relate to the integratidhefnterVide:
business into our existing operations, includiray@t costs, retention bonuses, incremental emptogegaged
solely for integration activities, other incremdrttasts for our employees who worked on the intégnagplanning
process, consultants for integrating systems, #mer @ne-time charges for integrating systems.

52




Table of Contents

Restructuring. In the fourth quarter of fiscal 2007, our managatrinitiated a restructuring plan to centralize
much of our Digital Media operations in Greater@hand Fremont, California. Additionally, furthéramges have
been made to staff to align and balance our glaaahs. This resulted in the planned closure ofMinneapolis
location in fiscal 2008 as well as the terminatidrcertain individuals. The total amount of theblidies arising
from this plan are estimated to be $2.2 millionyiich $1.9 million relates to termination and tethbenefits, and
$0.3 million relates to the closure of our Minnelépéacility. These charges were funded by our désh from
operations. We expensed restructuring charges.dfisillion in fiscal 2007 as a result of this pld&urther expense
of $0.5 million were recorded in fiscal 2008. Wepegt significant reductions in employee expensdstiire
periods as a result of the restructuring plan, h@nesome employees have been added in otherdoeat replace
some of the individuals terminated.

For our fiscal year ended November 30, 2006, resiring costs of $810,000 represent severance celated
to the realignment of our sales and marketing faxdbe Americas and reductions in our researchdavelopment
team.

Non-Operating (Income) Expense

Year Ended
November 30,
2006 2007
(Dollars in thousands)
Loss on debt retireme $829% $ —
Interest expense, n 11,33 16,25¢
Amortization of deferred financing fe: 1,18( 1,07
Other nor-operating (income) expens (565) (799)
Total nor-operating expense $20,23¢  $16,52¢

Loss on Debt RetirementWe incurred a loss on debt retirement of $8.3ionilin fiscal 2006 relating to the
write-off of deferred financing costs as a resfilbor refinancing $130.0 million of credit faciks prior to maturity,
as part of our initial public offering on May 2, @&

Interest (Income) Expense, Nelet interest expense increased by $4.9 millicisital 2007 from
$11.3 million in fiscal 2006. The increase was tuthe additional long-term debt of $70.0 milliowcurred as a
result of our acquisition of InterVideo.

Amortization of Deferred Financing Feesthe amortization of deferred financing fees dasegl to
$1.1 million for our fiscal year ended November 2007 as compared to $1.2 million for our fiscahiyended
November 30, 2006 as a result of the lower finagéaes incurred under the senior credit facilityeeed into during
our fiscal year ended November 30, 2006, as cordparthose incurred with the Credit Suisse FirsstBo
(“CSFB”) facility entered into during our fiscal geended November 30, 2005.

Other non-operating incomeOther non-operating income, which is generalljnpdsed of foreign exchange
gains and losses, increased from $0.6 million t& $aillion largely as a result of additional favbla foreign
currency exchange gains in fiscal 2007 relatintheoweakening of the US Dollar versus the CanabDialifar and
the Euro. Our gains on foreign currency exchangeeased by $0.5 million from $0.4 million to $0.9lian in
fiscal 2007.

Income Tax Expenselncome tax expense of $3.4 million for our fisgahr ended November 30, 2007
consisted of current tax expense of $3.5 milliod deferred tax recovery of $83,000 compared tx @xpense of
$4.7 million for our fiscal year ended November 2006 that included current tax expense of $3.4ianiand a
deferred tax expense of $1.3 million.

Current taxes for the years ending November 306 200@ 2007 included foreign withholding taxes phes
incurred by our foreign subsidiaries. Deferred aixefiscal 2007 relates to an additional $5.0iomllvaluation
allowance against all deferred tax assets assumibe iinterVideo acquisition. In the third quarteg determined
that it was no longer more likely than not that tleéerred tax assets would be realized, and
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accordingly a valuation allowance was recordeds Was offset by a reduction in our deferred incoaxdiability
related to the amortization of intangible assetemed on the acquisition of InterVideo. Deferraxes in fiscal
2006 related to the tax benefits realized in Carfiamta the use of tax loss carryforwards, existingipto our
acquisition by Vector Capital, in post-acquisitiperiods, less deferred tax credits relating to Vifirdberations in
2005.

We had current tax expense of $3.4 million on & lusfore tax of $9.6 million due mostly to foreign
withholding taxes which are not creditable dueh €Canadian loss carryforwards and foreign tax@srisdictions
which are profitable.

LIQUIDITY AND CAPITAL RESOURCES

As of November 30, 2008, our principal sourcesafitlity include cash and cash equivalents of $50ilBon
and trade accounts receivable of $33.2 million.alée have a five-year $75.0 million revolving liokecredit
facility, of which $69.4 million is unused as of Wember 30, 2008.

At November 30, 2008, approximately 68% of our casti cash equivalents are held on deposit with dank
the remaining amount of approximately 32% is haldammercial paper. The largest proportion of amnky
deposits is held in Canadian banking institutiomséciv we believe to be secure in the current glelsahomy due to
historically tighter regulations. We believe that will be able to access the remaining balanceanklteposits
outside of Canada as these deposits are with tamgable banks. We have and will continue to naakeries of
short-term investments in term deposits and comialgraper. Our investment policy is to invest iwldsk short-
term investments which are highly graded commepagler and term deposits. We have not had a histagy
defaults on this commercial paper, nor do we expeygtin the future given the grade and short termméaturity of
these investments. All commercial paper on haridicaember 30, 2008 have been repaid, and subseguentl
reinvested.

As we enter fiscal 2009, based on our current lassiplan, internal forecasts and the risks thapie®ent in
the current global economy, we believe that casteged from operations and the accessible poofiour
operating line of credit facility included underraenior credit facility, will be sufficient to meeur working capita
and operating cash requirements for the next figeat. Cash from operations could be affected bipua risks and
uncertainties, including, but not limited to, theks detailed in or incorporated by reference émitLA —“Risk
Factors” .

In fiscal 2008, the Company generated an increasash of $25.6 million, largely driven by our opiEmg cash
flows, increasing our cash and cash equivalen$@3 million.

In fiscal 2009, our financing payments will incread our operating cash flows could decreasegasillv
incur a few significant one time payments, andefisiuncertainty associated with revenues in thisetit economic
environment. The one time payments include a cagle;s payment due under our senior credit facilitizeébruary
2009 which is estimated to be $17.5 million, anqghgment made to settle a lotije contingency with a supplier
the estimated amount of $2.0 million. These iteriikhe partially offset by a reduction in our optng
expenditures, an elimination of salary increasegiscal 2009, a reduction in restructuring paynseatreduction in
one-time expenditures such as the charges assbuidtethe evaluation of strategic alternatives] arreduction in
our capital expenditures. If we compare our fogytlarter of fiscal 2008 total expenses for salesmaarketing,
research and development and general and admiivstvarsus that of the fourth quarter of fiscaD2pwe have
achieved cost savings of $4.4 million over the terawhich is largely due to the completion of eestructuring
activities and foreign exchange. We expect sindksreases due to restructuring activities for ifs¢ three quarters
of fiscal 2009. We also have no significant liai@ for our defined pension benefit plan, our pastructuring
activities, and do not expect significant cash 8dwom tax uncertainties, and in particular ourc¢artingency with
the province of Ontario.

We expect that our actions to reduce operatingresggewill allow us to generate operating cash fleufficient
to sustain operations, to address the one timesitdove, and to offset, in whole or in part, theeptal impact of a
decrease in future revenues. Despite the weake&tioigomy in the fourth quarter of fiscal 2008, waerated
operating cash flows of $16.0 million, of which pi$5.8 million was attributable to
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a change in our operating assets and liabilitibes€ operating cash flows were higher then whajemerated in tt
prior quarters of fiscal 2008. We also believedlabal positioning of our diverse group of produsiff reduce the
adversity that we face created by the uncertaimtié present economy.

Management believes that if the need arises webeilible to obtain funds through our line of creatiised on
our evaluation of the status of our lender as sedtvfhile it is unlikely that we will be able to dvadown the full line
of credit of $75.0 million due to debt covenants, believe we are in a position to make draws of@pmately
$40.0 million based on our current financial pasitat November 30, 2008, without violating our eatrdebt
covenants. The available line of credit could bedu® facilitate the acquisition of other comparoegxisting
technologies. Ultimately, we would need to obtgipraval from our lenders for permitted transactiasgiefined in
the credit agreement. Given the recent failuresoafie financial institutions there is no guarante tunds will be
made available to us under our line of credit. Refeisk factors, in item 1A of this 10-KWe are potentially
exposed to default risk on our interest rate swaaps our line of credit”.

Management believes that, despite the current espniv is has the liquidity barring any unforeseen
circumstances, to continue to operate through Ifd@@9 and pursue its planned business objectives.

Based on our current senior debt facility, a sigaifit balloon payment will be required in fiscall20 We
expect that we will maintain our creditworthinesgothis time such that this payment can be refiedrat or prior
to that date.

Working Capital

The net working capital deficit at November 30, 20¢as $6.3 million, a decrease of $8.9 million frira
November 30, 2007 net working capital deficit ob®Lmillion. The decreased working capital deficiers
primarily due to the additional operating cash #owe have generated, which is offset by the aduitiourrent
liability of $17.5 million pertaining to an estineat cash sweep payment.

Current assets at November 30, 2008 were $94.f®mithn increase of $23.0 million from the NovemBey
2007 year end balance of $71.5 million. The chasgkie to an increase in our cash and cash eqoteadé
$25.6 million and an increase in deferred tax asse$3.1 million, which is partially offset by &crease in accout
receivable of $5.1 million. The increase in ourtcpssition was attributable to our continued getienzaof operatin
cash flows, while being able to minimize our finecactivities, primarily our debt principal paynisnThe
increase in the deferred tax assets is due tosm@sament that it is more likely then not that vilerealize the
benefits of certain Taiwanese tax attributes dfterreorganization of the ownership of our digital meititellectual
property. The decrease in the trade accounts r@gkeivbalance is due to the timing of cash recdipta some of ou
largest customers.

Current liabilities at November 30, 2008 were $80@illion, an increase of $14.1 million from Noveert80,
2007. The increase primarily resulted from theéase in the current portion of the long-term dél§t1®%.8 million
which has increased due to our first cash sweempat/of approximately $17.5 million which is dueFabruary
2009. This is partially offset by our decreaseaympll and profit sharing accruals and a decreasaii trade
accounts payable.

Cash Flows
Year Ended November 30,
2006 2007 2008
(In thousands)
Cash provided by operating activiti $36,22t $ 26,49¢ $35,50¢
Cash provided by (used in) financing activit (3,885 71,80¢ (3,060
Cash provided by (used in) investing activit (1,906 (124,76() (6,625)

Year ended November 30, 2008 compared to year ehdnatmber 30, 2007.

Cash flow from operations of $35.5 million in oisdal year ended November 30, 2008 was an incfase
$9.0 million from our fiscal year ended November 3007. The increase in operating cash flows icefis
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2008 as compared to fiscal 2007 is attributabkbéatiming of cash receipts from large OEM cust@nand to the
fact that in fiscal 2007 we had assumed and redaagdrking capital deficiency in the acquisitionloferVideo.
There were no significant non-operating cash reésanzluded in net income in our fiscal year entiedember 30,
2008.

Cash flow used by financing activities was $3.iomlin our fiscal year ended November 30, 2008¢erease
of $74.9 million compared to cash provided by ficiag activities of $71.8 million in our fiscal yeanded
November 30, 2007. This decrease is largely damtadditional term loan of $70.0 million which walstained ir
conjunction with the acquisition of InterVideo, aadlecrease in cash generated from exercised epifon
$5.1 million due to terminated InterVideo employ@ethe prior year. In the upcoming periods, paytaenade to
reduce debt will increase due to cash sweep oldigatvithin our term loan agreement.

Cash used in investing activities was $6.6 millioour fiscal year ended November 30, 2008, a deeref
$118.2 million compared to $124.8 million in owsdal year ended November 30, 2007. The additiasdi outlay
reflects the purchase of InterVideo on Decembe20R6 and the remaining interest in Ulead on DeaarB, 200t
totaling $120.9 million. This was offset by the &iuhal purchases of long lived assets of $3.2iamlbf which the
majority related to computer hardware, to meetpgdan to invest in our infrastructure.

At the beginning of the third quarter of fiscal ZQ@ve received a notice of reassessment from tmésivly of
Revenue of Ontario (the “Ministry”) for CDN$13.4 lfion. The Ministry’s reassessment disallows vasiou
deductions claimed on our tax returns for the 2@00,1 and 2002 taxation years resulting in a pakent
disallowance of loss carryforwards and liabilitftes tax and interest. In September, 2007, we rexkfurther notice
that the Ministry had applied tax losses and o#tteibutes which reduced the assessment from CDM$h8lion to
CDN$6.4 million. Subsequently, in November 2007, reeeived another notice of reassessment whickased th:
capital tax and interest for the 2000, 2001 and22@8 years The reassessed balance changed to TBMdlion.
We intend to vigorously defend against the reassest While management believes that they haveusdely
provided for potential assessments, it is posdidéan adverse outcome may lead to a deficienitg necorded
income tax expense and may adversely affect itgdity. However, we believe that the positions take our tax
returns are correct and estimate the potentialftoss the reassessment will not have a materiahzhpn our
financial condition or results of operations.

Indebtedness

On May 2, 2006, we entered into a $165.0 millionisecredit facility consisting of a $90.0 milliderm loan
with a six-year maturity and a $75.0 million revioly line of credit with a five-year term. Procedrtsm this
refinancing were used to repay our existing deltattime. On December 12, 2006, this facility \wasended and
we completed our acquisition of InterVideo and dleghe acquisition was partially financed throughamendmel
to the credit facility for an additional $70.0 ol of term loan borrowings. In addition there vea$43.0 million
draw on our revolving line of credit and the renaEinwas financed from cash of the combined compnying the
year ended November 30, 2007 we repaid the $43l@mrievolving line of credit. There was $69.4 ligih
outstanding on the line of credit as of NovemberZD8, as we have drawn $5.6 million relating tetger of credi

The credit facility agreement requires us to maked quarterly principal repayments of 0.25% of thiginal
principal amount on the term loan, or $225,000 fthme 2006 to December 2006 and $400,000 from dag087
through to December 2011, with the balance of dlaa ldue in April 2012. The term loan and revohing of credit
bear interest at floating rates tied to eitherAlternate Base Rate (“ABR"Wwhich equals the higher of (i) the fede
funds rate plus 50 basis points, and (i) the pniate plus 2.25% until December 2006 and ABR pl0§%
thereafter, or Adjusted LIBOR plus 3.25% until Dexteer 2006 and Adjusted LIBOR plus 4.00% thereaferan
annual basis, beginning the first quarter of fi@08, we may be required to make a cash sweepgraymfund
our principal balance, based on excess cash fladefised in the agreement. No payments were made
required to be made through November 30, 2008. Wently estimate that a $17.5 million payment il
required for the fiscal 2008 cash sweep, whiclediired to be made in the first quarter of fis€02
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In addition to the above loans, the facility alsoyides us with a $25.0 million letter of creditdaa $5.0 millior
Swingline commitment. The applicable interest @ieany borrowings is based on a leverage rationgrigrid. As a
November 30, 2008, there was $5.6 million outstagdor a letter of credit. No balance was outstagdin the
Swingline commitment.

In connection with the senior credit facility, wbtained interest rate protection by entering intorderest rate
swap with its principal lender for $134.5 milliohhe variable rate of interest is based on one-mblBOR plus
4.00% for $90.0 million of the interest rate swapsl three-month LIBOR plus 4.00% for $44.5 millwiithe
interest rate swaps. The fixed rates range frora98.fo 9.49%. Currently, our exposure to defauk as our intere:
rate swap agreements is minimal as we are in dityaposition on all interest rate swaps.

The borrowings under the senior credit facility eolateralized by a pledge of all our assets udirig
subsidiary stock. Under the terms of the credieagrent we are subject to restrictive covenantdy ascestrictions
on additional borrowing, distributions and businasgquisitions/divestitures. It also includes thiofeing financial
covenants:

< a maximum total leverage ratio, which is definedtesratio of total debt to trailing four quartemsolidated
Adjusted EBITDA, as defined in the credit agreemémbe less than specified amounts over the tértimeo
facility as follows:

Period Ratio
Through to November 29, 20! 3.5C
November 30, 2007 through November 29, 2 3.2t
November 30, 2008 through November 29, 2 3.0C
November 30, 2009 through November 29, 2 2.7¢
November 30, 2010 through November 29, 2 2.5C
November 30, 2011, thereaf 2.2

« a minimum fixed charge coverage ratio, which idrdef as the ratio of trailing four quarter consatihl
Adjusted EBITDA to fixed charges (fixed chargeslirte interest paid, scheduled repayment of prin@pa
long-term debt, capital expenditures and taxes paif)lmsvs:

Period Ratio
Through to Nov 29, 201 2.0C
November 30, 2010 through November 29, 2 2.2
November 30, 2011, thereaf 2.5C

The future debt payments on long-term debt as ofeNtber 30, 2008, including the annual cash sweep fo
fiscal 2008 as discussed above, are as follows:

Principal Interest Total
2009 19,09¢ 11,728 30,81¢
2010 1,59¢ 10,59( 12,18¢
2011 1,59¢ 9,622 11,21¢
2012 134,07: 3,13: 137,20!
Total $156,35¢ $35,06¢ $191,42°

As of November 30, 2008, we were in compliance lttdebt covenants. Management continues to monito
compliance with debt covenants carefully, and &t ploint believes that — barring further worsenafighe current
global economic difficulties beyond our currentjpations — we will continue to be in compliance lwitebt
covenants throughout fiscal 2009. We have inclutiedollowing reconciliation from the cash flow prded by
operations to the Adjusted EBITDA used in the cardrcalculations. Adjusted EBITDA is a non-GAAP regie
that we use to assist in evaluation of our liqyidibd is used by our bank
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lenders to calculate compliance with certain finahcovenants. Adjusted EBITDA was $60.9 million fwr fiscal
year ended November 30, 2008 compared to $57.8Bmfibr our fiscal year ended November 30, 2(

This measure does not have any standardized mepraagribed by GAAP and therefore is unlikely to be
comparable to the calculation of similar measuseEsilby other companies, and should not be viewetternatives
to measures of financial performance or changeash flows calculated in accordance with GAAP. \Wesider
cash flow from operations to be the closest GAARsuee to Adjusted EBITDA. For our fiscal years ehde
November 30, 2008, 2007 and 2006, we had cashfftmw operations of $35.5 million, $26.5 million a
$36.2 million, respectively. The table below redtexAdjusted EBITDA to cash flow from operations:

Year-Ended November 30

2006 2007 2008
(In thousands)

Cash flow provided by operatio $36,22  $26,49¢ $35,50¢
Change in operating assets and liabili 3,73¢ 5,23¢ 1,54¢
Interest expense, n 11,33: 16,254 14,25:
Income tax expens 4,66¢ 3,44 (13€)
Provision for bad debt (195 (252) (1,097)
Unrealized foreign exchange losses on forward ecig (150 (147) (12€)
Deferred income taxe (87¢) 83 4,53:
Gain (loss) on interest rate swap recorded avdire (810 (392 7
Gain (loss) on disposal of fixed ass — (102) (19¢€)
Gain on sale of investme — — 822
Gain from defined benefit pension pl — — 184
Restructuring 81C 1,443 2,87¢
Expenses related to evaluation of strategic altems — — 2,72¢
Integration cost 35¢ 5,22( —
Reorganization cos 117 —

Adjusted EBITDA $55,21«  $57,29.  $60,90:

Contractual Obligations and Commitments

We have operating leases for office space. In @ecme with GAAP, neither the lease liabilities tioe
underlying assets are carried on the balance slsdbe terms of the leases do not meet the critarigapitalization.
Payments on these leases were approximately $Hi@mifor our fiscal year ended November 30, 2086@.8 millior
for our fiscal year ended November 30, 2007 and $tllion for our fiscal year ended November 300@0

We have debt as discussed in the indebtednessrsatibve.

The following table outlines our contractual commeints over the next five years and thereafter at
November 30, 200¢

Less thar More than
1 Year 2-3 Years 4-5 Years 5 Years Total
(In thousands)
Long-term debi $30,81¢  $23,40- 137,20¢ % —  $191,42°
Capital lease 72C 887 147 — 1,75¢
Defined pension benefit obligatio — — — 1,431 1,431
Operating lease 4,57¢ 8,811 7,147 6,37 26,90t
Total $36,11: $33,10: $144,49¢ $ 7,80¢ $221,51°
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Since our fiscal year ended November 30, 2004, ave flunded our operations from cash flow from our
operations. We believe that our current resourcegidequate to meet our requirements for workipitaisand
capital expenditures for at least the next yeaisagkhe point in the future we may require additidnads for either
operating or strategic purposes and may seekde the additional funds through public or privagdtdor equity
financings. If we ever need to seek additionalriziag, there is a risk that additional financindlwot be available,
or if available, will not be available on reasoreatdrms. Refer to risk factor in Item 1A of thisKQ@ocument,'We
are subject to restrictive debt covenants that isgpoperating and financial restrictions on our oggwns and coult
limit our ability to grow our business.”

Off-Balance Sheet Arrangements

In certain agreements with customers and distrilsutacluding OEMs and online services companies, w
provide indemnifications for third-party intelleauproperty infringement claims, and many of thieslemnification
obligations are not subject to monetary limits. ¥valuate estimated losses for such indemnificatimmker
SFAS No. 5Accounting for Contingencigsas interpreted by Financial Accounting Stand&uolard (“FASB”)
Interpretation No. 45Guarantor’s Accounting and Disclosure Requiremédotssuarantees, Including Indirect
Guarantees of Indebtedness of Othéfge consider factors such as the degree of prbtyatfi an unfavorable
outcome and the ability to make a reasonable estiofahe amount of loss. To date, we have not emesed
material costs as a result of such obligationstené not accrued any material liabilities relateduch
indemnifications in our financial statements.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

The discussion and analysis of our financial caoditind results of operations are based upon amwsddiclated
financial statements, which have been prepareddardance with accounting principles generally pteg in the
United States consistently applied throughout etlqus. The preparation of these financial stataseguires us to
make estimates and judgments that affect the regpa@arnounts of assets, liabilities, revenues andresgs and
related disclosure of contingent assets and ltadsliOn an ongoing basis, we evaluate our estenateluding those
related to product returns, bad debts, long-livegkts, goodwill, income taxes, contingencies dightion. We base
our estimates on historical experience and on var@ther assumptions that are believed to be rahmonder the
circumstances, the results of which form the bsisnaking judgments about the carrying valuesssess and
liabilities that are not readily apparent from atheurces. Actual results may differ from theséeeties under
different assumptions or conditions.

We believe the following critical accounting poésiaffect our more significant judgments and egésased
in the preparation of our consolidated financiatestents:

Revenue Recognition

We recognize revenues in accordance with StateafdPasition (“SOP”) 97-2;Software Revenues
Recognitior” issued by the American Institute of Certified Pal#iccountants, SOP 98-9lodification of
97-2, Software Recognition with Respect to Cerfaansactions”and Staff Accounting Bulletin (“SAB”) No. 101
“Revenues Recognition in Financial Statemenissued by the SEC.

We record revenue when persuasive evidence ofrangement exists, there are no significant unaeitei
surrounding product acceptance, the fees are tixelterminable and collection is considered prtshab

Our application of SOP 97-2 requires judgment,udiig whether a software arrangement includes pielti
elements, and if so, whether vendor-specific objeavidence (“VSOE") of fair value exists for tleoslements.
VSOE is based on the associated price when theseksnare sold separately. Some customers recaiznce
elements of our products over a period of timecdrtain cases, these elements include post-delte@aghone
support and the right to receive unspecified upgsézhhancements on a when-and-if-available bagienw
maintenance is sold separately we recognize regeratigbly over the contractual time period. Changdke
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elements in a software arrangement, the abilitg¢atify VSOE for those elements and the fair valfithe
respective elements could materially affect the @amhof earned and unearned revenues.

We sell maintenance contracts that include the thinspecified upgrades of software licenses on a
when-and-if-available basis and customer suppaitesSof maintenance contracts are considered posiact
support, and the fees are deferred and recognizeglvanue ratably over the term of the maintenan@mgement,
which is generally 12 or 24 months. Deferred reeisunot contingent upon any specific delivery afduct since
upgrades are only provided when-and-if-available.

We record product revenues from sales of our paakagftware and license fees when legal title feans
which is generally when the product ships or, imsa@ases, when products are delivered to retailéessell some
of our products on consignment to resellers arallees and recognize revenue for these consigntramtactions
only when the end-user sale has occurred.

We record revenue from our OEM customers baseti@ptidence of products sold by our OEM custonters t
end customers or to the OEMs sales channel partdader certain agreements where post contractstiPCS”)
is granted to OEMSs for a period greater than a,y@amrecognize revenue ratably over the contra®@ period.
Typically, our OEM customers do not have the rightlaim a credit or refund for returns from an O&bales
channel partners or end customers back to the OEM.

End-user sales are made directly through the obsites without upgrades. Websales revenue is rézedjn
net of returns, upon the delivery of the produdat #re receipt of payment by credit card.

At the time of contract signing, we assess whetihefee associated with the revenues transactioineed or
determinable based on the payment terms assoeigtethe transaction. We consider the fee to bedigr
determinable if it is due within our normal paymésrims, which are generally 30 to 90 days from iceaate.

We assess the probability of collection based naraber of factors, including past transaction histeith the
customer and the credit-worthiness of the custotfiris determined that collection of a fee istmeasonably
assured, management defers the fee and recogeizmsues at the time collection becomes reasonablyred,
which is generally upon receipt of cash.

Allowance for Product Returns and Rebate Programs

We allow returns of our packaged software fromaiartlistributors and resellers for various reasuth as th
release of new product versions that supersede wisions in channel inventory. Consequently waldish a
return provision that is netted against revenuesomputing this provision, we use estimates addment based ¢
our experience. These estimates are based on dhiavertory levels, current and historical retuaters, channel si
in and timing of new version and product introdans, and are in accordance with Statement of Fiaanc
Accounting Standards 48 (“FAS 48"), “Revenue Redtogmwhen Right of Return ExistsWhile our past estimat
have been materially accurate, actual return gkl vary materially from our estimates. An in@eadn the return
rate could result from changes in consumer demainther factors. Should this variance occur, reesmould
fluctuate significantly. Variances between estirdatgturn rates and actual return rates are adjastedquarterly
basis.

While we believe our accounting practice for esshfihg and monitoring our product return provisisn
adequate and appropriate, any adverse activityoswal circumstances could result in an increaseserve levels
in the period in which such determinations are meatte have a significant effect on revenues.

During fiscal 2008, due to the availability of inoped provision related information, we changedntathod fo
estimating the provision for product returns inartb improve on the accuracy of the amounts resmbess well as
the timeliness of our financial statement preparafirocess. In accordance with Financial AccounBtandards
No. 154,Accounting Changes and Error Correctionse have determined that this is a change in asitm
methodology and accordingly is a change in estiraatepposed to a change in accounting principkeror
correction. The change in estimate has resulteah iimcrease in fiscal 2008
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revenues of approximately $2.0 million and increlaaecounts receivable by $2.0 million as at Noven3e 2008.

Accounting for Income Taxes

Effective December 1, 2007, we adopted FASB Intgtion No. 48 (“FIN 48"), which provides guidarice
the recognition, derecognition and measuremernibhantial statements of tax positions taken in presiy filed tax
returns or tax positions expected to be takenxmaturns. FIN 48 requires an entity to recognizefinancial
statement impact of a tax position when it is nikely than not that the position will be sustaingsbn
examination. If the tax position meets the moreliikthan-not recognition threshold, the tax efisaiecognized at
the largest amount of the benefit that has grehter a fifty percent likelihood of being realizepam ultimate
settlement. FIN 48 also provides guidance for diassion, interest and penalties, accounting irefim periods,
disclosure, and transition. FIN 48 requires thidlaility created for unrecognized tax benefitspgesented as a
separate liability and not combined with deferraxiltabilities or assets.

We have operations in a number of countries wodéwOur income tax liability is therefore a condation of
the tax liabilities we expect to have in variousdtions. Our tax rate is affected by the profit@pibf our operations
in all locations, tax rates and taxation systemihefcountries in which we operate our tax policied the impact of
certain tax planning strategies which we have imgleted.

To determine our worldwide tax liability we makeismtes of possible tax liabilities. Our tax filisgpositions
and strategies are subject to review under locadternational tax audit and the outcomes of sesfexws are
uncertain. In addition, these audits generally faleee years after the period in which the tax {sion in question
was provided and it may take a substantial amottiine before the final outcome of any audit is Yumo In prior
years we have had to make adjustments to taxextuat for the resolution of certain tax auditse Hujustment
have on occasion been significant and have beeuatad for as changes in estimates. Future firabtdcomes
could also differ materially from the amounts retmd in our financial statements. These differencesd have a
material effect on our financial position and oet income in the period such determination is made.

We record a valuation allowance to reduce our defetax assets to the amount that is more likedy thot to
be realized. We have had substantial tax losseastlbeg/ears and only a limited history of profitélj therefore we
have recorded a valuation allowance against masigsets. The deferred tax assets include theftot ef
$90.6 million of tax loss carryforwards of which &I$0 million is due to expire in fiscal 2009. Givére large
interest expense related to the acquisition ofr\fitkeo and declining sales of WordPerfect it isikelly that Corel
will be able to realize the benefit of these los§ather deferred tax assets include investmentradits in Canada
which depend on taxable income to utilize; giveat there is no history of generating taxes it ikkety that Corel
will be able to realize the benefit of these inusmstt tax credits. Therefore, we record a valuatitowance to
reduce our deferred tax assets to the amountgmabie likely than not to be realized.

As part of an initiative to reorganize the ownepsti the digital media intellectual property, itniew more
likely than not that we will be able to realize thenefit of certain Taiwanese tax attributes peitgj to loss
carryforwards and investment tax credits. Therefaeeare removing the valuation allowance agaist #illion of
deferred tax assets resulting in a recovery ofrdedfietax expense of $1.4 million related to thet pasjuisition loss
carryforwards and a reduction in goodwill of $1.#llion related to the pre-acquisition loss carryfards and
investment tax credits. We have reduced our defeece liabilities related to the Taiwanese intelled property
acquired in the purchase of InterVideo by $2.7iomllin connection with the digital media reorgatiza, through a
reduction in goodwill.

In 2008, we recorded a $1.8 million deferred tagemse related to the utilization of Taiwanese loss
carryforwards which existed at the time of the fdtdeo acquisition. In accordance with FAS 109, thange was
recorded as a reduction to goodwill.
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We provide for withholding taxes on the undistridmiearnings of our foreign subsidiaries where apple.
The ultimate tax liability related to the undistribd earnings could differ materially from the llakes recorded in
our financial statements. These differences coalela material effect on our income tax liabilitéasl our net
income.

In April 2005, WinZip sold its intellectual propgrand trademarks to a nd#s affiliate in a taxable transactic
We did not recognize any gain on the transfer effiffoperty based on an analysis of the fair mar&kete of the
assets transferred that was performed at the tfrtleedransfer, and as a result did not accrueigeyme tax
expense on the transfer. The assessment of faketaailue is based on both subjective and objettiors and if
applicable tax authorities disagree with the fa@rket value analysis, we could be subject to sicanit tax
liabilities, penalties and interest.

Business Combinations

We account for acquisitions of businesses and tdobies in accordance with Statement of Financial
Accounting Standards No. 148usiness CombinatiorfsSFAS 141”). We allocate the purchase price to thlgg
assets, intangible assets, and liabilities basddipmalues, with the excess of purchase pricadailocated to
goodwill.

Historically, our acquisitions have resulted in #ilecation of a portion of the purchase price codwill,
acquired intangible assets and consequent adjutgrteeaur deferred taxes. In order to determindalrevalue of
these intangible assets, we make estimates anthpritg based on assumptions about the future inpoogeicing
capabilities of these assets and related futurectgd cash flows. We also make estimates aboutstfel life of
those acquired intangible assets. Should diffezentlitions prevail, we could record write-downsraangible
assets or changes in the estimate of useful liftaafe intangible assets, which would result imges to
amortization expense.

Acquired definite lived intangible assets are ailji recorded at fair value based on the presdnevaf the
estimated net future income-producing capabilibethe software products acquired. A significararege to the
initial value assigned to the definite lived intérg assets could result if different assumptioresused in
determining the present value of the estimatedutete income producing capabilities of the asset.

Acquired definite lived intangible assets are amed over the future income producing period, whigh
consider to be the useful life, on a straight-liasis, with the exception of customer relationskipgh are
amortized over the pattern in which we expect toegate economic benefits from the asset.

For business combinations made subsequent to Beoember 1, 2009, we will follow the guidelines of
FAS 141R.

Impairment of Goodwill

In accordance with Statement of Financial Accounfitandards No. 14@oodwill and Other Intangible Assets
(“FAS 142"), goodwill is subject to annual impairntg¢ests or on a more frequent basis if eventonoditions
indicate that goodwill may be impaired. Goodwiltésted for impairment at the beginning of the flowuarter of
each fiscal year. We also test goodwill for impanmhmore frequently if events or circumstances awarrCorel as a
whole is considered one reporting unit. We estintlaevalue of our reporting unit based on our miarke
capitalization. If we determine that our carryimjue exceeds our fair value, we would conduct du®isd step of
the goodwill impairment test. The second step casgthe implied fair value of the goodwill (deterd as the
excess fair value over the fair value assignedutcother assets and liabilities) to the carryingant of goodwill. If
the carrying amount of goodwill were to exceedithplied fair value of goodwill, an impairment loa®uld be
recognized. As of November 30, 2008, our goodvélbnce of approximately $82.3 million arises frdre t
acquisition of Jasc in fiscal 2004, which generagteddwill of approximately $9.9 million, and frorhe acquisition
of InterVideo in fiscal 2007, which generated godbef approximately $72.4 million.

At November 30, 2008, given the current disrupaow uncertainty in the global economy, the sigaific
decrease in our stock price over the last fiscattgu, and our revenues being slightly lower thesjgeted,
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we determined that the appropriate triggers had begched to perform an impairment test beyondiimeial
goodwill impairment test. Based on our market cdiziation as at both September 1 and November@IB,2our
fair value continues to exceed our carrying valéile this is largely attributable to the negatogrying value of
our net assets, the significance of the excessiofarket capitalization over carrying value supptine carrying
value of our goodwill as at both September 1 andadaber 30, 2008. Furthermore, the financial positbour
Company continues to strengthen on an annual basige improve our cash position and reduce our wgréapital
deficiency. In each of the last three years, weetganerated cash flows from operations of more $2&nmillion
and the performance of the products which were ieedjthrough the business combinations that gaeetad the
goodwill continue to meet or exceed the revenuésnaargin projections which were built into the amig
valuations of these businesses. Furthermore, we &g will continue to achieve cost reductionsparating
expenses through fiscal 2009, due in part to thueturing activities performed after this acafingi. Based on the
above considerations, we have concluded that there impairment in our goodwill as of November 3008.

Long-lived Assets

We amortize our long-lived assets over the estichaseful life of the asset. We evaluate all of lomg-lived
assets, excluding goodwill, periodically for impaént in accordance with Statement of Financial Aotiog
Standards No. 14Accounting for the Impairment or Disposal of Longdd Asset§'FAS 144”). FAS 144 requires
that long-lived assets be evaluated for impairmérgn events or changes in facts and circumstandésate that
their carrying value may not be recoverable. Eventshanges in facts or circumstances can inclusteategic
change in business direction, decline or discoatige of a product line, a reduction in our custobzse or a
restructuring. If one of these events or circumstarindicates that the carrying value of an assgtmot be
recoverable, or that our estimated amortizatiomoperas not appropriate, we would record an impairtcharge
against our long-lived assets. The amount of inmpairt would be measured as the difference betweseaattying
value and the fair value of the impaired assetésutated using a net realizable value methodoldgyimpairment
charge would be recorded as an operating expertbe period of the impairment and as a reductiaiéncarrying
value of that asset.

At November 30, 2008, given the current disruptod uncertainty in the global economy, the sigaific
decrease in our stock price over the last fiscaltgn, and our revenues being slightly lower themgeted, we
determined that the appropriate triggers had beached for an impairment test on our definite liirgelngible
assets. Our definite lived intangible assets amnbes, technologies, trade names and customiomslsdps that we
acquired with InterVideo, WinZip, and Jasc. Theimigd lived intangibles from these acquisitions daet book
values as at November 30, 2008 of $47.4 millior2.$Inillion and $6.0 million, respectively.

We performed our asset recoverability tests usimdjacounted cash flows. We grouped the definitediv
intangible assets at the lowest level for whichde&ermined identifiable cash flows are largely peiedent of the
cash flows of other assets and liabilities, andreged the associated cash flows by the Graphid$aonductivity
and Digital Media product lines. Our cash flow as& did not extend beyond four years, which isststent with
the remaining amortization period of the majorifyirdangibles. We used our internal forecasts liertext four
years to derive revenues, including a projectededese in revenues fiscal 2009. We included grosgins
percentages consistent with those that had beeevachin fiscal 2008 and projected a reductionperating
expenses from fiscal 2008, reflective of the opegatosts incurred in the final quarter of fisc@D8, when we
implemented restructuring activities and announgade freezes for the upcoming fiscal year. Thesksaenunted
cash flows supported the recoverability of our wigdilived intangible assets.

In addition, we performed a sensitivity analysistioa cash flow forecasts which focused on reveaunescost
of revenues, as we do not expect much variabilityur operating costs. Given a 5% reduction inreuenues on an
annual basis and a 5% reduction in gross margiebulting undiscounted cash flows continue tgetthe
recoverability the definite lived intangible assetgr the same period.
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Due to the above considerations, which are basediobest available information, we have not reedrdny
impairment charge on our long-lived assets in fi2€®8. However, given the current state of theneoay, we
expect to continue to perform asset recoveralidigys in future periods.

Stock Option Accounting

In accordance with Statement of Financial Accoupfitandards No. 123(FShare Based PaymefiFAS 123
(R)") we estimate the fair value of our options fimancial accounting purposes using the Black-&hmodel,
which requires a number of subjective assumptimaduding the expected life of the option, riskdrimterest rate,
dividend rate, forfeiture rate, future volatility the price of our common shares and vesting pefibe use of
subjective assumptions could materially affectfdievalue estimate. For a period of time prioote initial public
offering, there was no active market for our comrebares. Since we have been public for less thamekting
period of our options, we do not consider the viithaof our share price to be representative & déstimated future
volatility when computing the fair value of optiogsanted. Accordingly, until such time that a resgrgtative
volatility can be determined based on our shamepmve will use a blended rate of our own shareeprolatility anc
the U.S. Dow Jones Software and Computer Serviwisxl We estimate the risk-free interest rate basedS
Treasury benchmark bonds with an average yieldveftd ten years. Since we do not have a suffidierdl of
experience relating to options granted and exat@s®sequent to our IPO, we base our estimateeaxtpected life
of the option using the simplified method basedhanperiod for which our options can be exerci¥®d.assess our
forfeiture rate through an analysis of the turnaseour employees since we commenced issuing option
December 2003. The fair values of the options @sue being recognized as compensation expensehmer
applicable vesting period, which in the majorityopitions is for four years.

We began to issue restricted share units in fi2g8r. We determine the fair value of our restrictbdre units
based on our share price on the date the unitgrarged. The restricted share units have no charsiits which
would require classification as debt, and as shefy &re not revalued in subsequent periods.

Based on equity awards outstanding as of Novenbe2(08, we had unrecognized stock-based compensati
totaling $8.5 million, and we expect to record apmately $5.0 million in stock-based compensatioour fiscal
year ending November 30, 2009. To the extent wéiroa to grant equity awards in the future, the ants of
stock-based compensation recorded in future perimisbe greater than these expectations. Stocldbase
compensation expense is reported in our Consoddatatements of Operations, either as a cost efwess, or with
the operating expense which best reflects the avesigient’s duties in the organization.

Prior to our initial public offering in April 2006ye did not obtain contemporaneous valuations faom
unrelated valuation specialist. Instead, a retrobpe valuation was performed by management, wigut from
Vector Capital. Contemporaneous valuations werehtgined because we were a private company amnshspt
were granted on a frequent basis. Therefore, itimasactical to obtain a valuation at each gramedé/e believe
that management, as a result of their experiendé/actor Capital as a private equity firm, havevaint experienc
valuing companies. Where there was more than @ss cif shares outstanding, the enterprise valuegasly
allocated to the “as-converted” common sharesrigeaat a per share fair value.

Prior to our initial public offering, determininge fair value of our common shares required makamgplex
and subjective judgments. Management used the ie@pproach to estimate the value of the enterpFiseincom:
approach involves applying appropriate discourgs @b estimated cash flows that are based on feiseofirevenue
and costs. The enterprise value is then allocatgddferred and common shares using the probahitiighted
expected return method. Under this method, manageceasidered the specific rights and preferenfesch shar
class, and the likelihood of future outcomes. Hathagement considered a different allocation mettiad,
allocations between preferred and common sharethvinave been different.

In arriving at the fair value of our common shargs,made a number of estimates including a revgnueth
rate and a marketability discount. We used a reegmnawth rate that was based upon our financial
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results available at the valuation date and theetea industry growth rate. In addition, we usedaaketability
discount of 40% to reflect the fact that our comrsbares were not trading in a public market. This was based
upon U.S. and Canadian case law and numerous indepepre-IPO “lack of marketability” studies.

Fair Value Measurements

As of December 1, 2007, the Company has adoptezhEial Accounting Standards No. 157 (“FAS 157”) for
the fair value measurement of recurring items. AA% describes three levels of inputs that may led ts measure
fair value:

Level 1 — Quoted prices in active markets for idmaitassets or liabilities.

Level 2 — Observable inputs other than Level 1gmjsuch as quoted prices for similar assets or
liabilities; quoted prices in markets that are active; or other inputs that are observable ortman
corroborated by observable market data for sutiathnthe full term of the assets or liabilities.

Level 3 — Unobservable inputs that are supportetlitthy or no market activity and that are signéfit to
the fair value of the assets or liabilities. LeS8edssets and liabilities include financial instrumsenvhose
value is determined using pricing models, discodigish flow methodologies, or similar techniquas, a
well as instruments for which the determinatioriaof value requires significant management judgnoent
estimation.

Our interest rate swaps represent our only matiéeia impacted by the fair value measurement guidari
FAS 157. As of November 30, 2008, we have intenast swaps totaling $134.5 million, which we usenitigate
the risk of increases in the one-month LIBOR exgearate. We consider our interest rate swaps tolevel 2
measurement under the FAS 157 hierarchy, asatgely based on observable inputs over the lith@swaps in a
liquid market.

The fair value of the interest rate swaps is caled by comparing the stream of cash flows onigesifrate
debt versus the stream of cash flows that woukkarnder the floating rate debt. The floating axelf rate cash
flows are then discounted to the valuation datesigg the one month LIBOR rate at the date of @ilaation. In
order to value the interest rate swaps, manageuset observable LIBOR rates. Linear interpolatiwas used to
estimate the relevant rates along the zero coupprecTo construct the zero coupon curves, we aasH rates up
to three months inclusively, futures rates froneéhmonths to two years inclusively, and swap riates two to
thirty years. Through the implementation of FAS ]16ig fair value of the interest rate swaps incladeedit
valuation adjustment. The credit adjusted valuatialnes the swaps using an adjusted LIBOR curveifmounting
cash flows to take into account our and the copatty’s credit risk. The credit spread used fordhkulation was
based on our debt ratings in November 2008.

The valuation of the interest rate swap can beittem$o changes in the current and future one mahBOR
rates, which can have a material impact on theviire of the derivative. However, as these swapsised to
manage our cash outflows, these changes will npaanour liquidity and capital resources. Furtherensince the
majority of our interest rate swaps are deemedfastare hedging instruments, these changes danmumédct our
income from operations, as they would be inclugedther comprehensive income.

Accelerated Debt Payments

On an annual basis, we are required to make asvesép payment to fund our principal balance ont@um
loans, based on excess cash flow as defined iremior credit facility agreement. All cash sweeprpants are
classified on the balance sheet based on ouryabiiid intent to refinance the obligation on a leegn basis, the
existence of financing arrangements to allow skenra obligations to be refinanced, and the rema®i0é the
acceleration due date. Any cash sweep paymenisatsti to be payable within the next year are dlagsas a
current liability on our consolidated balance sh@ét are currently not intending to refinance ttash sweep
obligation and intend to make the payments as redui
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Each quarter end, with the exception of the quaneling on November 30, we estimate our cash sweep
payment based on our excess cash flow forecastsdantire fiscal period, based on our currenénexe, expense,
collection and payment projections. Excess cash fiocomputed in accordance with our senior crigditity
agreement. In computing our excess cash flow, veesgimates and judgment based on our experieheseT
estimates are based on current historical trendkjding new product introductions. Actual exceasthcflow could
vary materially from our estimates. An increaselecrease in excess cash flow could result fromgdam
consumer demand or other factors. Should this negi@ccur, our required cash sweet payment couddufate
significantly. Variances are considered and adfufte on a quarterly basis.

As of November 30, 2008, we estimated our cash gywagment in accordance with the agreement, based o
our excess cash flow, which is calculated basedusractual current revenue, expense, collectiodscartain
payments. We expect to make a payment of approglyn@17.5 million in February 2009, and as such #rmount
has been classified as a current liability.

RECENTLY ISSUED ACCOUNTING PRONOUNCEMENTS

In March 2008, the FASB released FAS 1@lisclosures about Derivative Instruments and Hedpi
Activities— an amendment of FASB Statement No. 1B3is Statement is effective for financial statenseasued
for fiscal years and interim periods beginning @evember 15, 2008, which for us is the interimiqe ending
February 28, 2009. This statement requires thaobives for using derivative instruments be disetb terms of
underlying risk and accounting designation, in otdebetter convey the purpose of derivative usetims of the
risks that we are intending to manage. We are otiyrassessing and evaluating the new disclosuyainements for
our derivative instruments, and in particular cierest rate hedges on our term loans.

In December 2007, the FASB issued SFAS No. 14lideeh2007)Business CombinatiofSFAS No. 141(R))
SFAS No. 141(R) retains the fundamental requiremehthe original pronouncement requiring thatphiechase
method be used for all business combinations. SNASL41(R) defines the acquirer as the entity tidains contrc
of one or more businesses in the business combimastablishes the acquisition date as the datdtth acquirer
achieves control and requires the acquirer to reizeghe assets acquired, liabilities assumed agdhancontrolling
interest at their fair values as of the acquisitiate. SFAS No. 141(R) also requires that acqarsitelated costs be
recognized separately from the acquisition. SFASMA(R) is effective for fiscal years beginningarafter
December 15, 2008, which for us is the fiscal yesginning December 1, 2009.

In May 2008, the FASB issued FASB Staff PositioBRfy Financial Accounting Standard (FAS)
142-3,Determination of the Useful Life of Intangible Alssevhich is effective for fiscal years beginningeaft
December 15, 2008 and for interim periods withiosthyears, which for us is the fiscal year begigiiecember 1,
2009. FSP FAS 142-3 provides guidance on the rdmavextension assumptions used in the determinatidhe
useful life of a recognized intangible asset. Titent of FSP FAS 142-3 is to better match the u$iééuof the
recognized intangible asset to the period of thpeeted cash flows used to measure its fair valiedd/not expect
FSP FAS 142-3 to have a material effect on our @ateted financial statements.
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QUARTERLY FINANCIAL DATA

200¢

Revenue
Product
Maintenance and servit
Total revenue
Cost of revenues
Cost of product:
Cost of maintenance and servit
Amortization of intangible asse
Total cost of revenue
Gross margir
Operating expense
Sales and marketir
Research and developmt
General and administratic
Restructuring
Total operating expens:
Income from operatior
Other expenses (incom
Interest expense, n
Amortization of deferred financing fe
Expenses associated with evaluation of strategic
alternatives
Other nor-operating (income) expen
Income (loss) before tax
Income tax expense (recove

Net income (loss

Other comprehensive income (los
Total comprehensive lo!

Net income (loss) per shal
Basic
Corel commor
Fully diluted
Corel commor

Quarter Ended

Feb. 28 May. 31 Aug. 30 Nov. 30 Total Year
(Unaudited)
(Dollars in thousands, except number of shares amer share
amounts)

$59,36: $60,24¢ $ 59,72t $62,62: $241,96(
6,182 6,79 6,50 6,79( 26,27(
65,54 67,04 66,22¢ 69,41/ 268,23(
15,22% 14,00¢ 15,21¢ 17,00( 61,45:
167 132 118 11€ 52¢
6,414 6,41¢ 6,41¢ 6,38¢ 25,63¢
21,80¢ 20,55¢ 21,74¢ 23,50( 87,61¢
43,73¢ 46,48¢ 44,47¢ 45,91« 180,61t
19,68¢ 20,74¢ 17,94: 18,41¢ 76,791
12,09: 11,71¢ 10,61( 10,09¢ 44,513
8,811 8,64( 8,37¢ 7,18¢ 33,015
17¢€ 447 293 1,96( 2,87¢
40,76¢ 41,55! 37,22: 37,66: 157,19¢
2,972 4,93¢ 7,251 8,252 23,41¢
4,28¢ 2,93 3,54( 3,491 14,25:
27C 27C 27C 271 1,081
— 70% 992 1,031 2,72¢
(1,469 102 1,03¢ 2,11c 1,78/
(122) 92t 1,421 1,347 3,571
(92) (5) (177) 13€ (136)
$ (B0 $ 93C $ 159 $120¢ $ 3,707
$(3,609 $290: $ (649 $(2,080 $ (3,430
$(3,635) $383 $ 95C $ (87) $ 277
$ (000) $ 004 $ 0.06 $ 00t $ 0.14
$ 000 $ 004 $ 0.06 $ 00° $ 0.1¢
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Quarter Ended

2001 Feb. 28 May. 31 Aug. 30 Nov. 30 Total Year
(Unaudited)
(Dollars in thousands, except number of shares arukr share
amounts)

Revenue

Product $47,30¢ $59,55! $ 55,01¢ $66,39¢ $228,27:

Maintenance and servit 5,33( 5,47¢ 5,352 6,04% 22,20¢

Total revenue 52,63¢ 65,03: 60,37( 72,444 250,48(
Cost of revenues

Cost of product: 8,491 14,02¢ 12,167 15,15¢ 49,84¢

Cost of maintenance and servii 19¢ 221 244 13z 79€

Amortization of intangible asse 5,75i 6,37 6,92 7,064 26,11¢
Total cost of revenue 14,45: 20,62( 19,33¢ 22,35! 76,761

Gross margit 38,18 44,41: 41,034 50,09! 173,71¢
Operating expense

Sales and marketir 17,27¢ 17,71t 17,59( 18,98 71,56:

Research and developm 11,59¢ 11,07( 11,93¢ 11,76: 46,36¢

General and administratic 8,662 8,57t 7,762 9,38( 34,38(

Acquired ir-process research and developn 7,831 — — — 7,831

InterVideo integration expen: 78t 86C 2,22 1,35¢ 5,22(

Restructuring — — — 1,447 1,447
Total operating expens 46,14¢ 38,22( 39,51. 42,92¢ 166,80¢
Income (loss) from operatiol (7,967 6,192 1,522 7,165 6,91(
Other expenses (incom

Interest expense, n 3,921 3,71¢ 4,19¢ 4,42 16,25/

Amortization of deferred financing fe 265 26¢ 27C 27C 1,07¢

Other nor-operating (income) expen (632) 47¢ (497) (149 (799

Income (loss) before taxi (11,52) 1,72¢ (2,44¢) 2,622 (9,619
Income tax (recovery) provisic 35E (587) 4,314 (639) 3,44:
Net income (loss $(11,87¢ $ 2,31: $ (6,760 $ 3,261 $(13,06)
Other comprehensive (loss) incol — — 56 (737) (675)
Total comprehensive (loss) incor $(11,87¢ $ 2,31 $ (6,709 $ 2,53( $(13,73)
Net income (loss) per shal

Basic $ (04 $ 00 $ (027 $ 0.1z $ (0.52
Fully Diluted $ (04 $ 00 $ (027 $ 0.1z $ (0.52

Variance from Fourth Quarter Guidance

On December 11, 2008, we updated our financialaguid for our fourth quarter ended November 30, 2608
that time we projected GAAP net loss in the ran@d $nillion to $2.1 million and GAAP net loss pérase in the
amount of $0.00 to $0.08. Ultimately we achievetineome of $1.2 million during the fourth quartaich was
$1.3 million greater then the outside range inguidance, and net earnings per share of $0.05 wirsh$0.05
greater then the outside range in our guidance prineipal source of the variance relates to actdn in a loss
contingency recorded in cost of products, which lbegn established in connection with the purchéssterVideo,
based on a dispute with one of its suppliers. Bselution to this dispute occurred subsequentdal#ite of this
guidance, but prior to the date of issuance offimancial statements. In accordance with GAAP, aechupdated
this material estimate in our results for fiscaD20
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK.
Quantitative and Qualitative Disclosures About Market Risk

Market risk is the risk of a loss that could affeat financial position resulting from adverse ofpesin the
financial markets. Our primary risks relate to #&ses in interest rates and fluctuations in foreignency exchanc
rates. Our market risk sensitive instruments wérerdgered into for non-trading purposes.

Interest Rate Risk

Our exposure to interest rate risk relates primaailour long-term debt. We have significantly kargmounts
of interest bearing debt as compared to interestig assets. The risk is associated with increiasim prime
lending rate, as a significant portion of the dedot a floating rate of interest based on the LIB@xR.

Given the amount of debt that we have, if LIBOResatvere to rise significantly, the resulting instreost coul
materially affect the business. Our annual inteegpense, after considering our interest rate swegisare deemed
as effective hedging instruments, would changeppraimately $332,000 for each 0.5% change in @gerates
based on debt outstanding as of November 30, 20@®nnection with the current debt facility, weeusterest rate
swaps to limit our exposure to changing interetgsrand future cash outflows for interest. Interatt swaps
provide for us to pay an amount equal to a spetffieed rate of interest times a notional principaiount and to
receive in return an amount equal to a variable o&interest times the same notional amount.

As of November 30, 2008, our interest rate swapsed an aggregate notional principal amount of
$134.5 million (or approximately 86% of our interbgaring debt) from floating rate interest payrnsamder our
term loan facility to fixed interest rate obligaii& The variable rate of interest is based on cartmLIBOR plus
4.00%. The fixed rates range from 8.93% to 9.49%riry our fiscal year ended 2008, we have recondlegime of
$7,000 as a result of recording a portion of thieserest rate swaps at fair value. As of Novemlier208,
$90.0 million of these interest rate swaps havelissignated as effective hedging instruments agayains or
losses on these items are recorded in other compsele income.

As of November 30, 2007, our interest rate swapseded an aggregate notional principal amount of
$109.5 million (or approximately 69% of our interbgaring debt) from floating rate interest paynsamder our
term loan facility to fixed interest rate obligati The variable rate of interest was based omuoeth LIBOR plus
4.00%. The fixed rates ranged from 8.93% to 9.4B%iing our fiscal year ended 2007, we recordecdsa tf
$392,000 as a result of recording these inter¢ststaaps at fair value.

We assess the effectiveness of our interest reapsas defined in Financial Accounting Standards188
Accounting for Derivative Instruments and Hedgirgivities (“FAS 133”), on a quarterly basis. We have
considered the impact of the current credit ciisiie United States and the downturn in the glelsahomy in
assessing the risk of counterparty default. Weelielthat it is still likely that the counterpartyr these swaps will
continue to act throughout the contract period, @ad result we continue to assess the swapseasieffhedging
instruments. If there was to be a counterpartywetiring the life of the contract, there couldébmaterial impact
on future cash flows as well as interest expenserded on our statement of operations. To the éxten the
interest rate swaps continue to be in a liabiltgifion the impact would not be adverse.

Foreign Currency Risk

Most of our employees are located in Canada angaraiWe incur a disproportionate percentage ofsdost
Canadian and Taiwanese dollars as compared to @anaad Taiwanese dollar denominated revenuesidition
we have a disproportionate amount of revenues in’Eand Japanese Yen, as compared to costs inskamd
Japanese Yen. We are therefore exposed to Idss @anadian and Taiwanese dollar appreciates agiains
U.S. dollar, and the Euro and the Japanese Yerediepe against the US dollar.
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We manage our financial exposure to certain forexghange fluctuations with the objective of mirimg the
impact of foreign currency exchange movements groparations. We try to minimize the effect of chas in
U.S. and Canadian dollar exchange rates on ounésssithrough the purchase of forward exchangeastrAs of
November 30, 2008, Corel has three U.S. dollaridorexchange contracts outstanding of approxima&850,00(
each, which were settled by January 5, 2009. Add$4.26,000 was recorded on these contracts &ydlar ending
November 30, 200¢

As of November 30, 2007, Corel has two U.S. ddbaeign exchange contracts of $1.2 million, whichres
settled on December 10, 2007 and December 21, 20és of $138,000 was recorded on these contfacthe
year ending November 30, 20(

As we also operate internationally, a portion of lbusiness outside North America is conducted mericies
other than the U.S. dollar. Accordingly, the resait our business may also be affected by fluaiunatin the
U.S. dollar against certain European and Asianecigies, in particular the Pound Sterling, the Yied the Euro.
Our exposure to these and other currencies isaflgnnitigated due to certain hedges naturally ogog in our
business as we have decentralized sales, markatthgupport operations in which most costs ard maaency
based.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

Our consolidated financial statements and supplémgdata and the report of independent auditasetin set
forth below.

Quarterly financial information set forth in thisnAual Report on Form 10-K under “Item 7 Management’s
Discussion and Analysis of Financial Condition d@elsults of Operatior” is incorporated herein by reference.
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Independent Auditors’ Report
To the Shareholders of Corel Corporation:

We have completed integrated audits of Corel Cafpam’s 2008 and 2007 consolidated financial stateis)
an audit of its internal control over financial ogfing as of November 30, 2008, and an audit 236
consolidated financial statements. Our opinionsglaon our audits, are presented below.

Consolidated Financial statements

We have audited the accompanying consolidated balsimeets of Corel Corporation as at November (308 2
and November 30, 2007, and the related consolidatedments of operations, cash flows and chamges i
shareholders’ deficit for each of the years inttiree year period ended November 30, 2008. Thaaadial
statements are the responsibility of the Compamgdsagement. Our responsibility is to express aniopion these
financial statements based on our audits.

We conducted our audits of the Company’s finanstalements in accordance with the standards d?tléic
Company Accounting Oversight Board (United Statéhpse standards require that we plan and perfoenatdit t
obtain reasonable assurance about whether thecfal@tatements are free of material misstatenfamaudit of
financial statements includes examining, on aliasts, evidence supporting the amounts and diselssn the
financial statements. A financial statement auldiv ncludes assessing the accounting principled asd
significant estimates made by management, and avaduthe overall financial statement presentative. believe
that our audits provide a reasonable basis foopinion.

In our opinion, the consolidated financial statetegaferred to above present fairly, in all matenéspects, the
financial position of the Company as at NovemberZ8®8 and November 30, 2007, and the results afgerations
and its cash flows for each of the years in thedtyear period ended November 30, 2008 in accoedaiih
accounting principles generally accepted in thetdéhStates of America.

Internal control over financial reporting

We have also audited Corel Corporation’s interaitm| over financial reporting as at November 2008
based on criteria establishedimernal Control — Integrated Framewoitsued by the Committee of Sponsoring
Organizations of the Treadway Commission (COSOg Cbmpany’s management is responsible for maimigini
effective internal control over financial reportingd for its assessment of the effectiveness efniat control over
financial reporting, included in Management’s Remor Internal Control over Financial Reporting ageg under
Item 9A. Our responsibility is to express an opmanm the effectiveness of the Company’s internatmb over
financial reporting based on our audit.

We conducted our audit of internal control oveafinial reporting in accordance with the standafdbe
Public Company Accounting Oversight Board (Unitedt&s). Those standards require that we plan arfiorpethe
audit to obtain reasonable assurance about whetfeetive internal control over financial reportingis maintained
in all material respects. An audit of internal gohbver financial reporting includes obtaining@arderstanding of
internal control over financial reporting, assegdime risk that a material weakness exists, tesththevaluating the
design and operating effectiveness of internalrocbibiased on the assessed risk, and performingathein
procedures as we consider necessary in the ciranges. We believe that our audit provides a reddetasis for
our opinion.

A company'’s internal control over financial repogiis a process designed to provide reasonablesass
regarding the reliability of financial reportingathe preparation of financial statements for exaepurposes in
accordance with generally accepted accounting ipfeez A company’s internal control over finanaiaporting
includes those policies and procedures that (fppeto the maintenance of records that, in redsergetail,
accurately and fairly reflect the transactions disghositions of the assets of the company; (iiyvjule reasonable
assurance that transactions are recorded as ngctsparmit preparation of financial statementadcordance wit
generally accepted accounting principles, andréipts and expenditures of the company are breadg only in
accordance with authorizations of management anedtdirs of the company; and (iii) provide reasoaassurance
regarding prevention or timely detection of unauitrex!
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acquisition, use, or disposition of the companygseds that could have a material effect on then@izé statements.

Because of its inherent limitations, internal cohtver financial reporting may not prevent or dete
misstatements. Also, projections of any evaluatibeffectiveness to future periods are subjecheorisk that
controls may become inadequate because of chamgesdlitions, or that the degree of compliance wWithpolicies
or procedures may deteriorate.

In our opinion, the Company maintained, in all maleaespects, effective internal control over fical
reporting as at November 30, 2008 based on crigstizblished in Internal Control — Integrated Frewowk issued
by the COSO.

/sl PricewaterhouseCoopers LLP

Chartered Accountants, Licensed Public Accountants
February 6, 2009

Ottawa, Ontario
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COREL CORPORATION

CONSOLIDATED BALANCE SHEETS
(In thousands, U.S. dollars)

As of November 30,

Note 2008 2007
ASSETS
Current asset:
Cash and cash equivale 3 $50,26( $ 24,61¢
Restricted cas 15¢ 217
Accounts receivabl
Trade, ne 4 33,24: 41,09:
Other 2,93 11€
Inventory 6 1,56: 72¢
Income taxes recoverak 12 78E 1,47C
Deferred tax asse 12 3,13¢ —
Prepaids and other current as: 2,45¢ 3,27¢
Total current asse 94,53: 71,515
Capital asset 8 10,54¢ 8,971
Intangible asset 8,9 67,02¢ 92,01(
Goodwill 9,1C 82,34: 88,64:
Deferred financing and other lc-term asset 2,7 4,94 5,69¢
Total assets $259,39¢ $266,83
LIABILITIES AND SHAREHOLDERS ' DEFICIT
Current liabilities:
Accounts payable and accrued liabilit 11 $64,37¢ $ 67,29(
Due to related partie 5 341 —
Income taxes payab 12 1,22¢ 728
Deferred revenu 15,19( 15,70
Current portion of lon-term debt 13 19,09t 2,24¢
Current portion of obligation under capital lea 14 621 767
Total current liabilities 100,84 86,73¢
Deferred revenu 2,404 2,36¢
Income taxes payab 12 12,96( 11,69:
Deferred income tax liabilitie 12 13,05¢ 20,75¢
Long-term debt 13 137,26 156,35¢
Accrued pension benefit obligati 15 261 1,11¢
Obligation under capital leas 14 962 2,114
Total liabilities 267,75¢ 281,13
Commitments and contingenci 14
Shareholder deficit
Share capital
Corel Common Shares (par value: none; authorizélinited; issued and
outstanding: 25,823 and 25,457 shares, respecti 16 43,99: 40,65:
Additional paic-in capital 16 9,19¢ 5,92¢
Accumulated other comprehensive I (4,157 (723)
Deficit (57,40 (60,159
Total shareholde’ deficit (8,369 (14,300
Total liabilities and shareholders’ deficit $259,39¢  $266,83

See Accompanying Notes to the Consolidated FinhSts#ements
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COREL CORPORATION

CONSOLIDATED STATEMENTS OF OPERATIONS
(In thousands, U.S. dollars, except per share data)

Year Ended November 30

Note 2008 2007 2006
Revenues
Product $241,96( $228,27: $157,31¢
Maintenance and servic 26,27( 22,20¢ 19,87
Total revenues 19 268,23( 250,48 177,19:
Cost of revenues
Cost of produc 61,45: 49,84¢ 21,33¢
Cost of maintenance and servi 52¢ 79€ 1,142
Amortization of intangible asse 25,63¢ 26,11¢ 14,36¢
Total cost of revenues 87,61¢ 76,76 36,841
Gross margin 180,61! 173,71 140,34«
Operating expenses
Sales and marketir 76,79: 71,56: 54,85
Research and developm 44 51: 46,36¢ 25,88:
General and administratic 33,017 34,38( 24,28t
Acquired ir-process research and developn 9 — 7,831
InterVideo integration expen: 9 — 5,22( 35¢
Restructuring 17 2,87¢ 1,44 81C
Total operating expense: 157,19¢ 166,80! 106,18
Income from operations 23,41¢ 6,91( 34,157
Other expenses (income
Loss on debt retireme 13 — — 8,292
Interest incomi (459) (729 (97¢)
Interest expens 14,71 16,97¢ 12,30¢
Amortization of deferred financing fe 1,081 1,07¢ 1,18C
Expenses associated with evaluation of stratetgecrealtives 21 2,72¢ — —
Other nol-operating expense (incorr 1,78¢ (799 (565)
Income (loss) before income taxe 3,571 (9,619 13,91¢
Income tax expense (recove 12
Current 4,397 3,52¢ 3,411
Deferred (4,539 (83 1,257
Total Income tax expense (recove (13€) 3,44: 4,66¢
Net income (loss $ 3,707 $(13,067) $ 9,251
Other comprehensive loss, net of taxes of $nil (3,430 (67E) (137)
Comprehensive income (loss) $ 277 $(13,73) $ 9,1
Net income (loss) per Corel common shart 18
Basic $ 014 $ (052 $ 0.41
Fully diluted $ 014 $ (057 $ 0.4C
Weighted average number of Corel common share
Basic 25,63 24,95 22,41(
Fully diluted 26,18¢ 24,95 23,15¢

See Accompanying Notes to the Consolidated FinhBté#ements
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COREL CORPORATION

CONSOLIDATED STATEMENTS OF CASH FLOWS

(In thousands, U.S. dollars)

Note

Cash flow from operating activities
Net income (loss
Depreciation and amortizatic
Amortization of deferred financing fe
Amortization of intangible asse
Stocl-based compensatic 16
Provision for bad deb:
Deferred income taxe
Unrealized foreign exchange loss on forward exchammtract:

Acquired ir-process research and developn 9
Loss on disposal of fixed ass:
Loss on early retirement of de 13

Gain on sale of investmer
Loss (gain) on interest rate swap recorded awtdire
Net gain from defined benefit pension p
Change in operating assets and liabili 20
Cash provided by operating activities
Cash flow from financing activities
Restricted cas
Proceeds from operating line of cre
Repayments of operating line of cre
Proceeds from lor-term debt 13
Repayments of lor-term debt 13
Repayments of capital lease obligatis
Payments on deferred purchase p
Financing fees incurre
Proceeds from public offering, net of costs of $8,
Proceeds from exercise of stock opti
Dividends
Other financing activitie
Cash provided by (used in) financing activities
Cash flow from investing activities
Proceeds on disposal of investme
Purchase of InterVideo, net of cash acqu 9
Purchase of capital assets and licer
Cash used in investing activitie!
Effect of exchange rate changes on cash and casia&mnts
Increase (decrease) in cash and cash equivale
Cash and cash equivalents, beginning of peric

Cash and cash equivalents, end of peric

Supplemental disclosures
Cash paid for intere:
Cash paid for income tax
Share consideration on acquisitic
Purchases of capital assets under capital 14

See Accompanying Notes to the Consolidated FinhBté#ements
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Year Ended November 30

2008 2007 2006
$3707 $(13,06) $ 9,25
4,45¢ 3,471 1,60¢
1,081 1,07¢ 1,18(
25,63« 26,11¢ 14,36¢
6,301 5,48¢ 3,23:
1,09: 252 192
(4,539) (83 87¢€
12€ 147 15C
— 7,831 —
19€ 102 —
— — 8,29:
(822) — —
@) 392 81C
(184) — —
(1,544) (5,239 (3,736)
35,50 26,49¢ 36,22
58 50C 24¢
— 48,00( —
— (48,000) —
— 70,00 90,00(
(2,249) (2,149  (150,32)
(1,08¢) (315) —
— (1,685 (5,259
— — 69,13:
311 5,40¢ —
— — (7,500)
(96) 51 (184)
(3,060) 71,80¢ (3,885)
47" — —
—  (120,91) —
(7,100 (3,84%) (1,906)
(6,625 (124,760 (1,906)
(175) 38 (150)
25,64t (26,41%) 30,28«
24,61 51,03( 20,74¢
$50,26( $ 2461 $ 51,03(
13,81" 16,48¢ 9,61:
3,97¢ 3,20¢ 5,52¢
— — 35,13¢
— 3,07¢ —
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COREL CORPORATION

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS’ (DEFICIT) EQUITY
(In thousands, U.S. dollars)

Accumulated
Other Additional Retained Total
Corel Common Comprehensive Paid in  Earnings Shareholder¢

Note Shares Loss Capital  (Deficit) Deficit

Balances at November 30, 20C 24,53t $30,72: $ (46)$ 4,617 $(47,099 % (11,807
Net loss $ (13,069 $ (13,06%)
Other comprehensive lo — — (675 — — 3 (675)
Stock based compensati 16 — — — 3 5,48¢ — 5,48¢
Acquisition of InterVideo option 9 — — — % 71¢ — 71¢
Options exercised, net of issue cc 16 922 $ 9,93( — $ (4,899 — 5,037
Balances at November 30, 2007 25,457 $40,65- $ (72))$  5,92¢ $(60,157) $ (14,300
Net income — — — — 3,707 3,707
Other comprehensive lo — — % (3,430 — — % (3,430
Stock based compensati 16 — — — 3 6,301 — 6,301
Adjustment to Retained Earnings upon implementation

FIN 48 12 — — — —$ (9598 (952)
Options exercise 16 36€ $ 3,34C — $ (3,029 — 311
Balances at November 30, 20C 25,827 $43,99: $ (4,15)$  9,19¢ $(57,40) $ (8,36%)

The components of total other comprehensive losthfoyears ended November 30, 2008, 2007 and 2@06

as follows:

2008 2007 2006
Actuarial gain recognized for defined benefit p(ante 15) $ 506 $ 931 $ —
Loss on interest rate swaps designated as hedgtes2) (3,619 (1,82)) —
Unrealized losses on securities (nott (322) 21 (13)])
Other comprehensive income (loss $(3,430 $ (675 $(13)])

See Accompanying Notes to the Consolidated FinhSts#ements
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COREL CORPORATION

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(All amounts in thousands, U.S. dollars, unless oéhwise stated)

1. Nature of Operations

Founded in 1985, Corel Corporation (“Corel” or tiimmpany”) is a global packaged software compart wi
products for the Graphics and Productivity market the Digital Media market. At November 30, 200
Company’s significant Graphics and Productivitygurots includeCoreDRAW Graphics Suite, WinZip,
WordPerfect Office Suite, iGrafx Flow Charter , €bPainter, Corel DESIGNER Techinical Su@ad its
significant Digital Media products includ&inDVD, Corel PaintShop Pro Photo, DVD Movie FagtovideoStudio,
Photo ImpacandMediaOne .

2. Summary of Significant Accounting Policie
Basis of consolidation

The consolidated financial statements include tu@ants of Corel and its wholly-owned subsidiarfgs.
material intercompany transactions and balances hagn eliminated.

Estimates and assumptions

The preparation of these financial statements toiformity with US GAAP and requires managemernhake
certain estimates and assumptions that affectefh@rted amounts in the consolidated financial states, and the
disclosures made in the accompanying notes. Exanglestimates include the provisions for salesrnstand bad
debts, estimates related to loss contingenciesyatgts associated with annual goodwill impairmestg,
assumptions used to determine the fair value efé@st rate swaps, estimates used to determinashesaveep
payments required under our term loan agreemenéstimiates of deferred income tax assets anditiabilWe als:
use estimates when assessing impairments in thgr@avalues of purchased intangible assets, egeiprand other
long-lived assets and in determining their remajréconomic lives. In addition, we use assumptioherw
employing the Black-Scholes valuation model toreate the fair value of options. Despite the Compmimgention
to establish accurate estimates and use reasashleptions, actual results may differ from thesienates.

During fiscal 2008, due to the availability of ingmed provision related information, the Companyngea the
methodology for estimating the provision for protteturns in order to improve on the accuracy efamounts
recorded as well as the timeliness of its finansiatement preparation process. In accordanceStéttement In
accordance with financial accounting standards1$d.—Accounting Changes and Error Corrections
(“FAS 154"), the Company has determined that thia change in estimation methodology and accorglisg
change in estimate. The change in estimate hakedsn an increase in fiscal 2008 revenues of axprately
$2.0 million and increased accounts receivable #illion as at November 30, 2008. The effedhid change in
estimate was to increase both our basic and fillyedl earnings per share by $0.07, from $0.0héo$0.14
currently reported on our statement of operations.

Business combinations

Corel accounts for business acquisitions usingtitehase method of accounting and records defiuaid
intangible assets separate from goodwill. Intarggédssets are recorded at their fair value basedtimates as at the
date of acquisition. Goodwill is recorded as thedeal amount of the purchase price less the firevassigned to
the individual assets acquired and liabilities assd as at the date of acquisition.

Software revenue recognition

The Company recognizes revenue in accordance water8ent of Position (“SOP”) 97-2%oftware Revenue
Recognitior” issued by the American Institute of Certified Palfliccountants (“AICPA”),
SOP 98-9/Modification of 97-2, Software Recognition withgpect to Certain Transactiongihd Staff Accountin
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COREL CORPORATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS — (C ontinued)

Bulletin (“SAB”) No. 101 and No. 10ZRevenue Recognition in Financial Statementssued by the Securities and
Exchange Commission (“SEC”).

The Company records revenue when persuasive edddran arrangement exists, there are no significan
uncertainties surrounding product acceptance,abe ére fixed or determinable and collection isioETed
probable.

The Company'’s application of SOP 97-2 requires fjoégt, including whether a software arrangementiges
multiple elements, and if so, whether vendor-speoibjective evidence (“VSOE”") of fair value exists those
elements. The Company’s VSOE is based on the adsdgirice when the elements are sold separatefgeS
customers receive certain elements of the Compamgucts over a period of time. Changes to thmefds in a
software arrangement, the ability to identify VS@Ethose elements and the fair value of the respeelements
could materially affect the amount of earned angauned revenue.

The Company sells maintenance contracts that iedlue right to unspecified upgrades of softwarerlges on
a when-and-if-available basis and customer supfaites of maintenance contracts are considereccpostct
support, and the fees are deferred and recognizeglvanue ratably over the term of the maintenan@mgement,
which is generally 12 or 24 months. Deferred reeisunot contingent upon any specific delivery afduct since
upgrades are only provided when-and-if-available.

The Company recognizes revenues from the sals phitkaged software when legal title transferscivig
generally when the product ships or, in the cassedhin agreements, when products are delivereetadlers. The
Company sells some of its products on consignneergdellers and retailers and recognizes reventbdse
consignment transactions only when the end-usertes occurred.

Under the Company'’s revenue recognition policyd&M customers, the Company recognizes revenue based
on the evidence of products sold by our OEM custsrteeend customers or to the OEM’s sales chararéhers.
Under certain agreements where post contract sugipLS”) is granted to OEM for a period greateartta year,
revenue is recognized ratably over the contra®@8 period. Typically, the Company’s OEM custontarsot
have the right to claim a credit or refund for retifrom OEM'’s sales channel partners or end custsiack to the
OEM. However, in the few instances where Coreldrasited its OEM customers with the right to claimefund or
credit to a certain capped percentage of the coreirmount, the Company defers revenue based arotiieactual
return cap until it is able to establish a reastmedturns estimate based on historical returviagtithat is specific
to the respective sales channel, product line ontry.

End-user sales are made directly through the Coyiparebsites without upgrades. Websales revenue is
recognized, net of returns, upon the delivery efihoduct and the receipt of payment by credit.card

At the time of contract signing, the Company assesghether the fee associated with the revenusdctions
is fixed or determinable based on the payment texsseciated with the transaction and considertethéo be fixed
or determinable if it is due within the Companytamal payment terms, which are generally 30 to &3sdrom
invoice date.

The Company assesses collectibility based on a aunftfactors, including past transaction histoithvthe
customer and the credit-worthiness of the custoihéris determined that collection of a fee istmeasonably
assured, management defers the fee and recogaiamsue at the time collection becomes reasonablyred, whicl
is generally upon receipt of cash.

Cost of Revenues

Royalty costs are recorded as a cost of reventiedimes revenues are recognized on the prodoictgtich
the royalty relates. Manufacturing oversight, teachhsupport, amortization, and shipping and hamtosts
associated with product delivery, are expensed@siied and included in cost of revenues.
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COREL CORPORATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS — (C ontinued)

Allowance for product returns and rebate programs

In accordance with Financial Accounting Standardar (“FAS”) 48, the Company reduces product reesnu
from distributors and retailers for estimated retubased on historical returns experience and &lotors, such as
the volume and price mix of products in the rethinnel, return rates for prior releases of thelyeg trends in
retailer inventory and economic trends that mighpéact customer demand for its products (includive t
competitive environment and the timing of new re&saof its product). The Company also reduces ptoguenue
for the estimated redemption of rebates on cedairent product sales. The Company estimates pomggor
distributor and retailer sales incentive rebatesean distributors and retailers actual perforrmagainst the terms
and conditions of rebate programs. The Companyneastis and provides for end user rebates baseddarths and
conditions of the specific promotional rebate peogr actual sales during the promotion, the amofireddemptions
received and historical redemption trends by produad by type of promotional program.

Certain customer agreements require payment bgoinepany of marketing development funds, co-opegativ
advertising fees, rebates or similar charges. Tdragany accounts for such fees in accordance witbrgimg Issue
Task Force (“EITF”) Issue No. 01-09 as a reductiorevenue, unless there is an identifiable berefit the fair
value of the charges can be reasonably estimatetiich case the Company records these transaa®onsarketing
expense. Commissions paid to third-party salessgmitatives are included in sales and marketingresgs.

Allowance for doubtful accounts

The Company maintains an allowance for doubtfubants for estimated losses resulting from the iitglof
customers to make required payments. The Compawary reviews the accounts receivable and managém
uses its judgment to assess the collectibilitypafcfic accounts. As part of the review, managemensiders
historical bad debts, changes in customer paynagmturrent economic trends. Based on this assegsame
allowance is maintained that represents what ievad to be ultimately uncollectible from such ausers. Change
in these factors result in adjustments to the alowe for doubtful accounts which are accounte@$orhanges in
estimates.

Other comprehensive income (loss)

Other comprehensive income (loss) is the changeglity of a business enterprise from non-shareholde
transactions affecting shareholders’ deficit thatreot included in net income (loss) on the comlséd statement of
operations and is reported as a separate compohsinareholders’ deficit. Other comprehensive ineqfoss)
includes any unrealized gains or losses on avei#ilsale securities, actuarial gains or losseswrdefined
pension benefit plans, and marked to market gaithssses incurred on our interest rate swaps teati@signated as
effective cash flow hedges under Statement of Eiadccounting Standards No 138ccounting for Derivative
Instruments and Hedging Activit” (“FAS 133").

Foreign currency translation

The functional currency of the Company and its gliages is the U.S. dollar. Monetary assets aakiilities
denominated in foreign currencies are re-measurét$. dollars using the exchange rates at thabalsheet date.
Non-monetary assets and liabilities denominated imifpr currencies are measured in U.S. dollars usstgrical
exchange rates. Revenues and expenses are measimggthe actual exchange rates prevailing on dte of the
transactions. Gains and losses resulting from rasorement are recorded in the Compargonsolidated Stateme
of Operations as a component of other non-operatipgnse (income). The gains (losses) on foreighange were
($2,691), $862, and $413 for the years ending Ndezr80, 2008, 2007, and 2006 respectively.
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COREL CORPORATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS — (C ontinued)

Cash equivalents

Cash equivalents are investments that are highlydiand have terms to maturity of three monthiess at the
time of acquisition. Cash equivalents typically sishof commercial paper, term deposits and baslerteptances
issued by banks and corporate debt. Cash and qaslatents are carried at cost, which approxim#ies fair
value.

Restricted cash

As of November 30, 2008 and 2007, $150 is heldusttat a law firm to pay legal fees and expen$éseo
former Board of Directors, as required by the asifjon agreement reached between Vector CapitalCand|
Corporation dated August 28, 2003, whereby Vecapital acquired Corel. Any unused funds will baureed to
Corel in 2009. As of November 30, 2008 and 2007a$® $67, respectively, represented cash deposilsdsed
premises.

Investments

Investments are made up of equity securities dladsas available-for-sale. Available-for-sale s&ges do not
qualify for accounting under the equity method heseaCorel’'s ownership interest in such investeéssisthan 20%
and the Company does not have the ability to egemsignificant influence on the investees.

All available-forsale securities are recorded at fair value. Angalized gains and losses are reported as
other comprehensive income (loss). Realized gaiddasses are included in other non-operating esgpéncome).
The Company assesses whether declines in investramnother then temporary. This assessment isntiatd by
considering current market conditions and the fom@rposition, earnings. and the future liquidifytiee company
that has been invested in. If it is determined thatdecline is other then temporary the lossdenged in the
consolidated statement of operations in other esg®n

Concentration of credit risk

Financial instruments that potentially subject @@mmpany to concentrations of credit risk consignprily of
cash and cash equivalents, restricted cash, for@aridange contracts and accounts receivable.

The Company’s cash and cash equivalents are deatadipredominantly in U.S. dollars and are priryawit
deposit with Canadian financial institutions. Casld cash equivalent deposits may exceed federalyéd limits.
As of November 30, 2008, approximately 68% of tlmmPany’s cash and cash equivalents are held orsdepith
banks, and the remaining amount is held in comrakpeiper. The largest proportion of its bank depaaie held in
Canadian banking institutions. The Company hashcstlly made short-term investments in term dejscmnd
commercial paper. There has been no history odafgults on the Company’s commercial paper traiwatAll
commercial paper on hand at November 30, 2008bé&es repaid, and subsequently reinvested.

When assessing credit risk the Company consideeshehthe credit risk exists at both the individaadl grouj
level. Consideration is given to the activity, i@giand economic characteristics when assessihgné Exists a
group concentration risk. As at November 30, 20@Gompany has one individual customer (2007 — wuiti)
balances greater then 10% of the total accoun&vadale. This customer owed $4,303 (2007 — $5,884)
approximately 12.8% (2007 — 13.7%) of the totalcacids receivable balance.

Interest rate risk

The Company’s exposure to interest rate risk relptémarily to its long-term debt. The Company has
significantly larger amounts of interest bearinptd#s compared to interest bearing assets. Thésrisk
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COREL CORPORATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS — (C ontinued)

associated with increases in the prime lending este significant portion of the debt has a flogitiate of interest
based on prime.

Given the amount of debt that the Company has wikidlot hedged, if lending rates were to rise Sigatly,
the resulting interest cost could materially afféaet business. In connection with the current dketitity (note 13),
the Company uses interest rate swaps to limixi@sure to changing interest rates and future ocatftows for
interest. Interest rate swaps provide for the Camipga pay an amount equal to a specified fixed odiaterest
times a notional principal amount and to receiveeimrn an amount equal to a variable rate of @stetimes the
same notional amount.

Fair value of financial instruments

The carrying amounts for cash and cash equivalezgfjcted cash, accounts receivable, accountiy@pand
accrued liabilities, and amounts due to relatetigmapproximates fair value due to the short nitgtof these
instruments.

The Company determines the fair value of its ofiegdine of credit and long-term debt based on reirk
information and a review of prices and terms awddat the fiscal year-end for similar obligations.

The carrying amount of 86% of the long-term delitioh is the portion that equals the notional amswfthe
outstanding interest rate swaps, combined witHahesalue of the interest rate swaps approximatevialue
because the Company has interest rate swaps wigichaked to market as at November 30, 2008. Tinaireng
long-term debt which was not hedged, has a fairevaf $21.9 million.

The carrying amount of the capital leases, whidbaised on amortized cost, is not materially difi€feom fair
value.

Fair value measurements

In September 2006, FASB released FAS 1B@jr Value Measurements{*FAS 157") and is effective for
fiscal years beginning after November 15, 2007 ciié the year ending November 30, 2008 for the Qoy.
FASB 157 defines fair value, establishes a fram&vmr measuring fair value in GAAP, and expandgldisures
about fair value measurements. In November 200BB-Agreed to a one-year deferral associated watleffiective
date for nonfinancial assets and liabilities thratre@cognized or disclosed at fair value on a rmanréeng basis. The
Company is currently assessing the deferred podidhe pronouncement. As of December 1, 2007Civ@pany
has adopted FAS 157 for the fair value measurenfericurring items.

FAS 157 describes three levels of inputs that neayded to measure fair value:
Level 1 — Quoted prices in active markets for idEaitassets or liabilities.

Level 2 — Observable inputs other than Level 1ggjcsuch as quoted prices for similar assets or
liabilities; quoted prices in markets that are active; or other inputs that are observable ortzan
corroborated by observable market data for sutiathnthe full term of the assets or liabilities.

Level 3 — Unobservable inputs that are supportetlittty or no market activity and that are signéit to
the fair value of the assets or liabilities. LeS8edssets and liabilities include financial instrumsenvhose
value is determined using pricing models, discodigish flow methodologies, or similar techniquas, a
well as instruments for which the determinatioriaif value requires significant management judgnoent
estimation.
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COREL CORPORATION
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS — (C ontinued)

The following is a summary of our items measurefaiatvalue using FAS 157 as of November 30, 2008:

Quoted
Fair Value of Prices in Active Significant
Assets Market for Other Significant
(Liabilities) at Identical Assetc  Observable  Unobservable
November 30 (Liabilities) Inputs Inputs
2008 (Level 1) (Level 2) (Level 3)
Long-term investments(1 $ % $ 9% $ — 3 =
Forward exchange contracts (12€) — (12€) —
Interest rate swaps(: (6,630 — (6,630) —

(1) The fair value of our lor-term investments is based on the closing markeeprof the investment

(2) The fair value of our forward exchange contractsased on foreign currency exchange rates as ofiber 30
2008. The fair value of our interest rate swap egrents is based on the present value of expediae feash
flows based on observable future LIBOR re

(3) using linear interpolation, inclusive of the riskrmn-performance, using a discount rate appropfiatthe
duration.

Accelerated Debt Payments

All cash sweep payments are classified on the balaheet based on the Company’s ability and itent
refinance the obligation on a long-term basis &medeixistence of financing arrangements to allowtsteom
obligations to be refinanced. The Company is natetuly intending to refinance its short term obtign and
intends to make the payment as required. As shetgdtimated cash sweep obligations due over tktel@emonths
have been classified as current liabilities.

Forward exchange contracts

Corel manages a portion of its financial exposaredrtain foreign exchange fluctuations with thgotive of
minimizing the impact of foreign currency exchamgevements on its operations.

To meet this objective Corel enters into foreignt@nge contracts from time to time for terms o lgn one
year. Contracts are with major Canadian charteagttdy and therefore n-performance by a counter party is
considered unlikely. As of November 30, 2008 Cbid three U.S dollar foreign exchange contracts of
approximately $850 each outstanding, which wergeskeby January 5, 2009. An unrealized loss of $426
recorded on this contract for the year ending Ndwen30, 2008.

As of November 30, 2007, Corel had two U.S doltaeign exchange contracts of $1,200 each, whicle wer
settled on December 10, 2007 and December 21, 20@és of $138 was recorded on these contracthéoyear
ending November 30, 2007.

In accordance with the provisions of financial agtiing statement no, 133 -Aecounting for Derivative
Instruments and Hedgind Activitie(“FAS 133"), Corel’'s forward exchange contracts lifyas derivative
instruments. These contracts are not designathddging instruments under FAS 133. These conteaetsnarked-
to-market at the end of each reporting period a&sdlting gains or losses are recorded as othepperating
expense (income) in the Company’s consolidate@istant of operations and the related liability iduded in
accrued liabilities in the consolidated balancesshBhe Company does not use derivative instrunfents
speculative purposes.
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Interest rate swaps

As of November 30, 2008, the Company has $134.komibf interest rate swaps which convert an agaieg
notional principal amount of $134.5 million (or apgpimately 86% of its interest-bearing debt) frowmeting rate
interest payments under its term loan facilityited interest rate obligations. Of this amount, $9@illion have
been designated as effective hedging instrumertsrdfAS 133 and as such any changes in the valiesé sway
is recorded in other comprehensive income. The Gomyplso has $44.5 million of interest rate swéyas are not
designated as effective hedging instruments und& £33, and as such any changes in the value sé th&aps is
recorded in interest expense. The Company doesseodlerivative instruments for speculative purposes

As of November 30, 2008, the Company has threedsteate swaps with a notional amount of $44.%ianilas
required under its senior credit facility. The @&t rate swaps qualify as a derivative and wetelesignated as a
hedging instrument at the initiation of the swapd as such, the Company has not applied hedge stirmguAt the
end of each period, the interest rate swaps ameded in the consolidated balance sheet at fairevaither in other
current assets or accrued liabilities, and anytedlgains or loses are recognized on the Compatgtement of
operations within interest expense. The varialtie odinterest is based on three-month LIBOR pl@§%. The
fixed rates range from 8.62% to 8.76%. During fi®08 and fiscal 2007, the Company recorded incoh®¥ and
a loss of $392, respectively, to reflect the failue for those interest rate swaps that have resi Hesignated as
hedges.

During fiscal 2007 and fiscal 2008, the Companyeged into additional interest rate swaps for $50illlon
and $40.0 million, respectively, with its princigahder to reduce the risk of changes in cash flasgociated with
interest payments due to changes in one-month LIBIDR interest rate swaps expire in January 20bh&;hnis
concurrent to the period which the senior credierds. The objective of the swaps is to hedgeisheof changes i
cash flows associated with the first future intepes/ments on floating rate debt with a notionabant of
$90.0 million which is subject to changes in the-enonth LIBOR rate, and therefore the cash flounftbe
derivative is expected to offset any changes irfiteeinterest payments on floating rate debt vethotional amour
of $90.0 million due to changes in one-month LIBAMRIs is a hedge of specified cash flows. As altethese
interest rate swaps are derivatives and were datsidras hedging instruments at the initiation efdvaps. The
Company has applied cash flow hedge accountingdardance with FAS 133. At the end of each petioel,
interest rate swaps are recorded in the consotidatance sheet at fair value, in either otherenirassets if it is an
asset position, or in accrued liabilities if itiisa liability position. Any related increases @ctgeases in the fair val
are recognized on the Company’s balance sheetnnatttumulated other comprehensive income.

The Company assesses the effectiveness of itegttexte swaps as defined in FAS 133, on a qualiasdis.
The Company has considered the impact of the cueredit crisis in the United States in assesdiegrisk of
counterparty default. The Company believes thiatstill likely that the counterparty for these sawill continue t
act throughout the contract period, and as a resulinues to deem the swaps as effective hedgstguments. A
counterparty default risk is considered in the &tibn of the interest rate swaps.

Management has assessed that its cash flow hedgesh ineffectiveness, as determined by the hypiotd
derivate method. Accordingly, during the years agdilovember 30, 2008 and November 30, 2007, thepaosn
has recorded its mark-to-market losses of $3.6anithnd $1.8 million, respectively, to other commrsive
income. As of November 30, 2008, the accrued nmarkdrket loss on these swaps is $5.4 million. @flss in
other comprehensive income, approximately $2.5anills expected to be re-classified into earningsng) the
fiscal period ending November 30, 2009. If the Camppartially or fully extinguishes the floatingealebt
payments being hedged or were to terminate thecistteate swap contract, a portion or all of thegar losses that
have accumulated in other comprehensive incomeduoeirecognized in earnings at that time. Prospeetind
retrospective assessments of the ineffectivenegedifedge have been and will be made at the eedabr fiscal
quarter.
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If the hedge of any of our interest rate swaps, @eesned ineffective, or extinguised by either ceypdrty, an
accumulated gains or losses remaining in other cehgmsive income would be fully recorded in inteegense
during the period.

Inventory

Inventory of product components is valued at thveeloof average cost and replacement cost. Finigheds ar

valued at the lower of average cost and net rddézzalue.
Long-lived assets

Long-lived assets are recorded at cost. Amortiradidicenses commences with the market releasieeof
associated software products and versions. Depietiand amortization are calculated using theofelhg rates an

bases:
Capital asset:
Furniture and fixture 20-33.3% per year declining balan
Computer equipmer— general Three years straight lir
Computer equipmer— research and developme 20-50% per year declining balan
Computer equipment under capital le— genera Three years straight lir
Leasehold improvemen Straight line over the term of the lec
Intangible asset
Licenses Straight line over their useful lives, generallyeth to
seven year
Acquired technologies Straight line over the remaining economic life,
generally estimated to be two to seven y:
Tradename Straight line over estimated life of five to seygrars
Customer relationships The pattern in which the economic benefits are etqu
to be realized, over an estimated life of sevemsy
Non-competition agreeme! Straight line over two years, the term of the agrest

Capital assets held under capital lease are depeeodbn the same basis as noted in the above Tdl#deates
used do not result in the amortization period @s¢hassets to exceed the terms of the associated le

The carrying values of long-lived assets are reg@¥or impairment whenever events or changes in
circumstances indicate that the carrying amounsioh assets may not be recoverable. The deteionirat
whether any impairment exist includes a comparidfogstimated undiscounted future cash flows ardigig to be
generated over the remaining life of the assdtémet carrying value of the asset. If the estichataliscounted
future cash flows associated with the asset asethes the carrying value, an impairment loss lélirecorded bas:
on the estimated fair value.

Goodwill

Goodwill represents the excess of the purchase pfiacquired companies over the estimated faireval
assigned to the individual assets acquired anditiab assumed. The Company does not amortize wiod
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but instead tests goodwill for impairment on Segiend of each year and, if necessary, recordsrapgirment in
accordance with FAS 142Goodwill and Other Intangible Assets”

A two-step test is performed to assess goodwillrfgrairment. First, the fair value of each repagtimit is
compared to its carrying value. If the fair valxeeeds the carrying value, goodwill is not impaieed no further
testing is performed. The second step is perforifridxe carrying value exceeds the fair value. Thplied fair value
of the reporting unit's goodwill must be determiraatd compared to the carrying value of the goodithe
carrying value of a reporting unétgoodwill exceeds its implied fair value, an imp@a@nt loss equal to the differet
is recorded. The Company has one reporting unit.

Software development costs

Product development costs are charged to experiseuased until technological feasibility is attaih The
Company’s internally developed software costs idelapplication and tools development, testing stetion and
localization costs incurred in production of softeéo be licensed to customers. Technological iéagiis attained
when the Compang’software has completed system testing and hasdstermined viable for its intended use.
time between the attainment of technological fahbisiand completion of software development isditenally
short, and to date, such costs have not been @at&ccordingly, the Company did not capitalize al®velopment
costs in fiscal 2008, 2007 and 2006.

The Company capitalizes software acquired througtiness combinations and technology purchasesifathly
related software under development has reacheddtxdical feasibility or if there are alternatiugtire uses for the
technology. The amortization expense is separatafsified and disclosed as a component of costvahnue.

Deferred financing charges

Deferred financing charges arise when the Compamayges long-term debt financing and are amortmest
the term of the associated debt using the effedtitezest rate method. In fiscal 2006 and 2007 Gbmpany entere
into new debt facilities. Additions to deferreddimcing charges in fiscal 2008, 2007 and 2006 weile 3,685, and
$5,259 respectively. During fiscal 2008, 2007 aff&, the related amortization expense was $1,0807/4 and
$1,180, respectively.

Income taxes

The Company accounts for income taxes under thet assdl liability method. Under this method, the @amy
recognizes deferred tax assets and liabilitieufture tax consequences attributable to differefhedseen the
financial statement carrying amounts and the tasishaf existing assets and liabilities. The Compeeoprds a
valuation allowance to reduce its deferred taxtagsean amount for which realization is more lijkgdan not.

The Company adopted FASB Interpretation 48;ounting for Uncertainty in Income TaxgBIN 48"), on
December 1, 2007. FIN 48 provides guidance for hoeertain tax positions should be recognized, nredsu
presented and disclosed in the financial statemEits48 requires the evaluation of tax positicaiesin or expected
to be taken in the course of preparing tax rettordetermine whether the tax positions have menaré-likely-
than-not” threshold of being sustained by the alie tax authority. Tax benefits related to tagifians not
deemed to meet the “more-likely-than-not” threshare not permitted to be recognized in the findrst@ements.
Upon adoption of FIN 48, the Company has electedca@ounting policy that continues to classify aecdrinterest
and penalties related to liabilities for incomedsin income tax expense.
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Investment tax credits

Investment tax credits, which are earned as atrebgualifying research and development expendguare
recognized and applied to reduce income tax expartbe year in which the expenditures are madetlasid
realization is reasonably assured.

Stock-based compensation

Stock-based compensation cost is measured at theflgrant, based on the fair value of the awand), is
recognized as an expense on a straight-line basistloe employee’s requisite service period wittequnal amount
recorded as additional paid in capital until suotetas the fair value has been fully recognized& CTbhmpany
accounts for forfeitures using an estimated raterwdetermining the fair value of the award.

Advertising costs

Advertising costs are expensed as incurred bubtiinolude expenses related to coupon programs;hndrie
applied against revenues. Advertising costs we88ED, $19,233, and $18,951 for the years endingehiber 30,
2008, 2007 and 2006, respectively.

Defined employee benefit plans

The Company maintains a defined benefit pension pid aiwan for which current service costs arerghd to
operations as they accrue based on services rehidgemployees during the year. Pension benefijatibns are
determined by independent actuaries using managéntest estimate assumptions, with accrued bengfdrated
on service. Obligations are recorded under thadmrmethod in accordance with Statement of Firenci
Accountings Standard No 15&mployers Accounting for Defined Benefit Pensionl ®ther Post Retirement
Plans” (“FAS 158"). Any curtailment gains or losses areaed in the period in which an employee is teatad,
and is allocated to either operating expenseshmaraomprehensive income in accordance with FAS Th8
Company uses a November 30 measurement date.

Leases

Leases are classified as capital or operating diipgmon the terms and conditions of the contralite costs of
assets acquired under capital leases are amodizadstraight-line basis over their estimated Udefes.
Obligations recorded under capital leases are extibg lease payments net of imputed interest.

Cash flows from lease termination penalties areadiated to their present value, and fully experaetie
inception of the penalty.

Earnings per share

The Company computes the basic earnings (losshaee by using the weighted average number of cammo
shares outstanding for the period. Diluted earn{lass) per share is based upon the weighted as@@gmon
shares outstanding for the period plus dilutiveeptial common shares, including unvested stocloaptand
restricted share units, calculated under the trgagtack method. Any stock options which have aereise price
greater than the market price at the balance slaetare not considered as dilutive potential comsi@res.

Recent accounting pronouncements

In March 2008, the FASB released FAS 1@lisclosures about Derivative Instruments and Hedgi
Activities— an amendment of FASB Statement No. 1B3is Statement is effective for financial statenseasued
for fiscal years and interim periods beginning eevember 15, 2008, which for the Company is the
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interim period ending February 28, 2009. This steet requires that objectives for using derivaihstruments be
disclosed in terms of underlying risk and accountiesignation, in order to better convey the pueprfderivative

use in terms of the risks that the Company is iitegnto manage. Management is currently assessiti@@aluating
the new disclosure requirements for our derivaithgtruments, and in particular our hedges on aun feans.

In December 2007, the FASB issued SFAS No. 14lideeh2007)Business CombinatiofSFAS No. 141(R))
SFAS No. 141(R) retains the fundamental requiremehthe original pronouncement requiring thatphiechase
method be used for all business combinations. SNASL41(R) defines the acquirer as the entity tidains contrc
of one or more businesses in the business combimastablishes the acquisition date as the datdtth acquirer
achieves control and requires the acquirer to reiceghe assets acquired, liabilities assumed agdhancontrolling
interest at their fair values as of the acquisitiate. SFAS No. 141(R) also requires that acqarsitelated costs be
recognized separately from the acquisition. SFASI™A(R) is effective for fiscal years beginningarafter
December 15, 2008, which for the Company is theafigear beginning December 1, 2009.

In May 2008, the FASB issued FASB Staff PositioBRfy Financial Accounting Standard (FAS)
142-3,Determination of the Useful Life of Intangible Alssevhich is effective for fiscal years beginningeaft
December 15, 2008 and for interim periods withiosthyears, which for the Company is the fiscal yeginning
December 1, 2009. FSP FAS 142-3 provides guidandbeorenewal or extension assumptions used in the
determination of the useful life of a recognizethimgible asset. The intent of FSP FAS 142-3 istbeb match the
useful life of the recognized intangible asseti period of the expected cash flows used to meatsufair value.
The Company does not expect FSP FAS 142-3 to havaterial effect on its consolidated financial stagnts.

3. Cash and Cash Equivalent
The components of cash and cash equivalents fqratieds presented are as follows:

November 30, 200 November 30, 200

Cash on deposit with ban

Canadian institution $ 20,12: $ 5,16¢
American institution: 6,451 10,43
Other 7,67¢ 4,77¢
Commercial pape 15,98: —
Term deposit: 4,18¢
Other 25 49
Cash and Cash Equivalentt $ 50,26(  $ 24,61t

4. Accounts Receivables and Allowance for Doubtful Acmts

The Company’s trade receivables are recorded ibalance sheet at the outstanding principal amadijotsted
for any allowances for doubtful accounts and priovis for rebates and returns.
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The components of trade receivables for the pefoesented are as follows:

November 30, 200 November 30, 200

Gross accounts receivalt $ 40,30¢ % 49,57¢
Allowance for doubtful accoun (1,357 (1,366
Provisions for returns and reba (5,709 (7,119)
Trade receivables $ 33,24  $ 41,09:

5. Related Party Transaction

In connection with certain transaction advisory kvperformed on the Company’s behalf, the Company pa
Vector Capital, the majority shareholder of the @amy, transaction fees, consulting fees and reisgoents for
expenses of $479, $172 and $115 in fiscal 20087 20@ 2006, respectively. As of November 30, 20882007,
there were amounts payable to Vector Capital oflg8#d nil, respectively. The amounts payable totMe€Capital
are unsecured and do not have any repayment terms.

6. Inventory
The components of inventory for the periods presetare as follows:

November 30, 200 November 30, 200

Product componen $ 844  $ 31C
Finished good 71€ 41¢
Inventory $ 156z § 72¢

7. Investments
The investments balance is a component of deféimadcing and other long-term assets on the balaheet.

Any unrealized gains and losses on the availabiedte securities are included in accumulated other
comprehensive income on the balance sheet. The @onias assessed that the declines in the faie wdlu
investments are temporary. The following chart sampes the Company’s gross unrealized gains arsgé$osn the
available-for-sale securities:

Year Ended November 30,
2008 2007 2006

Equity securities:

Fair value $ 96 $41¢ $ 208
Gross unrealized gail 96 41€ 203
Unrealized gains (losses) included in compreherisis@me (322) 21t (131)

Realized gain on sale of securit
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8. Long-Lived Asset:

The components of long-lived assets for the pervdsented are as follows:

November 30, 200¢ November 30, 200°
Accumulated Accumulated
Cost Amortization Cost Amortization
Capital Assets

Furniture and fixture $226: $ 1,35¢ $ 2,321 % 1,11¢
Computer equipmer— general 12,821 6,98¢ 8,28 4,891
Computer equipmer— research and developme 1,29¢ 89¢ 1,29¢ 797
Computer equipment under capital le— genera 2,861 79¢ 3,07¢ 294
Leasehold improvemen 2,02¢ 68€ 1,37 282
21,27 10,72¢ 16,35: 7,382

Less: Accumulated amortizatic 10,72¢ 7,382

Net book value $10,54¢ $ 8,971

November 30, 200¢ November 30, 200°
Accumulated Accumulated
Cost Amortization Cost Amortization
Intangible Assets

Licenses $ 657 $ 511¢ $ 4,03¢ $ 2,17¢
Acquired technologie 115,10¢ 70,70« 116,37¢ 55,32«
Trade name 32,36¢ 16,18: 32,34¢ 10,95¢
Customer relationshig 10,99¢ 6,01¢ 10,99¢ 3,29t
165,04¢ 98,01¢ 163,76 71,75

Less: Accumulated amortizatic 98,01¢ 71,751

Net book value $ 67,02¢ $ 92,01(

At November 30, 2008, given the current disruptod uncertainty in the global economy, the sigaific
decrease in the Company'’s stock price over thdikxstl quarter, and the Company’s revenues beingi than
projected, it was determined that the appropridgggéers had been reached for an impairment testl aftangible
assets. The Company performed asset recoverabity, using undiscounted cash flows based omaiter
projections for revenues and expenses. The Comgargiuded that the undiscounted cash flows excetued
carrying value of all intangible assets tested, thedefore, no impairment was recorded.
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The following table sets forth the Company’s estedauture amortization charges with respect tarigtble
assets for the five succeeding fiscal years.

Estimated
Amortization
__Expense
2009 24,86t
2010 18,59¢
2011 17,03:
2012 5,84z
2013 694
Total $ 67,02¢

9. Acquisitions
InterVideo Acquisition

On December 12, 2006, Corel completed the acquisiif 100% of the voting equity of InterVideo, apider
of Digital Media authoring and video playback saite with a focus on high-definition and DVD techogiks, for
cash of approximately $198.6 million. In 2005, higleo acquired a majority interest in Ulead, adieg developer
of video imaging and DVD authoring software for kteg, server, mobile and Internet platforms. A pathe
Companys acquisition of InterVideo, the remaining votinguéy interest in Ulead was acquired by the Compam
December 28, 2006 for cash of approximately $21illfom

The acquisition expanded the Company’s presentteeibigital Media software market by increasing its
portfolio of Digital Media and DVD video producté/ith the addition of InterVideo, Corel has extendtscresenc
in Asian markets, such as China, Taiwan and Japan.

The acquisition of InterVideo was accounted fongghe purchase method of accounting in accordaitbe
Statement of Financial Accounting Standards No.(IBAS 141") “ Business CombinatiorisAssets acquired and
liabilities assumed were recorded at their estichfaé values as of December 12, 2006, and thdtsesiu
InterVideo have been included in the Company’s obidated operations from that date.

Purchase Price

The total purchase price of the acquisition iscdigWs:

Cash consideratic— InterVideo acquisitior $198,62:
Cash consideratic— acquisition of remaining interest in Ule 21,731
Fair value of stock options assun 3,50:
Deferred stoc-based compensatic (2,789
Direct transaction cos 3,751
Restructuring cost 3,49(
Total purchase pric $228,31!

Fair value of stock options assumed

Under the terms of the acquisition agreement, &aehnVideo stock option that was outstanding and
unexercised at the date of acquisition are, onsgede exercisable for Corel Common Shares at@a oétl to 0.918
which was determined by the relative market valu€arel and InterVideo common shares at the datdasing.
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These options have a per share exercise price twtrad original exercise price of InterVideo optadivided
by the Option Exchange Ratio. There were InterVisiimek options outstanding at December 12, 200@hylince
vested, are exercisable into 1,700,717 Corel sh@lesestimated fair value of these outstandingpaptwas
$3.5 million as determined using the Black Scholetion pricing model (“Black Scholes modeltjth the followinc

assumptions:

Expected option life (year: 3toi
Volatility 16.1% to 36.1¢
Risk free interest rai 4.77% to 4.80¢
Forfeiture rate 36.79% to 45.11¢
Dividend yield Nil

The stock price used in the valuation was $10.60¢kvwas the average of closing prices for Corehimmn
shares for a range of trading days (August 23, 2bfigugh August 31, 2006) around the announcemeet d
(August 28, 2006) of the transaction. The risk-freerest rate used in the valuation was the zetgpon yield
implied from U.S. Treasury securities with equivdleemaining terms. The Company did not anticifetging any
cash dividends in the foreseeable future and therefn expected dividend yield of zero was usebenvaluation.
Corel estimated the expected term of unvested ptiy taking the average of the vesting term reimgiand the
contractual term of the option. The volatility usadhe model was based on the blended rate aftmpany’s own
stock price and the US Dow Jones Software and Cam@ervices Index.

Deferred stock-based compensation

Deferred stock-based compensation represents ttierpof the estimated fair value, measured as of
December 12, 2006, of unvested InterVideo stocloopt The fair value of unvested options exchangasl
estimated at $2.8 million using the Black Scholeslel. The stock price used in the valuation is $84which was
the closing price of Corel shares on December Q@6 2the last trading day before the close of ttiuisition. The
risk-free interest rate used in the valuation visztero-coupon yield on December 12, 2006 impliechf
U.S. Treasury securities with equivalent remairtergns. The Company did not anticipate paying ashaividend
in the foreseeable future and therefore an expetitédiend yield of zero was used in the valuatiGorel estimated
the expected term of unvested options by takingtlezage of the vesting term remaining and theraotual term
of the option. The volatility used in the model wesed on the blended rate of the Company’s owak gtoce and
the US Dow Jones Software and Computer ServicesxInthe fair value of stock options assumed has bee
included in additional paid-in capital.

The assumptions used to value deferred stock-tmsagensation are as follows:

Expected term (in year 410
Volatility 19.7 to 34.%
Risk free interest rai 4.45to 4.4%
Forfeiture rate 36.79 t0 45.1%
Dividend yield Nil

The deferred stockased compensation is being amortized to expenvagdte remaining vesting periods of
underlying options.

Direct transaction costs

Direct transaction costs of $3.8 million includeéstment banking, legal and accounting fees, amer ot
external costs directly related to the acquisition.
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Restructuring costs

In conjunction with the acquisition, managementiatéd a restructuring plan (“InterVideo plan”) aimdurred
restructuring charges related to this plan. TherWitleo plan included the reduction of headcounvs all
functions, the closure of certain facilities and termination of certain redundant operational ars$. The total
restructuring costs were estimated at $3.5 million.

As of November 30, 2007, all of the headcount rédus had been planned, identified and completed &l
facility closures had been planned and identifitayments continued to be made until May 2008 iticl to lease
costs for the portion of our Eden Prairie, Minnasoffice which is no longer occupied.

A summary of restructuring activities related te #rquisition of InterVideo that were included ast jpf the
purchase price allocation follows:

Estimated Costs
at Completion of
Purchase Price

Allocation on Balance as a
November 30, Change ir November 30

2007 Cash Payment Estimates 2008
Termination benefit $ 2,11¢ % 2,11¢ — % —
Cost of closing redundant facilitit 1,372 834 422 11€
Total $ 3,49( $ 2,952 $ 427 $ 11€

Pursuant to Emerging Issues Task Force Issue N8, 9Recognition of Liabilities in Connection with a
Purchase Business Combinati”, all restructuring charges related to the Intel®6 acquisition were recognized as
a part of the purchase price allocation and accfoieds of November 30, 2007. Cash flows from Ig¢asmination
penalties are discounted to their present value.

During the year ending November 30, 2008, the Cammatered into a new sublease agreement, which
resulted in a $396 reduction in the previous egdémand a reduction to our operating expenses.

Purchase Price Allocation

Under the purchase method of accounting, the potathase price was allocated to InterVideét tangible ar
intangible assets based on their estimated fairegahs at December 12, 2006. The excess of thhgaarice over
the value of the net tangible and identifiable mgfible assets was recorded as goodwill. The fdiregaassigned to
tangible and intangible assets acquired and lts@slassumed are based on estimates and assumptdasby
management. The allocation of the purchase prias fellows:

Amount
Cash, cash equivalents, and s-term investment $106,69:
Working capital (26,96¢)
Capital and other lor-term asset 4,05¢
Identifiable definite lived intangible asst 86,57
Deferred tax liability (20,836
Net assets acquire 149,52:
Total purchase pric 228,31!
Gooduwill from InterVideo acquisitio 78,79:
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In the year ending November 30, 2008, the Compealjzed benefits of approximately $4.7 million tethto
the settlement of a dispute involving InterVideo liess then the amount estimated in the purchase allocation.

In the year ending November 30, 2008, goodwill frilis acquisition was reduced by $6.3 million rethto the
recognition of deferred tax assets and the redudiaeferred tax liabilities related to certainwanese tax
attributes (refer to note 12).

Identifiable definite lived intangible assets:

Approximately $86.6 million was allocated to defalived intangible assets acquired, including $#iion
related to in-process research and developmerR&DP”). IPR&D represents new projects that, on tlagedof
acquisition, the related technology had not rea¢belnological feasibility and did not have anralége future use.
All IPR&D has been expensed at the date of acquisifThe values assigned to identifiable definited intangible
assets are as follows:

First Year Estimated Weighted Average
Assigned Valu¢ Amortization Life (in years)
Acquired existing technologi¢ $ 57,52( $ 10,87« 4.8
In-process research and developn 7,831 — —
Customer relationshiy 10,65: 3,04¢ 5.4
Trade name 10,57¢ 2,11% 5.C
Total $ 86,577 $ 16,03¢

To determine the fair value of intangible asse@nagement used the income approach, specificalprbsent
value of the operating cash flows generated, terdghe the fair value of existing technologies,tooger
relationships, and the trade names.

Deferred Tax Liability

Approximately $25.8 million was estimated as théeded tax liability arising from the differencetbeen the
value assigned to acquired technologies, custoet@iionships and trade names and their relatedatae. As of thi
date of acquisition, the fair value of the Inter®@ddeferred tax assets was approximately $5.0omjlfior which a
full valuation allowance was applied in the yeadiag November 30, 2007 (refer to note 12).

InterVideo Integration Expense

Integration costs relating to the acquisition dehvideo totaling $5.2 million and $358 have beecorded for
the years ending November 30, 2007 and Novembe2(BIB, respectively. These costs relate to thgjiaten of
the InterVideo business into our existing operajoncluding travel costs, retention bonuses, imenetal employee
engaged solely for integration activities, otheré@mental costs for Corel employees who workecdheriritegration
planning process, consultants for integrating systeand other one time charges for integratingesyst
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10. Goodwill

Changes in the carrying amount of goodwill werdodlsws:

Balance, November 30, 200 $ 9,85(
Addition on acquisition of InterVideo (note 78,79:
Balance, November 30, 200 $88,64:
Reduction of deferred tax liabilities related tawan assumed in the InterVideo acquisition (note (2,767
Recognition of deferred tax assets pertainingxddss carryforwards assumed in the Intervideo

acquisition (note 12 (3,539
Balance, November 30, 200 $82,34:

At November 30, 2008, given the current disrupaow uncertainty in the global economy, the sigaific
decrease in the Company’s stock price over thdikxstl quarter, and its revenues being slightlydothen
projected, the Company determined that the apmtgptiiggers had been reached to perform an imgairtest
beyond the annual goodwill impairment test. Basethe testing performed, there is no impairmerdungoodwill
as of November 30, 2008.

All goodwill identified above is hon-deductible fimcome tax purposes.

11. Accounts Payable and Accrued Liabilitie

The components of accounts payable and accrustitiesbfor the periods presented are as follows:

November 30 November 30
2008 2007

Accrued payrol $ 11,608 $ 15,77
Accrued interes 24C 13C
Trade accounts payak 8,37 13,76¢
Accrued royaltie: 30,34¢ 26,81¢
Unrealized losses on interest rate sw 6,63( 3,03t
Other accrued liabilitie 7,18¢ 7,767
Accounts payable and accrued liabilities $ 6437¢ $ 67,29(

12. Income Taxes

The Company adopted the provisions of FIN 48 onebdmer 1, 2007. As a result of the adoption of F8\the
Company’s cumulative-effect adjustment resultedrrincrease in non-current income tax liabiliti€$@52 with a
corresponding increase to the December 1, 200¢€idkélance of $952. As of December 1, 2007 the @omg had
$32.4 million of unrecognized tax benefits whidtrecognized, $12.6 million would impact the effeettax rate. A
December 1, 2007, the Company accrued approxim@fe8/million for the potential payment of interasid
penalties. For fiscal year ended November 30, 28@8Company had $1.9 million of potential interastl penaltie
which represents an increase of $680.

Using the recognition and measurement criteriallfh48 during the year ended November 30, 2008t{dted
amount of unrecognized tax benefits and relateztdést decreased by approximately $3,546, of whad6$elates 1
the lapse of applicable statute of limitations.

It is reasonably possible that the amount of urgeaed tax benefits, inclusive of related interesht, change
in the next twelve months. At November 30, 2008, éktimated decrease in the amount of
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unrecognized tax benefits relating to transferipgcbusiness deductions, loss carryforwards, ambus credits for
the next 12 months is expected to be $1,694 dtlesteeasonable possibility that audits will be elbsr the statute
of limitations will expire in various jurisdictions

The Company or its subsidiaries file income taxmes in Canada, the United States, Taiwan and wsuather
foreign jurisdictions. These tax returns are suttieexamination by local taxing authorities praddthe tax years
remain open to audit under the relevant statutenitations. The tax years 2000 to 2007 remain dpegxaminatio
by some of the major taxing jurisdictions to whtble Company is subject. Included below is a summoétiie
periods open to examination by major tax jurisdicti

Tax Years
Country Open for Examination
Canade 2000 through 20(¢
United States of Americ 2005 through 20(
Taiwan 2003 through 20(C

Income (loss) before income taxes includes for@igome of $6,060 in fiscal 2008, $1,798 in fisc@dZ, and
$10,957 in fiscal 2006.

The provision for income taxes consists of theofwlhg:

Year Ended November 30,

2008 2007 2006
Current:

Canadiar $ — ¢ — $ 73¢

Foreign 4,397 3,52¢ 2,67¢

4,397 3,52¢ 3,411

Deferred:

Canadiar — — 381

Foreign (4,537%) (83) 87¢€

(4,537) (83) 1,25i
Income tax expense $ (13€) $3,44% $4,66¢
A reconciliation of income tax at the statutoryertd the Company’s effective tax rate is as follows
Year Ended November 30,
2008 2007 2006

Income (loss) before income tax $ 3,571 $(9,619 $13,91¢
Expected statutory ra 33.5% 36.1% 36.1%
Expected tax expense (recove 1,19¢ (3,472) 5,02t
Losses not previously benefit (12,387) (529 (601)
Foreign tax rate differenct (9,38%) (9,24¢) (3,259
Change in valuation allowan: 14,40( 8,77( 87¢
Non-deductible expenses and -taxable incom 3,14¢ 5,91¢ 1,922
Change in estimate (1,499 (1,759 —
Withholding tax on foreign incom 4,38: 3,51¢ 68t
Other 10 242 19
Reported income tax expens $ (136) $3,44: $ 4,66¢
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Significant deferred tax assets and liabilitiesenvas follows, as of the dates indicated:

November 30 November 30
2008 2007

Deferred tax assets (liabilities)
Net operating losses carried forw: $ 29,006 $ 75,28
Book and tax differences on ass 44,03 53,91¢
Other 34,08: 37,71¢
Total deferred tax asse 107,12! 166,91:
Basis difference in InterVideo intangible assetstérB) (13,059 (20,759
Valuation allowance for tax asse (103,98) (166,917

Net deferred tax liability, presented as a current deferred tax asset of $3,138
(2007— $nil) and a long term deferred tax liability of $089 (2007— $20,754) $ (9,92)) $ (20,759

The deferred income tax liability of $13.1 millianises from the difference between the carryingevalf the
InterVideo intangible assets acquired and theibi@sis. A balance of $25.8 million was estimatethasleferred te
liability arising from the difference between thalwe assigned to acquired technologies, custorfaiarships and
trade names and their related tax value at theafatequisition which has decreased to $13.1 mmilas a result of
amortization recorded against these intangibldisaal 2007 and fiscal 2008 and adjustments reltdede re-
organization of digital media intellectual property

As of November 30, 2008, the Company has tax lasyfrwards of $90.6 million, which expire duritige
years 2009 to 2028. Approximately $17.1 milliortlodése losses are restricted to amounts that malaimeed eacl
year based on U.S. tax loss limitations. Duringdi2008 approximately $64.0 million of tax lossrgdorwards
expired and CDN$51.0 million will expire in fiscaD09. The Company also has investment tax creflits o
approximately $14.4 million which expire during thears 2009 to 2014.

In 2008, the Company utilized approximately $7.0ioni of Taiwanese loss carryforwards which exisaéedhe
time of the InterVideo acquisition. A deferred tsset was recorded with a full valuation allowaoecghe
acquisition of InterVideo related to these pre-asitjon loss carryforwards. The goodwill amounttbe InterVideo
acquisition was higher as a result of the valuasitmwance. On the utilization of the pre-acquisitioss
carryforwards the goodwill related to the InterVidecquisition was reduced by $1.8 million and sedefd tax
expense for the same amount was recorded.

As part of an initiative to reorganize the ownepsbi the digital media intellectual property, itiew more
likely than not that the Company will be able talize the benefit of these Taiwanese tax attribubsrefore, the
Company is removing the valuation allowance ag&aiBst million of deferred tax assets resulting reeovery of
deferred tax expense of $1.4 million related topbst acquisition loss carryforwards and a reduadtiogoodwill of
$1.7 million related to the pre-acquisition lossrgBorwards and investment tax credits.

The Company has reduced its deferred tax liabiéitsted to the Taiwanese intellectual property aequn the
purchase of InterVideo, by $2.7 million in conneatiwith the digital media reorganization. This hesulted in an
offsetting reduction in goodwill.

At the beginning of the third quarter of fiscal ZQGhe Company received a notice of reassessnmnttfre
Ministry of Revenue of Ontario (the “Ministryfor CDN$13.4 million. The Ministry reassessmentdlsys variou:
deductions related to transactions with a foreajated party claimed on our tax returns for the@@DO01 and 2002
taxation years resulting in a potential disallowan€loss carryforwards and liabilities for tax anterest. In
September 2007, Corel received further noticettimMinistry had applied tax losses and otherkaitds which
reduced the assessment from CDN$13.4 million to G&& million.
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Subsequently, in November 2007, the Company redeiwether notice of assessment regarding this,isghieh
increased the capital tax and interest owing fera@00, 2001, and 2002 taxation years. This resissag was for
CDN$7.5 million. The Company has not provided ampant in income tax payable in respect of these
reassessments as it has and continues to vigordefdnd against the reassessment. The Companitdtha fNotice
of Objection for the denied deductions and is mphocess of preparing a Notice of Objection fer¢hpital tax
issue. Although the Company believes that it withgil in the appeals process, the ultimate ligbftir the tax and
interest may differ from the amount recorded in fingincial statements. While the Company beliehas they have
adequately provided for potential assessments pibssible that an adverse outcome may lead taeriala
deficiency in recorded income tax expense and rdagraely affect liquidity. As of November 30, 200&®, amount
have been accrued.

13. Long-term Debt

On an annual basis, the Company may be requirethke a cash sweep payment to fund its principainea,
based on excess cash flow as defined in the serddit facility agreement. The Company is not odoiggl to make
total cash sweep payments over the period of time liean in excess of $40.0 million or 25% of thiiah debt. The
Company was not required to make a payment duniadirtst quarter of fiscal 2008. A cash sweep paymell be
required in February 2009 and has been estimated &pproximately $17.5 million and is includedte current
portion of long-term debt.

The components of long-term debt are as follows:

November 30, 200¢ November 30, 200°
Current Long-term Total Current Long-term Total
Term loan $19,09¢ $137,26: $156,35¢ $ 1,59¢ $156,35¢ $157,95!
Promissory not — — 653 — 658
Total $19,09¢ $137,26: $156,35¢ $ 2,24¢ $156,35¢ $158,60!¢
Line of credit $75,00¢( $75,00(
Outstanding balanc— Letter of Credi 5,60¢ 5,60¢
Available line of credi $69,39: $69,39:

The entire amount of the line of credit may notbeilable to the Company as certain debt coverandgatios
need to be maintained in order to access funds.

The future debt payments on long-term debt as afeNwer 30, 2008, are as follows:

Principal Interest Total
2009 19,09¢ 11,728 30,81¢
2010 1,59¢ 10,59( 12,18¢
2011 1,59¢ 9,622 11,21¢
2012 134,07. 3,13 137,20!
Total $156,35¢ $35,06¢ $191,42°

Term Loan

On May 2, 2006, the Company entered into a $165l®msenior credit facility consisting of a $90maillion
term loan with a six-year maturity and a $75.0 imillrevolving line of credit with a fivgear term as part of its de
restructuring, which included repayments of $150ilion on its then existing credit
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facilities. Proceeds from this refinancing wereduserepay the Comparg/existing debt at that time. As a result,
Company incurred a loss on debt retirement of $8lBon. On December 12, 2006, this facility wasearded as the
Company completed its acquisition of InterVideo &Hdad. The acquisition was partially financed thigb an
amendment to the credit facility for an additio@D.0 million of term loan borrowings. In addititrere was a
$43.0 million draw on our revolving line of credihd the remainder from cash of the combined compausing the
year ended November 30, 2007 the Company repaid $dilion of the revolving line of credit. Thereas no
balance outstanding on the line of credit as oféoler 30, 2008 and 2007, with the exception oftarlef credit ir
the amount of $5.6 million.

The credit facility agreement requires the Comp@amake fixed quarterly principal repayments of53&0f
the original principal amount on the term loan$aR5 from June 2006 to December 2006 and $400 Jaomary
2007 through to December 2011, with the balandeefoan due in April 2012. The term loan and rewd line of
credit bear interest at floating rates tied toesitihe Alternate Base Rate (“ABR”, which equal tigher of (i) the
federal funds rate plus 50 basis points, andH@)frime rate) plus 2.25% until December 2006 aB& Alus 3.00%
thereafter or Adjusted LIBOR plus 3.25% until Ded@m2006 and Adjusted LIBOR plus 4.00% thereaffer.an
annual basis, beginning the first quarter of fi08, the Company is required to make a cash spaapent to
fund its principal balance, based on excess cashdk defined in the agreement. The Company isnextjto make
a payment for the fiscal 2008 cash sweep durindistequarter of fiscal 2009 in the amount of $Lrillion. No
cash sweep payments have been required to be mddethe agreement up to November 30, 2008. Thep@oyn
incurs standby charges at a rate of 0.75% on theathline of credit, which amounted to $510 forykar ending
November 30, 200¢

In addition to the above loans, the facility alsoyides the Company with a $25.0 million lettercoédit and a
$5.0 million Swingline commitment. The applicabi¢grest rate on any borrowings is based on a Igeaiatio
pricing grid. As at November 30, 2008, a balanc%6 million was outstanding on the letter of dréar Ontario
tax and interest owing based on a notice of resassent received from the Ministry of Revenue ofddiot As at
November 30, 2008, no balance was outstandinge®wingline commitmen

In connection with the senior credit facility, ti@mpany obtained interest rate protection by emgarito
interest rate swaps with its principal lender vattotal notional amount of $134.5 million. The adlie rate of
interest is based on one-month or three-month LIRRR 4.00%. The fixed rates range from 8.19% 4@%.

The borrowings under the senior credit facility eolateralized by a pledge of all the Company'scis,
including subsidiary stock. Under the terms of ¢hedit agreement the Company is subject to relsteiciovenants,
such as restrictions on additional borrowing, dsttions and business acquisitions/divestiturealsiv includes the
following financial covenants:

» a maximum total leverage ratio, which is definedresratio of total debt to trailing four quart@msolidated
Adjusted EBITDA, as defined in the credit agreemémbe less than specified amounts over the tértimeo
facility as follows:

Period Ratio
Through to November 29, 20( 3.5C
November 30, 2007 through November 29, 2 3.2t
November 30, 2008 through November 29, 2 3.0C
November 30, 2009 through November 29, 2 2.7¢
November 30, 2010 through November 29, 2 2.5C
November 30, 2011, thereaf 2.28
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< a minimum fixed charge coverage ratio, which idrdef as the ratio of trailing four quarter consatitl
Adjusted EBITDA to fixed charges (fixed chargeslirte interest paid, scheduled repayment of prin@pa
long-term debt, capital expenditures and taxes paidaatingld) as follows

Period Ratio
Through to Nov 29, 201 2.0C
November 30, 2010 through November 29, 2 2.2
November 30, 2011, thereaf 2.5C

As of November 30, 2008, Corel was in compliancthall debt covenants.

Promissory Note

On November 30, 2005, the Company signed a promyisexie in regards to the release from its namigigts
agreement for a sporting and entertainment venndetthe terms of the note, the Company agreeepiayr
CDN$2,621 to Capital Sports Properties Inc., whiels recorded as other operating expense in fi€&8.2
Payments of CDN$600 were made in fiscal 2008 aadthie has been fully re-paid as of November 30820

14. Commitments and Contingencies

Operating leases

The Company rents office space in North Americappe, and Asia under various operating leases,iwhic
contain different renewal options. The leases bagxpire in 2009.

On August 9, 2007 management entered into a nese legreement for the rental of office space at our
corporate head office in Ottawa. The agreemennestever the period of January 1, 2008 through Bxee 31,
2017. The committed amount for basic rent overieisod is CDN$13.1 million. As part of this leemgreement th
Company received leasehold improvement incenti¥€:DiN$987.

At November 30, 2008, the minimum unaccrued commitis for our rental properties under long-term
agreements are as follows:

Operating

Leases

2009 $ 4,57¢
2010 4,52z
2011 4,28¢
2012 3,96(
2013 3,187
2014 and thereaft: 6,37:
$26,90¢

The Company recorded lease expenses of $5,909(& $5,225 for fiscal 2008, 2007, and 2006,
respectively. During fiscal 2008 the Company reedr310 of sublease rental income. Prior to tisafi period,
sublease rental income was insignificant.
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Obligations under Capital Leases

In fiscal 2007, the Company entered into varioysitehleases totaling $2,981. The leases expireanious
dates between June 2010 and July 2012, at whighttimm Company has the right, but not the obligatiopurchase
the equipment. Minimum lease payments for capasés in aggregate and for the next five yearasafalows:

Capital

Leases
2009 72C
2010 60z
2011 28t
2012 147
Total minimum lease paymer $1,75¢
Interest included in minimum payments at rates inarpetween 6.94% to 7.89 171
Present value of minimum lease payme 1,58
Less current portio 621
Obligation under capital lease Ic-term $ 962

Customer Indemnification

The Company has entered into licensing agreemaitiiscustomers that include intellectual property
indemnification clauses. These clauses are typiddle software industry and require the Compangotmpensate
customers for certain liabilities and damages iredias a result of third party intellectual propetaims arising
from these transactions. The Company has not magsignificant indemnification payment as a resfilthese
clauses and, in accordance with FASB Interpretatio. 45Guarantors Accounting and Disclosure Requirements
for Guarantees, Including Indirect Guarantees afdbtedness of Othe(*FIN 45”), has not accrued any amount
relation to these indemnification clauses.

Legal Proceedings

The Company is currently, and from time to time/alved in certain legal proceedings, as well asalzas,
claims and threatened litigation that arise inrtbemal course of its business, including assertitors third parties
that it may be infringing patents or other intellesd property rights of others and from certairoof customers that
they are entitled to indemnification from us ingest of claims that they are infringing such thpatty rights
through the use or distribution of our productse Tompany’s management evaluates the exposurede ttaims
and proceedings individually and in the aggregatt@movides for potential losses and legal costsumh litigation
if it is possible to estimate the amount of losd datermine if the loss is probable. The ultimatecome of any
litigation is uncertain and, regardless of outcolitigation can have an adverse impact on the lassifbecause of
defense costs, negative publicity, diversion of agsment resources and other factors. Failure &irobhy
necessary license or other rights on commerciatgonable terms, or otherwise, or litigation agint of
intellectual property claims could materially adsaly affect the business.

In addition, some of our agreements with custoraadsdistributors, including OEMs and online sersice
companies, require us to indemnify these partieshied-party intellectual property infringemenaahs, and many
of these indemnification obligations are not subfeanonetary limits. The existence of these indication
provisions could increase our cost of litigatiom aould significantly increase our exposure todssisom an
adverse ruling.
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During fiscal 2007 the Company received an invdioen a supplier of InterVideo relating to the pefiorior to
the acquisition date of December 12, 2006. The Gumyperformed an audit on this invoice and the Camyp
disputed some of the items invoiced. In the priecdl year, the Company accrued for what it belieteebe an
appropriate settlement. This accrual was includetié purchase price allocation. The Company resbilie disput
prior to the issuance of its financial statemeatditcal 2008 for $4.7 million less than what veaigyinally accrued.
This reduction was recorded as a reduction of aafstsvenues in fiscal 2008.

At November 30, 2008, the Company was a defendathieiVictor Company of Japan, Ltd (“JVC”) v. Corel
Corporation, InterVideo, Inc., Cyberlink Corp. dt,gatent infringement proceeding. JVC filed a patent
infringement action on January 15, 2008, againselcand others in the United States District Céarrthe Western
District of Texas (Austin Division), alleging infrgement of U.S. Patents: 6,493,383 issued on Desehfl) 2002;
6,522,692 issued February 18, 2003; 6,542,543 dsApel 1, 2003; 6,570,920 issued May 27, 200346,2491
issued October 31, 2000; and 5,535,008 issuedJul996. JVC alleges certain Corel video playbgmiieations
infringe the patents. The Company believes it hastorious defenses to JVC's claims and intenddefend the
litigation vigorously. The ultimate outcome of tlitegation, however, is uncertain. Any potentiasfois
indeterminable at this time.

15. Employee pension plan

Defined contribution and retirement savings plan

The Company has a retirement savings plan foratsa@ian employees, and also operates various d¢fieed
contribution benefit plans for some non-Canadiaplegees. While the specifics of each plan are dhffein each
country, the Company contributes amounts relatabedevel of employee contributions. These contidns are
subject to maximum limits and vesting provisionsj @an be discontinued at the Company’s discretion.

The pension costs in fiscal 2008, 2007, and 200@ $&95, $719, and $1,026, respectively.

Defined pension benefit plan

Corel sponsors a defined benefit pension plan“@eaefit Plan”) for a group of its Taiwanese empesg.
Corel assumed the obligations of the Benefit Paa eesult of its acquisition of InterVideo on Dexteer 12, 2006.

No employees hired subsequent to July 1, 2005l@ible for the Benefit Plan as per the regulatiohshe
Taiwan government. Employees hired prior to JulgdQ5 could elect to join this defined pension ligpéan unde
the Taiwan Labor Standard Law, articles 53, 55, 5hd
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The funding status of the Benefit Plan and the ghdn the fair value of plan assets and benefigakibns, as
per the November 30, 2008 and 2007 actuarial vialuaheasurement date, was as follows:

2008 2007
Fair value as of December 1, 2007 and 2006, reispéc $1,111 $ —
Fair value on acquisition date of December 12, 2 — 967
Actual return on plan asse 45 26
Employer contribution: 10z 11€
Other (88) —
Fair value of plan assets at Novembe! $1,17C  $1,111
Projected benefit obligation at December 1, 20Q¥ 2006 respectivel $2,227 $ —
Projected benefit obligation on acquisition dat®etember 12, 20C — 3,01¢
Service cos 43 59
Interest cos 60 84
Actuarial gain (507) (931)
Curtailment gain: (287) —
Other (119 —
Projected benefit obligation at November $1,431 $2,22i
Unfunded balance at November 30 (-current) $ 261 $1,11¢

The weighted average assumptions used to detetreimefit obligations costs for the years ended Ndaam30
2008 and 2007 were:

2008 2007
Average increase in compensation le 4.0% 4.5(%
Discount rate 2.7% 2.7%%

The accumulated benefit obligation as at NovemBe2808 and 2007 is $568 and $922, respectively.

Other Comprehensive Income

The Company'’s benefit plan recorded a faenet experience gain of $470 and a curtailmait gf $66, offse
by amortization of net experience gains of $3@Gdoumulated other comprehensive income for the geded
November 30, 2008. The experience gain recognizethé year ending November 30, 2008 is attribetadithe
decrease in the average increase in compensatiels ldecreasing from 4.50% to 4.00% and a reductidhe
Taiwanese workforce eligible for the Benefit Plabsequent to restructuring and integration acésitiCurtailment
gains are related to the reduction of the Taiwames&force during our InterVideo integration actigs. Net
experience gains of $23 will be amortized from aculated other comprehensive income and recognized a
components of net periodic benefit cost (creditjrdpfiscal 2009.

The Company’s Benefit Plan had a pre-tax net egped gain of $931 in accumulated other comprehensiv
income for the year ended November 30, 2007. Thergence gain recognized for the year ending Nowr8D,
2007 is attributable to the decrease in the avaragease in compensation levels decreasing fr@®96.to 4.50%
and a reduction of the Taiwanese workforce eligiblehe Benefit Plan subsequent to the acquisition
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Pension Benefit Expense (Income)

Corel's net pension and post-retirement benefitscagre as follows for the years-ending November2808
and November 30, 2007 were:

2008 2007
Service cos $ 43 $ 59
Interest cos 60 84
Expected return on plan ass (45) (26)
Curtailment gain: (212 —
Amortization and Deferral B0 —
Net periodic costs (gains) for the year ending Nalver 30 $(1849 $117

The weighted average assumptions used to calauddteenefit cost were as follows for the fiscalrgeanded
November 30, 2008 and 20(

2008 2007
Discount rate 2.7%% 2.7%%
Average increase in compensation le 450% 6.0(%
Expected lon-term return on asse 2.75% 2.7%%

As required by Taiwanese law, the Company’s plaetssare deposited in Bank of Taiwan in the forroash,
where Bank of Taiwan is the assigned funding vehiot statutory retirement benefits. The expectedjiterm rate
of return on assets for the plan reflects the etgokreturns for the bank accounts held with theegoment of
Taiwan in which the plan invests and its expectadtility.

In fiscal 2009, Corel expects to contribute appmadely $90 to its Benefit Plan. Corel estimates$ tha future
benefits payable will be $nil for each of the nax¢ fiscal years.

16. Shareholder’ Equity

The authorized share capital of Corel consistsairdimited number of Corel Preferred Shares, withaar
value, issuable in series, none of which serieg leen authorized and an unlimited number of Gooshmon
Shares.

Corel Common Shares

The holders of the Company’s Common Shares ardeghtd one vote for each share held at any meefing
shareholders. Subject to the prior rights of thieléis of the Company’s preferred shares, the hsldethe
Companys common shares are entitled to receive divideadsd when declared by the Board of Directors. &u
to the prior payment to the holders of the prefésieares, in the event of the Company’s liquidatthssolution or
winding-upor other distribution of assets among shareholdieesholders of the common shares are entitletidoe
pro rata in the distribution of the balance of @@mmpany’s assets. There are no preemptive, redemptirchase or
conversion rights attaching to the Common Shares.

At November 30, 2008, there was an unlimited nunaberting Corel Common Shares authorized, and
25,822,665 shares outstanding.
Corel preferred shares

At November 30, 2008 and 2007, there are unlimat@dunt of preferred shares authorized. There ashare:
issued and outstanding. The Company'’s preferreckshmay be issued in one or more series. The lmbatidectors
may amend the articles of incorporation to fix #uthorized number of preferred shares in,
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and to determine the designation of the sharesamh) series and to create, define and attach r@gldatsestrictions t
the shares of each series, subject to the righisesirictions attached to the preferred sharescass.

The preferred shares are entitled to preferencetbeeCorel Common Shares with respect to the paywofe
dividends and the distribution of assets, whettodurary or involuntary, or in the event of any etldistribution of
assets amongst shareholders for the purpose ofngiuph the Company’ affairs, and each series of preferred st
may also be given those preferences over the constmenes and other series of preferred shares.

When the Company does not pay cumulative dividémdisll with respect to a series of its preferrédues, the
shares of all series of preferred shares will pgudite ratably with respect to the accumulateddginds in
accordance with the amounts that would be payabkbdase shares if all the accumulated dividendewwaid in
full. Where amounts payable are not paid in fulltlb@ Company’s winding-up, or on the occurrencarof other
event as a result of which the holders of the shafall series of the preferred shares are edtitiea return of
capital, the shares of all series of preferredeshauill participate ratably in a return of capitakespect of the
preferred shares as a class in accordance witlntloeints that would be payable on the return oftakibiall
amounts so payable were paid in full.

Share Option Plans

The following table shows total stock-based comp#tos expense included in the consolidated statenfen

operations:
Year Ended November 30
2008 2007 2006

Cost of product $ 23 $ 47 $ 26
Cost of maintenance and servi 8 9 8
Sales and marketir 1,87: 1,46t 77C
Research and developmt 98: 1,16¢ 30¢€
General and administratic 3,414 2,79¢ 2,122
Total stock-based compensation expent $6,301 $5,48¢  $3,23:

The Company estimates the fair value of its optfondinancial accounting purposes using the Bl&ckoles
option pricing model (“Black Scholes Model”), whichquires the input of subjective assumptions idicig the
expected life of the option, risk-free intereseratividend rate, future volatility of the price thie Company’s
common shares, forfeiture rate and vesting pefiddinges in subjective input assumptions can méyeaitfiect the
fair value estimate. Prior to the Company’s pubfiering in April 2006 there was no active markeit the
Company’s common shares. Since the Company haspodadio for less than the vesting period of itsiops, the
Company does not consider the historic volatilityhee Company’s share price to be representatitheéstimated
future volatility when computing the fair value @fitions granted. Accordingly, until such time thatpresentative
volatility can be determined based on the Compaslyae price, in this case once Corel has beeblapompany
for a period equal to the estimated life of ouriams, the Company will use a blended rate of ite @are price
volatility and the US Dow Jones Software and Corap8ervices Index. Up to the second quarter o&fi2g607, the
Company did not use its own share price volatititg blended rate computation, as the Company lzere
private company or had been a public company &g tean one year. The expected life of the op8aralculated
under the simplified method as the Company doesiama¢ an extended history of options issued andesjently
exercised as a public company. The majority ofaygithat have been exercised were issued whendimpahy wa
a private entity, and the grant price was not otffle of the Companyg share price since it went public in May 2(
The risk-free interest rate used in the modelészttro-coupon yield implied from U.S. Treasury sitigs with
equivalent remaining terms.
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The Company determines the fair value of its refgd share units based on the share price obit& sin the
date the units are granted. The restricted shatg luave no characteristics which would requirealuation in
subsequent periods.

The fair value of all options granted during fis28D8, 2007 and 2006 was estimated as of the dgteot
using the following weighted average assumptions:

Year Ended November 30,
2008 2007 2006

Expected option life (year: 7 7 7
Volatility 29.6(% 31.2%% 36.1%
Risk free interest rai 3.2(% 4.6(% 4.3*%
Dividend yield Nil Nil Nil
Forfeiture rate 16.5(% 16.4¢% 16.82%

As of November 30, 2008, there was $8,508 of urgeized compensation cost, related to equity ingenti
plans, adjusted for estimated forfeitures, reléedon-vested stock-based payments granted to Eomgloyees.
This will be recognized over a weighted averagéopenf 1.72 years. Total unrecognized compensatast will be
adjusted for future changes in estimated forfegupalditionally, as of November 30, 2008, there $481 of
unamortized deferred compensation, related tochaisition of InterVideo, which will be recognizeder a period
of 2.03 years.

2006 Equity Incentive Plan

The 2006 Equity Incentive Plan (“2006 Plan”) wasatéd by the Board of Directors in February 2006 T
2006 Plan provides for the grant of options to eyeés and employees of the Company’s subsidianek,
restricted shares, share appreciation rights,icestrshare units, performance share units, defesnare units,
phantom shares and other share-based awards (isfjtto the Company’s employees, consultants aretttirs,
and employees, consultants and directors of thepaawis subsidiaries and affiliates. In May 2007 antfay
2008, the Board of Directors authorized an add#ié)000,000 common shares available for issuandenthe
2006 Plan. Corel has 6,249,505 remaining commoreslauthorized for issuance under the 2006 Plan.

The exercise price of options is determined atiite of the grant. Options generally vest equallsr dour
years, with certain grants having a vesting peoiblgss then four years. The only significant exapin our
current outstanding options are 326,760 optionstgrhto our interim chief executive officer in Ma@07, which
vest over one year in accordance with the lengthioémployment agreement.

Under the 2006 Plan, once employees resign theyraakle to exercise any unexercised options and all
unexercised options are forfeited. If any employaesterminated, they have 90 days from their teation date to
exercise any options that were exercisable at fimzir date of employment.
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Options granted under the 2006 Plan have an ergpcise ranging from $8.92 to $14.29, with the @tiom of
73,806 options granted in the WinZip acquisitionalthave an exercise price of $1.15. Outstandirtgpop
assumed in the acquisition of InterVideo (note ®jehan exercise price ranging from $10.07 to $18with the
exception of 7.7% of options which have an exerpisee ranging from $0.50 to $6.03. There were aypitalized
stock-based compensation costs at November 30, Zifibn activity is presented below:

Year Ended November 30, 200

Weighted
Weighted Average
Average Grant
Exercise Date Fair
Options Price Value

Outstanding at beginning of peri 2,714,46! $ 12.6( $ 4.6¢

Options grante: 928,08 10.31 3.12

Options exercise (32,057 5.0C 5.3¢€

Options forfeitec (826,467 12.9¢ 4.34

Outstanding at end of peri 2,784,03. $11.81 $ 4.21

Exercisable at end of peri 1,100,61' $ 12.1¢ $ 4.2¢

Options vested during the ye 669,05¢ $ 4.94
Weighted average remaining life of the outstandiptions 8.34 Year
Weighted average remaining life of the exercisaipitons 7.68 Year
Total intrinsic value of the exercisable optic $ 127
Total intrinsic value of the outstanding optic $ 182

Year Ended
November 30,

_2008 2007 2006

Intrinsic value of options exercisi 14z 1,46( 20

Fair value of shares vest 3,306 2,267 291
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During fiscal 2008 and fiscal 2007, the Companyikased 59,000 and 110,000 units of restrictedeshar
respectively, to senior officers of the Companyerttie 2006 Plan. These units vest equally ovaryears with th
exception of 50,000 units which will vest over ty@ars. All units will be fully vested by Septeml2®, 2012. The
units expire ten years after the grant date. Rasttishare unit activity for fiscal 2008 is presehbelow:

Year Ended November 30, 200

Weighted
Average
Grant

Date Fair

__Options _Value

Outstanding at beginning of peri $ 102,50( $ 13.2¢

Restricted share units grani 59,00( 9.7¢

Restricted share units converted to common st (55,000 13.4¢

Restricted share units forfeit Nil N/A

Outstanding at end of peri 106,50( $ 11.2¢

Exercisable at end of perit 10,00( $ 10.1C

Restricted share units vested during the 62,50( $ 13.52
Weighted average remaining life of the outstandexjricted share uni 9.23 Year
Weighted average remaining life of the exercisabtricted share uni 9.27 Year
Total intrinsic value of the exercisable restrictbdire unit: 42
Total intrinsic value of the outstanding restricdhre unit: $ 45(

Year Ended

November 30,
2008 2007 2006

Intrinsic value of restricted share units exerci 55% 95 n/e
Fair value of restricted share units ves 84t 10t nle

2003 Share Option and Phantom Share Unit Plan

On December 1, 2003, the Board of Directors appidlie Stock Option and Phantom Share Unit Plan0320
Plan™). The 2003 Plan is administered by a Commiftthe Committee”), appointed by the Board of Bimes. The
Committee has sole and absolute discretion to gyaiis, which consist of a stock option (“optionigether with a
Phantom Share Unit (“PSU"), to eligible persond.ekhployees and officers of Corel were eligiblegoers. Options
are no longer granted under this plan.

Upon exercise of the stock option component, the@my would deliver to the optionee common shakes.
PSU allows the holder to receive a payment equéilédair market value of a common share at theotse date,
less the exercise price of the PSU, under certditions. Exercise of the PSU can only occur atapproval of th
Committee. Therefore, Corel has determined thaP®lg does not constitute a liability and has noaealf the
option component is exercised, the PSU compondhb&iterminated and may not be exercised. If t8&J P
component is exercised, the option component willdsminated and may not be exercised. The exquoise is
determined at the date of the grant, and shalhéesame for both components of the Unit. Units egsially over
four years on the anniversary of the grant datd,gamerally expire ten
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years after the grant date. The stock option comptnof the Units cannot be exercised prior tonéral public
offering (“IPO”), unless authorized by the Commite

If any employees cease to be eligible for the 23 as a result of resignation, they have 30 dégs the
termination date to exercise any Units that weer@&@sgable on the termination date. If any employssse to be
eligible for the 2003 Plan as a result of termimatithey have 90 days after the termination datxé&scise any Uni
that were exercisable on the termination date.

In fiscal 2005, performance awards in respect & 830 common shares were issued to senior exesuiivee!
the 2003 Plan, which entitles them to receive Umitsn attaining identified performance goals. \fasttonditions
are based solely on the satisfaction of performaooeglitions. No performance awards have been issineé 2005.
As of November 30, 2008 the performance conditfongach of the 149,830 units have been fully with the
exception of 10,580 units for which the performanorditions were not met and were subsequentlgited. Thes:
awards are accounted for as equity grants withrsavef recognized compensation cost if the awaild fo vest.
Included in stock-based compensation expense ésetperformance awards are $25, $51 and $574dqedrs
ending November 30, 2008, 2007 and 2006, respégtive

All units granted up to November 2005, which repre€0.0% of the outstanding units, have an exemice
of $1.17. Units granted between November 2005 aattM2006, which represent 10.0% of the units anottnhg,
have an exercise price ranging from $13.82 to 1. 1Unit activity for fiscal 2008 is presented below

Year Ended
November 30, 2008 Weighted
Weighted Average
Average Grant
Exercise Date Fair
Units Price Value
Outstanding at beginning of peri 81394( $ 231 $ 7.2¢
Units grantec Nil n/e n/e
Units exercise! (286,07 1.17 8.0¢
Units forfeited (23,367) 9.82 6.2C
Outstanding at end of peri 504,49¢ $ 261 $ 5.3t
Exercisable at end of peri 468,46 $ 224/ $ 5.14
Units vested during the ye 207,62« $ 7.4:
Weighted average remaining life of the outstandinigs 5.88 Year
Weighted average remaining life of exercisables. 5.81 Year
Total intrinsic value of exercisable un $ 1,327
Total intrinsic value of outstanding un $ 1,38¢

Year Ended November 30
2008 2007 2006

Intrinsic value of units exercise 2,541  4,76( 41t
Fair value of units veste 1,54z 2,34¢ 1,897

17. Restructuring Charge:

In September 2008, management initiated a restingtplan to streamline the Company'’s global operetin
order to become more operationally efficient anthtwease its investment in key growth
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opportunities, including sales to emerging markeid its eCommerce program. As part of this efthe, Company
has reduced its workforce by approximately 90 elyg®s worldwide. The total costs that will arisenfrthis global
restructuring are estimated to be $2.4 millionwbfch $2.2 million was expensed in fiscal 2008. Appmately
$200 of costs will be expensed in the next fisealqul as they are related to certain individual® wdill be retained
by the Company into fiscal 2009.

In April 2008, the Company adopted a restructuptam, largely focused on centralizing research and
development activities, as well as some administaictivities. The total costs related to thisnpleere $440, and
have been fully expensed in the year ending Nove®®e2008.

In November 2007, management adopted a restrugtptam (“Digital Media Plan”) to centralize much thie
Company’s Digital Media operations in Greater Chana Fremont, California. Further changes have begte to
staff to align and balance our global teams. Téssited in the planned closure of the Company’srigapolis
location in fiscal 2008 as well as the terminatidrrertain individuals. The total cost relatedhe Digital Media
Plan was $1,920. These expenses were recorded ye#rs ending November 30, 2008 and November(8l¥,,2n
the amounts of $473 and $1,447 respectively. Ninéurtermination benefit expenses or facility clesaharges will
be recorded from this restructuring.

In fiscal 2006, Corel incurred restructuring chargé$810 as the Company initiated a realignmertsafales
and marketing teams and its research and develdpge®ens after completing an internal review ofiitsire
requirements. The only costs associated with daignment were one-time termination benefits.

As of November 30, 2008, all of the headcount réidns have been identified and the affected em@syave
been notified. All facility closures have been itited and completed. Any changes from our inigatimates will
be recorded against fiscal 2009 earnings.

A summary of our restructuring activities, that acerued as of November 30, 2008 is as follows:

Costs of Closing

Termination Redundant
Benefits Facilities Total

Balance accrued as of December 1, 2007 $ 1,18¢ $ 262 $1,44%
Activity during the year ended November 31, 2|

Additional restructuring charge 3,30¢ 15 3,32

Changes in estimat (207 (244) (445)

Cash payment (3,780 (39 (3,819
Balance accrued as of November, 2008 $ 511  $ nil $ 511

18. Earnings (loss) per shar

For the fiscal years ending November 30, 2008 aoelhber 30, 2006, the dilutive impact of the outdiag
options for common shares were 558,000 and 746r@8pectively. For the year ended November 30, 2007
Company reported a loss; had there been incoménitect of the potentially dilutive instruments vidhave been
limited to the outstanding options for common shatke impact of which would have been 842,000.

19. Segment Reportin

The Company has assessed its business in accomtahc®tatement of Financial Accounting Standards
No. 131,"Disclosures about Segments of an Enterprise andtRe Information”(“FAS 131"). As of November 3(
2008, the Company has determined that it operatese business operating and reportable segmenpaitkaged
software segment.
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Corel's packaged software segment derives its rg®from two product lines, identified by the maskehich
they serveGraphics and ProductivitgandDigital Media.

The Company’s Chief Executive Officer is the chdetision maker who evaluates the performance of the
segment based on product net revenues and aggoagatef goods sold and operating expenses ofdbkaged
software segment.

The Company’s operations outside Canada and thed)Btates include wholly-owned subsidiaries indper
the AsiaPacific region and Latin America. Operations in &da and the United States are responsible forehigo
and development of all the products, as well aglgebdistribution. Net revenues are attributedaoheregion based
on the location of the customer. The majority @& thvenues in North America are derived from custenm the
United States.

The net book value of capital assets held in Caaad#t November 30, 2008 and November 30, 2007 is
$6.7 million and $5.9 million, respectively. Foraggaphic regions other than Canada, the net bolole i capital
assets held as at November 30, 2008 and Novemb@0B8@ is $3.8 million and $3.1 million, respectize

The net book value of intangible assets held ina@aras at November 30, 2008 and November 30, 2007 i
$7.6 million and $12.1 million, respectively. Faagraphic regions other than Canada, the net balole \of
property, plant and equipment held as at NovemBe2B08 and November 30, 2007 is $59.4 million and
$79.9 million, respectively.

Revenues by product and region and details regardajor external customers are disclosed in tHewiarhg

table:
Year Ended November 30
2008 2007 2006
By product:
Graphics and Productivit $149,510 $141,69: $137,74:
Digital Media 118,71 108,78t 39,45(

$268,23(  $250,48( $177,19:

By geographic region:

Americas

Canadz $ 6,931 $ 10,12: $ 8,68¢

United State: 116,45: 111,11¢ 91,57:

Other 5,65: 4,741 4,19¢
Europe, Middle East, Africa (EME# 79,16« 72,93: 58,25
Asia-Pacific

Japar 42,92( 36,16¢ 8,75

Other 17,10¢ 15,40¢ 5,73¢

$268,23(  $250,48( $177,19:
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20. Changes in operating assets and liabiliti

The following table outlines the details of the whas in operating assets and liabilities reflectedhe
statement of cash flows:

Year Ended November 30

2008 2007 2006
Accounts receivabl 4,29; (8,537) 50C
Due to/from related partie 341 (167) 73
Inventory (8393 1,53¢ (18¢)
Prepaids and other current as: 17z 41% 43
Accounts payable and accrued liabilit (6,627 (2,319 (3,389
Income taxe: 1,58¢ 654 (1,669
Deferred revenu (47¢) 3,174 894
Total $(1,549) $(5,239) $(3,73¢6)

21. Expenses Associated with Evaluation of Strategitekhatives

On March 28, 2008 the Company received an unsetiggtoposal from Corel Holdings, L.P. (“CHLP”) (wehi
is controlled by an affiliate of Vector Capitaletiholder of approximately 69% of the Company’s tautding
common shares. CHLP proposed to make an offerdqoigcall of Company’s outstanding common shards no
currently held by CHLP at a price of US$11.00 cpshshare (“Proposal”). CHLP indicated that anyhsoiter
would be conditional upon, among other things séattory confirmatory due diligence and the Compmmyisting
credit facility remaining in place following the msummation of any transaction.

The Board of Directors of the Company formed a &€&ommittee of the Board, which assisted it in
evaluating and responding to the CHLP proposahduiition, the Special Committee undertook a proteevaluate
other strategic alternatives to maximize valuealbshareholders. The Company assumed expenseasaesgavith
the Special Committee review.

On August 18, 2008, the Company announced that CitidPinformed the Company that it withdrew its
Proposal in order to facilitate pursuit by the Camyp of other alternatives for maximizing value #&lrof the
Company’s shareholders. In light of the withdraaiathe CHLP Proposal and the Board’s desire toseer
evaluation of the potential strategic alternatigizsctly, the Board unanimously determined thatéheas no longer
a need for the Special Committee. On October 228 2the Company announced that discussions whiré party
regarding a potential sale of Corel have ceased.

The Company incurred $2,728 of various professisealice costs associated with the evaluationesdeh
strategic alternatives. These items have beenifitaisas a non-operating expense.

22. Prior Period Balances

In 2008, the Company re-classified some of its afieg expenses related to its Information Technplp@up,
so that costs of certain employees were bettenedigvith the functions they performed. As a redaltthe year
ended November 30, 2007, the Company has reducgdiieral and administrative costs by $2,703, asaé its
sales and marketing costs by $976, increasecesstarch and development costs by $1,656, and geues cost of
products sold by $71.
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACOUNTING AND
FINANCIAL DISCLOSURE

Not applicable.

ITEM 9A. CONTROLS AND PROCEDURE:!

Evaluation of Disclosure Controls and Procedured/e maintain “disclosure controls and proceduras,5uch
term is defined in Rule 13a-15(@)der the Exchange Act, that are designed to enlsaténformation required to t
disclosed by us in reports that we file or submider the Exchange Act is recorded, processed, suaedaand
reported within the time periods specified in SE@s and forms, and that such information is acdated and
communicated to our management, including our imt&hief Executive Officer and Chief Financial @#r, as
appropriate to allow timely decisions regardinguiegd disclosure. In designing and evaluating asicldsure
controls and procedures, management recognizedig@bsure controls and procedures, no matterwelilv
conceived and operated, can provide only reasopablebsolute, assurance that the objectiveseoflidclosure
controls and procedures are met. Additionally,esigning disclosure controls and procedures, ouragement
necessarily was required to apply its judgmentvalating the cost-benefit relationship of possitikclosure
controls and procedures. The design of any disoéosontrols and procedures also is based in part gprtain
assumptions about the likelihood of future eveais there can be no assurance that any desigaueiked in
achieving its stated goals under all potentialfeittonditions.

Based on their evaluation as of the end of theoderovered by this Annual Report on Form 10-K, loterim
Chief Executive Officer and Chief Financial Offidesive concluded that our disclosure controls andgatures wel
effective at the reasonable assurance level.

Management’s Report on Internal Control over Finah&eporting. Our management is responsible for
establishing and maintaining adequate internalrobotrer financial reporting as defined in Rule 413f) of the
Exchange Act. Because of its inherent limitatiantgrnal control over financial reporting may no¢pent or detect
misstatements. Also, projections of any evaluatibeffectiveness to future periods are subjechéorisk that
controls may become inadequate because of chamgesdlitions, or that the degree of compliance wWithpolicies
or procedures may deteriorate.

We assessed the effectiveness of our internal@amter financial reporting as of November 30, 2008
making this assessment, we used the criteria gétliy the Committee of Sponsoring Organizationthef
Treadway Commission iimternal Control — Integrated FrameworRased on our assessment using those criteria,
we concluded that our internal control over finaheceporting was effective as of November 30, 2008.

The effectiveness of the Company'’s internal contk@r financial reporting as of November 30, 20885 been
audited by PricewaterhouseCoopers LLP, our indegr@raliditors, as stated in their report which appeeltem 8
of this Annual Report on Form 10-K.

Changes in Internal Control over Financial Repogin There were no changes in our internal controt ove
financial reporting that occurred during the fougtiarter of fiscal year 2008 that has materialfg@gd, or is
reasonably likely to materially affect, our intekeantrol over financial reporting.

ITEM 9B. OTHER INFORMATION
Not applicable.
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ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANI

The following sets forth information about our extiee officers and directors:

Name Age Position

Kris Hagermar 44 Interim Chief Executive Office

Douglas McCollan 55 Chief Financial Officel

Jeffrey Hasting: 44 President and General Manager, Digital Me

Nicholas Davie: 46 Senior Vice President and General Manager, Grajaimic
Productivity

Amanda Bedboroug 39 Executive Vice President, International Operati

Kevin Thornton 41 Senior Vice President, Sales and Marketing, Amsi

Kazuo Sakai 57 Senior Vice President, Asia Pacific and Japan Qpar:
and President, Corel Jap

Graham Browr 45 Chief Technology Office

Jeremy Liang 52 Senior Vice President, Digital Media Developm

Shawn Cadea 37 Senior Vice President, Corporate Market

Steven Cohen(1)(2)( 43 Director

J. lan Giffen(1)(2)(4 51 Director

Amish Mehta(3] 35 Director

Alexander Slusky(3)(4 41 Chairman, Board of Directol

Daniel T. Ciporin(1)(2 51 Director

(1) Independent directc

(2) Member of Audit Committe

(3) Member of Compensation Committ

(4) Member of Nominating and Corporate Governance Cdtag

Kris Hagermarhas served as our Interim Chief Executive Offi¢ecas May, 2008. Prior to joining Corel,
Mr. Hagerman was a Senior Advisor at Vector CapRailor to that, he served as Group President, Dataer
Management at Symantec where he was responsibédl fmoduct development, product management, lessin
development, and go-to-market strategies for orfgyofiantec’s three business units, focused on eigerp
infrastructure software. In addition, Mr. Hagernteas held various management positions in consylksiaigs and
marketing, business development, and finance apaaias such as Silicon Graphics Computer Systems,
McKinsey & Company, and Morgan Stanley. Mr. Hagemrhalds a Master of Business Administration from
Stanford Graduate School of Business. He alsovede master’s degree in international relatioamfCambridge
University and a bachelor’s degree in Russian aoda@mics from Dartmouth College.

Douglas McCollanmhas served as our Chief Financial Officer sincaidan2004. From July 1996 to January
2004 he served as Executive Vice President and Eliancial Officer of NORDX/CDT. He previously s&d in
various capacities at Nortel Networks, including/ése President Finance and Administration for Mb@ALA
from 1993 to 1996. He served as Chief Financialo®ffof Motorola Nortel Communications from 199111803,
Group Controller Switching from 1989 to 1991 andsiégant Vice President, Corporate Financial Repgréind
Analysis from 1987 to 1989. Mr. McCollam is a Cietl Management Accountant and has a Bachelor afr@erce
from Concordia University and an M.B.A. from theilrsity of Chicago.

Jeffrey Hasting$as served as our President and General ManaggtalDiledia since August 2007. Prior to
joining Corel, Mr. Hastings served as general manat)Pinnacle Systems, the consumer divisic
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Avid. Prior to joining Pinnacle, Mr. Hastings wa®©O0 of M-Audio, another Avid company. Mr. Hastings
previously served as president of Rio, the compghat/pioneered the MP3 space by introducing thastrg’s first
MP3 player. Mr. Hastings holds a bachelor’'s degmemmputer science from Purdue University and &i@ight US
patents.

Nicholas Daviehas served as our Senior Vice President and GeMeradger, Graphics and Productivity, si
July 2007. Prior to that, he was our General Manageaphics from July 2003 to July 2007 and fromdber 2001
to July 2003 he held the position of Vice PresidenStrategic Marketing. Before joining us, Mr. Dasiwas Vice
President EMEA for Ecademy Ltd., Brand and Markgfilanager for Coleman Europe, Commercial Manager
France for Virgin Cola and Marketing Director faurRa Sports. Mr. Davies holds an MBA from INSEAD Bigss
School in France, and a BA with honors in Businkdministration from the European Business Schodhan
United Kingdom.

Amanda Bedboroughas been our Executive Vice President, Internatioperations. Prior to that,
Ms. Bedborough, was Executive Vice President, iatonal Operations, and our Executive Vice Pragideurope
the Middle East and Africa from October 2001 to Bmber 2003. From September 1993 to March 2001eved
in a variety of capacities at 3dfx Interactive litting Vice President, Europe, the Middle East Afrita.

Kevin Thorntorhas served as our Senior Vice President, SaleMarkkting, Americas since September 2007.
Prior to joining us, Mr. Thornton served as Sr.&/Rresident Sales, Small Business Division (SBBeate
Software. He previously held management positioitis @oca-Cola Bottling Company and was the Vicesklent
Sales, Americas for Corel. Mr. Thornton holds aligdor of Physical and Health Education (Honors)rdedrom
the University of Ottawa.

Kazuo Sakahas served as our Senior Vice President, AsiaiBa&ilapan Operations and President, Corel
Japan since September 2008. His responsibilitigetly include Japan sales and marketing andlatgr expand t
include oversight of our sales and marketing ati¢iwiin Australia, New Zealand, South East Asian@hKorea
(ANSEACK) and Taiwan. Previously, Mr. Sakai helei®e executive positions at Microsoft, where mastently
he served as Program Vice President, Digital Esitarient Partner Group. He also had a long cargarAwD,
where he served as Chairman of AMD Japan; Corpdfiate President, Sales and Marketing, South Astdfiea
and Vice President, Sales and Marketing, North Rsieific. Mr. Sakai holds a Bachelor's degree ec#lcal
engineering from Tokyo Electric University.

Graham Browrhas served as our Chief Technology Officer sincgusti2008. Prior to that, Mr. Brown was
our Executive Vice President, Software Developnsémte April 2002. He joined us in 1991, and presigserved
in a variety of capacities, including Vice PresidehSoftware Development, Business Applicatiorsfr1998 to
2000. He has a Bachelor of Engineering SciencesiogBaphy and Computer Science from the Univerdity o
Waterloo.

Jeremy Liandhas served as our Senior Vice President, Digitalid®evelopment since June 2007. Prior to
joining us, Mr. Liang spent 10 years with Trend Mievhere he served as EVP of Engineering, EVP fofrtmation
and Engineering Operations, and most recently EMRformation and Chief Security Officer. Mr. Liargplds a
masters degree in computer science from New Mekéath and a bachelor’'s degree in computer scieooe fr
ChiaoTung University, Taiwan.

Shawn Cadeabas served as our Senior Vice President, Corpbfatketing since August 2008. Prior to that,
Mr. Cadeau served as Vice President Global Margetinom April 2002 to February 2006, Mr. Cadeawesdras
Director, Product Marketing at Adobe Systems. Hevjmusly held executive positions in product mairiggand
management with Accelio Corporation (formerly JetRpand Cebra Inc., an e-business subsidiary ofBdre& of
Montreal. Mr. Cadeau has a B.A. from Wilfrid Laurlgniversity.

Steven Cohebecame a member of our Board in January 2006 andépendent from us. He has served in
various capacities at Teknion Corporation sincerfraty 2001 and is currently Teknion Corporationeni®r Vice
President, Corporate Development. He is also acRireand Chairman of the compensation committeeedé
Mountain Resources Inc., a junior exploration comyplisted on the TSX Venture
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Exchange. He has a Bachelor of Commerce from Md@ilersity and an M.B.A. from Harvard Business &ah

J. lan Giffenbecame a member of our Board in January 2006 andependent from us. Since 1996,
Mr. Giffen has been an advisor to or director ofesal software companies and technology investriwgmds. From
1992 to 1996, Mr. Giffen was Vice President ande€Rinancial Officer of Alias Research until itsgagsition by
Silicon Graphics. Mr. Giffen is currently a directaf MKS, Ruggedcom Inc., Descartes Systems, Gertiand
Absolute Software, and a director or advisor tamber of other private companies. Mr. Giffen hasvppusly
served on the board of directors of a number ofipaind private companies including Macromedia gficial
Models, Sierra Systems, 724 Solutions, DPS, Opei Delano Technology, Algorithmics, DWL, Changamtcand
MGI Software. He is a Chartered Accountant andehBsA. in Business Administration from the Univéysof
Strathclyde in Glasgow, Scotland.

Amish Mehtédbecame a member of our Board of Directors in Jagn2@0d6. He served as our interim President
and Chief Executive Officer from November 2003 tod 2005. He has been at Vector Capital since ARNG2.
He previously served as Chief Executive OfficeCofmmercialWare from September 1999 to April 20QiorRo
that he worked at General Atlantic Partners frof@71® 1999 and at McKinsey & Company from 1995397 He
has a B.S. in Chemical Engineering from the Unitgeisf Pennsylvania, a B.S. in Economics from theaion
School and an M.B.A. from Harvard Business School.

Alexander Sluskizgas been a member of our Board since August 2003as served as managing partner of
Vector Capital since its inception in 1997. Priefaunding Vector Capital, he led the technologyiggpractice at
Ziff Brothers Investments. Prior to joining Ziff Bthers Investments, he was employed at New Engerpri
Associates. Mr. Slusky serves as a director otizeds of several private companies. He has aniA.Bconomics
from Harvard University, and an M.B.A. from HarvaBdsiness School.

Daniel T. Ciporinbecame a member of CoreBoard of Directors in April 2007 and is indepemtdfeom us. He
previously served as Chairman and Chief Executiffie€® of Shopping.com from 1999 until its acquisit by eBay
in June 2005. Prior to this position, Mr. CiporiasvSenior Vice President of MasterCard Internatid®@or to
MasterCard International, Mr. Ciporin was a managenconsultant for Mars and Co. and Corporate Value
Associates. Mr. Ciporin currently serves on therbiad directors at Primedia, a publicly traded camy in additiol
to serving as a senior advisor and consultantarigty of high growth private companies and boahi$arch
2007, Mr. Ciporin joined Canaan Partners. He ha&.8nfrom Princeton University and an M.B.A. fraime Yale
University School of Management.

Executive officers are appointed by the Board teesesubject to the discretion of the Board, uthidir
successors are appointed.

Board of Directors

Our Board currently consists of five members. Wpeet that the term of office for each of directail expire
at the time of our next shareholders’ meeting. Asoatrolled company”, we are not required to coynf@nd we do
not comply) with the requirement of the Nasdaq @ld¥arket to have our directors satisfy the indejgzte
requirements of the Nasdaq Global Market.

There are no family relationships among any ofditgctors or executive officers.

Committees of the Board

The standing committees of our Board consist cdugdlit committee, a compensation committee and a
nominating and corporate governance committee. ‘#&s@atrolled company” we are not required to maimta
compensation committee or a nominating and corp@iavernance committee under NASDAQ rules nor a&e w
required to maintain those committees under Canaskaurities regulations. Although we have formed a
compensation committee and a nominating and cotpg@@vernance committee, the memberships of these
committees do not comply with the independenceirements of the Nasdaq Global Market that would be
applicable if we were not a controlled company.
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Audit Committee and Audit Committee Financial ExpeDur audit committee is comprised of Messrs. Cohen
Giffen and Ciporin. Our Board has determined thasbs. Cohen, Giffen and Ciporin currently meet the
independence requirements of the Nasdaq Global&la®EC rules and the rules and regulations o€treadian
provincial securities regulatory authorities. Otarsling audit committee is in accordance with sec8(a)(58)(A)
of the Securities Exchange Act.

The principal duties and responsibilities of oudiasommittee, which are included in our audit coitbee
charter, are to assist our Board in its oversidht o

« the integrity of our financial statemen

< our compliance with legal and regulatory matt

« our independent registered public accounting’s qualifications and independence; i

« the performance of our internal audit function amtependent registered public accounting fi

Our audit committee is also responsible for:

e compensating, retaining and overseeing the woduoindependent registered public accounting f

« recommending to the Board of Directors that thataddannual financial statements be included in the
Compan’s annual report cForm 1(¢-K for the last fiscal yea

« establishing procedures for (a) receipt and treatroecomplaints on accounting and other relatettena
and (b) submission of confidential employee congeegarding questionable accounting or auditingensy

* pre-approving any nc-audit services by our independent registered pagéounting firm
* reviewing and discussing the audited financiakstents with managemel
« discussing with the independent auditors the nemteguired by Auditing Standards No. 61; i

« receiving written disclosures and the letter frédma independent accountants required by ISB Nodl an
discussing with the independent accountants thdependence

The audit committee has the power to investigayenaatter brought to its attention within the scapés
duties. It also has the authority to retain couasel advisors to fulfill its responsibilities andtis. The audit
committee also acts as a qualified legal compliammremittee.

The Board has determined lan Giffen is an “audibottee financial expert”.

Compensation CommitteeOur compensation committee is comprised of Me€3rken, Mehta and Slusky.
The principal duties and responsibilities of thenpensation committee are as follows:

- to review and approve goals and objectives relabrthe compensation of our interim chief execubfficer
and, based upon a performance evaluation, to deteramd approve the compensation of the interirafchi
executive officer

» to make recommendations to our Board of Directorthe compensation of other executive officers amd
incentive compensation and eqi-based plans; ar

« to produce reports on executive compensation iadleded in our public filings to the extent reqdrby
applicable securities laws or listing requireme

Nominating and Corporate Governance Committ€2ur nominating and corporate governance committee
comprised of Messrs. Giffen and Slusky. The priatguties and responsibilities of the nominating aarporate
governance committee are as follows:

« to identify individuals qualified for membership onr Board of Directors and to select, or recommfend
selection, director nominee
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« to develop and recommend to our Board of Direchosst of corporate governance principles;

« to oversee the evaluation of our Board of Directord managemer

Disclosure Policy

Our Board of Directors has adopted and periodigaiiyews and updates our written corporate discosu
policy. This policy, among other things:

« articulates legal obligations with respect to cdefitial corporate informatiol

« identifies spokespersons who are the persons azghdio communicate with third parties such asysis)
media and investor.

» provides guidelines on the disclosure of forv-looking information;

« establishes procedures for reviewing disclosur@hipiting selective disclosure of material inforioatand
addressing inadvertent disclosure; i

« establishes periods prior to the disclosure ofagefinancial information and material changes dlgiivhich
trading in our common shares by insiders is pradé

Section 16(a) Beneficial Ownership Reporting Compdince

Section 16(a) of the Securities Exchange Act o#4183d the regulations of the SEC thereunder reguire
registrant’s executive officers and directors, artsons who own more than 10% of a registered ofasguity
securities, to file reports of initial ownershipdachanges in ownership with the SEC. As we ar@eeifin private
issuer” pursuant to Rule 3a12-3 of the SecuritieshBnge Act of 1934, we and the persons referredbtve are
exempt from the reporting and liability provisioofsSection 16(a). However, under Canadian provirsgaurities
laws, the persons referred to above are requiréitkteeports in electronic format through the ®ystfor Electronic
Disclosure by Insiders, or SEDI, disclosing chanigdseneficial ownership of, or control or directiover, our
common shares and other securities. Our sharelsatdaraccess such reports at www.sedi.ca.

Code of Ethics

We have adopted a written code of ethics that appti our Board of Directors and all of our empksje
including our Interim Chief Executive Officer andhi&f Financial Officer. A copy of our code of ethiis available
on our website at http://investor.corel.com/docursefmor by contacting us directly at 1600 Carling Avenue
Ottawa, Ontario, Canada K1Z 8R7, (613) 728-082@&dfmake any amendments to this Code of Ethicg ditlea
technical, administrative, or other non-substantileendments, or grant any waivers, including iniphi@ivers,
from a provision of this Code of Ethics to our hte Chief Executive Officer, Chief Financial Officer other
finance executives, we will disclose the natur¢hefamendment or waiver, its effective date andttom it applies
on our website or in a report on Form 8-K filedwihe SEC. There were no waivers of the Code atEturing
our fiscal year ended November 30, 2008.

ITEM 11. EXECUTIVE COMPENSATION

Pursuant to Item 402 of Regulation S-K, we havevipled in this Item 11 the information required by
Items 6.B. and 6.E.2 of Form 20-F and pursuanidoasure rules in Canada.
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Summary Compensation Table

The following table provides information about t@mpensation earned during the fiscal years ended
November 30, 2006, 2007 and 2008 by our Chief BExeefficer, our Chief Financial Officer and ounrée nex
most highly compensated executive officers (therfidd Executive Officers”). For purposes of this ¢afany salary
or bonus paid in a currency other then the UnitiadeS dollar, has been converted to United Stailtard based on
average exchange rates during the year, and araidubpnus payments have been converted based exc¢hange
rate as at November 30, which best reflects thesrat which these amounts were paid.

Long-Term Compensation

Securities Shares
Annual Compensation(1) Underlying  Subject to
Name And Principal Other Annual Options Resale LTIP All Other
Position Fiscal Year _Salary Bonus  Compensatior Granted Restrictions Payment: Compensatior
Kris Hagermar 200¢ $336,00( $224,00( — 326,76( — — —
Interim Chief Executive Office
David Dobsor 200¢ $239,63: $247,34( — — — — $  194,92{(2)
Former Chief Executive Office 2007 $385,56¢ $323,70( 56,054(3) 200,00( — — —
200€ 376,82( 369,28: $ 679,67¢(4) — — — —
Douglas McCollan 200¢ 249,63: 202,60: — — — — —
Chief Financial Office 2007 232,26¢ 178,80( — 30,00( — — —
200€ 227,000 245,16( — — — — —
Jeff Hastings 200¢ 300,000 294,98: — 40,00( — — —
President and General Manager, Digital Me 2007 92,40C 92,40( — 200,00(5) — — —
Amanda Bedboroug 200¢ 342,02! 263,96: — 30,00( — — —
Executive VP, International Operatio 2007 344,97. 367,82t — 40,00((6) — — —
200€ 305,68¢ 203,25: — — — — —
Kevin Thornton 200¢ 264,00 215,51! — 25,00( — — —
Senior Vice President, Sales and Marketing, Amel 2007 66,000 44,00( — 40,00( — — —

(1) Excludes perquisites and other benefits becausecmpensation is less then CDN$50,000 and 10%eofuta
annual salary and bonus for any of the Named Ekec@ifficers.

(2) In fiscal 2008, subsequent to his resignation asthief Executive Officer, Mr. Dobson received CO2%,000
or US$194,928 based on the exchange rate at tlee fimconsulting services that he completed ferSpecial
Committee which evaluated the Vector Capital pusehaffer.

(3) In fiscal 2007, Mr. Dobson received other annuahpensation of $56,051 relating to housing benefits
$35,482, vehicle allowance of $7,519, and travglifiowances of $13,050 for travel between his prim
residence and our corporate head office during 2

(4) In fiscal 2006, Mr. Dobson received other annuahpensation of $252,324 relating to loans forgiveour
fiscal year ended November 30, 2006, and $4,84#etoement plan payments. In addition, duringdis2006,
we repurchased options from Mr. Dobson that weeipusly granted to him pursuant to the terms sf hi
employment agreement, for an aggregate amount2x,382, of which half was applied as a repaymeatreg
a loan and half to help defray additional expemsesrred in connection with his relocation to Caaz

(5) These grants include 50,000 restricted share
(6) These grants include 20,000 restricted share
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Option Grants during the Fiscal Year Ended Novembei30, 2008 to Named Executive Officers

The following table sets forth information regamglioptions for the purchase of common shares grahigdg
the fiscal year ended November 30, 2008 to the MaExecutive Officers.

% of Total Market Value

Number of Shares Options Granted Exercise Price of Securities

Underlying Options to Employees Per Share Underlying Expiration
Name Granted in Fiscal Year(1) ($/Security) Options(2) Date
Kris Hagermar 326,76( 33.1 10.8i Nil May 8,201
David Dobsor Nil n/e n/e Nil n/e
Douglas McCollan Nil n/e n/e Nil n/e
Jeff Hasting:s 40,00( 4.1 10.1(C Nil March 6, 201
Amanda Bedboroug 30,00( 3.C 10.1C Nil March 6, 201
Kevin Thornton 25,00( 2.t 10.2(C Nil March 6, 201

(2) In fiscal 2008, options were granted representitafal of 987,051 underlying shares of which 59,0@0e
designated as restricted share units. None oflibeeagrants were for restricted share ui

(2) Based on the difference between the exercise pacshare and the closing market price per shatheon
NASDAQ as at November 30, 2008, of $4.

Aggregate Options Exercised During the Fiscal YeaEnded November 30, 2008, Most Recently Completed
Financial Year and Option Values at November 30, ZIB for Named Executive Officers

The following table shows the number of optiongtiochase common shares exercised by the Named tiwea
Officers during our fiscal year ended NovemberZm8. The value of unexercised in-the-money optafrthose
persons has been based on the closing price abthenon shares on the Nasdag Global Market on NogeBl

2008.
Value of Unexercisec
Unexercised Options a In-the-Money Options as al

Shares Acquirec  Aggregate Value November 30, 200¢ November 30, 2008(1
Name On Exercise Realized Exercisable Unexercisable  Exercisable Unexercisable
Kris Hagermar Nil Nil 163,38l 163,38( $ Nil $ Nil
David Dobsor 203,35 $ 1,776,92. 13,54( Nil 41,43 Nil
Douglas McCollan Nil Nil 97,03: 20,88 262,49( 6,53¢
Jeff Hasting: 25,00((2) 240,09 37,50( 177,50((2) Nil 105,75((2)
Amanda Bedboroug 5,00((3) 54,10( 78,67 60,27((3) 225,43t 64,27¢(3)
Kevin Thornton Nil Nil 10,00( 55,00( Nil Nil

(1) Based on the difference between the exercise pacehare and the closing market price per shatkeon
NASDAQ as at November 30, 2008 of $4.

(2) All of the shares acquired by Mr. Hastings wer@tigh the exercise of restricted share units. As of
November 30, 2008, Mr. Hastings has 25,000 unesa@te restricted share units which have a valt
$105,750

(3) All of the shares acquired by Ms. Bedborough whreugh the exercise of restricted share units.fAs o
November 30, 2008, Ms. Bedborough has 15,000 unesedale restricted share units which have a valt
$64,276.

Compensation Committee Interlocks and Insider Parttipation

None of our executive officers serves as a membtreoBoard of Directors or compensation commitiéany
entity that has one or more executive officersisgras a member of our Board of Directors or conspéon
committee.
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Compensation of Directors and Executive Officer:

For the fiscal year ended November 30, 2008, thepemsation paid to individuals, other than membémur
management, for serving as a director was $25,809¢qar. The chairperson of each Board committeepaa an
additional $15,000 for our fiscal year ended Noven®0, 2008. In addition, each independent direct@ur Board
received compensation for services provided as reesrdif the special committee which evaluated offer<orel
Corporation during fiscal 2008. During their timeservice on the committee, Mr. Giffen received pamsation of
$180,000, and Mr. Cohen and Mr. Ciporin each eamuedpensation of $60,000.

Each new non-employee director that joins our Baglidreceive options to purchase 25,000 commonesha
The exercise price of all such options shall beaétputhe fair market value of those shares ordtite of the grant.
These options vest as to 25% on the first anniveisiahe date of grant and as to an additional 238zh year
thereafter in quarterly installments. Upon the oooce of a significant event (such as a changeimtrol), as
defined under the 2006 Equity Incentive Plan, ptlans or other equity awards held by members oBmard unde
the plan shall immediately vest.

We also reimburse directors and officers, respeltj\for reasonable out-of-pocket expenses incumed
performing their duties. Directors and officersoof subsidiaries do not receive any additional neenation for
acting in that capacity but will be reimbursed feasonable out-of-pocket expenses incurred in paifg their
duties.

Material Terms and Conditions of Employment Agreemats

We have employment agreements with certain of the&t Executive Officers. The agreements contain,
among other things, confidentiality, non-solicibetiand non-competition covenants that will applyirtyithe term
of each officer's employment and for a specificipgrof time after termination of their employment.

Kris Hagerman. In May 2008, we entered into an employment ageggwith Kris Hagerman, our Interim
Chief Executive Officer. The Agreement provides thla. Hagerman will receive an annual base saléry o
US$600,000 and will be eligible to participate mannual bonus plan pursuant to which he may eaanaual
bonus based on achievement of annual performareeties, with a target annual bonus of US$400,000.

Mr. Hagerman'’s bonus for the period from May 8, 2088 November 30, 2008 is to be paid out at theXd payout
level. The agreement also provides that Mr. Hagammidl be eligible to participate in the 2006 Equihcentive
Plan as amended from time to time and such otteedbased incentive plans for our senior executivader the
Equity Incentive Plan, we granted Mr. Hagermanangito acquire 326,760 common shares with an eseeprice
equal to $10.87 (the fair market value of the Clag®mmon shares on the grant date). Mr. Hagerman'’s
employment agreement runs for a term of one yeatwithstanding the agreement’s term, Mr. Hagerman'’s
employment may be terminated at any time by eiplaety, subject to certain notice provisions in ¢évent of
termination under certain circumstances.

David Dobson. In April 2008, David Dobson voluntarily resignad chief executive officer to accept a senior
executive position at another corporation. Mr. Dmbeemained with us until the end of June 2008 wliner assisted
in transition and the Special Committee assignezl/tduate Vector's purchase proposal at that thsepart of the
conditions of fulfilling these duties, Mr. Dobsoeceived accelerated vesting on all his in-the-mayions as well
as a bonus of CDN$200,000, which was contingertherapproval of the special committee.

Douglas McCollam. In December 2003, we entered into an employmgmeteanent with Douglas McCollam,
our Chief Financial Officer and a former membepof Board. He currently receives an annual baseysaf
CDN$260,000 (US$209,898 based on the exchang@raféect as of the close of business on Novembe2808),
with an annual target bonus of 100% of the bassshlased on meeting financial targets set by @ard or
compensation committee. If we terminate his empleyhwithout cause, we are obligated to pay to hiomg sum
of one month of his then current base salary par géservice, up to a maximum of three months.
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Amanda Bedboroughln January 2003, we entered into an employmemesgent with Amanda Bedborough,
our Executive Vice President, International Opersi She currently receives an annual base sdl#13,86,000,
with an annual target bonus of £101,296 (US$276af86US$155,763, respectively, based on the exehatg in
effect as of the close of business on NovembeB08) based on meeting targets set by our Boacdrapensation
committee each year. In addition, she may be ééidir a target bonus at the sole discretion ofBagrd. If we
terminate her employment without cause, we aregat#d to pay to her up to 18 months of her baseysahd
maintain her benefits for up to 18 months. In therd there is a change of control, and we terminate
Ms. Bedborough’s employment during the period beigig one month before and ending six months alffter t
change of control, she is entitled to receive 1&1tm® written notice. In lieu of notice, we may ¢lecpay her up to
18 months of her base salary and maintain her lierief up to 18 months.

Jeff Hastings. In July 2007, we entered into an employment agese with Jeff Hastings, our President and
General Manager of Digital Media. He currently iiges an annual base salary of US$300,000 with anararget
bonus of 100% of the base salary based on meeétiagdial targets set by our Board or compensationnittee.
The agreement also provides that Mr. Hastingsheileligible to participate in the 2006 Equity Inttea Plan as
amended from time to time and such other sharedbasentive plans for senior executives. Under [tiés, we
granted 50,000 restricted share units of the Compmbe vested over the first two years of his eyplent. If we
terminate his employment without cause, we arggabdid to pay to him a lump sum of twelve monthargadnd to
accelerate the vesting on all the restricted shaits issued above.

Kevin Thornton. In August 2007, we entered into an employmen¢@geent with Kevin Thornton, our Senior
Vice President, Sales and Marketing, Americas. litestitly receives an annual base salary of US$284uith an
annual target bonus of US$176,000 based on meftiangcial targets set by our Board or compensatmnmittee.
If we terminate his employment without cause, weeabligated to pay to him a lump sum of six montiése salary
plus an annual incentive payment of 100% of thgeilevel, pro-rated for a six month period.

Key Resource Bonus

In 2008, we agreed to award Doug McCollam, ChiefRcial Officer, and Amanda Bedborough, Executive
Vice President, International Operations, with @ fesource bonus. The key resource bonus is aroat&dgment
of each recipient’s past and anticipated futurerioutions to our business and is a special bosejsarate from any
merit adjustments linked to the annual performameeéew of either individual. The amount awarded to
Mr. McCollam was $100,000 and the amount awardédgoBedborough was $100,000, each of which wilpbil
in two installments, in March 2009 and Septemb&%2®ayment in full of the key resource bonus petelent on
each recipient’s continued employment in good stapdith us. If a recipient’'s employment is ternmtied without
cause prior to September 2009, payment of the ésgyurce bonus will be prorated based on that esttijgi actual
term of employment and will not offset any sevempayments. If a recipient resigns or is terminébedause pric
to September 2009, that recipient is entitled tamuwe than that portion of the key resource boraysrent already
received.

Composition of the Compensation Committee

The compensation committee assists the Board ermeting and administering the compensation for the
executive officers of us and our subsidiaries. Byiaur fiscal year ended November 30, 2008, thepemsation
committee was comprised of three directors: St&eimen, Amish Mehta and Alexander Slusky (Chair).

Other than Amish Mehta, none of the members ottmpensation committee is an officer, employeeoné!
officer or employee of us or any of our affiliatééo member of the compensation committee is ekgiblparticipat
in our executive compensation program.
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Report on Executive Compensatiot

The compensation committee’s executive compensatidosophy is guided by its objective to obtaim an
retain executives critical to our success and th@ecement of shareholder value. We entered infdagmment
agreements with certain of our executive officezfole our initial public offering in May 2006, prito which the
Company did not have a compensation committee. @ogret with our initial public offering, the compsation
committee was established to:

» oversee our compensation and benefits policiesrgkyre

» oversee and set compensation for our executiveers

« evaluate executive officer performance and reviawmanagement succession plan;
 review compensation related disclosure to be filegubmitted by us

A copy of our compensation committee charter islalike on our website at
http://investor.corel.com/documents.cfm or by cotitey us directly at 1600 Carling Avenue, Ottawat&io,
Canada, K1Z 8R7, (613) 728-0826.

Following our initial public offering, compensatiomatters relating to our executive officers areraped by
our Board upon the recommendation of the compemsattmmittee. The compensation committee requélstad
our human resources management engage outsiddtatineuon executive compensation.

The compensation committeseexecutive compensation philosophy is intendgataide a competitive level «
compensation and to reward individual performaig. executive compensation program is composeasé b
salary as well as short-term incentives and edqoigntive plan rewards (the “incentive plans”). Tdoenpensation
of our executives is primarily based on the achiemet by us of financial targets and on the achierdrby the
individual of personal goals and objectives. Owiggincentive plans are designed to encourage st of our
common shares and our long-term growth. The skeont-incentives are designed to achieve growth Hialeaicies
required in the short-term.

Each Named Executive Officer’s performance andedlaalary level, annual bonus target and level of
participation in the incentive plan is reviewed ampproved annually by the compensation committe®imunction
with appropriate senior management.

For the fiscal year ended November 30, 2008, thepemsation committee recommended awards, as grort-t
incentives equal to approximately 75% of each Nafestutive Officer's base salary. These awards Wwased on
the achievement of certain revenue and profit targad personal goals and objectives.

The former chief executive officer's compensaticasvdetermined pursuant to the terms of an employmen
agreement with him prior to the Company’s initiabjic offering. At that time, the Company made tedmination
as to appropriate compensation of its chief exgeutdfficer, as compared with other comparable corigza The
interim chief executive officer's compensation foe fiscal year ended November 30, 2008 is primpddised upon
a base salary plus a bonus based upon the achievefredrporate revenue and earnings targets édbcribed in
the employment agreement between the Company amd hi

No additional benefits or perquisites are provitiechembers of management that are not available to
employees of Corel generally. These currently ideluision care, health, long-term disability, dérgaoup life
insurance and a fithess/technology/wellness benefit

The compensation committee intends to continualbfuate the compensation of its executive offidersed ol
the compensation objectives as fully describethéndompensation committee charter.

Report Presented by:
Steven Cohen
Amish Mehta
Alexander Slusky (Chair)

122




Table of Contents

Performance Graphs

As of November 30, 2008, the following graphs shbetotal cumulative return on a $100 investment on
May 2, 2006 in common shares of Corel Corporatiith the cumulative total return of the S&P/TSX Carsjte
Index, the NASDAQ Composite Index and the NASDAQ@ I@chnology Sector Index, for the period commegcin
on May 2, 2006 and ending on November 30, 200&naisg) reinvestment of all dividends.
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Indebtedness of Directors, Officers and Others

Other than as described in “Item 13Gertain Relationships and Related Transactigraur directors, senior
officers, and their associates were not indebtadstor to any of our subsidiaries at any time dydar fiscal year
ended November 30, 2008.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS ANDMANAGEMENT

Beneficial Ownership

The following table sets forth information regamglithe beneficial ownership of our common sharesstaavs
the number of shares and percentage of outstacdimgnon shares owned by:

» each person who is known by us to own benefici#yor more of our common shar
» each member of our Boar

 each of the Named Executive Officers;

« all members of our Board and our executive offi@asa groug

Beneficial ownership is determined in accordanad BEC rules, which generally attribute beneficial
ownership of securities to each person who possesiber solely or shared with others, the powercte or
dispose of those securities. These rules alsodeeatitstanding all shares that a person wouldvecgon exercise
of stock options or warrants held by that persa #ne immediately exercisable or exercisable wiétl days of the
determination date of January 28, 2009, which éndhse of the following table is March 29, 20098k issuable
pursuant to exercisable stock options are deembd tutstanding for computing the percentage ovinifers the
person holding such options, but are not deemestanding for computing the percentage ownershgmgfother
person. The percentage of beneficial ownershiphferfollowing table is based on 25,822,665 shauwtstanding, as
of November 30, 2008. We have only one class oftggecurities outstanding and all holders of sclass have th
same rights, preferences and privileges. Our nsgareholders do not have any voting rights thatdferent from
the voting rights of shareholders generally. Tolknowledge, except as indicated in the footnotdhitotable and
pursuant to applicable community
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property laws, the persons named in the table balevoting and investment power with respect te@hmon
shares shown as beneficially owned by them.

Principal Shareholders Table

Name and Address of Beneficial Owner(: Number of Common Shares Percent of Clas
Five Percent Shareholder

Vector Capita 17,657,61(2) 68.38%
Executive Officers and Directors

Alexander Slusky(3 17,691,66(3) 68.51%
Kris Hagermar 272,30((4) 1.05%
David Dobsor 13,54((5) *
Douglas McCollan 99,44((6) *
Jeff Hastings 63,12%7) *
Amanda Bedboroug 88,944(8) *
Kevin Thornton 18,75((9) *
Amish Mehta(10 16,16¢(11) *
Steven Cohe 16,96¢(12) *
J. lan Giffen 32,734(13) *
Daniel T. Ciporin 21,87414) *
All directors and executive officers as a group ff&rsons 18,427,85(15) 71.35%

* Less than 1%

(1) Except as otherwise indicated, the address for banbficial owner is c/o Corel Corporation, 1600liag
Avenue, Ottawa, Ontario, Canada K1Z 8|

(2) All of these shares are held, directly or indingdty Corel Holdings, L.P., a Cayman Islands limipedtnershig
The sole general partner of Corel Holdings, L.R/gstor Capital Partners Il International Ltd., eiis wholly
owned by VCPII International LLC. The managing membf VCPII International LLC is Alexander Slusky.
The address for Corel Holdings, L.P. is c/o Ve&apital, 456 Montgomery Street, 19th Floor, SameEisco,
California 94104

(3) Includes 34,048 common shares issuable upon threisg®f options that are exercisable within 60sdafy
January 28, 2009 all of which are vested. With eespo the remaining 17,657,614 shares, Mr. Sluaky,
principal of Vector Capital, has voting and investrhpower over the common shares owned by Vectpit&ta
and therefore beneficially owns the common shaeds Iy VVector Capital. Mr. Slusky, however, disoiai
beneficial ownership of these common shares, exodpe extent of his pecuniary interest in theime &ddres
for Mr. Slusky isc/o VectorCapital, 456 Montgomery Street, 19th Floor, SamEisco California 9410

(4) Consists of 272,300 common shares issuable upoexgreise of options that are exercisable withid&@s of
January 28, 2009, all of which are vest

(5) Consists of 13,540 common shares issuable upoextireise of options that are exercisable withird&fs of
January 28, 2009, all of which are vest

(6) Consists of 99,440 common shares issuable upoextireise of options that are exercisable withird&fs of
January 28, 2009, all of which are vest

(7) Consists of 63,125 common shares issuable upoextireise of options that are exercisable withird&gs of
January 28, 2009, all of which are vest

(8) Consists of 88,942 common shares issuable upoextireise of options that are exercisable withird&gs of
January 28, 2009, all of which are vest
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(9) Consists of 18,750 common shares issuable upoextéreise of options that are exercisable withird&@s of
January 28, 2009, all of which are vest

(10) Mr. Mehta, a principal of Vector Capital, does hawe voting or investment power over the commomesha
beneficially owned by Vector Capital. The addressMr. Mehta is c/o Vecto€apital, 456 Montgomery Stre
19th Floor, San Francisco, California 941

(11) Consists of 16,169 common shares issuable upoexereise of options that are exercisable withird&@s of
January 28, 2009, all of which are vest

(12) Consists of 16,969 common shares issuable upoexereise of options that are exercisable withird&@s of
January 28, 2009, all of which are vest

(13) Consists of 32,732 common shares issuable upoexeireise of options that are exercisable withird&@s of
January 28, 2009, all of which are vest

(14) Consists of 21,875 common shares issuable upoexeireise of options that are exercisable withird&@s of
January 28, 2009, all of which are vest

(15) Includes 766,242 common shares issuable upon #reisg of options that are exercisable within 6@sdaf
January 28, 2009, all of which are vested, and.t857,614 common shares of Vector Capital whieh ar
beneficially owned by Alexander Slusk

Securities Authorized For Issuance Under Equity Corpensation Plans

The following table sets forth certain informatieating to our equity compensation plans as ofévaber 30,

2008:
Number of Securities
Number of Common Remaining Available
Shares to be Issued Weighted-Average for Future Issuance
upon Exercise of Exercise Price of under Equity
Plan Category Name of Plan Outstanding Options Outstanding Options Compensation Plan
Option Plans approved 2003 Share Option
by our Shareholders and Phantom Share
Unit Plan 504,49¢ $ 2.61 —
2006 Equity Incentive
Plan 2,890,53(1) $ 11.37 3,358,97.
Totals 3,395,03! $ 10.0: 3,358,97

(1) Included in this balance are options granted bgrWitleo to its employees prior to our acquisitidrinderVideo,
which options, upon exercise, are convertible 826,103 of our common shari

Equity Incentive Plan and Other Compensation Plans
Equity Incentive Plan

Our equity incentive plan was adopted by our B@ard approved by our shareholders in February 2006.
equity incentive plan provides for the grant ofiop$ to our employees and employees of our sulvgdjsand for
grants of restricted shares, share appreciatidnisiigestricted share units, performance shars,uteferred share
units, phantom shares and other share-based ateands employees, consultants and directors, amilayees,
consultants and directors of our subsidiaries dfilthtes. Options granted to our U.S. employeey ba incentive
stock options or non-qualified options for U.S.deal income tax purposes. At the inception of tlam p2,850,000
common shares were made available for issuan@adhn of May 2007 and May 2008, the Board of Dinecto
authorized an additional 2,000,000 common shara#iade for issuance under the equity incentiva plehich wer:
subsequently ratified by our shareholders.

Share Reserve A total of 6,249,505 common shares are authofiaessuance under the equity incentive plan
as of November 30, 2008. Of these shares, no rhare§00,000 may be issued upon exercise of inaestock
options under the plan and no more than 645,000bwagsued as restricted shares.
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Appropriate adjustments will be made to the nundferuthorized shares under our equity incentive plad to the
shares subject to outstanding awards in the eeartyoreorganization, recapitalization, share spiitidend or othe
change in our capital structure in order to accdonthe changed circumstances.

Shares subject to awards under the equity inceptarethat lapse, expire, terminate, or are faefebr settled
in cash, and shares surrendered to us as paymexeise price, withholding tax, or as part obsrard exchange
program, will again become available for grantserrttie equity incentive plan. Common shares useatisfy
awards under the plan may be authorized and umisshages, or shares acquired by us on the operetnark

No more than 500,000 common shares may be subj#ue total awards granted under the equity ingenti
plan to any individual participant in a given calanyear.

Administration of Awards.Our Board or a committee of directors appointgabr Board, will administer our
equity incentive plan. The Board or committee oédiors will include the appropriate number of aeddirectors
with the appropriate qualifications in the casewfrds intended to satisfy the independence or otiggirements
of exceptions under U.S. Internal Revenue Codei@et62(m) for performance-based compensation,

Rule 16b-3 under the Securities Exchange Act o188 any applicable exchange or quotation systdesr The
Board or committee has the power and discretionatlority to determine the terms and conditionthefawards,
including the individuals who will receive awardise term of awards, the exercise price, the nurabshares
subject to each award, the limitations or restitsion vesting and exercisability of awards, theeleration of
vesting or the waiver of forfeiture or other resions on awards, the form of consideration payahblexercise,
whether awards will be adjusted for dividend eglgimgs and the timing of grants. The Board or cortemitilso has
the power to modify, amend or adjust the termsamdlitions of outstanding awards, to implementward
exchange program, to create other share-based afeaindsuance under the equity incentive plartange for
financing by broker-dealers (including payment yoficommissions), to establish award exercisequoes
(including “cashless exercise”) and to establighcpdures for payment of withholding tax obligatievith cash or
shares.

Stock options. The Board or the committee may grant options déinatin the case of U.S. recipients, intended
to qualify as incentive stock options for U.S. fexdléncome tax purposes or non-qualified optiorfse Board or the
committee will determine the exercise price of op# granted under our equity incentive plan, baepkas require
by law of a foreign jurisdiction or due to a mergemther corporate transaction, the exercise mi@n option may
not be less than 100% of fair market value of mmmon shares on the date the option is grantednEentive
stock options granted to any participant who owtrleast 10% of the voting power of all classeswf o
understanding shares, the option award must na hderm longer than five years and must have arcese price
that is at least 110% of fair market value of ommenon shares on the date of grant. No options reayrénted for a
term longer than 10 years. Options may be exer@saqutovided in the applicable award agreementefzdy, whet
a participant is terminated by us for good cause, participant voluntarily resigns, outstandingested options
granted under the equity incentive plan will bfdded immediately. For other terminations of enyphent, vested
options generally remain exercisable for three m®after termination, except they generally renexi@rcisable for
one year after death. Specific provisions of atemiemployment agreement may provide for diffeteggtment.
However, an option granted under our equity insenpilan is never exercisable after its term expires

Share Appreciation RightsShare appreciation rights (SARs) may be gramteambnjunction with a related
option, as tandem SARs, or separately as freedisigi®ARs. SARs generally allow the participantdoaive the
appreciation on the fair market value of our comrabares between the date of grant and the exetaisefor the
number of shares with respect to which the SAReiadgpexercised. Tandem SARs are generally exeleifased
on certain terms and conditions of the underlyiptioms, although the committee may grant tandem Swikh a
base price that is higher than the underlying optidce. Free-standing SARs are granted with a pase not less
than 100% of the fair market value of our commoareh on the date of grant and are subject to tandsondition
as determined by the board or the committee. Thador the committee may provide that SARs be payiabcast
in common shares, or a combination of both, angestibo any limitations or other conditions aseeths
appropriate. SARs may be payable on a deferred bayy to the extent provided for in the participsiaward
agreement.
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Restricted Shares Restricted share awards are common shares tslainvaccordance with restrictions that are
determined by the Board or the committee. The Boartie committee has the discretion to deterntiee t
individuals who will receive a restricted share aidydhe number of shares granted, when the shalidsewaid to
the participant, whether the participant will hakie right to vote the restricted shares or recdivielend amounts,
whether the shares will be issued at the beginoirthe end of a restricted period and any othenseand condition
with respect to vesting, deferral, payment optiand other award characteristics as it deems apptepihe
committee may also provide that the participant tm@granted a cash award that is payable uponetting of the
restricted shares. Generally, unless our Boarl@committee decides otherwise, upon a participaatmination ¢
employment for any reason, restricted shares tiat hot vested are immediately forfeited to us. iVa@articipant
terminates employment for disability, death, retiemt, early retirement or other special circumstanthe
committee may waive the forfeiture requirement atieer restrictions on the shares. Specific proumsiof a written
employment agreement may provide for differentttresnt.

Restricted Share UnitsRestricted share unit awards may consist of grahtights to receive common shares
or the value of common shares or a combinatiorotti,bwhich may vest in installments or on a def@ivasis.

Performance Share UnitsPerformance share units are awards of restrghtade units that will result in the
delivery of common shares or a payment of the vaftedmmon shares to a participant only if perfoncegoals
established by the Board or the committee are aetier the awards otherwise vest. The Board oconemittee
will establish, in its discretion, performance ggathich will determine the number of performaniare units and
the value of common shares, if any, to be paidoparticipants. The Board or the committee wilcaset time
periods during which the performance goals mushbe The performance goals may be based upon the
achievement of corporation-wide, divisional or widual goals, or any other basis as determinedhéyBbard or the
committee. The Board or the committee will detemnivhether payment for performance share unitsheilinade ii
cash, common shares or a combination of both. fiitialivalue of performance share units will bea¢ished by th
Board or the committee by the date of grant antbeilset at an amount equal to the fair marketevaflour
common shares on the date of grant. The Boardeocdimmittee may modify the performance goals asssy to
align them with our corporate objectives only iétb has been a material change in our businesstmes or
capital or corporate structure.

Deferred Share Units.Deferred share unit awards are awards similamards of restricted share units except
that such awards may not be redeemed for commaassbafor the value of common shares until théigipant ha
ceased to hold all offices, employment and diresttips with us and our affiliates.

Other Share-Based AwardsThe Board or the committee may create other faf@vards in addition to the
specific awards described in our equity incentikpvhich may be granted alone or in tandem wiklepawards
under the plan. The Board or the committee has t&mputhority to determine the persons to whomthadime o
times at which such other share-based awards &ijjranted, the number of common shares, if anlyetgranted,
whether the value of the awards will be based @meshor cash, and any other terms and conditions.

Effect of a Significant EventIn the event of a significant event as definedun equity incentive plan, and
unless otherwise provided in an award agreemeatwritten employment contract between us and a plan
participant, our Board may provide that the suomessrporation will assume each award or replavétht a
substitute award, or the awards will become exabtésor vested in whole or in part upon writtenicetor the
awards will be surrendered for a cash paymentnprcambination of the foregoing will occur. Uposignificant
event, all options granted to members of our Betial immediately vest. If a participant in the ggincentive
plan is entitled to receive payments that wouldlifjuas excess “parachute payments” under Sect8f2of the
U.S. Internal Revenue Code, those payments magcheed so that the participant is not subjectecetttise tax
under Section 4999 of the U.S. Internal RevenueeGisuch a reduction would result in the partiagsreceiving
a greater after-tax payment.
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Under the plan, and unless otherwise defined iaveard agreement or a written employment agreement
between us and a plan participant which governd §aibject to certain exceptions described in tha)pla
significant event means:

 aperson or group of persons (other than Vectoit@legnd its affiliates) becomes the beneficial ewaof
securities constituting 50% or more of our votirayver;

* 50% of our current Board (including any successpoved by 50% of our current Board) cease to
constitute 50% of the Boar

< a merger, consolidation, amalgamation or arrangéfeera similar transaction) involving us occurelass
after the event, 50% or more of the voting powethefcombined company is beneficially owned by
stockholders who owned all of our common sharesediately before the event;

* our shareholders approve a plan of complete lidigidar winding-upof us, or the sale or disposition of al
substantially all our assets (other than a trartefan affiliate).

Transferability. Awards under our equity incentive plan generatly not transferable other than by will or by
the laws of descent and distribution or as expygsstmitted by the Board. Except as noted, onlypidugicipant ma
exercise an award.

Section 162(m) ProvisionsAwards to any participant whom the committee detees to be a “covered
employee” under Section 162(m) of the U.S. InteRavenue Code may be subject to restrictions, diwtuthe
establishment of performance goals, as necessathid@ward to meet the requirements for perforradrased
compensation.

Additional Provisions. Our equity incentive plan will automatically temate in 2016 unless we elect to
terminate it sooner. In addition, our Board hasrtpbt to amend, suspend or terminate the plamtiene provided
that such action does not impair any award preWagisinted under the plan. We will not be respolesibawards
under the equity incentive plan result in penalttea participant under Section 409A of the U.$erdmal Revenue
Code. Amendments to the plan will be submittedsfrareholder approval to the extent required byiegiple law.

Prior Incentive Plans

Effective December 1, 2003, we adopted a sharempind phantom share unit plan (which we refeistowa
prior plan). Our prior plan provided for the grarfitunits, options and phantom shares to our emplayefficers and
consultants.

As of November 30, 2008, there were units with eespo 504,499 common shares outstanding undearibie
plan and there are no separate options or pharftanes outstanding. Each unit consists of a stotkhmphat
enables the holder to acquire a fixed number ofrnomshares at a stated exercise price and a phahi@m unit in
respect of the same number of shares as the optitinthe same stated exercise price. Upon execfifiee stock
option portion of the unit, we will issue commorasss to the holder. Upon exercise of the phantameshnit
portion of the unit, we may pay the holder an antaficash equal to the fair market value of the g@mm shares
underlying the phantom share unit, less the exemmiEe, or we may deliver common shares with rarfeirket valu
equal to such amount of cash. In addition, in tecof a stock option exercise or a phantom shatexercise, we
may effect a net settlement, in which we delivertlumber of common shares equal in value to therfarket valu
of the common shares underlying the option, lesettercise price. A holder may not exercise bothstbck option
component of the unit and the phantom share unitpoment. When a holder exercises either the stptikro
component or the phantom share unit componentttiex component is no longer exercisable. No amiti units,
options or phantom share units will be granted unde prior plan, but the outstanding units grantader our prior
plan will remain outstanding in accordance withitherms.

Appropriate adjustments will be made under ourrgsian to the number of shares subject to outstendi
awards in the event of any future reorganizatienapitalization, share split, dividend or otherrd®in our capital
structure in order to account for the changed onstances.
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Units granted under the prior plan generally ves28% of the units granted on the first anniversdrghe date
of grant and an additional 6.25% of the units gedrdt the end of each three month period subsetméme first
anniversary date.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

Other than as described below, since DecemberQl7, 28ere has not been, and there is not currentiyosed,
any transactions or similar transactions to whiehwere or will be a party in which the amount inieal exceeded
or will exceed $120,000 and in which any direcexecutive officer, holder of 5% or more of any sla$ our voting
stock or any member of their immediate family hadvdl have a direct or indirect material interest.

In connection with certain transaction advisory kvperformed on our behalf, we paid Vector Capital
transaction fees and reimbursements for expensgspobximately $404,000 in fiscal 2008. In additiwe paid
$75,000 of director fees to each of Mssrs. Slusid/ Mehta, principals of Vector Capital. Payment¥éxtor
Capital made in fiscal 2008 were made pursuartigdExpense Reimbursement Agreement (incorporated by
reference as exhibit 10.16 to this annual repoiff@m 10-K), reimbursement of expenses of Mssissk§l and
Mehta and payment to Vector Capital of directoegd earned by them. While we do not maintain aewrpolicy
with respect to related party transactions, wevalitimaintain a list of related parties and monéay potential
transactions with such parties, including Vectopi@d and affiliates of Vector Capital.

We have determined that Messrs. Ciporin, CohenGiffdn meet the standards of independence under
applicable NASDAQ Stock Market (“NASDAQ?”) listingandards, including that each member is free of any
relationship that would interfere with his or hedividual exercise of independent judgment.

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

PricewaterhouseCoopers LLP has audited our comdetidbalance sheets as at November 30, 2008 and
November 30, 2007 and the consolidated stateméwosevations, changes in sharehol’ (deficit) equity and cash
flows for the years ended November 30, 2008, Nowr3B, 2007 and November 30, 2006 as stated inréqaort
appearing in this Annual Report on Form 10-K. ReigerhouseCoopers LLP has been our auditor sincetMa
1998.

Audit Fees

PricewaterhouseCoopers LLP billed us $1,581,458008 and $2,011,957 in 2007 for professional sesvic
rendered for the audit of our annual financialestagnts, the filing of our registration statementonm F-1, and the
review of financial statements included in statytand regulatory filings.

Tax Fees

PricewaterhouseCoopers LLP billed us $4,880 in 2068%$307,497 in 2007 for professional servicedeezd
for tax compliance, tax advice, and tax planninige Taxation advisory services provided related grilypto payroll
taxation matters, taxation of stock options angbaration of corporate tax returns.

All Other Fees

PricewaterhouseCoopers LLP billed us $72,402 irs20@d $170,814 in 2007 for professional servicadees(
in connection with statutory audits and other nmiatte

The Audit Committee has considered whether theipimv of these services is compatible with mairitajn
PricewaterhouseCoopers LLP’s independence andtigeaipinion that the provision of these servicessohot
compromise PricewaterhouseCoopers LLP’s indeperddriee Audit Committee, in accordance with the Audi
Committee’s policy for the engagement of our indefent auditor to provide non-audit services, mustgpprove
all non-audit services provided by Pricewaterhousyg@rs LLP. The policy restricts the type of nonliagervices
that the auditors may provide to our subsidiaries @s. It includes a mechanism for the considenaind pre-
approval by the Audit Committee of all servicedtoprovided by the auditors as well as the assatiaes. In our
fiscal year ended November 30, 2008, all non-asglitices that were performed by the auditors wezeapproved
by the Audit Committee.
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PART IV

ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

(a) The following documents are filed as part @ fReport:

1. Financial Statements.

Incorporated by reference from the financial staets and notes thereto that are set forth in ItehtBis
Annual Report on Form 10-K.

2. Financial Statement Schedules.

Schedule Il Valuation and Qualifying Accounts

(b) The exhibits included in this Report or incarged herein by reference are as follows:

Exhibit
Number

21

22

3.1
3.2
3.3

4.1

4.2

101

10.2

10.3

104

105

10.6*
10.7*
10.8*

Exhibit
Stock Purchase Agreement dated May 1, 2006 by reawh@ Vector CC Holdings IV, SRL, WinZip
Computing LLC, Cayman Ltd. Holdco and Corel Corpiora incorporated by reference to exhibit 2.2 of
the Compan’s Form 1(-Q filed with the Commission on May 5, 20
Agreement and Plan of Merger, dated as of Augus2@86, among Corel Corporation, Iceland
Acquisition Corporation and InterVideo Inc., incorpted by reference to exhibit 2.1 to the Company’s
Form &K filed with the Commission on August 31, 2C
Certificate and Articles of Continuance, incorpethby reference to exhibit 3.1 of the Company’s
Registration Statement (Form F-1 filed with the Commission on April 25, 20(
Articles of Amendment, incorporated by referencexbibit 3.2 of the Compang’Registration Stateme
on Form F-1 filed with the Commission on April 25, 20(
By-laws, incorporated by reference to exhibit ¥2he Company’s Registration Statement on
Form F-1 filed with the Commission on April 25, 20(
Form of Registration Rights Agreement by and am@oge! Corporation and the stockholders named
therein, incorporated by reference to exhibit 4.fhe Company’s Registration Statement on
Form F-1 filed with the Commission on April 25, 20(
Form of Corel Corporation Share Certificate, inavgted by reference to exhibit 4.2 of the Company’s
Registration Statement (Form F-1 filed with the Commission on April 25, 20l
Form of Credit Agreement by and among Corel CorfiamaCorel US Holdings, LLC, Morgan Stanley
Senior Funding Inc., J.P. Morgan Securities Incl Beutsche Bank Securities Inc. and a syndicate of
financial institutions, incorporated by referenoeskhibit 2.2 of the Company’s Form 10-Q filed witte
Commission on May 5, 20(
First Amendment and Waiver to Credit Agreement diai® of December 12, 2006, incorporated by
reference to exhibit 99.1 of the Comp’s Form &K filed with the Commission on December 14, 2|
Employment Agreement between Corel Corporation@aid Dobson, incorporated by reference to
exhibit 10.2 of the Company’s Registration StatenwenForm F-1 filed with the Commission on
April 25, 2006
Employment Agreement between Corel Corporationogglas McCollam, incorporated by referenc
exhibit 10.3 of the Company’s Registration StatentenForm F-1 filed with the Commission on
April 25, 2006
Employment Agreement between Corel Corporationfamanda Bedborough, incorporated by reference
to exhibit 10.5 of the Company’s Registration Statat on Form F-1 filed with the Commission on
April 25, 2006
Employment Agreement between Corel Corporationknigl Hagermar
Employment Agreement between Corel CorporationJaitiHastings
Employment Agreement between Corel Corporationkexn Thornton
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Exhibit
Number

10.9

1C.10
10.11
1C.12
1C.13
1C.14
1C.15

1C.16*
1C.17*

21.1*
23.1*
31.1*
31.2*
32.1*
32.2*
98.1*

Exhibit
2003 Share Option and Phantom Unit Plan, incorpdrhy reference to exhibit 10.7 of the Company’s
Registration Statement (Form F-1 filed with the Commission on April 25, 20(
2006 Equity Incentive Plan, incorporated by refereto exhibit 10.8 of the Company’s Registration
Statement olForm F-1 filed with the Commission on April 25, 20(
Form of Equity Award, incorporated by referencexhibit 10.9 of the Company’s Registration
Statement olForm F-1 filed with the Commission on April 25, 20(
InterVideo, Inc. 1998 Stock Plan, incorporated &fgrence to exhibit 99.1 of the CompasnRegistratio
Statement olForm -8 filed with the Commission on December 14, 2
InterVideo, Inc. 2003 Stock Plan, incorporated &fegrence to exhibit 99.2 of the CompasnRegistratio
Statement olForm -8 filed with the Commission on December 14, 2
Form of Officer and Director Indemnification Agreent, incorporated by reference to exhibit 10.10 of
the Compan’s Registration Statement Form F-1 filed with the Commission on April 25, 20(
Advisory Services Expense Reimbursement Agreenratrporated by reference to exhibit 10.12 of the
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Exhibit 10.6

EXECUTIVE EMPLOYMENT AGREEMENT
Effective May 8 , 2008
(this “ Agreement”)

BETWEEN:

Corel Inc.

(the “Corporation ")
-and -

Kris Hagerman

(the “Executive”)

WHEREAS the Corporation wishes to employ the Executive thedExecutive wishes to become an employee of thpdtation;

AND WHEREAS the Corporation and the Executive agree thatdesrable to enter into this Agreement to spedig/terms and
conditions of the Executive’s employment with thergbration;

NOW THEREFORE in consideration of the mutual covenants and ages¢srcontained in this Agreement, and other goaldvaiuable
consideration, the sufficiency of which is herelsirmowledged, the Corporation and the Executiveeageefollows.

1. Interpretation
1.1 Definitions. In this Agreement, the following capitalized terhrase the following meaning

(@)

(b)
(©)
(d)
(€)
(f)
(@
(h)
0

“Affiliate ” means an affiliated entity and as defined in @ot&ecurities Commission Rule 45-501 and “conémblihas the
meaning given in that Rule, as amended or replfoadtime to time, an®affiliated” has a corresponding meani

“ Base Grant” has the meaning set out in Section

“ Board " means the board of directors of Corel Corporat

“ EBITDA " has the meaning set out in Section.

“Plan” means the 2006 Corel Corporation Equity Plan asdeg:from time to time
“ Salary " has the meaning set out in Section

“ Shares” means Class A common shares of the Corpore

“ Term " means the period from the Start Date to the Tenioindate.

“ Termination Date ” means the date set out in Section 2.1 and iEKeeutive’s last day of active employment and doss
include any period of statutory or reasone
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1.2

13

14

15
1.6

2.2

2.3

2.4

notice or any period of deemed employment “terminat” and“terminate’” have corresponding meanin

Headings, Sections and PluraThe inclusion of headings in this Agreement isdonvenience of reference only and shall not aftsct
construction or interpretation. Throughout this égment, whenever required by context, words impgttie singular include the plural
andvice versa In this Agreement, references to “Sections” ofSohedules” are references to sections in or adbedo this
Agreement, unless expressly stated othery

Deductions and Withholdings.The payments to the Executive set out in this Aguer are subject to applicable deductions and
withholdings.

Benefit Contributions and Participation. The Corporation’s contributions to, the Executivessticipation in, and any conversion of,
the group benefit plans as set out in this Agregraemsubject to the terms and conditions of theefieplans, and changes to or
cancellations of such plans over time, as may b#emath such notice to the Executive as is pratcticthe circumstances, and in the
sole discretion of the Corporatic

Currency . Unless otherwise indicated, all dollar amounfemred to in this Agreement are in United Statasency.

Prevailing Agreement.In the event of any inconsistencies between thiégent and the Plan, the provisions in this Agm@m
supersede the Plan to the extent of such inconsiste

Term and Duties

Start Date and Term.The Corporation agrees to employ the Executivethadxecutive agrees to become employed with the
Corporation on the terms and conditions set otitiimAgreement commencing on May 8, 2008 (tigtdrt Date ”). The Executive’'s
employment ends on the earliest of: (i) the daseehployment is terminated pursuant to this Agredn{@) the first anniversary of the
Start Date (unless the parties enter into a writigreement to extend this date); or (iii) the datew Chief Executive Officer of the
Corporation commences employment (* Termination Date ”).

Position. The Executive will serve in an executive capacgytee Interim Chief Executive Officer of Corel Corgption and in such oth
capacities as may be agreed upon by the Corporatidrihe Executive from time to tin

Duties. The Executive will perform the duties customarigriprmed in his position including, without limitah, regularly reporting his
activities and the results thereof to the Board ERecutive agrees to serve as a director of thipdZation and its Affiliates if an as
requested by the Corporation in good faith and evitttcompensation other than as set out in Secti

Good Faith. The Executive shall devote his full business timd attention to the affairs of the Corporation anidluse his best efforts,
skills and abilities to honestly, faithfully, dikgtly and in good faith promote the Corporatioréstanterests, and he shall not have any
interests that conflict with those of the CorparatiThe Executive shall observe and abide by thieips of the Corporation in effect
from time to time
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2.5

3.
3.1

3.2

3.3

3.4

3.5

Third Party Obligations. The Executive represents and warrants that he tigraesl reasonably believes after proper enquiirgt his
obligations under this Agreement will not breacly abligations the Executive owes to third partiesjuding any of the Executive’s
former employers and the Executive represents ardawts that he has provided to the Corporatiodalments, agreements and
correspondence relating to any such obligationstlhatdat the date hereof, he is not aware of a@iyndl or threatened claims that he has
breached any such obligations in connection wisholligations under this Agreeme

Compensation

Base Salary.The Corporation agrees to pay the Executive anarase salary of US $600,000.00, payable in aerme with the
Corporation’s payroll practices in effect from tireetime, subject to annual review and to increesdetermined by the Board%alary

.

Discretionary Bonus.The Executive will be eligible to participate iret@orporation’s annual bonus plan with a targetisaf

$400,000 of Salary for the achievement of all tesg&ny bonus payment is subject to achievemerihbyExecutive of the performance
targets established by the Board. The Executiversib targets, linearity and acceleration will besistent with those established for
other executives of the Corporation. Currently,geeformance targets are based on a combinatioevefiue targets and target earnings
before interest, tax, depreciation and amortizatideBITDA ”). To be eligible for the bonus payment, the Exa@imust have been
actively employed throughout the fiscal year irpexs of which his performance was assessed, uptes&led otherwise in this
Agreement. Notwithstanding the above, the Execidilgenus for the period from the Start Date to Astg@d, 2008 will be paid out at
the 100% payout leve

Share Based Compensation Plan ParticipatiorThe Executive will be eligible to participate iretFPlan and such other share based
incentive plans or similar plans as may be estabtifor senior executives by the Corporation. Alliens granted to the Executive are
governed by the terms and conditions of the Plaalyding any restrictions on exercise of optiond any requirements to agree to
conditions, restrictions or agreements set outénRlan, except as expressly provided otherwigieisnAgreement

Grant of Options. On the Start Date, the Corporation will grant te Executive options to acquire 326,760 Shares yatgrit to 1.25%
of the Company of Corel Corporation (the Base Grant”), subject to the terms and conditions set ouhia Agreement and the Plan.
The Base Grant of options will have an exerciseegpof equal to fair market value as at the StateDBhe Base Grant of options will be
exercisable as to 8.33% on and after the end ¢f eenth after the Start Dal

Payments for Distributions on Base Grant of Optionslif dividends or other distributions are paid on &iseof the Corporation at a
time when the Executive holds unexercised optiomeuthe Base Grant of options, the Corporatiohprdvide the Executive with a
payment equivalent to distributions the Executiveild have been eligible to receive had the BasaitGrfaoptions been exercise

Expenses, Benefits and Vacatio

General ExpensesThe Corporation will reimburse the Executive fos hkasonable and approved business expenses,iimgcttalel
expenses, incurred by him in connection with thégumance of his duties under this Agreement, upaviding appropriate receip
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4.2

4.3

5.2

5.3

satisfactory to the Corporation and in accordanitle the Corporatio’s policies in effect from time to tim

Benefit Plans.The Executive will be eligible to participate iretgroup benefit plans available to employees ofxbmoration from
time to time, subject to Section 1.4. To the exfrtnitted by the insurers, the Corporation witjuest the waiver of the waiting peric
for participating in the benefit plans, subjectlie Executiv’s pre-existing conditions

Vacation. The Executive will be entitled to four weeks of adon time per year to be taken at times that ansistent with the business
interests of the Corporation, and in accordanch thi¢ Corporation’s vacation policies. The Exeautivay not carry forward vacation
time to subsequent vacation years except to treneréquired by lawn

Termination

Termination by Executive. The Executive may terminate his employment with@ogporation at any time by providing the Corpare
with one month’s notice in writing. If, upon receaf the Executive’s resignation, the Corporatierinates the Executive’s
employment before the date the resignation wae teftective, the Corporation will, in full satistaan of its obligations to the
Executive: (a) pay the Executive’s Salary and viaogbay accrued until the date the resignation twdse effective; (b) reimburse the
outstanding expenses properly incurred by the Biecuntil the date his employment ceases; (c)inastits contributions to the group
benefit plans until the date the resignation wasaeffective, subject to Section 1.4; and (d) theeyExecutive a bonus pro-rated to the
date his employment ceases (in the event that gmmaot ceases other than at the end of a fiscatejuaryear end, any bonus
component that is dependent on a target achievemessured at a fiscal quarter or year end shalblmilated at the 100% payout le
prc-rated for the applicable perioc

Termination by Corporation for Cause. The Corporation may terminate the Executive’s emplent at any time with cause and
without prior notice or any further obligations the Corporation, and the Executive will be inellgibor any bonus or pro-rated bonus
payment. On the termination of the Executive’s emplent for cause, the Corporation will, in fullisédction of its obligations to the
Executive, pay the Executive’s Salary and vacgpiay accrued until the Termination Date, and reirabuhe outstanding expenses
properly incurred by the Executive until the Teration Date

Termination by Corporation without Cause or at the End of the Term. The Corporation may terminate the Executive’s eryplent

at any time, without cause on providing writtenificdtion; the Executive’s employment will termiesautomatically on the first
anniversary of the Start Date; and the Executieeiployment will terminate automatically on the appment of a Chief Executive
Officer. In any such case the Corporation will: gay the Executive’s Salary and vacation pay actuundil the Termination Date;

(b) reimburse outstanding expenses properly indurgethe Executive until the Termination Date; &c)dpay the Executive a bonus pro-
rated to the date his employment ceases (in thet ¢ivat employment ceases other than at the eadistal quarter or year end, any
bonus component that is dependent on a targetweshant measured at a fiscal quarter or year erlttshaalculated at the 100%
payout level praated for the applicable period). All vested stogkions as at the Termination Date shall expirg@&)xmonths followin
the Termination Date. All unvested stock optionsiathe Termination Date shall expire at the cloflSleusiness on the Termination D
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5.4

5.5

5.6

5.7

6.2

Death of the Executive Upon the death of the Executive, this Agreementraatically terminates without notice or any further
obligations by the Corporation. Upon the deathhefExecutive, the Corporation will, in full satisfen of its obligations: (a) pay the
outstanding accrued salary and vacation pay acarntitthe date of the Executive’s death; (b) reimde the expenses properly incurred
by the Executive up to the date of his death; &) @ bonus pro-rated to the date of the Executideah (in the event that such occurs
other than at the end of a fiscal quarter or yedr any bonus component that is dependent on attachievement measured at a fiscal
quarter or year end shall be calculated at the 19896ut level praated for the applicable period); and (d) the slased compensati
awarded to the Executive shall, to the extent tio¢rvise vested, vest so that 50% of all such desit@are based compensation shall be
vested and such vested share based compensatibbesbzercisable for a period of 90 days followthg Executiv’'s death

Consequences of TerminationThe termination of the Executive’s employment foy aeason, including resignation and termination
with cause and without cause, terminates any offiositions the Executive may hold with the Corpioraor any of its Affiliates and
the Executive agrees to immediately resign asexttir of the Corporation and any of its Affiliat®sd to sigh any documentation
necessary to give effect to this Section

Conversion of Benefits on TerminationOn the earlier of the termination of Executive’stigdpation in the group benefit plans or the
cessation of his employment for any reason, thelikee may be eligible to convert the group insubedefits to private coverage
within 30 days, without evidence of insurabilityhd Executive is responsible for promptly arrandmgany conversion options he may
have or obtaining alternate benefits if he chodse so

Compliance with Laws.The Executive’s entitlements under this Sectiomesprovided in full satisfaction of the Executive’s
entitlements to notice of termination, pay in l@funotice, and severance pay, if any, under anyicgipe laws.

Confidential Information and Return of Property

Confidentiality Obligation. The Executive covenants and agrees that he shakinany time during his employment with the
Corporation or any time thereafter, without theopxirritten consent of the Corporation, directlyimdirectly, communicate, reveal or
disclose, in any manner, to anyone, or use formmgose other than in carrying out his duties utlisrAgreement in furtherance of t
Corporation’s business interests, any confidewtigdroprietary information concerning, or learnedharesult of his employment with,
the Corporation or its predecessors, successofiiafefs or related companies including, withomiliation, information concerning thi
assets, businesses, affairs, pricing, costs, teghinformation, financial information, plans orggtunities, manufacturing, processes,
sales and distribution, marketing, research anéldgment, customers, suppliers or employ

Return of Property. Upon ceasing to be employed by the Corporatiorponuequest of the Corporation at any time, thecktiee
shall return to the Corporation all property belioiggto the Corporation or its predecessors, succssAffiliates or related companies
including, without limitation, all documents in afgrmat whatsoever including electronic format ttisain his possession or control, ¢
the Executive agrees not to retain any copies df puoperty in any format whatsoever including etatic format.
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7.
7.1

8.2

8.3

8.4

Non-Solicitation

Employee and Contractor Nor-Solicitation. The Executive covenants and agrees that, while@ragdlwith the Corporation and for

12 months thereafter, the Executive shall not ileducsolicit or attempt to induce or solicit, osia$ any person to induce or solicit any
employee of the Corporation or its Affiliates oryasontractor who regularly provides services to@ueporation or its Affiliates, or
assist or encourage any employee of the Corporatids Affiliates or any contractor who regular evregularly provides services to the
Corporation or its Affiliates to accept employmentngagement elsewhere that competes with thedasof the Corporation or its
Affiliates.

Proprietary and Moral Rights

Proprietary Rights. The Executive recognizes the Corporation’s progrietights in the tangible and intangible propetyhe
Corporation and acknowledges that Executive hasbi@ined or acquired and shall not obtain or aecamy rights, title or interest, in
any of the property of the Corporation or its praassors, successors, Affiliates or related companiuding, without limitation, any
writing, communications, manuals, documents, ims&mts, contracts, agreements, files, literatur, dachnical information, know-
how, secrets, formulas, products, methods, proesdprocesses, devices, apparatuses, trademades names, trade styles, service
marks, logos, copyrights, patents, inventions,aliecies, whether or not protected by patent or dghy;, which the Executive may have
conceived or made, or may conceive or make, edtlwre or in conjunction with others, and relatethebusiness of the Corporation or
its predecessors, successors, Affiliates or reladapanies (collectively, theMaterials ). The Executive agrees that during his
employment with the Corporation and any time afsds all Materials shall be the sole and exclupieperty of the Corporatiol

Waiver of Moral Rights. The Executive irrevocably waives to the greatestrbpermitted by law, for the benefit of and indar of the
Corporation, all the Executive’s moral rights wluaeer in the Materials including, without limitaticany right to the integrity of any
Materials, any right to be associated with any Mate and any right to restrict or prevent the nfigdtion or use of any Materials in a
way whatsoever. The Executive irrevocably transfetfie Corporation all rights to restrict any atibns of moral rights in any of the
Materials including, without limitation, any dist@n, mutilation or other modificatiol

Assignment of Rights.If the Executive has acquired or does acquire, eweny right, title or interest in any of the Maals or in an
intellectual property rights relating to the Masdsi, the Executive irrevocably assigns all suchtrititle and interest throughout the
world exclusively to the Corporation including, gt limitation, any renewals, extensions or relegis relating thereto and any righ
bring an action or to collect compensation for pagtngements

Registrations. The Corporation will have the exclusive right tadah copyright registrations, letters patent, irtdakdesign
registrations, trade-mark registrations or any offietection in respect of the Materials and trellactual property rights relating to the
Materials anywhere in the world. At the expense r@ugiest of the Corporation, the Executive shalihlgluring and after the
Executives employment with the Corporation, execute all doents and do all other acts necessary in orderdble the Corporation
protect its rights in any of the Materials and ithiellectual property rights relating to the Magdsi
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9.
9.1

9.2

10.

10.1

11.
11.1

11.2

11.c

114

11.

Remedies

DefencesThe Executive agrees that all restrictions in $@cti6, 7 and 8 are necessary and fundamental firdhection of the business
carried on by the Corporation and that all suckrict®ns are reasonable and valid, and, to thergxtermitted by applicable law, the
Executive waives all defences of the Executivehtogtrict enforcement thereof by the Corporat

Injunctive Relief. The Executive acknowledges that a breach by theEixe of any of his obligations in Sections 6,nd & will result
in the Corporation suffering irreparable harm, vwheannot be calculated or fully or adequately camspéed by recovery of damages
alone. Accordingly, the Executive agrees that tbepGration shall be entitled to interim and pernranejunctive relief without proof ¢
actual damages, specific performance and othetaddj@iremedies, in addition to any other reliefvtich the Corporation may become
entitled.

Obligations Not Exhaustive

Fiduciary. The Executive acknowledges that the obligationgainad in Sections 6, and 7 are in addition to @pligations that the
Executive may now or hereafter owe to the Corpomatat law, in equity or otherwise. Nothing con&rin this Agreement is a waiver,
release or reduction of any fiduciary obligatiohattthe Executive owes to the Corporati

General

Survival. Sections 6, 7, 8, and 9, and this Section 11.ligeithe termination of this Agreement and the Exieels employment for
any reason whatsoevt

Severability. If any provision of this Agreement is declared vordunenforceable, such provision shall be deeraedrsd from this
Agreement to the extent of the particular circumesés giving rise to such declaration, and suchipi@v as it applies to other persons
and circumstances and the remaining terms and timmsliof this Agreement shall remain in full foraed effect

Entire Agreement. This Agreement, including the attached Schedulésta® documents referenced therein, constitutesritiee
agreement between the Corporation and the Execoitiee subject-matter herein and it supersedgsiall agreements and
understandings, whether written or oral. Therenareepresentations, warranties or collateral agesson the subject-matter herein
that exist outside of this Agreeme

Amendments.This Agreement may only be amended by written agese executed by the Corporation and the Executosaever,
changes to the Executive’s position, duties, vacatbenefits and compensation, over the coursienef o not affect the validity or
enforceability of Sections 5, 6, and

Governing Law. This Agreement shall be governed by, and constameldnterpreted in accordance with the laws ofState of
California. The Corporation and the Executive eaavocably attorns to the exclusive jurisdictidrtloe courts of California and the
courts of California shall have the sole and exckigurisdiction to entertain any action arisingden this Agreemen
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11.€ Assignment.The Corporation may assign this Agreement, andutes to the benefit of the Corporation, its suscesor assign:

11.7 Independent Legal Advice.The Executive acknowledges that he has been ergmdita obtain independent legal regarding the
execution of this Agreement, and that he has etb&ined such advice or voluntarily chosen natd®o, and hereby waives any
objections or claims he may make resulting from failyre on his part to obtain such advi

11.& Waiver. No waiver of any of the provisions of this Agreernshall be effective or binding, unless made irtiwgi and signed by the
party purporting to give the same. No waiver of afyhe provisions of this Agreement shall be degmeshall constitute a waiver of
any other provisions, whether or not similar, noalssuch waiver constitute a continuing waiveress expressly stated otherwi
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11.€ Effective Date.This Agreement is effective the date it is me

IN WITNESS WHEREOF this executive employment agreement has been esccbytthe Corporation and the Executive on thesdate
below.

COREL INC.

Per:_/s/ Christopher Difrancesco
Title: Secretary

/sl Kris Hagerman
Kris Hagerman




Exhibit 10.7

EMPLOYMENT AGREEMENT
THIS AGREEMENT is made as of the July 24, 2007

BETWEEN:
COREL INC
(the “Corporation”)
-and -
JEFF HASTINGS

(the “Executive”)

RECITAL:

The Corporation and the Executive wiskrter into this Agreement to set out the rights aloligations of each of them respecting the
Executive’s employment with the Corporation.

NOW THEREFORE in consideration of the mutual covenants and agesg¢srcontained in this Agreement and other good and
valuable consideration (the receipt and sufficieotwhich are hereby acknowledged), the Corporatiot the Executive agree as follows:

1 Definitions
In this Agreement,
1.1 “Agreement” means this agreement as it may be amended frontaditirae;

1.2 *“Affiliate " has the meaning attributed to such term inBhsiness Corporations Af®ntario) as the same may be amended from
to time and any successor legislation thereto,iaclddes an Associat

1.3 *“Associat¢’ has the meaning attributed to such term inBhisiness Corporations Af®ntario) as the same may be amended from
time to time and any successor legislation the!

1.4 “Benefits” has the meaning set out in sectiol

1.5 “Board” means the Board of Directors of Corel Corpora




1.6

1.7
1.8

1.9

“Busines” means the development, marketing or sale of compguoféevare for office productivity, graphics, ogdal media, or any
other software which the Corporation may be invdliredeveloping, marketing, or selling during tkent of this Agreemen

“Commencement Dat” means August 10, 200

“Confidential Information ” means all information, intellectual property (indilng trade secrets) and facts relating to, used or
proposed to be used in the Business of the Coiiparand its Affiliates, acquired by the Executivgridg any period in which the
Executive was affiliated with the Corporation iretbapacity of an employee, director or sharehaldech is confidential based upon
its nature or the circumstances surrounding itsloésire, and includes, without limiting the genigyadf the foregoing, informatior

a) relating to the Corporation’s or an Affikéd products and services or to the Corporations Affiliate’s research and
development projects or plar

b) relating to the Corporation’s or an Affikés trade secrets, technology, patentable and enfzdtie inventions, discoveries,

processes, test procedures and results, recortsfisations, data, formulations, kndwow, samples, specimens, manufactu
processes and regulatory informati

c) relating to the Corporation’s or an Affikés business policies, strategies, operationshéies, plans or opportunities, including
the identity of, or particulars about, the Corpmna's or an Affiliate s clients or supplier:

1

‘Change of Control”

a) means any transaction or series of trarmastivhether by way of consolidation, amalgamatioerger, reorganization or plan
of amalgamation involving Corel Corporation, intoyaother person (other than an Affiliate of the @mmation or Vector)

b) any transfer, conveyance, sale, lease, exghar otherwise of all or substantially all of tesets of Corel Corporation, to any
other person (other than Vector); ¢




c) the lawful acquisition by any person, orabgroup of persons acting jointly or in concertttadt number of voting shares of
Corel Corporation, which is 35% or more of the ltetating shares issued and outstanding immediati&r such acquisition,
unless Vector continues to hold a number of vosingres which represents a greater percentagehbdinst-mentioned person
or group of person:

Provided that shares of Corel Corporation acquinegugh a public offering shall be deemed to netiliein a Change of Control.
1.1C “Date of Termination” has the meaning set out in section 7.1 of this dugpent;
1.11 “Disability” means the mental or physical state of the Execugtivh that

a) subject to applicable human rights legislation, thudiness, disease, mental or physical disabditgimilar cause, the Executi
cannot substantially perform his duties as an eypg@pofficer or director of the Corporation or afyits Subsidiaries, as
applicable;

b) a court of competent jurisdiction has declaredBkecutive to be mentally incompetent or incompetemhanage his affair:

c) the Executive is eligible for, has applied fand has been accepted for long-term disalliétyefits under the Corporation’s
long-term disability plan; o

d) an attorney pursuant to a continuing powetirney for personal care or similar instrumisrappointed to manage the affairs
of the individual due to the Execut’s mental incompetenc

1.1z “Just Cause’” means

a) theft, fraud, dishonesty or willful miscordiy the Executive in connection with the execeiswduties or involving the
property, business or affairs of the Corporatiarthe carrying out of the Execut’s duties

b) the significant breach by the Executive in any mateespect of the Executi’s employment agreement;

c) any other conduct that would be determined by thets of California to constitute gross miscond




1.1¢

1.14
1.1¢

Anything herein to the contrary notwithstargli Executive’s employment shall not be termindtedJust Cause” above unless
written notice stating the basis for the terminaii® provided to Executive, Executive is giventthii30) days after receipt of such
notice to cure the neglect or conduct that is #&sof such claim (but only with respect to cueadnitions or failures to act), and
Executive has an opportunity to be heard beforduth®oard of Directors, and, after such hearitiggre is a majority vote of the non-
employee directors of the Corporation to termiri&tecutive for Just Caus

“Good Reaso” means any of the following, unless consented tthbyExecutive

a)
b)

any material reduction in the Execuf's annual base salary, benefits or perquis

any material reduction in the Executive’digbto earn incentive compensation. A materiaduetion shall include any
unreasonable change to targets and goals withirfisegl year or from year to year but shall excladeduction caused by the
failure of the Corporation of the Executive to mimeentive compensation targets or goals

any material reduction or material advetsange in Executive’s title, the nature or scopthefauthorities, power, functions,
responsibilities or duties of the executi

any breach by the Corporation of any s obligations under this agreeme
a relocation of Executivs principal place of employment more than tl-five (35) miles from its current locatio
the failure of any succes«in-interest to assume all of the obligations of thepBeation under this Agreement;

the assignment of duties that are substhniionsistent with Executive’s training, eduaatj professional experience and the
job for which he was initially hired hereund

“Salary” has the meaning set out in section 3

“Vector " means any entity or fund Affiliated with, or maged directly or indirectly by, Vector Capital Corption or its Affiliates,
or any other entity controlled, directly or inditlyg by such entities or func




2 Employment of the Executive

2.1 The Corporation shall employ the Executivehe position of President and General Managgyit® Media, of the Corporation for
an indefinite period, subject to termination pursiuta section 7

2.2 While employed by the Corporatia

i. The Executive shall report to the Chief Bxtage Officer of Corel Corporation and shall perfosuch duties, have such
responsibilities and exercise such powers and &titwas are assigned to him by the Chief Exeeuificer from time to
time; and

i. The Executive shall devote substantially all oftisiness time, attention and ability to the Bussy

iii. The Executive shall work out of the FremoGalifornia office, however Executive acknowleddbat he will be required to
spend at least 50% of his business time travetiragtend to running the busine

3 Remuneration
Commencing and effective as of the Conoraarent Date, the remuneration of the Executiveséovices hereunder shall be as follows:

3.1 The Executive shall receive an annual gsatay (before deduction for income taxes andranguired deductions) of USD
$300,000, which shall be reviewed periodically arfdch may be increased (but not decreased withuptior written consent of tl
Executive) at the discretion of the Board (the &8gl), payable in accordance with the policy of @arporation for payments of
salary to senior manageme

3.2 The Executive shall also be eligible forirmrentive bonus of USD $300,000 (subject to stagutvithholdings and deductions), at
target. The incentive bonus shall be paid based tip®successful realization of objectives set paréodic basis by the Corporation
in consultation with the Executive. All paymentdlle made by bank credit transfer. Subject toise@, payment of the incentive
bonus for fiscal year 2007 will be paid on a praaasis for the period of actual employment infibeal year and with all targets
deemed to have been attained at the 100% |

3.3 The Executive shall be eligible to partitgin the Corporation’s equity incentive plan. Ehescutive hereby acknowledges that the
granting of




options or other equity incentives is madly ¢m full time employees; solely at the Corporat®discretion and that any such grant
shall be subject to the terms and conditions ofjlaamt and of the plan in effect, from time to tirkéithout limiting the foregoing,
nothing in this Agreement shall in any way altex tarms and conditions of any grant or of the perthe first scheduled
Compensation Committee meeting following ExecutiViest day of employment, the Corporation shateenmend for approval a
grant of 150,000 stock options which would vestoading to the Corporation’s normal vesting scheduith 25% vesting on the one
year anniversary date and remaining vesting qugitteereafter. In addition, the Corporation wilkalrecommend for approval a gr
of 50,000 Restricted Share Units (“RSUs") to betedsluring the term of Executiwemployment such that 12,500 of the RSUs
vest on the six (6) month anniversary date of tta@aigand the remaining 37,500 RSUs shall vestarements of 6,250 at the end of
each calendar quarter thereaf

3.4 The Executive shall be entitled to paratéin benefits as are enjoyed from time to timeegally by its executives or its employees
in accordance with the established practices afidig® of the Corporation as the Corporation maitsrabsolute discretion create
from time to time. In this regard, the Executiv&ramwvledges having received a description of theefitmin force as of the date
hereof.

4 Expenses

The Corporation shall reimburse the Exeeufor all reasonable out-of-pocket expensesrirezliby the Executive while employed by
the Corporation in the performance of his dutiedaurthis Agreement (including attendance at inguéitnancing and other conferences
relevant to the Executive’s performance of hiseitiereunder), in accordance with the Corporatipaliey for reimbursement of expenses,
upon presentation of receipts or such other suppgpdocumentation as the Corporation may reasonaljyire.

5 Vacation

The Executive shall be entitled while éogpd by the Corporation to 4 weeks vacation wly per year, in accordance with its normal
practices. Vacation shall be taken by the Execwtha@ich time as may be reasonably acceptable tGahporation having regard to its
operations.




6 Benefits

While the Executive is employed by thewation, the Corporation shall provide to the &xese the benefits made generally
available to its executives or its employees (tBeriefits”). The Benefits shall be provided in actzorce with and subject to the terms and
conditions of the applicable fund, plan or arrangetwelating thereto in effect from time to time.

7 Termination
7.1 The employment of the Executive shall terminatbeterminable
a) by retirement or resignation on not less than 1thwritten notice, of the Executiv
b) by the Corporation at any time on written noticeéhte Executive for Just Caus
c) by the Corporation or the Executive at any timenoitten notice because of the occurrence of Digtgh
d) automatically upon the death of the Execut
e) by the Corporation at any time on written noticé¢hout Just Cause; |

f) by the Executive on written notice for Good Rea

8 Payments on Termination of Employment

8.1 If the employment of the Executive is terminlfier retirement or resignation, pursuant to seciid (a), the Executive will receive
payment for Salary, earned but unpaid incentiveuspand accrued but unused vacation owing on the &fal ermination.

8.2 If the employment of the Executive is terminlafier Just Cause, pursuant to section 7.1 (b)E#tezutive will receive payment for
Salary and accrued but unused vacation owing ob#te of Termination.

8.3 If the employment of the Executive is termilad any time by the Corporation for Disability puant to section 7.1(c), by the death of
the Executive pursuant to section 7.1(d), by theddtive without Just Cause pursuant to sectiore),.b¢ by the Executive for Good
Reason pursuant to section 7.1(f), the followingvisions shall apply conditional on the Executigethe Executive’s legal representative
in the case of termination by reason of death)iding a mutual full and final release to the Cogtmm in the form attached hereto as
Schedule A:




a) The Corporation shall pay to the Executienediately following the Date of Termination, ibthalready paid, the Executive’s
Salary and earned but unpaid incentive bonus, eaidied but unused vacation owing at the Date ofiretion;

b)  The Corporation shall pay to the ExecutimgHwith following the Date of Termination, a lunspm payment equivalent (less
deduction for income taxes and other required diahs) to twelve (12) mon’s Salary

c) The Executive shall continue to receive tielaknefits for a period of twelve (12) monthsdaling the Date of Termination, to
the extent the Corporation is permitted by the geafithe relevant benefit plan(s) to provide suehlth benefits and, to the

extent the Corporation is not so permitted, thepBmtion shall make a payment equal to the coftddCorporation of such
benefits for said perioc

d) The Corporation shall reimburse expensesried by the Executive on or prior to the Date efrfiination for which the
Executive would be entitled to reimbursement butli@ termination of his employment hereunt

e) The vesting of the Executive’s RSUs refetreih 3.3 above shall accelerate, if requiredhshat all such RSUs shall be fully
vested upon the Date of Termination;

f)  The Executive shall receive an additionathiwe (12) months of accelerated vesting of anytaating equity awards and all
vested stock options shall be exercisable for tevél2) months from the Date of Terminati

8.4 In the event the Executive is terminated byGbeporation without Just Cause within twelve (&®)nths following a Change of Cont
or the Executive terminates his employment for GRedson within twelve (12) months following a Charmd Control, then in either case,
in addition to receiving the payments and beneétsrred to in section 8.3, conditional on the Extae providing a full and final release
the Corporation in the form attached hereto as @dkeA, the vesting of the Executive’s stock opsioaferred to in 3.3 above shall
accelerate, to the extent required, such that®@ffeapon the Date of Termination at least 50%hef dptions previously granted to the
Executive shall become fully vested; and exercisédnl twelve (12) months from the Date of Termioati

8.5 The Executive is not obligated to mitigateddsnages or to seek alternative employment. The eaigmefereed to in section 8.3
(b) shall not be reduced if the Executive obtaiteraate employment following termination.




8.6 The Executive acknowledges and agrees thairthasions of this section 8 are in satisfactioranél substitution for any and all
statutory and common law rights, including withbmotitation, any right to reasonable notice of temation or any incentive bonus related
to any partially completed fiscal year as tat treeDof Termination or thereafter.

9 Resignation as a Director and Officer

On the Executive ceasing to be apleyee of the Corporation for any reason, the Etieewshall forthwith resign as a director and
officer of the Corporation and all of its Affiliadgunless such position is established throughaeesiolder agreement or other contractual
right).

10 D & O Indemnification and Insurance

The Executive shall be indemnifigdtibe Corporation in his role as an officer theriofall actions taken in the attempted
performance in good faith of Executive’s dutieshe full extent permitted at law. The Corporatghrall maintain appropriate Directors &
Officers Insurance during the term of Executivatspioyment and for three (3) years following the &at Termination.

11 NonSolicitation

11.1 The Executive shall not, during his employment for the period ending twelve (12) months after Erate of Termination, directly
or indirectly induce or solicit or attempt to indu

(i) any employee of the Corporation of any of its Adies as of the date of Termination to leave hisesremployment; ¢

(i) any customer of the Corporation of anyitsfAffiliates as of the Date of Termination to sealoing business with the
Corporation or any of its Affiliates and/or to pbese products or services from any other party hvpioducts or services
compete with the products and services of the Gatjmm.

11.2 The Executive shall not, during his employmdirectly or indirectly in any manner whatsoevaeluding either individually, or in

partnership, jointly or in conjunction with any ettperson, or as principal, agent, owner, consuyltamtractor, executive, officer, director,
advisor or shareholder:

a) be engaged in any Competing Entity (as definedvig!




b) have any financial or other interest (inéhgdan interest by way of royalty or compensatioamgements) inor in respect
of the business of any Competing Entity:

c) advise, render or provide services to, lend mooey guarantee the debts or obligations of any Gaimg Entity.

For the purposes of this Agreement, a CompetingyEarte defined as Microsoft; Adobe, Google, Yah®uon; Sony, Sigmaflow; ACD
Systems; Autodesk; Quark, Pinnacle, Sonic, Nerte@link, Avid, Muvee, and Magix or any of their sessors, and, on notice to the
Executive, other entities that the Corporation radgt to this definition, from time to time beforerntgnation of the Executive’s
employment, acting in good faith, whose businessists of developing or marketing word processapgeadsheet, presentation, process
management, flowcharting, digital imaging or gragtsoftware which the Corporation determines soimpetition with its business.

Nothing in this Agreement shall prevent the Exaaifrom owning not more than 5% of any class otisées of an entity, the securities
which are listed on a recognized stock exchandgeaded in the over the counter market in Canadahvbarries on a business which is the
same as or which competes with the business dEtinporation or any of its Affiliates;

12 Confidentiality

12.1 The Executive agrees that all Confidentiabinfation is the property of the Corporation orAffiliates and that he shall keep the
Confidential Information secret and confidentiatlahall not use (other than in connection withemgployment with the Corporation or
any of its Affiliates) or disclose to any persoirgdtly or indirectly, any Confidential Informaticat any time hereafter, provided, however,
that nothing in this section shall preclude the dtiwe from disclosing or using Confidential Infoation if:

a) the Confidential Information is availabletbh@ public or in the public domain at the timesath disclosure or use, without
breach of this Agreemer

b) disclosure is required to be made by any law, i@, governmental body, or authority or by cauder; or

c) disclosure is made to a court or other gowvental regulatory or arbitral body which is detving the rights of the parties
under this Agreemen

12.2 The Executive acknowledges and agrees tar&iuhe Corporation or destroy upon the Corponasicequest, upon the terminatior
his employment under this Agreement, all recordskis, samples, paper, notes or other




documents or assets belonging to the Corporati@mpAffiliate or relating to their business andéturn or destroy upon the
Corporation’s request, any written Confidentialdmhation;

12.3 The Executive further acknowledges and agrestghe obligations under this section 12 shaBteand continue in full force and
effect notwithstanding any breach or repudiatiaralteged breach or repudiation, of or terminatiéhis Agreement by the Corporation;

12.4 For greater certainty, the Corporation ackeolgés that this section 12 is not intended to afaptire skill, expertise, know-how and
experience of the Executive gained in the perforeasf his employment or with respect to any skidpertise, know-how and experience
the Executive obtained prior to or outside his esyplent or directorship duties with the Corporation.

13 Intellectual Property

The Executive hereby assigns the@mtion his entire right, title and interest iryanvention, work or formula, whether patentable
or not or copyrightable or not, which is conceivednade solely by the Executive or jointly by theeEutive and any other person or persons
during the Executive’s employment and which rel&esny manner to the Business, research or ottisiitaes of the Corporation or which
results from any task assigned to or performecdhbyBxecutive on behalf of the Corporation. The EXge covenants and agrees that (i) he
shall promptly disclose to the Corporation any imi@n or work covered by this paragraph, (ii) ifeested by the Corporation, he shall
promptly execute a specific assignment of titl¢ht Corporation for such invention or work, ang (e shall take all reasonable actions
necessary to assist the Corporation, at the Caipois expense, to secure patent or copyright ptae in the United States, Canada and in
foreign countries.

14 Remedies

The Executive acknowledges thatembin or threatened breach by the Executive of emyigion of any of sections 11, 12 or 13 of
this Agreement shall result in the Corporation ands Affiliates suffering irreparable harm whichnnot be calculated or fully or adequately
compensated by the recovery of damages alone. diogy, the Executive agrees that the Corporatimafar its Affiliates shall be entitled to
(and the Executive shall not argue or take a pwsitiat the Corporation or any Affiliate shall soiffer irreparable harm) interim,
interlocutory and permanent injunctive relief, sfie@erformance and other equitable remediesduiiton to any other relief to which the
Corporation and/or its Affiliates may become eatitl

15 Notice

Any notice or other communicatioquied or permitted to be given hereunder shalhberiting and shall be given by facsimile or
other means of




electronic communication or by delivery by hanchaseinafter provided. Any such notice or other camiwation, if mailed by registered

mail, shall be deemed to have been received odaheuch mail is delivered by the post office,fareint by facsimile or other means of
electronic communication, shall be deemed to h@embieceived on the business day following theiagndr if delivered by hand shall be
deemed to have been received at the time it iseteld to the applicable address noted below eith#ére individual designated below or to an
individual at such address having apparent authtwiticcept deliveries on behalf of the addredde&ce of change of address shall also be
governed by this section. In the event of a gerdislontinuance of postal service due to strikekdout or otherwise, notices or other
communications shall be delivered by hand or sgriabsimile or other means of electronic communicaand shall be deemed to have been
received in accordance with this section. Notige$ @her communications shall be addressed aswsllo

if to the Executive:

Jeff Hastings
754 Jordan Ave.,
Los Altos, CA 94022

if to the Corporation:

Corel Inc, c/o Corel Corporation
1600 Carling Avenue
Ottawa, Ontario K1Z 8R7

Attention: General Counsel
Telecopier No: (613) 725-2691

16 Assignment
This Agreement shall be assignalgléhle Corporation but shall not be assignable lkyEkecutive.

17 Invalidity of Provisions

Each of the provisions containethis Agreement is distinct and severable and aagaibn of invalidity or unenforceability of any
such provision by a court of competent jurisdictibrall not affect the validity or enforceability afly other provision hereof.

18 Entire Agreement

This Agreement constitutes the endigreement between the parties pertaining touthiest matter of this Agreement. There are no
warranties, representations or agreements betvegpetrties in connection with the subject mattehisf Agreement except as specifically set
forth or referred to in this Agreement. No




reliance is placed on any representation, opiradrice or assertion of fact made by the Corporatioits directors, officers and agents to the
Executive except to the extent that the same has kerluced to writing and included as a term of fgreement. Accordingly, there shall be
no liability, either in tort or in contract, assedsn relation to any such representation, opindalvice or assertion of fact, except to the extent
aforesaid. Any dispute or ambiguity between theegnent, the terms of this Agreement shall appligasthere is clear and convincing
evidence that another agreement mutually agreby the parties supersedes such term of this Agreeme

19 Waiver, Amendment

Except as expressly provided in gseement, no amendment or waiver of this Agredraball be binding unless executed in
writing by the party to be bound thereby. No waigkany provision of this Agreement shall consttatwaiver of any other provision nor
shall any waiver of any provision of this Agreemeanstitute a continuing waiver unless otherwigeressly provided.

20 Currency
Except as expressly provided in #dgseement, all amounts in this Agreement are dtatel shall be paid in United States currency.

21 Governing Law
This Agreement shall be governedibg construed in accordance with the laws of théeSif California.

22 Severability and Judicial Modification

If any provision of this Agreemestheld by a court or arbitration panel of compejensdiction to be enforceable only if modified,
such holding shall not affect the validity of tremainder of this Agreement, the balance of whicil stontinue to be binding upon the parties
hereto with any such modification to become a pareof and treated as though originally set fartthis Agreement. The parties further a
that any such court or arbitration panel is expyessthorized to modify any such unenforceable fgion of this Agreement in lieu of
severing such unenforceable provision from thisekgnent in its entirety, whether by rewriting théeafling provision, deleting any or all of
the offending provision, adding additional languag¢his Agreement, or by making such other modifans as it deems warranted to carry
out the intent and agreement of the parties as dimtbterein to the maximum extent permitted by [ahe parties expressly agree that this
Agreement as so modified by the court or arbitrapanel shall be binding upon and enforceable agagch of them. In any event, should
one or more of the provisions of this Agreemenhélel to be invalid, illegal or unenforceable in aagpect, such invalidity, illegality or
unenforceability shall not affect any other prowis hereof, and if such provision or provisionsrasemodified as provided above, this
Agreement




shall be construed as if such invalid, illegal oenforceable provisions had never been set fortirne

23 Counterparts

This Agreement may be signed in ¢exparts and each of such counterparts shall ¢otesan original document and such
counterparts, taken together, shall constituteammkethe same instrument. Counterpart signaturespagg be delivered by facsimile.

24 Acknowledgement

Each of the Corporation and the Executive acknogdsdhat:
a) he orit has had sufficient time to review and édasthis Agreement thoroughl
b) he or it has read and understands the terms oftirisement and his or its obligations hereun

c) heor it was afforded the opportunity tametindependent legal advice concerning the ineggtion and effect of this
Agreement; ani

d) this Agreement is entered into voluntarily and withany pressurt
IN WITNESS WHEREOF the parties have executed this Agreement as afatefirst written above.

SIGNED, SEALED & DELIVERED ) For: Corel Inc.

in the presence ( ) /s/ DAVIDDOBSON

) David Dobson

) For: Executive

Witness

) /sl JEFF HASTINGS

Witness Name (Printec ) Jeff Hastings



Exhibit 10.8

COREL

PERSONAL AND CONFIDENTIAL
August 8, 2007

Kevin Thornton
802 Regal Court
Highland Village, Texas 75077

Dear Kevin,

We are delighted to present to you this offer opkrpment with Corel Inc. as our Senior Vice Presid&ales and Marketing, Americas.
The details of your employment are:

1. Title : Senior Vice President, Sales and Marketing, Americs, reporting to the Chief Operating Officer.

2. Place of Work: Your primary place of employment will be remoteDallas, TX, however, you will be required to tehfrequently to
Ottawa, Canada as well other domestic and intenmaltiocations as required to meet the businesdsnee

3. Term: Subject to Section 7 below, you will be employeddn indefinite period commencif®@eptember 1, 2007.
4. Compensation:

A base salary equivalent S $264,00(per annum, (subject to tax and other withholdirsgg)ject to annual review and adjustment by the
Board. You would also be eligible to participateour Annual Incentive Plan (AIP) for executives amdr target incentive under this progr
will be US $176,00@subject to tax and other withholdings). The tasgebuld be set annually by the Board in consultetiith you.

For fiscal year 2007, your AIP will be paid outla¢ 100% Payout level prorated for the period y@ueamployed during fiscal year 2007. For
fiscal year 2008, your AIP will be paid out at 10@®yout level for the Q1 (first quarter) period.

In addition, Corel will provide to you a one-timgihg bonus in the amount &35,000 USsubject to tax and other withholdings) to be paid
out upon submission of documentation referenciegiitnus plan structure of your previous employbis @mount will be payable on the fi
pay date following September 28, 2007. Should yaumntarily leave your employment with Corel witttme first six (6) months of
commencing employment, monies paid to you shalbbecrefundable to Corel. This refund obligationl weduce on a straight line basis o
the six (6) month period.




5. Stock Options

At the next Board of Directors meeting, followingwr date of hire, your recommended stock optiomigo40,0000ptions will be presented
for approval. These options would vest accordinthéoterms of the plan which provides vesting gD00 of these options on the first
anniversary following the date of grant and thee¥aR500 options shall vest at the end of eachteuantil all said options are fully vested.
These options are governed by the Corel Corpor&aprity Incentive Plan (“the Plan”), as it may beemded from time to time.

In addition to your new hire grant, we wish to damfthat, as an executive at Corel, you willdigible to participate in our annual key
performer grant program. Grants under this progaeendiscretionary and determined annually and ptedeo the Board of Directors for
approval. A prescribed date for this grant hasbeen set, however our intent is to have these gapyiroved and distributed to employees
before the end of April each year. Nothing in thiseement or otherwise shall constitute any agraethat you will in fact receive a key
performer grant.

6. Group Benefits, 401k and Vacation Plan

As a regular full-time employee, you shall be dligito participate in our group benefits plans,lkd@hd vacation plan, effective from your
date of hire, in accordance with the establishedtares and policies of Corel and our benefit easti

You will be provided with a summary of our curréis group benefits and 401k including pricing. limgportant that you understand the
details provided to ensure you have adequate cgeeRlease feel free to contact your local HumasoRees Advisor if you have any
concerns about coverage for pre-existing conditions

Your vacation entitlement will start awenty (20) days per calendar year pro-rated from date of hire.
7. At Will Employment

Employment with Corel will be in an at-will capagiimeaning that either you or Corel would be ablerid your employment at any time for
any reason or no reason with or without advancie@oleither this Agreement nor any other oralestants, policies or procedures constitute
an express or implied contract of employment cagieement of any specific duration or otherwisétl@orel’s right to terminate your
employment and this agreement without notice argpkas expressly set out in this section, witlpayiment, compensation, benefit or other
consideration. Your at-will status will not be a#d except in writing and signed by Corel’'s Vice$tdent, Human Resources.

In the event your employment is terminated by Caighout Cause, provided that you execute a Full leimal Release in a form to be
provided by Corel, you will receive:

(a) a payment equivalent to six (6) months of BRawg plus six (6) months AIP calculated as if th® Alas earned at the 100% payout
level, prorated for said six (6) month period; and

(b) family COBRA coverage for medical and dentaldgeriod of twelve (12) months. If, prior to coletion of the twelve (12) month
period following the termination you commence aipos with another employer, or become self-empthythen the COBRA coverage
will end.

For the purposes of the foregoing “Cause” means:




(i) theft, fraud, dishonesty or willful misconduct bgw/in connection with your duties or involving theperty, business or affairs of
company;

(i any breach of the Corel Code of Business CondwtE&hics;
(iii) any material breach of any other Corel policy aggdure
(iv) abreach by you, in any material respect, of thipleyment agreemer
(v) any restriction on your ability to travel freelycawithout difficulty to and between the USA, Cana@laiwan and Japan;
(vi) any conduct that would be determined by the cafriiexas to constitute miscondt.
8. Confidentiality Obligations and IP Assignment:

You agree to preserve the confidentiality of Camédrmation and to assign any industrial and iltetiial property rights you may have or
acquire to Corel in accordance with the provisiohSchedule A attached hereto.

9. Non-Solicitation Obligations:

You agree that, during the period of employmenhw@brel, and in the event of the termination ofryemnployment for any reason whatsoe
within one (1) year of the date of such terminatipou will not indirectly or directly, by any meaisany capacity, approach, solicit, or
contact in the course of being engaged in a busicespetitive with Corel or attempt to direct avimym Corel:

(i) any client or potential client of Corel with win you had dealings during the term of your emplegtiwith Corel;
(i) any client or potential client made known touwby Corel during the term of your employment,
or in any manner assist any person in any of thegfaing activities.

You agree that during the period of your employntgn€orel, and in the event of the termination ofiyemployment for any reason
whatsoever within one (1) year of the date of siecmination, you will not, directly or indirecthattempt or agree to train, recruit or solicit
any person employed by Corel to provide servicgstoself or any person who engages in a businasksto the business of Corel or in
any manner assist any person in any of the forggativities.

10. Non-Competition

You agree that during the period of your employmeand in the event of the termination of your empient for any reason whatsoever
within one (1) year of the date of such terminatipwu will not, directly or indirectly, whether @sincipal, agent, distributor, representative,
consultant, employee, director, officer, manageistee, owner, partner, stockholder, limited partjmént venturer, independent contractor,
other investor or in any other capacity investindertake, carry on, be engaged in, be concerniix lndve a financial interest in, advise, lend
money to, guarantee the debts or obligations geomit your name or any part thereof to be useshguloyed by or associated with any
person or entity engaged in, concerned with or@sted in, directly or indirectly, an undertakingooisiness anywhere in the world which is
engaged in a business in competition with Cordlepthan (1) an investment of not more than five@et (5%) of the stock, equity or other
ownership interests of any person or entity whgg#ieable securities are publicly traded; and/Qra® an employee, where the employer and
any affiliate of the employer carries on




an undertaking or business (and you are not djrectti/or actively involved in that undertaking aisiness) in competition with Corel and
that undertaking or business amounts to less tBaonfihe annual net revenue of the employer andaffiliate, on a consolidated basis.

11. Employer Policies and RegulationsYou agree to abide by Corslpolicies and regulations, as established frora tiotime including th
Network Use and Security Policy which is attachetklo as Schedule

12. Applicable Law: This agreement and the rights and obligations @ftirties hereunder shall be construed and govénremtordance
with the laws of thé&State of Texas

13. Entire Agreement: This agreement contains the entire understandidgagreement between the parties hereto with respgour
employment and any and all previous agreementsegprdsentations, written or oral, express or inthlietween the parties hereto or on their
behalf, are hereby void. No amendment or variatioany of the provisions of this agreement shalvalkd unless made in writing and signed
by each of the parties hereto.

14. Severability: In the event that any provision herein or parteéloéshall be deemed void, invalid, illegal or ur@néable by a court or
other lawful authority of competent jurisdictiohjg agreement shall continue in force with respethe enforceable provisions and all rights
accrued under the enforceable provisions shaliweiany such declaration, and any remferceable provision shall, to the extent perrditig
law, be replaced by a provision which, being vadioines closest to the intention underlying the lidyé@legal or unenforceable provision.

15. Corel Affiliates

For the purposes of sections 8, 9, 10, and 11méneiterm “Corel” shall include any other compavtyich is an affiliate of Corel, including,
without limitation, Corel Corporation.

* * *

It is important to us that you fully understandddlthe details of your employment, including trenbfits, any benefit limitations, and services
that are available to you. All the attached documered to be completed and processed prior tostattrdate and as a condition of your
employment. Please note that this offer is alsdingant upon Corel’s receipt of a clean report froun third party verification agency. To
indicate your acceptance of this offer, pleaséaihiach page and sign below; then return the mailgiby mail to Corel Corporation, 1600
Carling Avenue, Ottawa, Ontario, K1Z 8R7 to Tra€dgments, HR Advisor in Human Resources and faopy ¢o (613) 761-1146. If you
have any questions, please feel free to contaceYrdirectly at 613-728-0826 x1738.

Kevin, we are convinced that your skills and exgrece are a terrific match for this position and gfwur contribution and commitment with
Corel will be rewarding. | look forward to workingith you.




Best Regards,
/s/ DAVID DOBSON

David Dobson
CEO

I, Kevin Thornton, acknowledge that | am aware of my right to obtaikeipendent legal advice before signing this agreefeluding
Schedule B) and have either received such advichasen not to seek such advice. | acknowledgegrek that | have read and fully
understand this agreement and agree that all sucts tare reasonable and that the | sign this agneteineely, voluntarily and without duress.

/s/ KEVIN THORNTON August 9, 200"
Kevin Thornton (signature) Date

Schedule A
CONFIDENTIAL INFORMATION

1. You acknowledge that you mayydunr capacity as an employee of Corel, from timére receive Confidential Information of
Corel which Corel wishes and is entitled to prat¥eiu understand that “Confidential Informationtiandes, but is not limited to, any part of
the computer systems, software source code, syegin) systems, marketing plans, patents, tradeetsdnow-how, technical expertise,
financial information, product information, custonieformation, your remuneration package and othfarmation relating to the business of
Corel, whether verbal or written, regardless offtren or medium, with respect to the business aleCas well as all proprietary and other
information of a confidential nature which is prded to Corel by third parties.




2. You agree that you will hold the Confidentialdrmation in trust and confidence for Corel, andttyou will not disclose the Confidential
Information to any person or entity without thegonivritten approval of Corel or use the Confidenitidormation for any purpose other than
the specific purposes required by your duties Witinel.

3. You agree that you will not copy the Confidehitidormation without Corel’s written permission as required by your duties with Corel.
You agree that you will not remove any Confidentidbrmation from Corel’'s premises without the eags permission of Corel. If Corel
requests, you will immediately return all Confidahtnformation in your possession or control tor€lo

4. You agree that you will advise Corel promptlyaofy information known to you prior to your emplogm with Corel which could be
included as Confidential Information but which yoansider to be excluded from the provisions of égjsement.

5. You acknowledge that the disclosure or use affidential Information by you contrary to the terofsthis agreement will cause Corel
irreparable harm, for which damages may not be @ateccompensation and acknowledge that Corel maly & equitable relief, including
an injunction, in order to stop any breach or tteead breach by you of this agreement. You areimegjto notify Corel immediately of any
breach of your obligations under this agreementtvicibmes to your attention.

6. The obligations of confidentiality hereunderlshat apply to any information that (a) is or bewes information in the public domain
without any act or omission by you, (b) was in ypossession free of any obligation of confidertabefore being disclosed to you by Corel,
or 8was disclosed to you by a third party without biebg such third party of any obligation to keephsirformation confidential. You agr
to disclose any information which you believe islified by this paragraph before acting upon it.

7. You understand and acknowledge that the obtigatof confidentiality and non-disclosure contaiirethis agreement shall continue in full
force and effect notwithstanding the terminatioryofir employment with Corel and that you must amundi to observe these obligations when
seeking new employment.

INDUSTRIAL AND INTELLECTUAL PROPERTY

8. You acknowledge that all improvements, invergjdmow-how and discoveries, technology, patemgyightable materials, computer
programs, designs, documentation, processes, tpasidr procedures in any way related to Corelsnmss which are developed, invented,
or written by you alone or together with othergluding all derivative works, during the courseyotir employment with Corel, or at any ti
using Confidential Information (“Developments”) dhe exclusive property of Corel.

9. You agree that you will fully disclose all Despments to Corel and you hereby waive all your miggats in all Developments as of the
moment they are created and transfer all youresten all Developments, including all derivativenks, exclusively to Corel on a world-
wide, royalty-free basis as of the moment theycagated and, as required by Corel, will protecteCsiinterest in such Developments. You
agree to execute any documents which Corel feels@cessary, at Corel's expense, to enable Coagptly for or enforce its patent,
copyright, industrial design, trademark right, ayather industrial or intellectual property riglnsthe Developments.




10. You acknowledge that you are not a party to@ryr agreements which have created, or whichccorgate in any third party rights whi
are or could become inconsistent with your obligyadiherein, and you agree that you will fully disel to Corel at your earliest opportunity
any such prior agreements as well as any claim&meadotices provided by a third party which allegg such agreement or interest.

11. You acknowledge that, from time to time, Cargts the image, likeness, voice or other repretsemtaf its employees in connection with
the production of corporate reports, advertisindg promotional materials, and training videos. Yeudiy agree that if, during the course of
your employment, you participate in such productjddorel may use your image, likeness, voice ceratbpresentation in perpetuity, in
media and in all territories for the purposes déscrabove without further compensation to you.

12. You are required to devote your whole workingetand attention to your employment. You will nadying the term of your employment,
perform work or services for any competitor of Gofes well, you will not, during your employment thiCorel, compete directly or indirec
with Corel.

13. You understand that a failure by Corel to extéany particular provision of this agreement istade considered a waiver of any of its
rights and will not release you of any respondipiior performance under this agreement.

14. The various sections of this agreement arepgcident and the invalidity of any one particulausle will not affect the enforce ability of
the other provisions of this agreement.

| have read, | understand, and | hereby agreerplyowith the above terms and conditions of emplegtwith Corel Inc.

Signed /s/ KEVIN THORNTON August 9, 200:
Kevin Thornton Date




Schedule B
NETWORK USE & SECURITY

The purpose of this policy is to establishdglines for the proper use of computer networkueses by employees and to increase the
overall security of our computer network, includithg Internet and all software, hardware, relatpdmment and/or services (the “Netwoyk”
Improper use of the Network by you can expose yalfiesd Corel to potential civil and criminal petied, litigation, embarrassment and
adverse publicity. Further, the use of unauthorizeitivare on the Network can compromise Networkgserance or unduly complicate the
work of Corel's MIS department. Accordingly, itimportant that all employees be familiar with atdide by the terms of this policy.

By using the Network, you acknowledge and eghat:

The Network is owned by Corel Inc, its parentysidiaries and/or affiliates (“Corel”). It is be used:
$  only by you; and

$  primarily for authorized business purposes thadiectly related to your work for Core

You may make personal use of the Internet, provilatisuch personal use does not interfere with gbility to perform your job and does
not otherwise offend this policy; however you shiblidve no expectation as to privacy with respeantouse of the Internet or the Network.

Corel has the right and ability to monitor any aficaspects of your use of the Network, includingt not limited to, monitoring sites that you
visit on the Internet and the material containegdar files and e-mail. Current auditing technoladipws Corel to conduct a detailed Internet
audit which includes tracking the Internet sitest tyou visit and identifying Corel employees wheit/certain sites. Anything you create,
store, send, post or otherwise access and/or titmsnthe Network should not be considered privateur use of passwords, access codes,
account numbers or other Network-related authadmatdoes not necessarily ensure privacy.

You are responsible for using the Network in anoathand lawful manner, including as follows:

Your use of the Network must comply with all relavantellectual property laws, inclusive of copyrtgand the terms and conditions of
third party software license or Network-relatedesmgnents to which you or Corel are a party. Withiooiting the foregoing, you are not
to knowingly use the Network (1) to operate softevétrat has been copied illegally; and/or (ii) gmmit software to third parties
without written authorization from your Directorof8vare that is licensed to you personally mayb®tsed on the Network without the
prior written authorization of your Director.

You are not to use the Network to create, stomed,sgost or otherwise access and/or transmit irgpjate, offensive and/or illegal
material, including but not limited to, harassiegbarrassing, sexually explicit and pornographitenia (collectively referred to
“Inappropriate Material”). Participation in chatogips, discussion groups, newsletters and/or othidiqoforums that contain or make
reference to Inappropriate Material is similarlpipibited. Should you encounter Inappropriate Matesh the Network, you agree to
report it to the Human Resources Department. Shguldmistakenly access Inappropriate Material, ggree to advise the Human
Resources Department.

You will not use the Network to knowingly make asseminate any defamatory, negligent or other sinsilatements.




You have an obligation to safeguard the Nekvgantegrity and security. You are responsibledtitransactions and transmissions made
using your password, unless your password waslliggbtained by a third party. You agree to natcthse confidential passwords, access
codes, account numbers or other Network-relateltlogizations that are assigned to you from timent@t You are not to destroy, password
protect, encrypt or remove software or data withgrigr written authorization from your Manager. Ymay be required to disclose your
password or assist with the decryption of a filaltow access by authorized Corel employees. Yoaegot to attempt to access or use the
Network through the use of another users |.D. aspa@rd or to otherwise misrepresent yourself ath@naiser of the Networl

Remote access privileges are for Corel employels Any access by a third party (such as a friespahuse or roommate) will result in
immediate withdrawal of all remote access priviegad may result in further disciplinary action.

You acknowledge and agree that, from time to ti@&rel may provide you with notice of changes ta tiilicy’s terms and conditions and
that such changes shall be binding upon you.

Violation of this policy may result in disciplinagction, including dismissal for cause, and/or sabyou to penalties or civil, criminal and/or
copyright proceedings. Corel will cooperate fullitwocal, provincial, state and federal officiésany investigation that is Network-related.

ACKNOWLEDGMENT

| hereby acknowledge receiving and reading a cdplyeoabove Corporate Policy — Network Use and 8gcan the date indicated below
and | agree to abide and be bound by the abovestanoh conditions, as amended from time to time.

/s KEVIN THORNTON August 9, 200"
Kevin Thornton (date)
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PERSONAL & CONFIDENTIAL
July 3, 2008

David C. Dobson

Dear David:

This letter confirms your resignation from Corelr@oration (“Corel”) effective June 30, 2008 andssatt the terms on which you have
agreed to provide transitional services to Corel.

The terms and conditions set out below are corwition you signing and returning to Corel thisdetind the release attached as Schedule A
(the “Release”) on or before July 7, 2008 afterchittime this letter is automatically revoked.

1. Period of Transitional Assistance

a) You have agreed to provide your services to Canél dune 30, 2008, or until such earlier time aseCmay advise you at anytit
after the ate of this letter (the “Transition Pédtjo During the Transition Period, you will contieas a Director and Office of
Corel. During the Transition Period you will, teetbest of your ability, work with the Special Contte that was formed in
response to the proposal received from Vector @bfitie “Special Committee”). In addition, durirfgetTransition Period you
will, to the best of your ability, work with the Bad of Directors of Corel (the “Board”), Corel's megement team and the interim
Chief Executive Officer of Corel, as requestedtiy Board and Interim Chief Executive Offic

b)  During the Transition Period, you have tppartunity to earn a bonus in the based on theewatw provide to the Special
Committee during the Transition Period, to a maxamaf $200,000. The amount, if any, payable shaktihe discretion of the
independent Directors of Corel, in consultationhvitie Special Committe

¢) Your base salary (of $415,000 Canadian annuallif)cease effective at the end of the Transitiorideeand your sole entitlemer
to other compensation and to benefits shal

() continued participation in Col's benefit plans for the Transition Perii
(i) the discretionary bonus referred to in subparagigphabove

(iii) payment of the greater ¢




$300,000 Canadian; al

B. your incentive payment pursuant to C’s annual incentive plan to May 31, 2008, basedctnal performance to May 31,
2008 (in accordance with your annual incentive péaget of $415,000 Canadian with 40% measurechag@iorporate
Revenue attainment and 60% measured again CorfgeRdIdDA attainment),plus the tax gross-ups relatmgour 2007
apartment and travel in the amount of $52,246 Ganaglus pay in respect of your accrued unusedti@tto the end of t
Transition Period

(d) All of your unvested options granted Juifea®d October 1, 2005 will vest on June 30, 20@Byaru may exercise all outstanding
options until the earlier

(i) December 31, 2008; at

(i) their original expiry date

All of your options granted July 17, 2007 shallfbgfeited on June 30, 2008.
2. Company Property

All company property must be returned to Catehe end of the Transition Period, including bat limited to: financial information,
customer lists, marketing and technical mater@dfi,phones, pagers, blackberries, desk keys, coyngredit cards, company calling
cards, computers and computer equipment, seclwadgds, CD ROMS and any other Corel materials yoy mze.

3. Taxes and Currency

All amounts payable under this Agreementsaitgect to applicable taxes and withholdings and @ solely responsible for the payment
of all taxes owing as a result of the paymentstaamefits provided to you under this Agreement.ailiounts referred to in this letter are
in Canadian currenc'

4., Resignation From Other Positions

All officer positions you hold with Corel aritd affiliated entities are terminated at the efthe Transition Period, or at such earlier time
as is requested by Corel and you agree to resign &l director positions yo




then hold with Corel and its affiliated entitiestla¢ end of the Transition Period, or at such eatiine as is requested by Col

5. Confidentiality, Non-Compete, Fiduciary Duties

You are reminded that you are required tomgmwith the Confidentiality, Non-Competition, NdBelicitation and Intellectual Property
covenants in your agreement with Corel dated affectune 17, 2005, as amended November 1, 2005aloalso reminded that you
owe fiduciary obligations to Corel, which includas obligation to act in good faith and in the hetgrests of Core

6. Speakwell

You covenant and agree to speak positive@akl and its employees, directors or affiliatealbtimes. Corel covenants and agrees to
speak positively of you at all times. Should eithien or Corel have occasion to comment on your degaor time at Corel, both parties
will do so in a manner that reflects the high leveinutual respect and the amicable nature ofabisement

You agree to keep this Agreement and its termsidential and not to discuss it with others.

Sincerely,
/sl KRIS HAGERMAN

Kris Hagerman
Interim Chief Executive Officer

| have read, understand and agree to the ternmsat the Agreement. | have been advised to seddpiendent legal advice in connection
with this agreement and have sought or waive sdefte.

Date July 3 200 /s/ DAVID C. DOBSON
David C. Dobsor




SCHEDULE A
FULL AND FINAL RELEASE

I, DAVID C. DOBSON, on my own behalf and that of mgirs, executors and assigns, in consideratidheoferms and conditions set out in
my Agreement with Corel Corporation (* COREL ) ddtJuly 3, 2008 (the “Transition Agreement”), payiwsemade to me pursuant to those
terms and conditions and other good and valuabisideration, the sufficiency of which is hereby rakledged, do hereby release and
forever discharge Corel, its subsidiaries, pargreecessors, successors, related companiemtaffjldivisions and their present and former
directors, officers, representatives, shareholdevsers, employees, administrators, agents andelesi(gollectively, the ” RELEASEES *)
jointly and severally, from any and all actionsysas of action, covenants, contracts, claims, ddmammplaints, proceedings, grievant
damages, costs or loss of any nature or kind, pessent or future arising out of or in any watielg to or connected with my hiring, my
employment with Corel or the termination of my emyphent, stock options or other share based incepians and benefit plans.

| do hereby declare and acknowledge that the ceraidn set out above satisfies all obligationthefReleasees, arising from or out of my
hiring, my employment with Corel or the terminatiohmy employment, stock options or other sharefascentive plans and benefit plans
including, withoutlimitation any obligations undeEmployment Standard$-Human RightandWorkplace SafetgndIinsurancedegislation, or
any similar legislation in any other jurisdictidrcovenant and undertake that | will not file ovadce any claims or complaints under the
Employment Standardegislation including claims in respect of payiieul of notice and severance pajyman Rightdegislation andVork
place SafetandInsurancelegislation or any similar legislation in any otherisdiction, arising out of my hiring, my emplogmt with Corel
or the termination of my employment, stock option®ther share based incentive plans and benefitspl

And for the said consideration, | further agreetoanake any claim or take any other proceedingagany person, entity, corporation,
partnership or Crown in which any claim could oedg@rise with respect to any matters which may hagen between the parties to this
release up to the present time, concerning andrrgleo any action | may have as against any qbhety as a result or my hiring, my
employment with Corel or termination of my employmestock options or other share based incentigegpand benefit plans.

Notwithstanding the foregoing, | do not releaserigits and entitlements to enforce my rights urterTransition Agreement or any right
entitlement | may have to indemnity or to enforog ademnity as a director or officer of Corel tw affiliates or to benefits under any policy
of directors and officers insurance.




And for said consideration | further agree to saaemless and indemnify the Releasees from and stgaiy and all claims, charges, taxes,
penalties or demands made by the Canada RevenueWydes predecessors or successors, or any sigokrnmental authority in any other
jurisdiction, requiring any of the Releasees to pay amounts under tlincome Tax AcfCanada) and other duly recognized federal,
provincial and local taxing authorities in respetincome tax payable by me in excess of the inctargrevious withheld, and from and
against any and all claims, charges, taxes or pesand demands made on behalf of or related ol@&ment Insurance or Canada Pension
Plan under the applicable statutes and regulatmresy other similar legislation in any other gdiction, with respect to any amounts which
may, in the future, be found to be payable by dth® Releasees with respect to the payment ofahsideration referred to above.

It is understood and agreed that the giving ofcihresideration set out above is deemed to be nosaémiof liability whatsoever on the par
the Releasees and, in fact, any liability is exglsedenied.

| will not say, publish or do any act or thing thiiéparages or casts the Releasees in any unfadedigi, or which could result in injury to
their reputation. Except to the extent requirechpplicable law, | will make no public statementsaonouncements regarding my past
employment with Corel or any of the matters sethftrerein without first consulting with Corel anbitaining its prior written approval as to
the timing and content of the proposed statemamasmouncements. Notwithstanding the foregoingideustand that | may disclose
particulars of my past employment with Corel andtemynination therefrom in a bona fide job searchmplication for government
employment insurance benefits.

And | hereby declare that | have read and fullyarsthnd this release. | have had the opportunisgéi independent legal advice. |
understand that this release contains a full amal felease of any claims, which | have or may haleging to my hiring, my employment
with Corel and my resignation of employment, stopkion or other share based incentive plans andfligrans. | voluntarily accept the said
consideration for the purpose of making full anthficompromise, adjustment and settlement of alhtd as set out above.

IN WITNESS WHEREOF, |, DAVID C. DOBSON set my haadd seal hereto this 3 day of July, 2008.

SIGNED, SEALED AND DELIVERED
In the presence of

/s/ DAVID C. DOBSON
Witness Signatur DAVID C. DOBSON

Witness Namt
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AMENDED 2006 EQUITY INCENTIVE PLAN




COREL CORPORATION
EQUITY INCENTIVE PLAN

SECTION 1. PURPOSE.The purposes of this Corel Corporation Equity IriivenPlan (the “Plan”) are to encourage selectegleyees,
officers, directors and consultants of, and othdividuals providing services to, Corel Corporat{tsgether with any successor, the
“Company”) and its Affiliates (as defined below)doquire a proprietary interest in the growth aadgrmance of the Company, to generate
an increased incentive to contribute to the Comisafijure success and prosperity thus enhancingahe of the Company for the benefit of
its shareholders, and to enhance the ability ofXbmpany and its Affiliates to attract and retaweaptionally qualified individuals upon
whom, in large measure, the sustained progressitigrand profitability of the Company depend.

SECTION 2. DEFINITIONS. As used in the Plan, the following terms will hakie meanings set out below:

“ Affiliate ” means, with respect to any entity, any entityt,tidicectly or through one or more intermediarisssontrolled by such entity,
including any entity in which such entity owns grsficant equity interest, as determined by the Guitee.

“ Award " means any Option, Share Appreciation Right, Restd Share, Restricted Share Unit, Performancee3bait, or Other Share-
Based Award granted under the Plan.

“ Award Agreement” means any written agreement, contract or oth&riment or document evidencing any Award granteteuthe Plan.

“ Blackout Period” means the period imposed by the Company, duringhva Participant may not trade in the Compangtzisties and
includes any period during which a Participant ima$erial non-public information, but does not irdguany period when a regulator has
halted trading in the Company’s securities.

“ Board " means the Board of Directors of the Company.

“ Cause”, as used in connection with the termination &faaticipants employment, means (1) with respect to any Ppéitiemployed unds
a written employment agreement with the CompangroAffiliate of the Company which agreement inclsidedefinition of “cause,” “cause”
as defined in that agreement or, if that agreementains no such definition, a material breachhgyRarticipant of that agreement, or (2) v
respect to any other Participant, the failure tdgren adequately in carrying out the Participaetsployment responsibilities, including any
directives from the Board, or the Participant erigadgn behavior in the Participant’s personal osibass life as to lead the Committee in its
reasonable judgment to determine that it is inbi&t interests of the Company to terminate thdadizaht's employment.

“ Code” means thdnternal Revenue Code of 1988s amended from time to time, and the regulajgwomulgated under it.

“ Committee” means the Compensation Committee of the Boaaljiged, however, to the extent deemed necessaypopriate, a
committee other than the Compensation Committeelmagesignated by the Board to administer the &ahsuch other committee may be
vested with any of the powers and responsibiltieseunder and shall be considered the Committeenfpand all of such purposes hereur
To the extent the Company desires to grant Incer8iock Options, such committee shall be compobadtdess than two directors of the
Company, neither of whom shall be employees ofbmpany or its Affiliates and each of whom shaliestvise be “outside directors” for
purposes of Section 162(m) of the Code. To thengttee Company is no longer a “foreign private &8s defined in Exchange Act

Rule 3b-4 and wishes to have a “Qualified Plandened in Rule 16b-3(b)(4), such committee shaltbmposed of not less than two
directors of the Company, each of whom are “non{egge directors” for purposes of Exchange Act ®#cfi6 and Rule 16b-3 thereunder.
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“ Common Shares’ means any or all, as applicable, of the commareshof the Company and any other securities grgotp as may
become the subject of Awards, or become subje&tvards, pursuant to an adjustment made under Sedfln) of the Plan and any other
securities of the Company or any Affiliate or amgeessor that may be so designated by the Committee

“ Consultant” means any consultant of, or other individual pdivg services to, the Company or any Affiliateoyided that, for purposes of
Awards made to individuals in Canada, a consultaedns a person that (1) is engaged to providecgsrtd the Company and/or an Affiliate,
other than services provided in relation to a tlistion of securities, (2) provides the servicedama written contract with the Company
and/or the Affiliate and (3) spends or will spensignificant amount of time and attention on thiaia$ and business of the Company and/or
the Affiliate.

“ Control Person” means, with respect to any entity, a person ¢batrols such entity.
“ Employee” means any employee of the Company or of any iatgl.
“ ExchangeAct” means théJnited States Securities Exchange Act of 19&lamended.

“ Fair Market Value " means (1) with respect to any property other ttienCommon Shares, the fair market value of thapgrty
determined by those methods or procedures as magthblished from time to time by the Committee @)dvith respect to the Common
Shares, the closing sale price reported for suehr@on Shares on the date of reference on the Pahilprket. If there is no closing sale
price reported on any such date, the Fair Marké&/avill be determined by the Committee in accomtawith the regulations promulgated
under Section 2031 of the Code, or by any othergpjate method selected by the Committee.

“ Good Reasort, as used in connection with the termination &faticipant’s employment, means (1) with respeetrip Participant
employed under a written employment agreement thighCompany or an Affiliate of the Company, “goedson” or similar term as defined
in that written agreement or, if such agreementaios no such definition, a material breach byGleenpany of that agreement, or (2) with
respect to any other Participant, a failure byGoepany to pay that Participant any amount otherwésted and due and a continuation of
that failure for 30 business days following noticehe Company of that failure.

“ Incentive Stock Option” means an option granted under Section 6(a) oPtha that is intended to meet the requiremengecfion 422 of
the Code or any successor provision.

“ insider ” has the same meaning as found in$leeurities Act (Ontario)as amended, and also includes associates atiatasfiof the
insider; and “issuances to insiders” includes diegx indirect issuances to insiders.

“ Non-Qualified Stock Option” means an option granted under Section 6(a) oPthaa that is not intended to be an Incentive Stpkon.
Any stock option granted by the Committee whichas designated an Incentive Stock Option will berded a Non-Qualified Stock Option.

“ Option " means an Incentive Stock Option or a Non-Qualifstock Option.

“ Other Share-Based Award” means any right granted under Section 6(e)(thefPlan.
“ Participant " means any individual granted an Award under tlae P

“ Performance Share Unit” means any right granted under Section 6(e) oPlaa.

“ Person” means any individual, corporation, partnershgsaxiation, joint-stock company, trust, unincorpetlaorganization, or government
or political subdivision of a government.

“ Principal Market " means the principal stock exchange, quotatiotesy®or other market on which the Common Shareisaesl, admitted
to trading, posted for trading or quoted upon whiak occurred the greatest trading
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volume of the Common Shares for the six monthstéothe extent the Common Shares have not beex ligtimitted to trading, posted for
trading or quoted for at least six months, the hexgest period since the Common Shares werellgitisted, admitted to trading, posted for
trading or quoted) prior to the date of referenmeyided, however, that to the extent deemed nacgss appropriate, the Principal Market
shall be as determined by the Committee in accaelarth applicable law, rules and regulations.

“ Released Securitie$ means securities that were Restricted Sharewibhirespect to which all applicable restrictiors/a expired, lapsed
or been waived in accordance with the terms oftla@ or the applicable Award Agreement.

“ Restricted Shares’ means any Common Shares granted under SectipoBifee Plan, any right granted under Section 6{¢he Plan that
is denominated in Common Shares or any other Awad#r which issued and outstanding Common Shaeglsedd subject to certain
restrictions.

“ Restricted Share Unit” means a right to receive a Common Share or tireMarket Value of a Common Share granted undeti@e6(d)
of the Plan.

“ Securities Act” means theJnited States Securities Act of 193% amended.
“ Share Appreciation Right” means any right granted under Section 6(b) ofRttze.

“ Significant Event” means, unless otherwise defined in an Award Ageeg or a written employment agreement betweelCtrapany and
a Participant (which definition shall govern), tecurrence of any of the following events: (1) aspa or group of persons becomes the
beneficial owner of securities of the Company citmistg 50% or more of the voting power of all aarsding voting securities of the
Company, (2) a majority of the Company’s Board fahe date of adoption of this Plan (including augcessors approved by the then
existing Board) cease to constitute a majorityhef Board; (3) a merger, consolidation, amalgamaiicarrangement of the Company (or a
similar transaction) occurs, unless after the ev&dfo or more of the voting power of the combinethpany is beneficially owned by the
same person or group of persons as immediatelyd#ie event; or (4) the Company’s shareholderscagpa plan of complete liquidation or
winding-up of the Company, or the sale or dispositf all or substantially all the Companyassets (other than a transfer to an Affiliatéhe
Company); provided that the following shall not stitute a Significant Event: (i) any person or grad persons becoming the beneficial
owner of the threshold of securities specifiedlipngs a result of the acquisition of securitiegi®yCompany or a subsidiary which, by
reducing the number of securities outstanding giases the proportional number of securities beia#fiteld by that person or group of
persons, (ii) any acquisition of securities dingétbm the Company in connection with a bona figkficing or series of financings by the
Company, (iii) any acquisition by an employee bénmén (or related trust) sponsored or maintaibgdhe Company or its Affiliates or

(iv) beneficial ownership by Corel Holdings, L.Rs, Affiliates and/or its Control Persons or angriased ownership by any of them.

“ U.S. Participant” means any Participant residing in the United &tatr who is a U.S. citizen.

SECTION 3. ADMINISTRATION.

(@) The Plan will be administered by the Conteeitsubject to the Committee reporting to the Beardequired by the Committee’s
mandate

(b) Subject to the terms of the Plan and appli law, and in addition to other express powatsauthorizations conferred on the
Committee by the Plan, the Committee will have fdiver and authority to, subject to the Plan: @ignate Participants;
(2) determine the type or types of Awards to bentgai to an eligible Employee or other individuatlanthe Plan; (3) determine the
number and classification of Common Shares to verea by (or with respect to which payments, rightether matters are to be
calculated in connection with) Awards; (4) deterenthe terms and conditions of any Award; (5) detleemvhether, to what extent,
and under what circumstances Awards may be settledercised in cash, Common Shares, other sexsjrathel
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Awards or other property, or canceled, forfeitedwspended, and the method or methods by which dswraay be settled, exercisi
canceled, forfeited or suspended; (6) determinaireaents for the vesting or exercisability of Adsior performance criteria to be
achieved in order for Awards to vest, the acceienadf vesting or the waiver of forfeiture or othrestrictions on awards;

(7) determine whether, to what extent and undeitwineumstances cash, Common Shares, other sesudther Awards, other
property and other amounts payable with respeaht@ward under the Plan will be deferred eithepmatically or at the election of
the holder or of the Committee; (8) interpret addchaister the Plan and any instrument or agreemsating to, or Award made
under, the Plan; (9) establish, amend, suspendimevany rules and regulations and appoint anytagemnit will deem appropriate -
the proper administration of the Plan; (10) detaenwhether awards will be adjusted for dividendtiements; (11) amend or adjust
the terms and conditions of outstanding Awards) {fplement an Award exchange program, (13) arrdagénancing by broker-
dealers (including payment by the Company of corsiniss) and establish award exercise procedurepeétdblish procedures for
payment of withholding tax obligations with cashsbiares and (15) make any other determinationaany other action that the
Committee deems necessary or desirable for thergsinaition of the Plar

(c) Unless otherwise expressly provided inRban, all designations, determinations, interpretatand other decisions under or with
respect to the Plan or any Award will be within #ude discretion of the Committee, may be madaatiane and will be final,
conclusive and binding upon all Persons, includimgCompany, any Affiliate, any Participant, anydeo or beneficiary of any
Award, any shareholder and any Employ

(d) Any reference in this Plan to the dateesfrtination or cessation or a Participant’s emplaynséall mean the Participant’s last day of
active employment and shall not include any pedbstatutory, contractual or reasonable noticenyrzeriod of deemed
employment

(e) Notwithstanding the foregoing, the maximum numife€ommon Shares underlying or relating to Awardsclvimay be granted f
any one Participant under this Plan in any calegdar will not exceed 500,000 Common Shares, stiljgbe adjustments provided
in Section 4(b), and no Awards under this Plan béllgranted after December 31, 2C

(H  Notwithstanding anything to the contrary in thia®!

() the maximum number of securities of the @amy issuable to insiders at any time under (A Bian and (B) all of the
Company’s other security based compensation armaeges, shall not exceed ten percent (10%) of theg@my’s total issued
and outstanding securities, subject to the adjustsrgrovided in Section 4(b); a

(i) the maximum number of securities of then@any issued to insiders within any one year penioder (A) this Plan and (B) all
of the Company’s other security based compensati@ngements, shall not exceed ten percent (10¥edCompany’s total
issued and outstanding common shares, subjece tadjustments provided in Section 41
SECTION 4. COMMON SHARES AVAILABLE FOR AWARDS.

(@) Common Shares Availab. Subject to adjustment as provided in Section:«

(i) Calculation of Number of Common Shares Aafalie. The number of Common Shares available fantjng Awards under the
Plan will be 6,850,000 any or all of which Awardayrbe or may be based on Common Shares, any efated security or ar
combination. In addition, no more than 500,000 Cani8hares may be issued on the exercise of Ineeftick Options and
no more than 700,000 Common Shares may be issuRdsaiscted Share




(b)

(©
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(i) Shares Becoming Again Available. If, aftee effective date of the Plan, any Common Shewesred by an Award granted
under the Plan or to which such an Award relatesda, expires, terminates or is forfeited; ardeskih cash; or otherwise
terminate or are canceled without the delivery ofrthon Shares or other consideration, and CommoreSkarrendered to t
Company as payment of exercise price, withholdingar as part of an Award exchange program withad extent again be, or
will become, available for granting Awards undes gian.

(iii) Accounting for Awards. For purposes of this Secto

(A) if an Award is denominated in or based upon Com@leares, the number of Common Shares covered bytvetd or tc
which that Award relates will be counted on theedatgrant of that Award against the total numifeCommon Shares
available for granting Awards under the Plan araireg the maximum number of Awards available to Basticipant; an

(B) Awards not denominated in Common Shares beagounted against the total number of CommoneSharailable for
granting Awards under the Plan and against the mamxi number of Awards available to any participarthiat amount
and at such time as the Committee determines prdeedures adopted by the Committee consistentthétipurposes of
the Plan

provided, however, that Awards that operate in éamdvith (whether granted simultaneously with oa different time from), ¢
that are substituted for, other Awards may be cadiot not counted under procedures adopted by ahentittee in order to
avoid double counting

Any Common Shares that are delivered by the@ny, and any Awards that are granted by, orrheaabligations of, the
Company, through the assumption by the Company éffiliate of, or in substitution for, outstandirayvards previously
granted by an acquired company will, in the cas@wérds granted to Participants who are executffieass or directors of the
Company, be counted against the Common Shareshleafbr granting Awards under the Pl

(iv) Sources of Common Shares Deliverable Urdeards. Any Common Shares delivered pursuant tdwaard may consist, in
whole or in part, of authorized and unissued Com®@lares or of outstanding Common Shares acquird¢ideoopen marke

Adjustments In the event that the Committee determines thatdividend or other distribution (whether in tloerh of cash,
Common Shares, other securities or other properggpitalization, stock split, stock dividend, &ese stock split, reorganization,
merger, consolidation, split-up, spin-off, combioat repurchase or exchange of Common Shares er s#turities of the Company,
issuance of warrants or other rights to purchagar@on Shares or other securities of the Compangttar similar corporate
transaction or event affects the Common Sharesthattan adjustment is determined by the Commitide= appropriate in order to
prevent dilution or enlargement of the benefitpatential benefits intended to be made availabtieuthe Plan, then the Committee
will, in any manner as it may deem equitable, aduny or all of (1) the number and kind of Commdraes (or other securities or
property) which thereafter may be made the sulgjedivards, (2) the number and kind of Common Shéwesther securities or
property) subject to outstanding Awards, and (8)dghant or exercise price with respect to any Avaardf deemed appropriate, ma
provision for a cash payment to the holder of atstamding Award; provided, however, that the nunmdd&€ommon Shares subject
any Award denominated in Common Shares will amays whole numbe

Significant Eventslf a Significant Event occurs, and unless othsenprovided in an Award Agreement or a written eyppient
contract between the Company and a Participane&celpt
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as otherwise set out in this paragraph, the@ittee, in its sole discretion, may provide tfigtthe successor corporation will assume
each Award or replace it with a substitute Awagj,the Awards will become exercisable or vestedfiole or in part upon written
notice, (3) the Awards will be surrendered for alcpayment, or (4) any combination of the foregaiijoccur. Awards to
Participants who are directors of the Company shatbmatically become exercisable and vested Irofuthe occurrence of a
Significant Event. If a U.S. Participant is entitl® receive payments that would qualify as ex¢pasachute payments™ under
Section 280G of the Code, those payments may heeedso that the participant is not subject toetkmse tax under Section 4999
the Code if such a reduction would result in th8.UParticipant receiving a greater e-tax payment

SECTION 5. ELIGIBILITY. Any Employee, including any officer or employeeeditor of the Company or of any Affiliate, and any
Consultant of the Company or any Affiliate will bégible to be designated a Participant. A non-ayeé director will be eligible to receive
Non-Qualified Stock Options under the Plan. No moreath@0,000 Common Shares may be the subject obtakAwards granted to any ¢
Participant in any calendar year. In the case gf‘apecified employee” who is a U.S. Participanstiibutions may not be made prior to the
date which is 6 months after the date of separditan service (or, if earlier, the date of deathtaf Employee). For purposes of the prece
sentence, a specified employee is a key employedefined in section 416(i) of the Code withoutanehto paragraph (5) thereof).

SECTION 6. AWARDS.

(@)

Options The Committee is hereby authorized to grantigil®é individuals options to purchase Common Sedeach, an “Option”)
which will contain the following terms and condit®and with any additional terms and conditiongither case not inconsistent

with the provisions of the Plan, as the Committeermines

(i) Exercise Price. The purchase price per Common Share purchasatbr an Option will be determined by the Committee;
provided, however, that the exercise price will betiess than one hundred percent (100%) of theMraiket Value of a
Common Share on the date of grant of that Optioany other price as required under Section 6(g

(i) Time and Method of Exercisgubject to the terms of Section 6(a)(iii), the Coittee will determine the time or times at which
an Option may be exercised in whole or in part, tiedmethod or methods by which, and the form onfo(including, without
limitation, cash, Common Shares, outstanding Awasdsther property, or any combination thereofjihg a Fair Market
Value on the exercise date equal to the relevaartcese price) in which, payment of the exerciseguwiith respect thereto may
be made or deemed to have been m

(iii) Exercisability Upon Death, Retirement and Termioatof Employmer. Subject to the condition that no Option may be
exercised in whole or in part after the later &):the expiration of the Option period specifiedhe applicable Award
Agreement; and (2) 10 days immediately following #nd of a Blackout Period where a Unit would expiuring or within
10 days following the expiration of the BlackoutiBd:

(A) Subject to the terms of paragraph (D) belapon the death of a Participant while employeditiin three (3) months of
retirement or disability as defined in paragraph§Blow, the Person or Persons to whom such Rzatits rights with
respect to any Option held by such Participantraresferred by will or the laws of descent andriistion may, prior to
the expiration of the earlier of: (1) the outsiderise date determined by the Committee at the tifrgranting the
Option, or (2) twelve (12) months after such P#tat’s death, purchase any or all of the Commoar&hwith respect to
which such Participant was entitled to exercisénDption immediately prior to such Particip’s death
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(B)

(©)

(D)

(E)

(F)
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and any Options not so exercisable will lapse enddite of such Participé s death

Subject to the terms of paragraph (D) belopon termination of a Participant’s employmentvthe Company (x) as a
result of retirement pursuant to a retirement piathe Company or an Affiliate or disability (astelenined by the
Committee) of such Participant, (y) by the Compather than for Cause, or (z) by the Participanbv@bod Reason, su
Participant may, prior to the expiration of theliesirof: (1) the outside exercise date determingthle Committee at the
time of granting the Option, or (2) three (3) manditer the date of such termination, purchaseoamyl of the Common
Shares with respect to which such Participant witiled to exercise any Options immediately primstich termination,
and any Options not so exercisable will lapse ariglate of terminatior

Subject to the terms of paragraph (D) belgpon termination of a Participant’'s employmentwvihe Company under any
circumstances not described in paragraphs (A) patBve, such ParticipastOptions will be immediately canceled to
extent not theretofore exercise

Upon (i) the death of the Participant, i§rtermination of the Participant’s employment lwvthe Company (x) by the
Company other than for Cause (y) by the Participatit Good Reason or (z) as a result of retirenoemtisability as
defined in paragraph (B) above, the Company wiehtine right to cancel all of the Options such ieg@nt was entitled
to exercise at the time of such death or terminafsobject to the terms of paragraphs (A) or (B)va) for a payment in
cash equal to the excess, if any, of the Fair Maviedue of one Common Share on the date of deatbroination over
the exercise price of such Option for one Commoar&times the number of Common Shares subjecet®tiion and
exercisable at the time of such death or termina

Upon expiration of the respective periogisait in each of paragraphs (A) through (B) abtive Options of a Participant
who has died or whose employment has been terndimétebe canceled to the extent not theretofoneceted or
exercised

For purposes of paragraphs (A) throughgBgve, the period of service of an individual aractor or Consultant of the
Company or an Affiliate will be deemed the peride&employment

Incentive Stock Optior. The following provisions will apply only to Incéme Stock Options granted under the P

(A)

(B)

No Incentive Stock Option will be granted to anigible Employee who, at the time such Option isnggd, owns
securities possessing more than ten percent (108 dotal combined voting power of all classes@furities of the
Company or of any Affiliate, except that such arti@pmay be granted to such an Employee if, atithe the Option is
granted, the exercise price is at least one hurtéregercent (110%) of the Fair Market Value of @@mmon Shares
(determined in accordance with Section 2) subthé Option, and the Option by its terms is n@reisable after the
expiration of five (5) years from the date the ©ptis granted; an

To the extent that the aggregate Fair MiYladue of the Common Shares with respect to whickentive Stock Options
(without regard to this subsection) are exercisédni¢he first time by any individual during anyleadar year (unde
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all plans of the Company and its Affiliate(ceeds $100,000, such Options will be treatedaas Qualified Stock
Options. This subsection will be applied by tak@gtions into account in the order in which they evgranted. If some
but not all Options granted on any one day areestihp this subsection, then such Options will ppeoationed between
Incentive Stock Option and N-Qualified Stock Option treatment in such mannethasCommittee will determin

For purposes of this subsection, the Fair Markdti®&af any Common Shares will be determined, iroetance with Section 2, as of the
date the Option with respect to such Common Shamgsnted.

(b)

(©

Share Appreciation RightThe Committee is hereby authorized to grantigitde Employees “Share Appreciation Rights.” Each
Share Appreciation Right will consist of a rightrexeive the excess of (1) the Fair Market Valuere§ Common Share on the dat
exercise or, if the Committee will so determingtia case of any such right other than one relateshy Incentive Stock Option, at
any time during a specified period before or afterdate of exercise over (2) the grant price efright as specified by the
Committee, which will not be less than one hungrertent (100%) of the Fair Market Value of one Camrhare on the date of
grant of the Share Appreciation Right, which amowititbe satisfied in cash or in Common Shares witfair Market Value
determined as at the applicable date, equal to amnchunt or in a combination thereof. Subject totéims of the Plan and any
applicable Award Agreement, the grant price, tarmathods of exercise, methods of settlement and#rgr terms and conditions of
any Share Appreciation Right granted under the Riltbe as determined by the Committee. The Congaitnay impose such
conditions or restrictions on the exercise of ahgr® Appreciation Right as it may deem appropriateyided that Share
Appreciation Rights may be payable on a deferresishanly to the extent provided for in the applieadward Agreement. Share
Appreciation Rights may be granted in conjunctiathwva related Option or separately as a-standing Share Appreciation Rig

Restricted Share.

(i) Issuance. The Committee is hereby authorized to grantigitde Employees “Restricted Shares” which will @t of the right
to receive, by purchase or otherwise, Common Shelné&h are subject to such restrictions as the Citteenmay impose
(including, without limitation, any limitation omé right to vote such Common Shares or the right¢eive any dividend or
other right or property), which restrictions mapda separately or in combination at such timemesi, in such installments or
otherwise, as the Committee may deem approp|

(i) Registration. Restricted Shares granted under the Plan mayiteneed in such manner as the Committee may deem
appropriate, including, without limitation, booktgnregistration or issuance of a share certificateertificates. In the event
any share certificate is issued in respect of Restr Shares granted under the Plan, that cetgfiadl be registered in the nai
of the Participant and will bear an appropriatestetjreferring to the terms, conditions and restmat applicable to those
Restricted Share

(iii) Forfeiture. Except as otherwise determined by the Committpen termination of a Participant's employmentday reason
during the applicable restriction period, all o# tRarticipant’s Restricted Shares which had nobimecReleased Securities by
the date of termination of employment will be faotéel and reacquired by the Company; provided, henehat the Committee
may, when it finds that a waiver would be in thethaterests of the Company, waive in whole orantany or all remaining
restrictions with respect to the Participant’'s Rettd Shares. Unrestricted Common Shares, evidencany manner as the
Committee will deem appropriate, will be issuedhe holder of Restricted Shares promptly after¢hRestricted Shares
become Released Securiti
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Restricted Share Unit3he Committee is hereby authorized to grantitgitde Employees “Restricted Share Units” each bfol
will consist of the right to receive one Common &har cash equal to the Fair Market Value of onen@on Share, subject to the
terms of any applicable Award Agreement and whighsaibject to such restrictions as the Committeg impose which restrictions
may lapse separately or in combination at any tim@mes, in such installments or otherwise, asGbmmittee may deem
appropriate. The Committee may impose any conditanrestrictions on the exercise of Restricted&hhnits as it may deem
appropriate. The Committee may also grant ResttiSteare Units that are designated as “DeferredeSbaits”, which may have all
of the rights and restrictions that may be applieab Restricted Share Units, except that the DefeShare Units may not be
redeemed for Common Shares or cash equal to thd/laaket Value of Common Shares until the Partintdaas ceased to hold all
offices, employment and directorships with the Campand its Affiliates

Performance Share Un.

(i) The Committee is hereby authorized to gtargligible Employees “Performance Share UnitattkPerformance Share Unit
will consist of a right, (i) denominated or payabiecash, Common Shares, other securities or gitegrerty (including, without
limitation, Restricted Shares), and (ii) which vatinfer on the holder thereof rights valued asrd@teed by the Committee and
payable to, or exercisable by, the holder of thédPmance Share Unit, in whole or in part, upondkhievement of such
performance goals during such performance perisdseaCommittee will establis

(i)  The initial value of a Performance Shanaitlvill be established by the Committee at theedztgrant and, to the extent related
to Common Shares, other securities or other prgppgltinitially be equal to 100% of the Fair Mark@alue of a Common
Share, such other security or such other propertye date of gran

(iii) Subject to the terms of the Plan and any apfkcAtvard Agreement, the performance goals to béeael during any
performance period, the length of any performararéod, the amount of any Performance Share Uniitgch the termination
a Participant’s employment and the amount of aryyrant or transfer to be made pursuant to any Ragnce Share Unit will
be determined by the Committee and by the othard@nd conditions of any Performance Share |

(iv) The Committee will issue performance ggai®r to the commencement of the performance deonavhich such performance
goals pertain. The performance goals may be bgseaad the achievement of corporation-wide, divisiamraindividual goals, or
any other basis determined by the Committee. Thar@ittee may modify the performance goals as necgssalign them
with the Company’s corporate objectives if thera mubsequent material change in the Company’si&sssi operations or
capital or corporate structut

Other Sharéased Awards The Committee is hereby authorized to grantitgitde Employees “Other Share-Based Awards.” Each
Other Share-Based Award will consist of a rightWhlich is other than an Award or right describe&eéttion 6(a), (b), (c), (d) or

(e) above and (2) which is denominated or payahlealued in whole or in part by reference to, threowise based on or related to,
Common Shares (including, without limitation, seéttes convertible into Common Shares) as are dedwpgble Committee to be
consistent with the purposes of the Plan; provittedvever, that such right will comply, to the extdeemed desirable by the
Committee, with applicable law. Subject to the temwfithe Plan and any applicable Award AgreeméetGommittee will determine
the terms and conditions of Other Share-Based Asvd&Zdmmon Shares or other securities deliverecupuaigo a purchase right
granted under this Section 6(e)(i) will be purchibf® such consideration, which may be paid by suethod or methods and in st
form or forms, including, without limitation, casBpmmon Shares, other securities, other Awardgrgitoperty, or any combinatis
thereof, as the Committee will determil
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(9) General.

()

(ii)

(iii)

(iv)

v)

(Vi)

No Cash Consideration for Awar. Awards may be granted for no cash consideratidorcsuch minimal cash consideratior
may be required by applicable la

Awards May Be Granted Separately or Toge. Awards may, in the discretion of the Committee gbanted either alone or in
addition to, in tandem with, or in substitution fory other Award, except that in no event will andntive Stock Option be
granted together with a Non-Qualified Stock Optilmsuch a manner that the exercise of one Optifatiafthe right to exercise
the other. Awards granted in addition to or in 'mdwith other Awards may be granted either at #meestime as or at a
different time from the grant of such other awa

Forms of Payment Under Awar. Subject to the terms of the Plan and of any apple Award Agreement, payments or
transfers to be made by the Company or an Affiligten the grant, exercise or payment of an Awarg bgamade in such form
or forms as the Committee will determine, includimgthout limitation, cash, Common Shares, otheusées, other Awards,
or other property, or any combination thereof, aray be made in a single payment or transfer, iralinsents, or on a deferred
basis, in each case in accordance with rules amtkfdures established by the Committee. Such rugp@cedures may
include, without limitation, provisions for the pagnt or crediting of reasonable interest on instefit or deferred payments.
accordance with the above, the Committee may él¢¢b pay a Participant (or such Participargérmitted transferee) upon
exercise of an Option in whole or in part, in l@&uhe exercise thereof and the delivery of Comr8bares thereunder, an
amount of cash equal to the excess, if any, oFtieMarket Value of one Common Share on the daseich exercise over the
exercise price of such Option for one Common Stiares the number of Common Shares subject to th®pr portion
thereof so exercised or (2) to settle other sharedhinated Awards in cash. The Committee may peofad financing by
broker-dealers (including payment by the Compangoofimissions) and may establish procedures (inctudioker-dealer
assisted cashless exercise) for payment of witliigléix obligations in cash or in Common Sha

Limits on Transfer of Awarc.

(A) No award (other than Released Securities), andghounder any such Award, may be assigned, akehatiedged
attached, sold or otherwise transferred or encuetbley a Participant otherwise than by will or bg taws of descent and
distribution (or, in the case of Restricted Shateshe Company) and any such purported assignralemation, pledge,
attachment, sale or other transfer or encumbraiitbaewoid and unenforceable against the Compargng Affiliate.

(B) Each award, and each right under any Awailllbe exercisable during the Participant’s life¢ only by the Participant
or, if permissible under applicable law, by thetRgran’s guardian or legal representati

Terms of Awards The term of each Award will be for such periodesy be determined by the Committee; provided, vawe
that in no event will the term of any Option exceegleriod of ten years from the date of its gr

Common Share Certificated\ll certificates for Common Shares delivered urthe Plan pursuant to any Award or the exercise

thereof will be subject to any stop transfer orderd other restrictions as the Committee may deduisable under the Plan or
the rules, regulations, and other requirementh®&ecurities and Exchange Commission, any stottkagge upon which such
Common Shares are then listed, and any applic
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federal, state, provincial or territorial seties laws, and the Committee may cause a legetebends to be put on any such
certificates to make appropriate reference to sastrictions.

Delivery of Common Shares or Other Securities aaghfent by Participant of Considerati. No Common Shares or other
securities will be delivered pursuant to any Awantil payment in full of any amount required togisd pursuant to the Plan
the applicable Award Agreement is received by thenfany. Such payment may be made by such methoeiods and in
such form or forms as the Committee will determineluding, without limitation, cash, Common Sharether securities, other
Awards or other property, or any combination thérpmvided that the combined value, as determimethe Committee, of all
cash and cash equivalents and the Fair Market \#laay such Common Shares or other property steted to the Compan
as of the date of such tender, is at least equhktéull amount required to be paid pursuant toRtan or the applicable Award
Agreement to the Compar

SECTION 7. AMENDMENTS; ADJUSTMENTS AND TERMINATION. Except to the extent prohibited by applicable lad anless
otherwise expressly provided in an Award Agreentenih the Plan:

(@)

Amendments to the PlaSubject to Section 7(g) and the requirementgpfieable law, rules and regulations, the Board raaend

alter, suspend, discontinue, or terminate the Ritlrout the consent of any shareholder, Participatter holder or beneficiary of an
Award, or other Person, provided, however, thdtjestt to the Company’s rights to adjust Awards urisiection 7(e) and (f), any
amendment, alteration, suspension, discontinuatiotgrmination that would impair the rights of a@Prticipant, or any other holder
or beneficiary of any Award previously granted,lwibt to that extent be effective without the cartsef that Participant, other holder
or beneficiary of an Award, as the case may be.Bdard or the Committee may make any amendmertset®lan without seeking
shareholder approval except the following amendmemtwhich shareholder approval will be requir

(i)

(i)
(iii)

(iv)

v)

(i)

(vii)

amendments to the number of Common Shasesmble under the Plan, including an increasdii@d maximum number of
Common Shares or a change from a fixed maximum eumbCommon Shares to a fixed maximum percent

amendments to the Plan that increase the lengtieqderiod after a Blackout Period during whichfarard may be exercise

amendments which would reduce the exercise pfie& Award or would result in the exercise pricedny Award granted
under the Plan being lower than the Fair Markeu¥af the Common Shares at the time the Awardaetgd, except a
reduction in connection with any stock dividenacét split, combination or exchange of shares, nremsolidation, spin off
or other distribution or other change in the cdmfahe Company affecting Common Shai

any amendment expanding the categoriesigible Participant which would have the potentibbroadening or increasing
insider participation

any amendment extending the term of an Awmeald by an insider beyond its original expiryedakcept an extension of an
Award that would otherwise expire during a BlackBetiod, to 10 days following the end of the BlagkBeriod,;

the addition of any other provision whigsults in participants receiving Common Sharedenio cash consideration is
received by the Company; a

amendments required to be approved by sharehaldees applicable lav
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(d)
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(f)
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Section 409A of the Coddhis Plan will be construed and interpreted tmply with Section 409A of the Code to the extermjuieec
to preserve the intended tax consequences of ldais Phe Company reserves the right to amend this 1 the extent it reasonably
determines is necessary in order to preserve thaded tax consequences of this Plan in light ofi®&e 409A of the Code and any
regulations or guidance under that section. Invemewill the Company be responsible if Awards untiés Plan result in penalties
a U.S. Participant under Section 409A of the Ci

Section 162(m) of the Cod@erformance-based awards to U.S. Participants Ineusmiade by an independent committee. Awards to
any Participant whom the independent committeerdetes to be a “covered employee” under Sectior(rh$af the Code may be
subject to restrictions, including the establisht@rperformance goals, as necessary for the Awandeet the requirements set out
in the Code for performan-based compensatic

Amendments to AwardsThe Committee may waive any conditions or righrider, amend any terms of, or alter, suspend,
discontinue, cancel or terminate, any Award presfipgranted, prospectively or retroactively; pradd however, that, subject to the
Company’s rights to adjust Awards under Section &l (f), any amendment, alteration, suspensiggpdtinuation, cancellation or
termination that would impair the rights of any fRapant or holder or beneficiary of any Award piassly granted, will not to that
extent be effective without the consent of the iBigdnt or holder or beneficiary of an Award, as tase may b

Adjustment of Awards Upon Certain Acquisits. In the event the Company or any Affiliate assumdgstanding employee awards
or the right or obligation to make future awardsa@mnection with the acquisition of another businesanother corporation or
business entity, the Committee may make any adgr#snnot inconsistent with the terms of the Pilathe terms of Awards as it
deems appropriate in order to achieve reasonabda@bility or other equitable relationship betw#enassumed awards and the
Awards granted under the Plan as so adju:

Adjustments of Awards Upon the Occurrent€ertain Unusual or Nonrecurring Eventshe Committee is hereby authorized to
make adjustments in the terms and conditions af the criteria included in, Awards in recognitiohumusual or nomecurring event
(including, without limitation, the events descighi@ Section 4(b) or Section 4(c)) affecting then@any, any Affiliate, or the
financial statements of the Company or any Affdiadr of changes in applicable laws, regulationgogounting principles, wheney
the Committee determines that those adjustmentsmm®priate in order to prevent dilution or entargnt of the benefits or poten
benefits intended to be made available under the.

Termination. The Plan will automatically terminate on Janubr2016 unless we elect to terminate it soa

SECTION 8. GENERAL PROVISIONS.

(@)

(b)

No Right to Award:. No Employee or other Person will have any clairbé granted any Award under the Plan, and theve is
obligation for uniformity of treatment of Employees holders or beneficiaries of Awards under tt@PThe terms and conditions
Awards need not be the same with respect to eaghient.

Delegation Subject to the terms of the Plan and applicadole the Committee may delegate to one or moreasffior managers of
the Company or any Affiliate, or to a committeesath officers or managers, the authority, subjesuch terms and limitations as
the Committee will determine, to grant Awards totmcancel, modify, waive rights with respectatier, discontinue, suspend, or
terminate Awards




(€

(d)

()

(f)

(9)

(h)

(i)

0

(k)
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Correction of Defects, Omissions, and Irsistencies The Committee may correct any defect, supply@nission, or reconcile any
inconsistency in the Plan or any Award in the maramal to the extent it will deem desirable to cahg Plan into effec

Withholding. The Company or any Affiliate will be authorizemwithhold from any Award granted, from any paymeuaé or

transfer made under any Award or under the Pldroar any compensation or other amount owing toriidh@ant the amount (in
cash, Common Shares, other securities, other Awardgher property) of withholding, taxes or otlaenounts payable by the
Company, any Affiliate or the Participant and whare due or payable in respect of an Award, its@se, or any payment or trans
under such Award or under the Plan and to takeo#tmyr action as may be necessary in the opinidheo€ompany or Affiliate to
satisfy all obligations for the payment of thoseeta Neither the Corporation nor any Participatmmpany shall be held responsible
for any tax or other liabilities or consequencescivliesult from the Participamstparticipation in this Plan, including any emplaymt
related taxes or benefit costs, whether or not sosks are the primary responsibility of the Cogpion or any Participating

Company

No Limit on Other Compensation Arrangeme. Nothing contained in the Plan will prevent then@pany or any Affiliate from
adopting or continuing in effect other or additibbempensation arrangements, and those arrangemeytbe either generally
applicable or applicable only in specific cas

No Right to Employmer. The grant of an Award will not be construed agrg a Participant the right to be retained in ¢éinegploy,
as an officer or director or as a Consultant ofGoepany or any Affiliate. Further, the CompanyaarAffiliate may at any time
dismiss a Participant from employment, as an officdirector or as a Consultant, , free from aapility, or any claim under the
Plan, unless otherwise expressly provided in tlaa BF in any Award Agreemer

Governing Law The validity, construction, and effect of therPnd any rules and regulations relating to the Ri#l be determine:
in accordance with the laws of the Province of @atand the federal laws of Canada applicable itaGn.

Severability If any provision of the Plan or any Award is @clbmes or is deemed to be invalid, illegal or uosrgable in any
jurisdiction or as to any Person or Award under lamy deemed applicable by the Committee, that giowmiwill be construed ¢
deemed amended to conform to applicable laws,ibc#nnot be construed or deemed amended withothie determination of the
Committee, materially altering the intent of tharPbr the Award, that provision will be strickentaghat jurisdiction, Person or
Award and the remainder of the Plan and any suchrdwill remain in full force and effec

No Trust or Fund Create. Neither the Plan nor any Award will create orcbhastrued to create a trust or separate fund okatyor
a fiduciary relationship between the Company or Afiifiate and a Participant or any other Persoao.tfie extent that any Person

acquires a right to receive payments from the Compa any Affiliate pursuant to an Award, that righill be no greater than the

right of any unsecured general creditor of the Canypor any Affiliate.

No Fractional Common Shar. No fractional Common Shares will be issued oivéetd pursuant to the Plan or any Award, and the
Committee will determine whether cash, other séiegsior other property will be paid or transferiedieu of any fractional Commt
Shares or whether those fractional Common Sharasyorights thereto will be canceled, terminatedytberwise eliminatec

Headings Headings are given to the Sections and subssatibtihhe Plan solely as a convenience to faciliteterence. Those
headings will not be deemed in any way materiaktgvant to the construction or interpretationte Plan or any provision of the
Plan.
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SECTION 9. ADOPTION, APPROVAL, EFFECTIVE DATE AND T ERMINATION DATE OF THE PLAN. The Plan will be adopted
by the Board of Directors and the shareholdersi®@iGompany prior to the completion of the Compaimnitsal public offering (the “IPO”)
and will become effective immediately prior to #esing of the IPO.
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Exhibit 21.1

Corel Technologies Cor|
Corel do Brasil Ltda

Corel California Inc

Corel International Corg
Corel Japan Ltc

Corel SARL

Corel UK Limited

Corel Holdings US, LLC
Corel GmbH

Corel Corporation Limitet
Corel PTY Ltd.

Cayman Limited Holdci
WinZip Computing S.L
WinZip International LLC
WinZip Computing LF
WinZip Holdings Spain S.L
WinZip Computing LLC
WinZip Holding SGPS, Lde
Corel Inc.

InterVideo Holdings Ltd
InterVideo International Ltc
Corel TW Corp.

Win Sky Holdings Ltd
Strong Ace Ltd

InterVideo India Software Private Limite

Corel SH Corg

Talent Ease Invest. Lt
Ulead Systems Inc

Ulead Systems Gmb
Beijing Ulead Systems, In

Ontario

Brazil

California

Barbados

Japar

France

United Kingdom
Delaware

Germany

Ireland

Australia

Cayman Island
Spain

Delaware

Delaware

Spain

Delaware

Madeira

Delaware

British Virgin Islands
Cayman Island
Taiwan

British Virgin Islands
British Virgin Islands
India

China

British Virgin Islands
United State:
Germany

China



Exhibit 23.1

CONSENT OF INDEPENDENT AUDITORS

We hereby consent to the incorporation by referémt¢ee Registration Statement on Form S-8 (No-833350) of Corel Corporation of our
report dated February 6, 2009 relating to the fagrstatements which appear in this Annual Reporform 10-K and our report dated
February 6, 2009 relating to the financial statensehedule which appears as Iltem 15(a)(2) in tbrsnFLO-K.

/sl PricewaterhouseCoopers LLP

Chartered Accountants, Licensed Public Accountants
Ottawa, Canada

February 6, 2009




Exhibit 31.1

CERTIFICATION

I, Kris Hagerman, Interim Chief Executive Officeertify that:
1. I have reviewed this annual report on Form 16fiCorel Corporation;

2. Based on my knowledge, this report does notatomny untrue statement of a material fact ortamstate
material fact necessary to make the statements,rimaliight of the circumstances under which sueteshents were
made, not misleading with respect to the perioceoad by this report;

3. Based on my knowledge, the financial statememts other financial information included in théport,
fairly present in all material respects the finahcondition, results of operations and cash floiihe registrant as
of, and for, the periods presented in this report;

4. The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure
controls and procedures (as defined in Exchangdritts 13a-15(e) and 15d-15(e)) and internal cootrer
financial reporting (as defined in Exchange Acté&dul 3a -15(f) and 15d-15(f)) for the registrant bhade:

(a) Designed such disclosure controls and proesgar caused such disclosure controls and proesdo
be designed under our supervision, to ensure thggmal information relating to the registrant,lirding its
consolidated subsidiaries, is made known to ustbgre within those entities, particularly during tberiod in
which this annual report is being prepared;

(b) Designed such internal control over financggdorting, or caused such internal control oveariirial
reporting to be designed under our supervisiopytwide reasonable assurance regarding the rétjabil
financial reporting and the preparation of finahsiatements for external purposes in accordantiegeinerall
accepted accounting principles;

(c) Evaluated the effectiveness of the registgadisclosure controls and procedures and preséntais
report our conclusions about the effectivenest@fdisclosure controls and procedures, as of thegthe
period covered by this report based on such evahjand

(d) Disclosed in this report any change in thastegnt's internal control over financial reportittgat
occurred during the registrant’s most recent fisgalrter (the registrant’s fourth fiscal quartethie case of an
annual report) that has materially affected, ae@sonably likely to materially affect, the reggstt’s internal
control over financial reporting; and

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evatuafimternal
control over financial reporting, to the registrarguditors and the audit committee of the regigisaboard of
directors (or persons performing the equivalentfiams):

(a) all significant deficiencies and material weegses in the design or operation of internal cbotrer
financial reporting which are reasonably likelyatdversely affect the registrant’s ability to recqgrtbcess,
summarize and report financial information; and

(b) any fraud, whether or not material, that ivesl management or other employees who have a
significant role in the registrant’s internal canitover financial reporting.

Date: February 6, 2009

By: /s/ KRIS HAGERMAN

Kris Hagerman
Interim Chief Executive Officer
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Exhibit 31.2

CERTIFICATION

I, Douglas McCollam, Chief Financial Officer, céytthat:
1. I have reviewed this annual report on Form 16fiCorel Corporation;

2. Based on my knowledge, this report does notatomny untrue statement of a material fact ortamstate
material fact necessary to make the statements,rimaliight of the circumstances under which sueteshents were
made, not misleading with respect to the perioceoad by this report;

3. Based on my knowledge, the financial statememts other financial information included in théport,
fairly present in all material respects the finahcondition, results of operations and cash floiihe registrant as
of, and for, the periods presented in this report;

4. The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure
controls and procedures (as defined in Exchangdritts 13a-15(e) and 15d-15(e)) and internal cootrer
financial reporting (as defined in Exchange Actédul 3a — 15(f) and 15d-15(f)) for the registrard have:

(a) Designed such disclosure controls and proesgar caused such disclosure controls and proesdo
be designed under our supervision, to ensure thggmal information relating to the registrant,lirding its
consolidated subsidiaries, is made known to ustbgre within those entities, particularly during tberiod in
which this annual report is being prepared;

(b) Designed such internal control over financggdorting, or caused such internal control oveariirial
reporting to be designed under our supervisiopytwide reasonable assurance regarding the rétjabil
financial reporting and the preparation of finahsiatements for external purposes in accordantiegeinerall
accepted accounting principles;

(c) Evaluated the effectiveness of the registgadisclosure controls and procedures and preséntais
report our conclusions about the effectivenest@fdisclosure controls and procedures, as of thegthe
period covered by this report based on such evahjand

(d) Disclosed in this report any change in thastegnt's internal control over financial reportittgat
occurred during the registrant’s most recent fisgalrter (the registrant’s fourth fiscal quartethie case of an
annual report) that has materially affected, ae@sonably likely to materially affect, the reggstt’s internal
control over financial reporting; and

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evatuafimternal
control over financial reporting, to the registrarguditors and the audit committee of the regigisaboard of
directors (or persons performing the equivalentfiams):

(a) all significant deficiencies and material weegses in the design or operation of internal cbotrer
financial reporting which are reasonably likelyatdversely affect the registrant’s ability to recqgrtbcess,
summarize and report financial information;

(b) any fraud, whether or not material, that ivesl management or other employees who have a
significant role in the registrant’s internal cantover financial reporting

Date: February 6, 2009

By: /s/ DOUGLAS McCOLLAM

Douglas McCollam
Chief Financial Officer
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Exhibit 32.1

CERTIFICATION

In connection with the periodic report of Corel Garation (the “Company”) on Form 10-K for the pekio
ended November 30, 2008 as filed with the Secsréied Exchange Commission (the “Report”), |, Kragdrman,
Interim Chief Executive Officer of the Company, &gy certify as of the date hereof, solely for pwgmof Title 18,
Chapter 63, Section 1350 of the United States Cibadé to the best of my knowledge:

1. The Report fully complies with the requiremenitSection 13(a) or 15(d), as applicable, of teeusities
Exchange Act of 1934; and

2. The information contained in the Report faphgsents, in all material respects, the finan@aldition and
results of operations of the Company at the datdgar the periods indicated.

This Certification has not been, and shall not éended, “filed” with the Securities and Exchange Gussion.

Date: February 6, 2009

By: /s/ KRIS HAGERMAN

Kris Hagerman
Interim Chief Executive Officer
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Exhibit 32.2

CERTIFICATION

In connection with the periodic report of Corel Garation (the “Company”) on Form 10-K for the pekio
ended November 30, 2008 as filed with the Secsrdimd Exchange Commission (the “Report”), |, Dosigla
McCollam, Chief Financial Officer of the Companyraby certify as of the date hereof, solely forpmses of
Title 18, Chapter 63, Section 1350 of the Uniteat&t Code, that to the best of my knowledge:

1. The Report fully complies with the requiremenitSection 13(a) or 15(d), as applicable, of teeusities
Exchange Act of 1934; and

2. The information contained in the Report faphgsents, in all material respects, the finan@aldition and
results of operations of the Company at the datdgar the periods indicated.

This Certification has not been, and shall not éended, “filed” with the Securities and Exchange Gussion.

Date: February 6, 2009

By: /s/ DOUGLAS McCOLLAM

Douglas McCollam
Chief Financial Officer
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Exhibit 99.1

Independent Auditors on Report of Financial Statemat Schedule
To the Shareholders of Corel Corporation:

Our integrated audit of Corel Corporation’s 2008slidated financial statements and of its inteowaitrol over financial reporting as of
November 30, 2008 and our audit of its 2007 and2fihsolidated financial statements referred touinreport dated February 6, 2C
appearing in this Annual Report on Form 10-K alsduded an audit of the financial statement screeisied in Item 15(a)(2) of this Form
10-K. In our opinion, this financial statement sdble presents fairly, in all material respects,ittiermation set forth therein when read in
conjunction with the related consolidated finansiatements.

/sl PricewaterhouseCoopers LLP

Chartered Accountants, Licensed Public Accountants
Ottawa, Ontario

February 6, 2009




Allowance for Doubtful Account
Year ended November 30, 20
Year ended November 30, 20
Year ended November 20, 20

Promotional rebate
Year ended November 30, 20
Year ended November 30, 20
Year ended November 30, 20

Allowance for Sales Returr
Year ended November 30, 20
Year ended November 30, 20
Year ended November 30, 20

Schedule Il Corel Corporation
— Valuation and Qualifying Accounts
(in thousands of USD)

Balance

at Additions Deductions, Balance

Beginning Charged Returns, at

of to Expenses and End of
Period or Revenue Write -offs Period
1,36¢ 1,092 1,101 1,357
1,00¢ 401 38 1,36¢
1,115 19¢ 312 1,00¢

71t 5,56¢ 5,321 95¢
2,80 10,66¢ 12,75 71t
1,04¢ 11,12¢ 9,37( 2,80z
6,40 10,997 12,65( 4,75(C
8,02¢ 10,07: 11,69: 6,40:
6,90( 11,91¢ 10,79¢ 8,02¢



