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Forward Looking Statements

This Annual Report on Form 10-K contains forward-looking statements within the meaning of Section 27A
of the Securities Act of 1933, as amended (the “Securities Act”) and Section 21E of the Securities Exchange Act
of 1934, as amended (the “Exchange Act”). Forward-looking statements relate to expectations concerning
matters that are not historical facts. Words such as “projects,” “believes,” “anticipates,” “plans,” “expects,”
“intends,” and similar words and expressions are intended to identify forward-looking statements. These
forward-looking statements include, but are not limited to: the mix of our revenues between license, service and
maintenance revenues; the effect of stock-based compensation on our financial results; our financing plans and
capital requirements; our revenues and costs of revenues; our expenses; our potential tax benefit or liabilities; the
effect of recent accounting pronouncements and related interpretations; our investments, foreign currency risk,
concentration of credit risk, debt service and principal repayment obligations; cash flows and our ability to
finance operations from cash flows; seasonality in our business; the dependence of our license revenue on the
timing and number of license deals; our continued investment and increased spending on research and
development; the increase in absolute dollars in sales and marketing expenses, general and administrative
spending and operating expenses; our amortization of previously acquired intangible assets; the dependence upon
market conditions and other corporate conditions in relation to the timing and amount of stock repurchases;
forecasts and projections about the economies and markets in which we operate and our beliefs and assumptions
regarding these economies and markets; and other similar matters. Although we believe that the expectations
reflected in the forward-looking statements contained herein are reasonable, these expectations or any of the
forward-looking statements could prove to be incorrect, and actual results could differ materially from those
projected or assumed in the forward-looking statements. Our future financial condition and results of operations,
as well as any forward-looking statements, are subject to risks and uncertainties, including, but not limited to, the
factors set forth under “Risk Factors.” All forward-looking statements and reasons why results may differ
included in this Annual Report on Form 10-K are made as of the date hereof, and we assume no obligation to
update any such forward-looking statements or reasons why actual results may differ.

Trademarks

TIBCO, TIBCO Software, Information Bus, TIB and TIBCO BusinessFactor are the trademarks or
registered trademarks of TIBCO Software Inc. in the United States and other countries. This Annual Report on
Form 10-K also refers to the trademarks of other companies.

PART I

ITEM 1. BUSINESS

Overview

TIBCO Software Inc. (“TIBCO,” the “Company,” “we” or “us”) is a leading business integration and
process management software company that enables real-time business. We provide a broad range of standards-
based software solutions that helps organizations achieve the benefits of real-time business. Real-time business is
about giving organizations the ability to sense and respond to changes and opportunities as they arise by enabling
the use of current information to execute critical business processes and make smarter decisions. We provide
software that enables interoperability between applications and information sources, coordinates processes that
span systems and people, and helps companies sense and respond to events and opportunities more quickly and
with more certainty and control.

Our software can make corporate assets such as applications, other IT systems and the information
contained within them more effective and valuable by tying them together with a common framework and
coordinating the interactions among them. Our products can lower IT costs by enabling companies to more
quickly and easily create, manage and modify these interactions and can make companies more efficient by
automating routine processes to allow their employees to focus their efforts on managing exceptional problems
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and opportunities. Our products can also give managers and executives the information they need to identify and
understand both the strengths and weaknesses of their businesses and external factors that shape their businesses,
along with the ability to quickly reallocate their assets or adapt their operations to fix a problem or capitalize on
an opportunity.

Our products are currently licensed by companies worldwide in diverse industries such as financial services,
telecommunications, retail, healthcare, manufacturing, energy, transportation, logistics, government and
insurance. We sell our products through a direct sales force and through alliances with leading software vendors
and systems integrators.

To meet our goal of becoming the world’s leading provider of enterprise software for service-oriented
architecture (“SOA”), business process management (“BPM”), business optimization and master data
management (“MDM”), we are providing our customers with a comprehensive set of products and services,
promoting the widespread adoption of our technology, leveraging our vertical market expertise and pursuing
strategic acquisitions to expand and strengthen our offerings. We believe we are the market leader among
independent integration software companies. See “—Competition.”

We are the successor to a portion of the business of Teknekron Software Systems, Inc. (“Teknekron”).
Teknekron was founded in 1985 and was acquired by Reuters Group PLC (“Reuters”), a global information
company, in 1994. In November 1996, we were incorporated in Delaware and in January 1997, we were
established as an entity separate from Teknekron.

TIBCO Products

We offer a wide range of software products that can be sold individually to solve specific technical
challenges, but the emphasis of our product development and sales efforts is to create products that interoperate
and can be sold together as a suite to enable businesses to be more cost-effective, agile and efficient. These
products can help organizations achieve success in four areas: SOA, BPM, business optimization and MDM.

• SOA: Our software enables organizations to migrate their IT infrastructures to SOA by turning
information and functions into discrete and reusable components that can be invoked from across the
business and aggregated with other such services to create “composite applications.” This helps
companies streamline the integration and orchestration of assets across technological, organizational and
geographical boundaries. Our software enables the creation, management and virtualization of
heterogeneous services and provides a unified environment for policy and service management. It also
delivers capabilities in the areas of service mediation, orchestration and communication and the
development of rich internet applications. Our products give companies the flexibility to do these things
using the standards or technologies that best meet their needs in specific situations (such as HTTP,
e-mail, J2EE, EDI, Messaging, .NET, Web Services, etc.) without replacing existing technologies or
committing to any one technology across the enterprise.

• BPM: Our software enables the automation and coordination of the assets and tasks that make up
business processes. This software can coordinate the human and electronic resources inside a business
and its network of customers and partners. Our products not only automate routine tasks and exception
handling, but orchestrate long-lived activities and transactions that cut across organizational and
geographical boundaries. Our software enables organizations to provide a higher level of customer
satisfaction, retain customers, maximize partnerships with other businesses and out-execute their
competitors.

• Business optimization: Our software automatically routes information to appropriate recipients, allows
users access to up-to-date information whenever they need it, and provides users with the ability to
analyze and act on information. Our software also tracks large volumes of real-time events as they occur
and applies sophisticated rules in order to identify patterns that signify problems, threats and
opportunities, and can automatically initiate appropriate notifications or adaptation of processes. This
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helps line-level employees perform their jobs, helps managers identify and analyze problems and
opportunities, and gives customers the ability to get accurate and consistent information directly or
through salespeople, service personnel or customer care representatives.

• MDM: Our software enables organizations to align enterprise master data (such as product, service,
customer or vendor data) across multiple systems and departments, as well as with customers and
trading partners. Our software also enables organizations to ensure that the necessary processes, policies
and procedures are put in place to support the continuous addition, deletion and modification of
information. This helps organizations reduce errors, increase the efficiency of their business activities
and accelerate critical processes such as new product introductions, service provisioning, sales processes
and customer service.

Services

Professional Services

Our professional services offerings include a wide range of consulting services such as systems planning
and design, installation and systems integration for the rapid deployment of TIBCO products. We offer our
professional services with the initial deployment of our products as well as on an ongoing basis to address the
continuing needs of our customers. Our professional services staff is located throughout the Americas, Europe,
Africa and Asia Pacific and Japan, enabling us to perform installations and respond to customer demands rapidly
across our global customer base. Many of our professional services employees have advanced degrees,
substantial TIBCO experience and industry expertise in systems architecture and design and also have domain
expertise in financial services, telecommunications, manufacturing, energy, logistics, healthcare and other
industries.

We also have relationships with resellers, professional service organizations and system integrators
including Accenture, Atos Origin, BearingPoint, Cap Gemini and Deloitte Consulting, which include
participation in the deployment of our products to customers. These relationships help promote TIBCO products
and provide additional technical expertise to enable us to provide the full range of professional services our
customers require to deploy our products.

Maintenance and Support

We offer a suite of software support and maintenance options that are designed to meet the needs of our
diverse customer base. These support options include 24 hour coverage that is available seven days a week, 365
days a year, to meet the needs of our global customers. To accomplish this level of support we have established a
worldwide support organization with major support centers in Palo Alto, California; London and Swindon,
England; and Woy Woy, Australia. These centers, working in conjunction with several smaller support offices
located throughout the United States and India, as well as additional support offices in the Americas, Europe and
Asia Pacific and Japan, provide seamless support using a “follow-the-sun” support model.

In addition to support teams around the globe, we have a Customer Support Website that provides our
customers with the ability to submit service requests, receive confirmation that a service request has been opened
and to obtain current status on these requests. Additionally, the Customer Support Website provides access to our
support procedures, escalation numbers and late breaking news (“LBN”). LBN is used to provide updates and
new information about our products. It also provides customers with information on generally known problems
and suggested solutions or workarounds that may be available.

We use TIBCO BusinessFactor™ in conjunction with our Customer Relationship Management (“CRM”)
system to provide real-time monitoring of service requests. Through the use of our CRM system, we are able to
track high severity problems and latency, allowing us to enhance our responsiveness.
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Training

We provide a comprehensive and global training program for customers and partners. Training is available
at our main office in Palo Alto, California and at major training centers in Houston, Texas; Maidenhead,
England; Munich, Germany; and Tokyo, Japan. We also deliver training on-site at customer locations. We
provide specialized training for our professional services partners to enhance their effectiveness in integrating our
products. Our Educational Services group has the capability to develop solutions to address the specific needs of
individual customers and partners. Our curriculum leads to an industry recognized technical certification in high
visibility TIBCO technologies.

Sales and Marketing

Sales

We currently market our software and services primarily through a direct sales organization complemented
by indirect sales channels. Our direct sales force is located across the United States and throughout the Americas,
Europe, Africa and Asia Pacific and Japan and operates globally through our foreign subsidiaries. We have
established distribution and licensing relationships with several strategic hardware vendors, software and toolset
developers and systems integrators. We have also developed alliances with key solution providers to target
vertical industry sectors, including energy, telecommunications and manufacturing.

Our revenue consists primarily of license, service and maintenance fees from our customers and distributors
which were primarily attributable to sales of our software. License fees represented approximately 46%, 46% and
55% of our total revenue in fiscal years 2006, 2005 and 2004, respectively. Revenue from services and
maintenance represented approximately 54%, 54% and 45% of our total revenue in fiscal years 2006, 2005 and
2004, respectively.

Sales to customers outside the United States totaled $262.3 million, representing 51% of our total revenue in
fiscal year 2006. For a geographic breakdown of our revenue and property and equipment, see Note 20 to our
Consolidated Financial Statements included in this Annual Report on Form 10-K.

Marketing

We use a mix of market research, analyst updates, seminars, direct mail, print advertising, trade shows,
speaking engagements, public relations, customer newsletters and web marketing in order to achieve our
marketing goals. Our marketing department also produces collateral material for distribution to potential
customers including presentation materials, white papers, brochures, magazines and fact sheets. We also host
annual user conferences for our customers and provide support to our channel partners with a variety of
programs, training and product marketing support materials.

Seasonality

Our business is subject to variations throughout the year due to seasonal factors in the U.S. and worldwide.
These factors include fewer selling days in Europe during the summer vacation season (which has a
disproportionate effect on sales in Europe), the impact of the December holidays and a slow down in capital
expenditures by our customers after calendar year-end (during our first fiscal quarter). These factors typically
constrain sales activity in our first and third fiscal quarters compared to the rest of the year, and they make
quarter-to-quarter comparisons of our operating results less meaningful.

Competition

The market for our products and services is extremely competitive and subject to rapid change. While we
offer a comprehensive suite of integration solutions and believe we are the market leader among independent
integration software companies, we compete with various providers of integration products including BEA, IBM,
Microsoft, SAP and webMethods. We believe that none of these companies has a suite of integration products as
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complete as ours, but BEA, IBM, Microsoft, Oracle and SAP offer products outside our segment and routinely
bundle their broader set of products. We expect additional competition from other established and emerging
companies. In addition, we may face pricing pressures from our current competitors and new market entrants in
the future. We believe that the competitive factors affecting the market for our products and services include
product functionality and features, quality of professional services offerings, performance and price, ease of
product implementation, quality of customer support services, customer training and documentation, and vendor
and product reputation. The relative importance of each of these factors depends upon the specific customer
environment. We believe that our products and services currently compete favorably with respect to such factors.
However, we may not be able to maintain our competitive position against current and potential competitors.

Many of our current and potential competitors have longer operating histories; significantly greater
financial, technical, product development and marketing resources; greater name recognition; and larger
customer bases than we do. Our present or future competitors may be able to develop products comparable or
superior to those we offer; adapt more quickly than we do to new technologies, evolving industry trends or
customer requirements; or devote greater resources to the development, promotion and sale of their products than
we do. Accordingly, we may not be able to compete effectively in our markets, or competition may intensify and
harm our business and operating results. If we are not successful in developing new products and enhancements
to our existing products or achieving customer acceptance, our gross margins may decline, and our business and
operating results may suffer.

Research and Development

Our success is heavily dependant on our ability to develop new products and technologies and to enhance
our existing products. We expect that a majority of our research and development activities will focus on
enhancing and extending our TIBCO products and that such enhancements and new products will be developed
internally. However, as part of our development strategy, we may license or acquire externally developed
technologies for integration into our product lines. In fiscal year 2006, we continued our development focus on
creating products that interoperate. We expect that we will continue to commit significant resources to product
development in the future. Product development costs are recorded as research and development expenses. Our
research and development expenses, including stock-based compensation expense, were $85.9 million, $73.1
million and $61.1 million in fiscal years 2006, 2005 and 2004, respectively. To date, all product development
costs have been expensed as incurred because the time period between the achievement of technical feasibility
for a product and the general availability of such product has typically been very short.

Proprietary Technology

Our success is dependent upon our proprietary software technology. We believe that factors such as the
technological and creative skills of our personnel, product enhancements and new product developments are all
essential to establishing and maintaining a technology leadership position. We hold numerous United States and
foreign patents and have several pending patent applications. We additionally license some patents from Reuters on
a royalty-free basis. These patent rights notwithstanding, we currently rely primarily on trade secret rights,
copyright and trademark laws, and nondisclosure and other contractual agreements to protect our technology. We
enter into confidentiality and/or license agreements with our employees, distributors and customers, and limit access
to and distribution of our software, documentation and other proprietary information. Despite these protective
measures, third parties could still copy and use our products or otherwise misappropriate our technology.

Furthermore, third parties might independently develop competing technologies that include the same
functionality or features, or otherwise are substantially equivalent or superior to our technologies. In addition,
effective patent, copyright, trademark and trade secret protection may be unavailable or limited in certain foreign
countries where we operate. Our business could suffer serious harm if we fail to protect our proprietary
technology.

Although we do not believe our products infringe the proprietary rights of any third parties, third parties
may nevertheless assert infringement claims against our customers or us in the future. Furthermore, we may
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initiate claims or litigation against third parties for infringement of our proprietary rights or to establish the
validity of our proprietary rights. Litigation, whether resolved in our favor or not, would cause us to incur
substantial costs and divert our management resources from productive tasks, which would harm our business.
Parties making claims against us could secure substantial damages, as well as injunctive or other equitable relief,
which could effectively block our ability to sell our products in the United States or abroad. Such a judgment
could seriously harm our business. If it appears necessary or desirable, we may seek licenses to intellectual
property. If we are unable to obtain necessary licenses or other rights, our business may suffer serious harm.

Employees

As of November 30, 2006, we employed 1,597 persons, including 476 in sales and marketing, 422 in
research and development, 218 in finance and administration and 481 in professional services and technical
support. Of our 1,597 employees, 945 were located in the Americas, 367 in Europe and Africa and 285 in Asia
Pacific and Japan. Our success is highly dependent on our ability to attract and retain qualified employees.
Competition for employees is intense in the software industry. To date, we believe we have been successful in
our efforts to recruit qualified employees, but there is no assurance that we will continue to be as successful in
the future.

Available Information

We are subject to the informational requirements of the Exchange Act. Therefore, we file periodic reports,
proxy statements and other information with the Securities and Exchange Commission (“SEC”). Such reports,
proxy statements and other information may be obtained by visiting the Public Reference Room of the SEC at
100 F Street, NE, Washington, DC 20549 or by calling the SEC at 1-800-SEC-0330. In addition, the SEC
maintains an Internet site (http://www.sec.gov) that contains reports, proxy statements and other information
required that issuers file electronically.

Our principal internet address is www.tibco.com. We make available free of charge on www.tibco.com our
annual reports on Form 10-K, our quarterly reports on Form 10-Q, our current reports on Form 8-K and
amendments to those reports, as soon as reasonably practicable after we electronically file such material with, or
furnish it to, the SEC. Information contained or referenced on our website is not incorporated by reference in and
does not form a part of this Annual Report on Form 10-K.

ITEM 1A. RISK FACTORS

The following risk factors, as well as other factors of which we may be unaware or do not currently view as
significant, could materially and adversely affect our future operating results and could cause actual events to
differ materially from those predicted in the forward-looking statements we make about our business.

Our future revenue is unpredictable, and we expect our quarterly operating results to fluctuate, which
may cause our stock price to decline.

Period-to-period comparisons of our operating results may not be a good indication of our future
performance. Moreover, our operating results in some quarters have not in the past, and may not in the future,
meet the expectations of stock market analysts and investors. This has in the past, and may in the future, cause
our stock price to decline. As a result of the evolving nature of the markets in which we compete and the size of
our customer agreements, we have difficulty accurately forecasting our revenue in any given period. In addition
to the factors discussed elsewhere in this section, a number of factors may cause our revenue to fall short of our
expectations, or those of stock market analysts and investors, or cause fluctuations in our operating results,
including:

• the announcement or introduction of new or enhanced products or services by our competitors;

• the relatively long sales cycles for many of our products;
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• the tendency of some of our customers to wait until the end of a fiscal quarter or our fiscal year in the
hope of obtaining more favorable terms;

• the timing of our new products or product enhancements or any delays in such introductions;

• the delay or deferral of customer implementations of our products;

• changes in customer budgets and decision making processes that could affect both the timing and size of
any transaction;

• our dependence on large deals, which if such deals do not close, can greatly impact revenues for a
particular quarter;

• the timing, size and mix of orders from customers;

• the deferral of license revenue to future periods due to the timing of the execution of an agreement or
our ability to deliver the products;

• the impact of our provision of services and customer-required contractual terms on our recognition of
license revenue;

• any difficulty we encounter in integrating acquired businesses, products or technologies;

• the amount and timing of operating costs and capital expenditures relating to the expansion of our
operations;

• the impact of employee stock-based compensation expenses on our earnings; and

• changes in local, national and international regulatory requirements.

In addition, while we may in future years record positive net income and/or increases in net income over
prior periods, we may not show period-over-period earnings per share growth or earnings per share growth that
meets the expectations of stock market analysts or investors as a result of the number of our shares outstanding
during such periods. In such case, our stock price may decline.

Our stock price may be volatile, which could cause investors to lose all or part of their investments in our
stock.

The stock market in general and the stock prices of technology companies in particular, have experienced
volatility which has often been unrelated to the operating performance of any particular company or companies.
During fiscal year 2006, our stock price fluctuated between a high of $9.70 and a low of $6.44. If market or
industry-based fluctuations continue, our stock price could decline in the future regardless of our actual operating
performance and investors could lose all or part of their investments.

Increases in services revenues as a percentage of total revenues may decrease overall margins.

We have in the past realized and may continue in the future to realize a higher percentage of revenues from
services and maintenance on a combined basis. For example, in fiscal year 2006, our service and maintenance
revenue represented 54% of our total revenue. Our profit margin for maintenance is higher than our margin for
services, but both are lower than our license revenue profit margin. As a result, if services and maintenance
revenues increase as a percentage of total revenues, our overall profit margin may decrease which could impact
our stock price.

We must overcome significant competition in order to succeed.

The market for our products and services is extremely competitive and subject to rapid change. We compete
with a variety of large and small providers of solutions for enterprise application integration, SOA, BPM,
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business optimization and MDM, including companies such as IBM, Oracle, Microsoft, BEA, SAP, Pegasystems
and webMethods. We believe that of these companies, IBM has the potential to offer the most complete
competitive set of products relative to our offerings. In addition, some of our competitors are expanding their
competitive product offerings and market position through acquisitions and internal research and development.
For example, Sun Microsystems acquired SeeBeyond in August 2005, potentially making Sun Microsystems a
direct competitor of ours as well. BEA has also acquired companies that expand its offerings, such as Fuego, in
March 2006, which potentially makes BEA a more direct competitor in BPM solutions. We expect additional
competition from other established and emerging companies. We also face competition for certain aspects of our
product and service offerings from major systems integrators. Further, we may face increasing competition from
open source software initiatives, in which competitors provide software and intellectual property, typically
without charging license fees. If customers choose such open source products over our proprietary software, our
revenues and earnings could be adversely affected.

Many of our current and potential competitors have longer operating histories; significantly greater
financial, technical, product development and marketing resources; greater name recognition; and larger
customer bases than we do. Our present or future competitors may be able to develop products comparable or
superior to those we offer; adapt more quickly than we do to new technologies, evolving industry trends or
customer requirements; or devote greater resources to the development, promotion and sale of their products than
we do. Accordingly, we may not be able to compete effectively in our markets or competition may intensify and
harm our business and operating results.

If we are not successful in developing enhancements to existing products and new products in a timely
manner, achieving customer acceptance for our existing and new product offerings or generating higher average
selling prices, our gross margins may decline, and our business and operating results may suffer. Furthermore,
any of our new product offerings or significant enhancements to current product offerings could cause some
customers to delay making new or additional purchases while they fully evaluate any new offerings we might
have introduced to the market, which in turn may slow sales and adversely affect operating results for an
indeterminate period of time.

Our strategy contemplates possible future acquisitions which may result in us incurring unanticipated
expenses or additional debt, difficulty in integrating our operations and dilution to our stockholders and
may harm our operating results.

Our success depends in part on our ability to continually enhance and broaden our product offerings in
response to changing technologies, customer demands and competitive pressures. We have in the past and may in
the future, acquire complementary businesses, products or technologies. In this regard, we have made strategic
acquisitions, including the acquisition of certain assets of Velosel Corporation (“Velosel”) and ObjectStar
International Limited (“ObjectStar”) in 2005, and the acquisition of Staffware plc (“Staffware”) and General
Interface Corporation in 2004. We do not know if we will be able to complete any subsequent acquisition or that
we will be able to successfully integrate any acquired business, operate it profitably or retain its key employees.
Integrating any newly acquired business, product or technology could be expensive and time-consuming, could
disrupt our ongoing business and financial performance and could distract our management. In particular,
integrating sales forces and strategies for marketing and sales has in the past required and will likely require in
the future, substantial time, effort and expense, especially from our management team. Therefore, we might not
be able, either immediately post-acquisition or ever, to replicate the pre-acquisition revenues achieved by
companies that we acquire or achieve the benefits of the acquisition we anticipated in valuing the businesses,
products or technologies we acquire. Furthermore, the costs of integrating acquired companies in international
transactions can be particularly high, due to local laws and regulations. If we are unable to integrate any newly
acquired entity, products or technology effectively, our business, financial condition and operating results would
suffer. In addition, any amortization or impairment of acquired intangible assets, stock-based compensation or
other charges resulting from the costs of acquisitions could harm our operating results.
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In addition, we may face competition for acquisition targets from larger and more established companies
with greater financial resources. Also, in order to finance any acquisition, we might need to raise additional funds
through public or private financings or use our cash reserves. In that event, we could be forced to obtain equity or
debt financing on terms that are not favorable to us or that result in dilution to our stockholders. Use of our cash
reserves for acquisitions could limit our financial flexibility in the future. Moreover, the terms of existing loan
agreements may prohibit certain acquisitions or may place limits on our ability to incur additional indebtedness
or issue additional equity securities to finance acquisitions. If we are not able to acquire strategically attractive
businesses, products or technologies, we may not be able to remain competitive in our industry.

Our business is subject to seasonal variations which make quarter-to-quarter comparisons difficult.

Our business is subject to variations throughout the year due to seasonal factors in the U.S. and worldwide.
These factors include fewer selling days in Europe during the summer vacation season (which has a
disproportionate effect on sales in Europe), the impact of the December holidays and a slow down in capital
expenditures by our customers after calendar year-end (during our first fiscal quarter). These factors typically
constrain sales activity in our first and third fiscal quarters compared to the rest of the year, and they make
quarter-to-quarter comparisons of our operating results less meaningful.

We cannot accurately predict the impact of stock-based compensation expense on the trading price of our
common stock.

On December 1, 2005, we adopted SFAS No. 123(R) which requires the measurement and recognition of
compensation expense for all stock-based awards made to employees and directors based on estimated fair
values. As a result, starting with fiscal year 2006, our operating results contain a charge for stock-based
compensation expense related to employee stock options. This charge is in addition to stock-based compensation
expense we have recognized in prior periods related to non-employee stock options and business acquisitions.
The application of SFAS No. 123(R) requires the use of an option-pricing model to determine the fair value of
stock-based awards. This determination of fair value is affected by our stock price, as well as assumptions
regarding a number of highly complex and subjective variables. These variables include, but are not limited to,
expected stock price volatility, expected term, risk-free interest rate and expected dividends. As a result of the
adoption of SFAS No. 123(R), in fiscal year 2006, our earnings were lower than they would have been had we
not been required to adopt SFAS No. 123(R). This will continue to be the case for future periods, and we cannot
accurately predict the magnitude of this effect on our earnings in future periods. Further, we cannot predict what
the impact will be on the trading price of our common stock as a result of the adoption of SFAS No. 123(R).
Also, SFAS No. 123(R) requires that the tax benefit of stock option deductions relating to incentive stock options
be recorded in the period of disqualifying disposition. This could result in significant fluctuations in our effective
tax rate between accounting periods.

Future changes in financial accounting standards, financial reporting regulations and interpretations of
these standards and regulations may adversely affect our reported results of operations.

A change in accounting standards and financial reporting regulations can have a significant effect on our
reported results. New accounting pronouncements and varying interpretations of accounting pronouncements
have occurred and may occur in the future. These new accounting pronouncements may adversely affect our
reported financial results.

Although we use standardized license agreements designed to meet current revenue recognition criteria
under generally accepted accounting principles, we must often negotiate and revise terms and conditions of these
standardized agreements, particularly in larger license transactions. Negotiation of mutually acceptable terms and
conditions can extend the sales cycle and, in certain situations, may require us to defer recognition of license
revenue. While we believe that we are in compliance with Statement of Position (“SOP”) 97-2, Software Revenue
Recognition, as amended, the American Institute of Certified Public Accountants (“AICPA”) continues to issue
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implementation guidelines for these standards and the accounting profession continues to discuss a wide range of
potential interpretations. Additional implementation guidelines, and changes in interpretations of such guidelines,
could lead to unanticipated changes in our current revenue accounting practices that could cause us to defer the
recognition of revenue to future periods or to recognize lower revenue and profits.

Moreover, policies, guidelines and interpretations related to revenue recognition, accounting for
acquisitions, income taxes, facilities consolidation charges, allowances for doubtful accounts and other financial
reporting matters require difficult judgments on complex matters that are often subject to multiple sources of
authoritative guidance. To the extent that management’s judgment is incorrect, it could result in an adverse
impact on our financial statements. Some of these matters are also among topics currently under re-examination
by accounting standard setters and regulators. These standard setters and regulators could promulgate
interpretations and guidance that could result in material and potentially adverse changes to our accounting
policies.

The past slowdown in the market for infrastructure software and its protracted recovery have caused our
revenue to decline in the past and could cause our revenue or results of operations to fall below
expectations in the future.

The market for infrastructure software is relatively new and evolving. We earn a substantial portion of our
revenue from licenses of our infrastructure software, including application integration software and sales of
related services. We expect to earn substantially all of our revenue in the foreseeable future from sales of these
products and services. Our future financial performance will depend on continued growth in the number of
organizations demanding software and services for application integration and information delivery and
companies seeking outside vendors to develop, manage and maintain this software for their critical applications.
Lower spending by corporate and governmental customers around the world, which has had a disproportionate
impact on information technology spending, has led to a reduction in sales in the past and may continue to do so
in the future. Many of our potential customers have made significant investments in internally developed systems
and would incur significant costs in switching to third-party products, which may substantially inhibit the growth
of the market for infrastructure software. If the market fails to grow, or grows more slowly than we expect, our
sales will be adversely affected. Also, even as corporate and governmental spending increases and companies
make greater investments in information technology and infrastructure software, our revenue may not grow at the
same pace.

Any failure by us to meet the requirements of current or newly-targeted customers may have a
detrimental impact on our business or operating results.

If we fail to meet the expectations or product and service requirements of our current customers, our
reputation and business may be harmed. In addition, we may wish to expand our customer base into markets in
which we have limited experience. In some cases, customers in different markets, such as financial services or
government, have specific regulatory or other requirements which we must meet. For example, in order to
maintain contracts with the U.S. Government, we must comply with specific rules and regulations relating to and
that govern such contracts. While we have historically met the requirements of our customers, if we fail to meet
such requirements in the future, we could be subject to civil or criminal liability or a reduction of revenue which
could harm our business, operating results and financial condition.

Any losses we incur as a result of our exposure to the credit risk of our customers could harm our results
of operations.

We monitor individual customer payment capability in granting credit arrangements, seek to limit credit to
amounts we believe the customers can pay, and maintain reserves we believe are adequate to cover exposure for
doubtful accounts. As we have grown our revenue and customer base, our exposure to credit risk has increased.
Although we have not had material losses to date as a result of customer defaults, future defaults, if incurred,
could harm our business and have an adverse effect on our business, operating results and financial condition.
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We are required to undertake an annual evaluation of our internal control over financial reporting
(“ICFR”) that may identify internal control weaknesses requiring remediation, which could harm our
reputation and confidence in our financial reporting.

The Sarbanes-Oxley Act of 2002 (“Sarbanes-Oxley”) imposes duties on us, our executives and directors.
We completed our fiscal year 2006 evaluation of the design and testing of effectiveness of our ICFR required to
comply with the management certification and attestation by our independent registered public accounting firm
as required by Section 404 of Sarbanes-Oxley. While our assessment, testing and evaluation of the design and
operating effectiveness of our ICFR resulted in our conclusion that as of November 30, 2006, our ICFR were
effective, we cannot predict the outcome of our testing in future periods. If we conclude in future periods that our
ICFR is not effective, we may be required to change our ICFR to remediate deficiencies, investors may lose
confidence in the reliability of our financial statements, and we may be subject to investigation and/or sanctions
by regulatory authorities. Also, if we identify areas of our ICFR that require improvement, we could incur
additional expenses to implement enhanced processes and controls to address such issues. Any such events could
adversely affect our financial results and/or may result in a negative reaction in the stock market.

Regulatory requirements have caused us to incur increased costs and operating expenses, may limit our
ability to obtain director and officer liability insurance and may make it more difficult for us to attract
and retain qualified officers and directors.

Sarbanes-Oxley and rules enacted by the SEC and Nasdaq have caused us, and we expect will continue to
cause us, to incur significant costs as a result of these regulatory requirements. In this regard, achieving and
maintaining compliance with Sarbanes-Oxley and other rules and regulations, have caused us to hire additional
personnel and use additional outside legal, accounting and advisory services and may require us to do so in the
future.

Failure to satisfy the rules could make it more difficult for us to obtain certain types of insurance, including
director and officer liability insurance, and we may be forced to accept reduced policy limits and coverage or
incur substantially higher costs to obtain the same or similar coverage. The impact of these events could also
make it more difficult for us to attract and retain qualified persons to serve on our board of directors, or as
executive officers.

If we cannot successfully recruit and retain highly skilled employees, we may not be able to execute our
business strategy effectively.

If we fail to retain and recruit key management and other skilled employees, our business and our ability to
obtain new customers, develop new products and provide acceptable levels of customer service could suffer. As
we grow, we must invest significantly in building our sales, marketing and engineering groups. Competition for
these people in the SOA market is intense, and we may not be able to successfully recruit, train or retain qualified
personnel. We are competing against companies with greater financial resources and name recognition for these
employees, and as such, there is no assurance that we will be able to meet our hiring needs or hire the most
qualified candidates. The success of our business is also heavily dependent on the leadership of our key
management personnel, including Vivek Ranadivé, our President and Chief Executive Officer. The loss of one or
more key employees could adversely affect our continued operations.

In addition, we must successfully integrate new employees into our operations and generate sufficient
revenues to justify the costs associated with these employees. If we fail to successfully integrate employees or to
generate the revenue necessary to offset employee-related expenses, we may be forced to reduce our headcount,
which would force us to incur significant expenses and would harm our business and operating results.

The value of our equity incentive programs may diminish as a retention tool as a result of the changes in
the financial accounting standards and our stock price volatility.

We have historically used equity incentive programs, such as employee stock options and stock purchase
plans, as a part of overall employee compensation arrangements. As a result of changes in the financial
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accounting standards, we have changed our stock purchase plan, reduced the size and number of stock option
grants we give to our employees, changed the form of equity compensation we give to some of our employees
and may make further changes to our equity compensation programs, all of which may decrease the effectiveness
of our plans as employee retention tools. In addition, the volatility of our stock price may negatively impact the
value of such equity incentives, thereby diminishing the value of such incentive programs to employees and
decreasing the effectiveness of such programs as retention tools.

The inability to upsell to our current customers or the loss of any significant customer could harm our
business and cause our stock price to decline.

We do not have long-term sales contracts with any of our customers. Our customers may choose not to
purchase our products in the future. As a result, a customer that generates substantial revenue for us in one period
may not be a source of revenue in subsequent periods. Any inability on our part to upsell to and generate
revenues from our existing customers could adversely affect our business and operating results.

Our products may infringe the intellectual property rights of others, which may cause us to incur
unexpected costs or prevent us from selling our products.

We cannot be certain that our products do not infringe issued patents or other intellectual property rights of
others. In addition, our use of open source software components in our products may make us vulnerable to claims
that our products infringe third-party intellectual property rights, in particular because many of the open source
software components we may incorporate with our products may be developed by numerous independent parties
over whom we exercise no supervision or control. “Open source software” is software that is covered by a license
agreement which permits the user to liberally copy, modify and distribute the software, typically free of charge.
Further, because patent applications in the United States and many other countries are not publicly disclosed at the
time of filing, applications covering technology used in our software products may have been filed without our
knowledge. While no intellectual property infringement lawsuits have been filed against us to date, we may be
subject to legal proceedings and claims from time to time, including claims of alleged infringement of the patents,
trademarks and other intellectual property rights of third parties by us or our licensees in connection with their use
of our products. Although no such claims have been made in the past, our software license agreements typically
provide for indemnification of our customers for intellectual property infringement claims. Intellectual property
litigation is expensive and time consuming and could divert our management’s attention away from running our
business and seriously harm our business. If we were to discover that our products violated the intellectual property
rights of others, we would have to obtain licenses from these parties in order to continue marketing our products
without substantial reengineering. We might not be able to obtain the necessary licenses on acceptable terms or at
all, and if we could not obtain such licenses, we might not be able to reengineer our products successfully or in a
timely fashion. If we fail to address any infringement issues successfully, we would be forced to incur significant
costs, including damages and potentially satisfying indemnification obligations that we have with our customers,
and we could be prevented from selling certain of our products.

Our intellectual property or proprietary rights could be misappropriated, which could force us to become
involved in expensive and time-consuming litigation.

We regard our intellectual property as critical to our success. Accordingly, we rely upon a combination of
copyrights, service marks, trademarks, trade secret rights, patents, confidentiality agreements and licensing
agreements to protect our intellectual property. Despite these protections, a third party could misappropriate our
intellectual property. Any misappropriation of our proprietary information by third parties could harm our
business, financial condition and operating results. In addition, the laws of some countries do not provide the
same level of protection of our proprietary information as do the laws of the United States. If our proprietary
information or material were misappropriated, we might have to engage in litigation to protect it. We might not
succeed in protecting our proprietary information if we initiate intellectual property litigation, and, in any event,
such litigation would be expensive and time-consuming, could divert our management’s attention away from
running our business and could seriously harm our business.
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Market acceptance of new platforms, standards and technologies may require us to undergo the expense of
developing and maintaining compatible product lines.

Our software products can be licensed for use with a variety of platforms, standards and technologies, and we
are constantly evaluating the feasibility of adding new platforms, standards and technologies. There may be future
or existing platforms, standards and technologies that achieve popularity in the marketplace which may not be
architecturally compatible with our software products. In addition, the effort and expense of developing, testing and
maintaining software products will increase as more platforms, standards and technologies achieve market
acceptance within our target markets. If we are unable to achieve market acceptance of our software products or
adapt to new platforms, standards and technologies, our sales and revenues will be adversely affected.

Developing and maintaining different software products could place a significant strain on our resources and
software product release schedules, which could harm our revenue and financial condition. If we are not able to
develop software for accepted platforms, standards and technologies, our license and service revenues and our
gross margins could be adversely affected. In addition, if the platforms, standards and technologies we have
developed software for are not accepted, our license and service revenues and our gross margins could be
adversely affected.

If we fail to manage our exposure to worldwide financial and securities market risk successfully, our
operating results and financial statements could be materially impacted.

We are exposed to financial market risks, including changes in interest rates, foreign currency exchange
rates and prices of marketable equity and fixed-income securities. We do not use derivative financial instruments
for speculative or trading purposes.

The primary objective of most of our investment activities is to preserve principal while at the same time
maximizing yields without significantly increasing risk. To achieve this objective, a majority of our marketable
investments are investment grade, liquid, short-term fixed-income securities and money market instruments
denominated in U.S. dollars. If the carrying value of our investments exceeds the fair value, and the decline in
fair value is deemed to be other-than-temporary, we will be required to further write down the value of our
investments, which could materially harm our results of operations and financial condition.

A significant portion of our net revenue and expenses are transacted in U.S. dollars. However, some of these
activities are conducted in other currencies, primarily European and Asian currencies. As a response to the risks
of changes in value of foreign currency denominated transactions, we may enter into foreign currency forward
contracts or other instruments, the majority of which mature within approximately one month. Our foreign
currency forward contracts reduce, but do not eliminate, the impact of currency exchange rate movements. We do
not execute forward contracts in all currencies in which the Company conducts business. Accordingly, such
amounts denominated in foreign currencies may fluctuate in value and produce significant earnings and cash
flow volatility.

We may have exposure to additional tax liabilities.

As a multinational corporation, we are subject to income taxes as well as non-income based taxes, in both
the United States and various foreign jurisdictions. Significant judgment is required in determining our
worldwide provision for income taxes and other tax liabilities. In the ordinary course of a global business, there
are many intercompany transactions and calculations where the ultimate tax determination is uncertain. We are
regularly under audit by tax authorities.

Although we believe that our tax estimates are reasonable, we cannot assure that the final determination of
tax audits or tax disputes will not be different from what is reflected in our historical income tax provisions and
accruals.
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We are also subject to non-income taxes, such as payroll, sales, use, value-added, net worth, property and
goods and services taxes, in both the United States and various foreign jurisdictions. We are regularly under audit
by tax authorities with respect to these non-income taxes and may have exposure to additional non-income tax
liabilities.

Our agreement with Reuters places certain limitations on our ability to conduct our business.

Pursuant to the terms of the amended license, maintenance and distribution agreement with Reuters (the
“Reuters Agreement”), we are permitted to market and sell our products, other than risk management and market
data distribution products, directly and through third party resellers (other than specified resellers) to customers
in the financial services market. The limitations on our ability to sell risk management and market data
distribution products and on reselling through the specified resellers will continue through May 2008. While we
currently do not offer any risk management and market data distribution solutions as part of our product
offerings, if we were to develop any such products, we would have to rely on Reuters to sell those products in the
financial services market until these restrictions end. Reuters is not required to help us sell any of these products
in those markets, and Reuters may choose not to sell our products over our competitors’ products.

In addition, we license from Reuters the intellectual property that was incorporated into early versions of
some of our software products. We do not own this licensed technology. Because Reuters has access to
intellectual property used in our products, it could use this intellectual property to compete with us. Reuters is not
restricted from using the licensed technology it has licensed to us to produce products that compete with our
products, and it can grant limited licenses to the licensed technology to others who may compete with us. In
addition, we must license to Reuters all of the products we own, and the source code for one of our messaging
products, through December 2012. This may place Reuters in a position to more easily develop products that
compete with ours.

Natural or other disasters could disrupt our business and result in loss of revenue or in higher expenses.

Natural disasters, terrorist activities and other business disruptions could seriously harm our revenue and
financial condition and increase our costs and expenses. Our corporate headquarters and many of our operations
are located in California, a seismically active region. In addition, many of our current and potential customers are
concentrated in a few geographic areas. A natural disaster in one of these regions could have a material adverse
impact on our U.S. and foreign operations, operating results and financial condition. Further, although we have
not experienced a disruption to date, any unanticipated business disruption caused by Internet security threats,
damage to global communication networks or otherwise could have a material adverse impact on our operating
results.

Our software may have defects and errors that could lead to a loss of revenues or product liability claims.

Our products and platforms use complex technologies and, despite extensive testing and quality control
procedures, may contain defects or errors, especially when first introduced or when new versions or
enhancements are released. If defects or errors are discovered after commercial release of either new versions or
enhancements of our products and platforms:

• potential customers may delay purchases;

• customers may react negatively, which could reduce future sales;

• our reputation in the marketplace may be damaged;

• we may have to defend product liability claims;

• we may be required to indemnify our customers, distributors, original equipment manufacturers or other
resellers;
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• we may incur additional service and warranty costs; and

• we may have to divert additional development resources to correct the defects and errors, which may
result in the delay of new product releases or upgrades.

If any or all of the foregoing occur, we may lose revenues, incur higher operating expenses and lose market
share, any of which could severely harm our financial condition and operating results.

We operate internationally and face risks attendant to those operations.

We earn a significant portion of our total revenues from international sales generated through our foreign
direct and indirect operations. As a result of these sales operations, we face risks arising from local political,
legal and economic factors such as the general economic conditions in each country or region, varying regulatory
requirements and compliance with international and local trade, labor and other laws. We may also face
difficulties in managing our international operations, collecting receivables in a timely fashion and repatriating
earnings. Any of these factors, either individually or in combination, could materially impact our international
operations and adversely affect our business as a whole.

The outcome of litigation pending against us could require us to expend significant resources and could
harm our business and financial resources.

In May 2005, three purported shareholder class action complaints were filed against us and several of our
officers in the U.S. District Court for the Northern District of California. The plaintiffs in such actions are
seeking to represent a class of purchasers of our common stock from September 21, 2004, through March 1,
2005. Plaintiffs generally allege that we made false or misleading statements concerning our operating results,
our business and internal controls and the integration of Staffware. The actions were consolidated and in
September 2006, the U.S. District Court for the Northern District of California dismissed the litigation with
prejudice. Plaintiffs have filed a notice of appeal. Plaintiffs seek unspecified monetary damages. We intend to
defend ourselves vigorously; however, we expect to incur significant costs in mounting such defense.

In September 2005, a shareholder derivative complaint was filed against certain of our officers and directors
in the Superior Court of the State of California, Santa Clara County. The complaint was based on substantially
similar facts and circumstances as the class actions and generally alleged that the named directors and officers
breached their fiduciary duties to TIBCO. In December 2006, plaintiff voluntarily dismissed the litigation
without prejudice.

In addition, we, certain of our directors and officers and certain investment bank underwriters have been
named in a putative class action for violation of the federal securities laws in the U.S. District Court for the
Southern District of New York, captioned “In re TIBCO Software Inc. Initial Public Offering Securities
Litigation.” This is one of a number of cases challenging underwriting practices in the initial public offerings
(each, an “IPO”) of more than 300 companies, which have been coordinated for pretrial proceedings as “In re
Initial Public Offering Securities Litigation.” Plaintiffs generally allege that the underwriters engaged in
undisclosed and improper underwriting activities, namely the receipt of excessive brokerage commissions and
customer agreements regarding post-offering purchases of stock in exchange for allocations of IPO shares.
Plaintiffs also allege that various investment bank securities analysts issued false and misleading analyst reports.
The complaint against us claims that the purported improper underwriting activities were not disclosed in the
registration statements for our IPO and secondary public offering and seeks unspecified damages on behalf of a
purported class of persons who purchased our securities or sold put options during the time period from July 13,
1999, to December 6, 2000.

A lawsuit with similar allegations of undisclosed improper underwriting practices, and part of the same
coordinated proceedings, is pending against Talarian, which we acquired in 2002. That action is captioned “In re
Talarian Corp. Initial Public Offering Securities Litigation.” The complaint against Talarian, certain of its
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underwriters and certain of its former directors and officers claims that the purported improper underwriting
activities were not disclosed in the registration statement for Talarian’s IPO and seeks unspecified damages on
behalf of a purported class of persons who purchased Talarian securities during the time period from July 20,
2000, to December 6, 2000.

A proposal to settle the claims against all of the issuers and individual defendants in the coordinated
litigation was accepted by us and given preliminary approval by the U.S. District Court for the Southern District
of New York. The completion of the settlement is subject to a number of conditions, including final approval by
the U.S. District Court for the Southern District of New York. Under the settlement, the plaintiffs will dismiss
and release all claims against participating defendants in exchange for a contingent payment guaranty by the
insurance companies collectively responsible for insuring the issuers in the action, and the assignment or
surrender to the plaintiffs of certain claims the issuer defendants may have against the underwriters. Under the
guaranty, the insurers will be required to pay an amount equal to $1.0 billion less any amounts ultimately
collected by the plaintiffs from the underwriter defendants in all the cases. Unlike most of the defendant issuers’
insurance policies, including ours, Talarian’s policy contains a specific self-insured retention in the amount of
$0.5 million for IPO “laddering” claims, including those alleged in this matter. Thus, under the proposed
settlement, if any payment is required under the insurers’ guaranty, our subsidiary, Talarian, would be
responsible for paying its pro rata share of the shortfall, up to $0.5 million of the self-insured retention remaining
under its policy.

In April 2006, the U.S. District Court for the Southern District of New York held a fairness hearing in
connection with the motion for final approval of the settlement in the coordinated litigation. The U.S. District
Court for the Southern District of New York has yet to issue a ruling on the motion for final approval. The
settlement remains subject to a number of conditions, including final court approval. In December 2006, the
Court of Appeals for the Second Circuit reversed the U.S. District Court for the Southern District of New York’s
October 2004 order certifying a class in six test cases that were selected by the underwriter defendants and
plaintiffs in the coordinated proceedings. TIBCO and Talarian are not among the test cases, and it is unclear what
impact this will have on the classes certified in TIBCO’s and Talarian’s cases.

The uncertainty associated with substantial unresolved lawsuits could harm our business, financial condition
and reputation. The defense of the lawsuits could result in the diversion of our management’s time and attention
away from business operations, which could harm our business. Negative developments with respect to the
lawsuits could cause our stock price to decline. In addition, although we are unable to determine the amount, if
any, that we may be required to pay in connection with the resolution of the lawsuits by settlement or otherwise,
any such payment could seriously harm our financial condition and liquidity.

The use of open source software in our products may expose us to additional risks.

Certain open source software is licensed pursuant to license agreements that require a user who distributes
the open source software as a component of the user’s software to disclose publicly part or all of the source code
to the user’s software. This effectively renders what was previously proprietary software open source software.
As competition in our markets increases, we must reduce our product development costs. Many features we may
wish to add to our products in the future may be available as open source software and our development team
may wish to make use of this software to reduce development costs and speed up the development process. While
we carefully monitor the use of all open source software and try to ensure that no open source software is used in
such a way as to require us to disclose the source code to the related product, such use could inadvertently occur.
Additionally, if a third party has incorporated certain types of open source software into its software but has
failed to disclose the presence of such open source software and we embed that third party software into one or
more of our products, we could, under certain circumstances, be required to disclose the source code to our
product. This could have a material adverse effect on our business.
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Some provisions in our certificate of incorporation and bylaws, as well as a stockholder rights plan, may
have anti-takeover effects.

We have a stockholder rights plan providing for one right for each outstanding share of our common stock.
Each right, when exercisable, entitles the registered holder to purchase certain securities at a specified purchase
price. The rights plan may have the anti-takeover effect of causing substantial dilution to a person or group that
attempts to acquire TIBCO on terms not approved by our Board of Directors. The existence of the rights plan
could limit the price that certain investors might be willing to pay in the future for shares of our common stock
and could discourage, delay or prevent a merger or acquisition that stockholders may consider favorable. In
addition, provisions of our current certificate of incorporation and bylaws, as well as Delaware corporate law,
could make it more difficult for a third party to acquire us without the support of our Board of Directors, even if
doing so would be beneficial to our stockholders.

ITEM 1B. UNRESOLVED STAFF COMMENTS

None.

ITEM 2. PROPERTIES

Our principal administrative, sales, marketing, service and research and development facilities are located in
a four building campus totaling approximately 292,000 square feet in Palo Alto, California. We purchased these
buildings in June 2003. In connection with the purchase, we entered into a 51-year lease of the land upon which
the buildings are located. Further information on the terms of the building acquisition can be found in
“Management’s Discussion and Analysis of Financial Condition and Results of Operation” and Note 5 to our
Consolidated Financial Statements included in this Annual Report on Form 10-K.

In addition, we lease field support offices in approximately 60 cities throughout the world. The field offices
range from small executive offices to a 22,000 square foot facility, in Maidenhead, England, that serves as our
European sales operations headquarters. Lease terms range from month-to-month on certain offices to ten years
on certain direct leases. Because our professional services are generally performed at the client site, field
facilities are generally small. Field facilities are sales offices, development centers or customer support sites, and
are used for periodic meetings, training and administration. We are continually evaluating the adequacy of
existing facilities and additional facilities in new cities, and we believe that suitable additional space will be
available in the future on commercially reasonable terms as needed.

We have certain facilities under lease that are in excess of our requirements that we no longer occupy and do
not intend to occupy. Currently, these vacated facilities are fully occupied by our tenants; however, the subleases
will expire in various lengths. The estimated loss on excess facilities net of sublease income has been included in
the accrued excess facilities costs on the Consolidated Balance Sheets as of November 30, 2006 and 2005.

ITEM 3. LEGAL PROCEEDINGS

Securities Class Action and Shareholder Derivative Suits

In May 2005, three purported shareholder class action complaints were filed against us and several of our
officers in the U.S. District Court for the Northern District of California. The plaintiffs in such actions are
seeking to represent a class of purchasers of our common stock from September 21, 2004, through March 1,
2005. Plaintiffs generally allege that we made false or misleading statements concerning our operating results,
our business and internal controls and the integration of Staffware. The actions were consolidated and in
September 2006, the U.S. District Court for the Northern District of California dismissed the litigation with
prejudice. Plaintiffs have filed a notice of appeal. Plaintiffs seek unspecified monetary damages. We intend to
defend ourselves vigorously; however, we expect to incur significant costs in mounting such defense.

In September 2005, a shareholder derivative complaint was filed against certain of our officers and directors
in the Superior Court of the State of California, Santa Clara County. The complaint was based on substantially
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similar facts and circumstances as the class actions and generally alleged that the named directors and officers
breached their fiduciary duties to TIBCO. In December 2006, plaintiff voluntarily dismissed the litigation
without prejudice.

IPO Allocation Suit

We, certain of our directors and officers and certain investment bank underwriters have been named in a
putative class action for violation of the federal securities laws in the U.S. District Court for the Southern District
of New York, captioned “In re TIBCO Software Inc. Initial Public Offering Securities Litigation.” This is one of
a number of cases challenging underwriting practices in the IPOs of more than 300 companies, which have been
coordinated for pretrial proceedings as “In re Initial Public Offering Securities Litigation.” Plaintiffs generally
allege that the underwriters engaged in undisclosed and improper underwriting activities, namely the receipt of
excessive brokerage commissions and customer agreements regarding post-offering purchases of stock in
exchange for allocations of IPO shares. Plaintiffs also allege that various investment bank securities analysts
issued false and misleading analyst reports. The complaint against us claims that the purported improper
underwriting activities were not disclosed in the registration statements for our IPO and secondary public
offering and seeks unspecified damages on behalf of a purported class of persons who purchased our securities or
sold put options during the time period from July 13, 1999, to December 6, 2000.

A lawsuit with similar allegations of undisclosed improper underwriting practices, and part of the same
coordinated proceedings, is pending against Talarian, which we acquired in 2002. That action is captioned “In re
Talarian Corp. Initial Public Offering Securities Litigation.” The complaint against Talarian, certain of its
underwriters and certain of its former directors and officers claims that the purported improper underwriting
activities were not disclosed in the registration statement for Talarian’s IPO and seeks unspecified damages on
behalf of a purported class of persons who purchased Talarian securities during the time period from July 20,
2000, to December 6, 2000.

A proposal to settle the claims against all of the issuers and individual defendants in the coordinated litigation
was accepted by us and given preliminary approval by the U.S. District Court for the Southern District of New
York. The completion of the settlement is subject to a number of conditions, including final approval by the U.S.
District Court for the Southern District of New York. Under the settlement, the plaintiffs will dismiss and release all
claims against participating defendants in exchange for a contingent payment guaranty by the insurance companies
collectively responsible for insuring the issuers in the action, and the assignment or surrender to the plaintiffs of
certain claims the issuer defendants may have against the underwriters. Under the guaranty, the insurers will be
required to pay an amount equal to $1.0 billion less any amounts ultimately collected by the plaintiffs from the
underwriter defendants in all the cases. Unlike most of the defendant issuers’ insurance policies, including ours,
Talarian’s policy contains a specific self-insured retention in the amount of $0.5 million for IPO “laddering” claims,
including those alleged in this matter. Thus, under the proposed settlement, if any payment is required under the
insurers’ guaranty, our subsidiary, Talarian, would be responsible for paying its pro rata share of the shortfall, up to
$0.5 million of the self-insured retention remaining under its policy.

In April 2006, the U.S. District Court for the Southern District of New York held a fairness hearing in
connection with the motion for final approval of the settlement in the coordinated litigation. The U.S. District
Court for the Southern District of New York has yet to issue a ruling on the motion for final approval. The
settlement remains subject to a number of conditions, including final court approval. In December 2006, the
Court of Appeals for the Second Circuit reversed the U.S. District Court for the Southern District of New York’s
October 2004 order certifying a class in six test cases that were selected by the underwriter defendants and
plaintiffs in the coordinated proceedings. TIBCO and Talarian are not among the test cases, and it is unclear what
impact this will have on the classes certified in TIBCO’s and Talarian’s cases.

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

No matters were submitted to a vote of security holders during the fourth quarter of fiscal year 2006.
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PART II

ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER
MATTERS AND ISSUER PURCHASES OF EQUITY SECURITIES

Market Information

Our common stock is quoted on the Nasdaq Global Market (“Nasdaq”) under the symbol “TIBX.” The
following table presents, for the periods indicated, the high and low intra-day sale prices per share of our
common stock during the fiscal quarters indicated, as reported on Nasdaq.

Fiscal Year 2005 High Low

First Quarter (from December 1, 2004 to February 27, 2005) . . . . . . . . . . . . . . . . . $13.50 $10.51
Second Quarter (from February 28, 2005 to May 29, 2005) . . . . . . . . . . . . . . . . . . $10.75 $ 6.10
Third Quarter (from May 30, 2005 to August 28, 2005) . . . . . . . . . . . . . . . . . . . . . $ 8.00 $ 5.60
Fourth Quarter (from August 29, 2005 to November 30, 2005) . . . . . . . . . . . . . . . . $ 8.63 $ 6.86

Fiscal Year 2006 High Low

First Quarter (from December 1, 2005 to March 5, 2006) . . . . . . . . . . . . . . . . . . . . $ 9.02 $ 7.05
Second Quarter (from March 6, 2006 to June 4, 2006) . . . . . . . . . . . . . . . . . . . . . . $ 8.99 $ 7.37
Third Quarter (from June 5, 2006 to September 3, 2006) . . . . . . . . . . . . . . . . . . . . . $ 8.06 $ 6.44
Fourth Quarter (from September 4, 2006 to November 30, 2006) . . . . . . . . . . . . . . $ 9.70 $ 7.73

Holders of Record

We had 872 stockholders of record as of January 31, 2007.

Dividends

We have never declared or paid any cash dividends on our common stock, and we do not anticipate paying
any cash dividends in the foreseeable future.

Issuer Purchases of Equity Securities

In December 2005, our Board of Directors approved an eighteen-month stock repurchase program pursuant
to which we may repurchase up to $100.0 million of our outstanding common stock. The remaining authorized
amount for stock repurchases under this program was approximately $23.3 million as of November 30, 2006.

(In thousands, except per share amounts)
Total Number of
Shares Purchased

Average Price
Paid per Share

Total Number of Shares
Purchased as Part of
Publicly Announced
Plans or Programs

Approximate Dollar
Value of Shares

That May Yet Be
Purchased under

the Plans or
Programs*

September 4, 2006 to October 3,
2006 . . . . . . . . . . . . . . . . . . . . . . . . — $ — — $34,208

October 4, 2006 to November 3,
2006 . . . . . . . . . . . . . . . . . . . . . . . . 500 9.21 500 29,603

November 4, 2006 to November 30,
2006 . . . . . . . . . . . . . . . . . . . . . . . . 683 9.19 683 23,327

Total . . . . . . . . . . . . . . . . . . . . . . . . . . 1,183 $9.20 1,183 $23,327

* In December 2006, the Audit Committee on behalf of our Board of Directors approved a new eighteen-month
stock repurchase program pursuant to which we may repurchase up to $100.0 million of our outstanding
common stock. In connection with approving the December 2006 stock repurchase program, the December
2005 stock repurchase program was terminated and the remaining authorized amount under the program was
canceled.
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Equity Compensation Plan Information

The following table sets forth information about our common stock that may be issued upon the exercise of
options, warrants and rights under all of our existing equity compensation plans as of November 30, 2006.

Plan Category

Number of Securities to be
Issued Upon Exercise of

Outstanding Options,
Warrants and Rights

(a)

Weighted-Average
Exercise Price of

Outstanding Options,
Warrants and Rights

(b)

Number of Securities
Remaining Available for
Future Issuance Under

Equity Compensation Plans
(Excluding Securities Reflected

in Column (a))
(c)

Equity compensation plans approved
by security holders . . . . . . . . . . . . . 38,406,798 $ 8.08 27,759,508

Equity compensation plans not
approved by security holders(1) . . . . 54,502 $15.14 —

Total . . . . . . . . . . . . . . . . . . . . . . 38,461,300 $ 8.09 27,759,508

(1) Represents options assumed in connection with our acquisition of Talarian in 2002 and of Extensibility in
2000.

ITEM 6. SELECTED FINANCIAL DATA

The selected consolidated financial data below have been derived from our audited financial statements.
The following table should be read in conjunction with “Management’s Discussion and Analysis of Financial
Condition and Results of Operation” and our Consolidated Financial Statements and notes thereto included
elsewhere in this Annual Report on Form 10-K. The historical results presented below are not indicative of any
future results.

All amounts presented in the table below are stated in thousand of dollars, except for per share data.

Year Ended November 30,

2006(1) 2005 2004 2003 2002

Statements of Operations:
Revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $517,279 $445,910 $387,220 $264,210 $273,393
Cost of revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 133,681 124,193 93,197 63,485 65,672

Gross profit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 383,598 321,717 294,023 200,725 207,721
Operating expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . 311,242 263,643 223,273 198,249 294,403

Income (loss) from operations . . . . . . . . . . . . . . . . . . . 72,356 58,074 70,750 2,476 (86,682)
Interest and other income, net . . . . . . . . . . . . . . . . . . . 21,373 11,718 5,736 16,212 16,264
Interest expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (3,171) (2,711) (2,771) (1,205) —

Income (loss) before income taxes . . . . . . . . . . . . . . . . 90,558 67,081 73,715 17,483 (70,418)
Provision for (benefit from) income taxes . . . . . . . . . . 17,694 (5,474) 28,795 6,043 24,162

Net income (loss) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 72,864 $ 72,555 $ 44,920 $ 11,440 $ (94,580)

Total stock-based compensation included in cost of
revenue and operating expenses . . . . . . . . . . . . . . . . $ 15,818 $ 129 $ 243 $ 1,063 $ 4,050

Net income (loss) per share:
Basic . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0.35 $ 0.34 $ 0.22 $ 0.05 $ (0.46)

Diluted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0.33 $ 0.32 $ 0.20 $ 0.05 $ (0.46)

Shares used to compute net income (loss) per share:
Basic . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 209,538 213,263 207,506 211,555 205,821

Diluted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 218,075 223,977 220,927 221,519 205,821
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As of November 30,

2006 2005 2004 2003 2002

Balance Sheet Data:
Cash, cash equivalents and short-term

investments . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 539,570 $ 477,638 $ 473,535 $604,669 $637,853
Working capital . . . . . . . . . . . . . . . . . . . . . . . . . . 529,000 458,685 439,090 549,719 563,732
Total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,226,359 1,122,424 1,082,811 943,259 894,588
Long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . 48,345 50,143 51,851 53,477 —
Stockholders’ equity . . . . . . . . . . . . . . . . . . . . . . 946,007 873,619 820,482 762,794 744,727

(1) In fiscal year 2006, the amounts include the effect of the adoption of SFAS No. 123(R).

ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATION

The following contains forward-looking statements within the meaning of Section 27A of the Securities Act
and Section 21E of the Exchange Act. Forward-looking statements relate to expectations concerning matters that
are not historical facts. Words such as “projects,” “believes,” “anticipates,” “plans,” “expects,” “intends,”
and similar words and expressions are intended to identify forward-looking statements. These forward-looking
statements include, but are not limited to: the mix of our revenues between license, service and maintenance
revenues; the effect of stock-based compensation on our financial results; our financing plans and capital
requirements; our revenues and costs of revenues; our expenses; our potential tax benefit or liabilities; the effect
of recent accounting pronouncements and related interpretations; our investments, foreign currency risk,
concentration of credit risk, debt service and principal repayment obligations; cash flows and our ability to
finance operations from cash flows; seasonality in our business; the dependence of our license revenue on the
timing and number of license deals; our continued investment and increased spending on research and
development; the increase in absolute dollars in sales and marketing expenses, general and administrative
spending and operating expenses; our amortization of previously acquired intangible assets; the dependence
upon market conditions and other corporate conditions in relation to the timing and amount of stock
repurchases; forecasts and projections about the economies and markets in which we operate and our beliefs
and assumptions regarding these economies and markets; and other similar matters. Although we believe that
the expectations reflected in the forward-looking statements contained herein are reasonable, these expectations
or any of the forward-looking statements could prove to be incorrect, and actual results could differ materially
from those projected or assumed in the forward-looking statements. Our future financial condition and results of
operations, as well as any forward-looking statements, are subject to risks and uncertainties, including, but not
limited, to the factors set forth under “Risk Factors.” All forward-looking statements and reasons why results
may differ included in this Annual Report on Form 10-K are made as of the date hereof, and we assume no
obligation to update any such forward-looking statements or reasons why actual results may differ.

Executive Overview

We are a leading business integration and process management software company that enables real-time
business. We provide a broad range of standards-based software solutions that helps organizations achieve the
benefits of real-time business. Real-time business is about giving organizations the ability to sense and respond
to changes and opportunities as they arise by enabling the use of current information to execute critical business
processes and make smarter decisions.

We are the successor to a portion of the business of Teknekron. Teknekron developed software, known as
The Information Bus® (“TIB”) technology, for the integration and delivery of market data, such as stock quotes,
news and other financial information, in trading rooms of large banks and financial services institutions. In 1992,
Teknekron expanded its development efforts to include solutions designed to enable complex and disparate
manufacturing equipment and software applications, primarily in the semiconductor fabrication market, to
communicate within the factory environment. Teknekron was acquired by Reuters, the global information
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company, in 1994. Following the acquisition, continued development of the TIB® technology was undertaken to
expand its use in the financial services markets.

In January 1997, TIBCO was established as an entity separate from Teknekron. We were formed to create
and market software solutions for use in the integration of business information, processes and applications. In
connection with our establishment as a separate entity, Reuters transferred to us certain assets and liabilities
related to our business and granted to us a royalty-free license to the intellectual property from which some of
our messaging software products originated.

Our products are currently licensed by companies worldwide in diverse industries such as financial services,
telecommunications, retail, healthcare, manufacturing, energy, transportation, logistics, government and
insurance. We sell our products through a direct sales force and through alliances with leading software vendors
and systems integrators.

Our revenue consists primarily of license and maintenance fees from our customers and distributors. In
addition, we receive fees from our customers for providing consulting services. We also receive revenue from
our strategic relationships with business partners who embed our products in their hardware and networking
systems as well as from systems integrators who resell our products.

First-year maintenance typically is sold with the related software license and renewed on an annual basis
thereafter. Maintenance revenue is determined based on vendor-specific objective evidence of fair value and
amortized over the term of the maintenance contract, typically 12 months. Consulting and training revenues are
typically recognized as the services are performed, which services are usually performed on a time and materials
basis. Such services primarily consist of implementation services related to the installation of our products and
generally do not include significant customization to or development of the underlying software code.

Our revenue is generally derived from a diverse customer base. No single customer represented greater than
10% of total revenue in fiscal years 2006, 2005 or 2004. As of November 30, 2006 and 2005, no single customer
had a balance in excess of 10% of our net accounts receivable. We establish allowances for doubtful accounts
based on our evaluation of collectibility and an allowance for returns and discounts based on specifically
identified credits and historical experience.

Critical Accounting Policies, Judgments and Estimates

The discussion and analysis of our financial condition and results of operations are based upon our
Consolidated Financial Statements, which have been prepared in accordance with generally accepted accounting
principles in the United States of America. The preparation of these financial statements requires us to make
estimates, assumptions and judgments that can have significant impact on the reported amounts of assets and
liabilities, revenues and expenses, and related disclosure of contingent assets and liabilities at the date of our
financial statements. We base our estimates, assumptions and judgments on historical experience and various
other factors that we believe to be reasonable under the circumstances. Actual results may differ from these
estimates under different assumptions or conditions. On a regular basis we evaluate our estimates, assumptions
and judgments and make changes accordingly. We also discuss our critical accounting estimates with the Audit
Committee of the Board of Directors. We believe that the estimates, assumptions and judgments involved in
revenue recognition, allowances for doubtful accounts, returns and discounts, stock-based compensation,
valuation and impairment of investments, impairment of goodwill, intangible assets and long-lived assets,
restructuring and integration costs and accounting for income taxes have the greatest potential impact on our
Consolidated Financial Statements, so we consider these to be our critical accounting policies.

We discuss below the critical accounting estimates associated with these policies. Historically, our
estimates, assumptions and judgments relative to our critical accounting policies have not differed materially
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from actual results. For further information on our significant accounting policies, see the discussion in Note 2 to
our Consolidated Financial Statements included in this Annual Report on Form 10-K.

Revenue Recognition. We recognize license revenue when a signed contract or other persuasive evidence
of an arrangement exists, the software has been shipped or electronically delivered, the license fee is fixed or
determinable, and collection of the resulting receivable is probable. When contracts contain multiple elements
wherein vendor-specific objective evidence exists for all undelivered elements, we account for the delivered
elements in accordance with the “Residual Method” prescribed by the AICPA SOP No. 98-9. Revenue on
shipments to resellers, which is generally subject to certain rights of return and price protection, is recognized
when the products are sold by the resellers to an end-user customer and recorded net of related costs to the
resellers. Provided all other revenue criteria are met, the upfront, minimum, non-refundable license fees from
OEM customers are generally recognized upon delivery and on-going royalty fees are generally recognized upon
reports of units shipped.

We assess whether the fee is fixed or determinable and collection is probable at the time of the transaction.
In determining whether the fee is fixed or determinable, we compare the payment terms of the transaction to our
normal payment terms. If a significant portion of a fee is due after our normal payment terms, we account for the
fee as not being fixed or determinable and recognize revenue as the payments become due. We assess whether
collection is reasonably assured based on a number of factors, including the customer’s past transaction history
and credit-worthiness. Generally, we do not request collateral from our customers. If we determine that collection
of a fee is not reasonably assured, we defer the fee and recognize revenue at the time collection becomes
reasonably assured, which is generally upon receipt of cash.

First-year maintenance typically is sold with the related software license and renewed on an annual basis
thereafter. For such arrangements with multiple elements, we allocate revenue to each component of the
arrangement based on the Residual Method. Fair values of ongoing maintenance and support obligations are
based on separate sales of renewals to other customers or upon renewal rates quoted in the contracts when the
quoted renewal rates are deemed to be substantive. Maintenance revenue is deferred and recognized ratably over
the term of the maintenance and support period. Fair value of services, such as consulting or training, is based
upon separate sales of these services.

Many customers who license our software also enter into separate professional services arrangements with
us. In determining whether professional services revenue should be accounted for separately from license
revenue, we evaluate, among other factors, the nature of our software products, whether they are ready for use by
the customer upon receipt, the nature of our implementation services, which typically do not involve significant
customization to or development of the underlying software code, the availability of services from other vendors,
whether the timing of payments for license revenue is coincident with performance of services and whether
milestones or acceptance criteria exist that affect the realizability of the software license fee. Substantially all of
our professional services arrangements are billed on a time and materials basis and accordingly, are recognized
as the services are performed. Contracts with fixed or not to exceed fees are recognized on a proportional
performance basis. If there is significant uncertainty about the project completion or receipt of payment for
professional services, revenue is deferred until the uncertainty is sufficiently resolved. Training revenue is
recognized as training services are delivered.

For arrangements that do not qualify for separate accounting for the license and professional services revenues,
including arrangements that involve significant modification or customization of the software, that include
milestones or customer specific acceptance criteria that may affect collection of the software license fees, or where
payment for the software license is tied to the performance of professional services, software license revenue is
generally recognized together with the professional services revenue using either the percentage-of-completion or
completed-contract method. Under the percentage-of-completion method, revenue recognized is equal to the ratio of
costs expended to date to the anticipated total contract costs, based on current estimates of costs to complete the
project. If the total estimated costs to complete a project exceed the total contract amount, indicating a loss, the
entire anticipated loss would be recognized currently.
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Significant management judgments and estimates must be made in connection with determination of the
revenue to be recognized in any accounting period. If we made different judgments or utilized different estimates
for any period, material differences in the amount and timing of revenue recognized could result.

Allowances for Doubtful Accounts, Returns and Discounts. We establish allowances for doubtful accounts,
returns and discounts based on our review of credit profiles of our customers, contractual terms and conditions,
current economic trends and historical payment, return and discount experience. We reassess the allowances for
doubtful accounts, returns and discounts each period. Historically, our actual losses and credits have been
consistent with these provisions. However, unexpected events or significant future changes in trends could result
in a material impact to our future statements of operations and of cash flows. If we made different judgments or
utilized different estimates for any period, material differences in the amount and timing of revenue or bad debt
expense recognized could result. Our allowances for doubtful accounts, returns and discounts as a percentage of
net revenues were 0.8%, 1.0% and 1.0% in fiscal years 2006, 2005 and 2004, respectively. See Note 4 to our
Consolidated Financial Statements for a summary of activities during the years reported. Based on our results for
the fiscal year ended November 30, 2006, a one-percentage point deviation in our allowances for doubtful
accounts, returns and discounts as a percentage of net revenues would have resulted in an increase or decrease in
expense of approximately $5.2 million.

Stock-Based Compensation. We account for stock-based compensation related to stock-based transactions
in accordance with the provisions of Statement of Financial Accounting Standards (“SFAS”) No. 123(R) (revised
2004), Share-Based Payment, (“SFAS No. 123(R)”). Under the fair value recognition provisions of SFAS
No. 123(R), stock-based payment expense is estimated at the grant date based on the fair value of the award and
is recognized as expense ratably over the requisite service period of the award. Determining the appropriate fair
value model and calculating the fair value of stock-based awards requires judgment, including estimating stock
price volatility, forfeiture rates and expected life.

Upon adoption of SFAS No. 123(R) on December 1, 2005, we selected the Black-Scholes option pricing
model as the most appropriate method for determining the estimated fair value for stock-based awards. The
Black-Scholes model requires the use of highly subjective and complex assumptions which determine the fair
value of stock-based awards, including the option’s expected term and the price volatility of the underlying stock.
Our current estimate of volatility was based upon a blend of average historical and market-based implied
volatilities of our stock price. To the extent volatility of our stock price increases in the future, our estimates of
the fair value of options granted in the future could increase, thereby increasing stock-based payment expense in
future periods. In addition, we apply an expected forfeiture rate when amortizing stock-based payment expense.
Our estimate of the forfeiture rate was based primarily upon our historical experience. To the extent we revise
this estimate in the future, our stock-based payment expense could be materially impacted in the quarter of
revision, as well as in following quarters. We derived the expected term assumption based on our historical
settlement experience, while giving consideration to options that have life cycles less than the contractual terms
and vesting schedules in accordance with guidance in SFAS No. 123(R) and Staff Accounting Bulletin (“SAB”)
No. 107. In the future, as empirical evidence regarding these input estimates is available to provide more
directionally predictive results, we may change or refine our approach of deriving these input estimates. These
changes could impact our fair value of stock options granted in the future. See Note 2 and Note 12 to our
Consolidated Financial Statements for further details.

Valuation and Impairment of Investments. We determine the appropriate classification of marketable
securities at the time of purchase and evaluate such designation as of each balance sheet date. As of
November 30, 2006, all our marketable securities have been classified as available-for-sale and are carried at fair
value with unrealized gains and losses, if any, included as a component of “Accumulated Other Comprehensive
Income” in stockholders’ equity. Marketable securities are presented as current assets as they are subject to use
within one year in current operations. Realized gains and losses are recognized based on the “specific
identification method.” As of November 30, 2006, gross unrealized losses on our investment portfolio totaled
$0.9 million. The decline in value of these investments is primarily related to changes in interest rates and is
considered temporary in nature.
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Our investments also include minority equity investments in privately held companies that are generally
carried at cost basis and included in other assets on the balance sheet. The fair value of these investments is
dependent on the performance of the companies in which we invested, as well as the volatility inherent in
external markets for these investments. In assessing potential impairment, we consider these factors as well as
each of the companies’ cash position, earnings/revenue outlook, liquidity and management/ownership. If we
believe that an other-than-temporary decline exists, we write down the investment to market value and record the
related write-down as a loss on investments in our consolidated statements of operations. In fiscal years 2006 and
2005, we did not recognize any impairment loss, while in fiscal year 2004, we recognized impairment losses of
$0.1 million relating to the other-than-temporary decline in value of certain equity investments. As of
November 30, 2006, the net carrying value of our minority equity investments totaled $1.6 million.

Significant management judgment is required in determining whether an other-than-temporary decline in the
value of our investments exists. Estimating the fair value of non-marketable equity investments in early-stage
technology companies is inherently subjective. Changes in our assessment of the valuation of our investments
could materially impact our operating results and financial position in future periods if anticipated events and key
assumptions do not materialize or change.

Impairment of Goodwill, Intangible Assets and Long-Lived Assets. Our goodwill and intangible assets
result from our corporate acquisition transactions. In accordance with SFAS No. 142, Goodwill and Other
Intangible Assets, which we adopted on December 1, 2002, goodwill and intangible assets with indefinite useful
lives are no longer amortized, but are instead tested for impairment at least annually or as circumstances indicate
their value may no longer be recoverable. We do not carry any intangible assets with indefinite useful lives other
than goodwill. We generally perform our annual impairment test at the end of the fiscal year. As we operate our
business in one reporting segment, our goodwill is tested for impairment at the enterprise level. Goodwill
impairment testing is a two-step process. For the first step, we screen for impairment, and if any possible
impairment exists, we undertake a second step of measuring such impairment. We periodically re-evaluate our
business and have determined that we continue to operate in one segment, which we consider our sole reporting
unit. Therefore, goodwill was tested and will continue to be tested for impairment at the enterprise level. If our
assumptions change in the future, we may be required to record impairment charges to reduce the carrying value
of our goodwill. Changes in the valuation of goodwill could materially impact our operating results and financial
position.

We evaluate the recoverability of our long-lived assets including amortizable intangible and tangible assets
in accordance with SFAS No. 144, Accounting for the Impairment or Disposal of Long-Lived Assets. When
events or changes in circumstances indicate that the carrying amount of long-lived assets may not be recoverable,
we recognize such impairment in the event the net book value of such assets exceeds the future undiscounted
cash flows attributable to such assets. Our acquired intangible assets with definite useful lives are amortized on a
straight line basis over their useful lives, and periodically tested for impairment. We have not recorded any
impairment losses to date. As of November 30, 2006, we had net $274.4 million of goodwill, $113.8 million of
property and equipment and $55.1 million of acquired intangible assets, and had not recorded any impairment
charges. If our estimates or the related assumptions change in the future, we may be required to record
impairment charges to reduce the carrying value of these assets. Changes in the valuation of long-lived assets
could materially impact our operating results and financial position.

Restructuring and Integration Costs. Our restructuring charges are comprised primarily of costs related to
properties abandoned in connection with facilities consolidation, related write-downs of leasehold improvements
and severance and associated employee termination costs related to headcount reductions. For restructuring
actions initiated prior to December 31, 2002, we followed the guidance provided by Emerging Issues Task Force
(“EITF”) Issue No. 94-3, Liability Recognition for Certain Employee Termination Benefits and Other Costs to
Exit an Activity. We recorded the liability related to these termination costs when the plan was approved; the
termination benefits were determined and communicated to the employees; the number of employees to be
terminated, their locations and job were specifically identified; and the period of time to implement the plan was
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set. For restructuring actions initiated after January 1, 2003, we adopted SFAS No. 146, Accounting for Costs
Associated with Exit or Disposal Activities, which requires that a liability for costs associated with an exit or
disposal activity be recognized and measured initially at fair value only when the liability is incurred.

Our restructuring charges included accruals for estimated losses on facility costs based on our contractual
obligations net of estimated sublease income based on current comparable market rates for leases. We reassess
this liability periodically based on market conditions. Revisions to our estimates of this liability could materially
impact our operating results and financial position in future periods if anticipated events and key assumptions,
such as the timing and amounts of sublease rental income, either do not materialize or change.

Accounting for Income Taxes. We make certain estimates and judgments in determining income tax
expense for financial statement purposes. These estimates and judgments occur in the calculation of certain tax
assets and liabilities, which arise from differences in the timing of recognition of revenue and expense for tax and
financial statement purposes.

As part of the process of preparing our Consolidated Financial Statements, we are required to estimate our
income taxes in each of the jurisdictions in which we operate. This process involves us estimating our current tax
exposure under the most recent tax laws and assessing temporary differences resulting from differing treatment
of items for tax and accounting purposes. These differences result in deferred tax assets and liabilities, which are
included in our Consolidated Balance Sheets.

We assess the likelihood that we will be able to recover our deferred tax assets. We consider all available
evidence, both positive and negative, including historical levels of income, expectations and risks associated with
estimates of future taxable income and ongoing prudent and feasible tax planning strategies in assessing the need
for the valuation allowance. If it is not more likely than not that we will recover our deferred tax assets, we will
increase our provision for taxes by recording a valuation allowance against the deferred tax assets that we
estimate will not ultimately be recoverable. The available positive evidence at November 30, 2006, included four
years of historical operating profits and a projection of future income sufficient to realize most of our remaining
deferred tax assets. As a result of our analysis of all available evidence, both positive and negative, we recorded a
valuation allowance release of $15.8 million in fiscal year 2006. As of November 30, 2006, it was considered
more likely than not that our deferred tax assets would be realized with the exception of certain capital loss and
foreign tax credit carryovers as we cannot forecast sufficient future capital gains or foreign source income to
realize these deferred tax assets. The remaining valuation allowance of approximately $10.6 million as of
November 30, 2006, will result in an income tax benefit if and when we conclude it is more likely than not that
the related deferred tax assets will be realized.

As of November 30, 2006, we believed that the amount of deferred tax assets recorded on our balance sheet
would ultimately be recovered. However, should there be a change in our ability to recover our deferred tax
assets, our tax provision would increase in the period in which we determine that it is more likely than not that
we cannot recover our deferred tax assets. If we have to re-establish a full valuation allowance against our
deferred tax assets, it would result in an increase of $36.1 million to income tax expense.

U.S. income taxes and foreign withholding taxes have not been provided on a cumulative total of $26.2
million of undistributed earnings for certain non-U.S. subsidiaries. With the exception of our subsidiaries in the
United Kingdom, net undistributed earnings of our foreign subsidiaries are generally considered to be
indefinitely reinvested, and accordingly, no provision for U.S. income taxes has been provided thereon. Upon
distribution of these earnings in the form of dividends or otherwise, we will be subject to U.S. income taxes net
of available foreign tax credits associated with these earnings.

While we do not expect any impact to the effective tax rate for U.S. non-qualified stock option or restricted
stock expense due to the adoption of SFAS No. 123(R), the effective tax rate may be negatively impacted by
foreign stock option expense that may not be deductible in the foreign jurisdictions. Also, SFAS No. 123(R)
requires that the tax benefit of stock option deductions relating to incentive stock options be recorded in the
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period of disqualifying disposition. This could result in significant fluctuations in our effective tax rate between
accounting periods.

See Note 15 to our Consolidated Financial Statements.

Results of Operations

The following table presents certain Consolidated Statement of Operations data as a percentage of total
revenue:

Year Ended November 30,

2006 2005 2004

Revenue:
License revenue:

Non-related parties . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 46% 42% 51%
Related parties . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 4 4

Total license revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 46 46 55

Service and maintenance revenue:
Non-related parties . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 53 51 41
Related parties . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 2 3
Reimbursable expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 1 1

Total service and maintenance revenue . . . . . . . . . . . . . . . . . . . . . . 54 54 45

Total revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 100 100 100

Cost of revenue:
License . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3 3 3
Service and maintenance . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 23 25 21

Total cost of revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 26 28 24

Gross profit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 74 72 76

Operating expenses:
Research and development . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17 16 16
Sales and marketing . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 32 32 32
General and administrative . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9 8 7
Restructuring charge (adjustment) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 1 1
Amortization of acquired intangible assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2 2 1
Acquired in-process research and development . . . . . . . . . . . . . . . . . . . . . . . . — — 1

Total operating expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 60 59 58

Income from operations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14 13 18
Interest income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4 3 2
Interest expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1) (1) (1)
Other income (expense), net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — —

Income before income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17 15 19
Provision for (benefit from) income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3 (1) 7

Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14% 16% 12%

In June 2004, we acquired Staffware, a provider of BPM solutions that enable businesses to automate, refine
and manage their processes. Our consolidated results of operations have included incremental revenue and costs
related to the former Staffware operations since the date of acquisition. Pro forma results as if we had acquired
Staffware at the beginning of fiscal year 2004 are provided in Note 19 to our Consolidated Financial Statements.
Due to the structure of our multi-product Enterprise License Agreements, which often combine TIBCO and
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Staffware products, we are not able to separately report the portion of revenue attributable solely to the Staffware
components. In addition, we have fully integrated the former Staffware personnel and operations into our
worldwide operations, and therefore, we are not able to separately track or report the performance of the former
Staffware operations.

All amounts presented in the tables in the Results of Operations are stated in thousands of dollars, except
percentages and unless otherwise stated.

Total Revenue

Year Ended November 30, Percentage Change

2006 2005 2004
2005

to 2006
2004

to 2005

Total revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $517,279 $445,910 $387,220 16% 15%

Total revenue increased 16% in fiscal year 2006 compared to fiscal year 2005, primarily due to an 18%
increase in license revenue and a 15% increase in service and maintenance revenue. Geographically, we
experienced growth in total revenue from all major regions in fiscal year 2006. In particular, we had a high
percentage rate of growth in revenue from Asia Pacific and Japan. Our total revenue increased by $28.9 million
or 13% in the United States, $25.4 million or 15% in Europe and $14.0 million or 30% in Asia Pacific and Japan
in fiscal year 2006. See Note 20 to our Consolidated Financial Statements for further details on total revenue by
region.

We did not have revenue from any entities that we consider related parties in fiscal year 2006 compared to
$23.0 million and $29.0 million of total revenue from related parties in fiscal years 2005 and 2004 representing
approximately 5% and 7% of our total revenue for the respective periods. Reuters was considered a related party
in the first nine months of fiscal year 2005, but during that year, Reuters reduced its holdings such that as of
November 30, 2005, Reuters owned less than 1% of our outstanding common stock. Beginning December 1,
2005, Reuters was no longer considered a related party. We recognized the initial $9.9 million upfront,
minimum, non-refundable license fee pursuant to the Reuters Agreement as related party license revenue in the
first quarter of fiscal year 2005. Another $1.1 million under the Reuters Agreement represents maintenance fees
and was recognized ratably over the one year maintenance period.

We have no single customer that accounted for more than 10% of total revenue in fiscal year 2006. Our
products are licensed by companies worldwide in diverse industries, and a high percentage of our customers are
from the financial service, telecommunication and energy sectors.

Total revenue increased 15% in fiscal year 2005 compared to fiscal year 2004, primarily due to a 40%
increase in service and maintenance revenue, offset by a 5% decrease in license revenue. Geographically, our
total revenue increased by $35.0 million or 18% in the United States, $16.2 million or 11% in Europe and $5.5
million or 13% in Asia Pacific and Japan in fiscal year 2005.

License Revenue and Costs

Year Ended November 30, Percentage Change

2006 2005 2004
2005

to 2006
2004

to 2005

License revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $240,071 $203,888 $214,086 18% (5)%
Percentage of total revenue . . . . . . . . . . . . . . . . . . . 46% 46% 55%

Cost of license revenue . . . . . . . . . . . . . . . . . . . . . . . . . . 15,936 12,694 11,586 26% 10%
Percentage of total revenue . . . . . . . . . . . . . . . . . . . 3% 3% 3%
Percentage of license revenue . . . . . . . . . . . . . . . . . 7% 6% 5%
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We license a wide range of products to customers in various industries and geographic regions. License
revenue increased by $36.2 million or 18% in fiscal year 2006 compared to fiscal year 2005, primarily due to an
increase in revenue from the telecommunications, government and energy sectors, partially offset by a decrease
in revenue from the financial services sector. License revenue decreased by $10.2 million or 5% in fiscal year
2005 compared to fiscal year 2004, primarily due to a decrease in revenue from the telecommunications,
consumer packaged goods and manufacturing sectors, partially offset by an increase in revenue from the
financial services sector.

Our license revenue in a particular period is dependent upon the timing and number of license deals and
their relative size. Selected data about our license revenue deals recognized for the respective periods is
summarized as follows:

Year Ended November 30,

2006 2005 2004

Number of license deals of $1.0 million or more . . . . . . . . . . . . . . . . . . . . . . . . . . . 59 42 40
Number of license deals over $0.1 million . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 334 316 260
Average size of license deals over $0.1 million (in millions) . . . . . . . . . . . . . . . . . $ 0.7 $ 0.6 $ 0.7

Our total license revenue in any particular period is to a certain extent dependent on the size and timing of
larger license deals. We currently expect the number of license transactions over $100,000 to increase in fiscal
year 2007, while the size and timing of any particular multi-million dollar deal is more difficult to forecast.

Cost of license revenue mainly consisted of royalty costs and amortization of developed technology
acquired through corporate acquisitions. Cost of license revenue remained approximately 3% of total revenue
and 5% to 7% of license revenue in each of fiscal years 2006, 2005 and 2004. As stated above, our fiscal years
2006 and 2005 financial results include incremental revenue and costs attributable to former Staffware
operations; whereas, our fiscal year 2004 financial results only include such revenue and costs from June 2004.

We currently expect license revenue to be approximately 45% to 55% of our total revenue and cost of
license revenue to remain approximately 5% to 7% of license revenue in fiscal year 2007.

Service and Maintenance Revenue and Costs

Year Ended November 30, Percentage Change

2006 2005 2004
2005

to 2006
2004

to 2005

Service and maintenance revenue . . . . . . . . . . . . . . . . . . $277,208 $242,022 $173,134 15% 40%
Percentage of total revenue . . . . . . . . . . . . . . . . . . . 54% 54% 45%

Cost of service and maintenance revenue . . . . . . . . . . . . $117,745 $111,499 $ 81,611 6% 37%
Percentage of total revenue . . . . . . . . . . . . . . . . . . . 23% 25% 21%
Percentage of service and maintenance revenue . . . 42% 46% 47%

Service and maintenance revenue increased $35.2 million or 15% in fiscal year 2006 compared to fiscal year
2005, and increased $68.9 million or 40% in fiscal year 2005 compared to fiscal year 2004. The increase in fiscal
year 2006 was the result of an $8.6 million increase in consulting and training services revenue and a $26.5
million increase in maintenance revenue. The increase in fiscal year 2005 was due to a $33.6 million increase in
consulting and training services revenue and a $35.3 million increase in maintenance revenue. Consulting
revenue increased due to more comprehensive and larger engagements with respect to a number of accounts and
an increased focus on providing more services to customers. Maintenance revenue increased primarily due to
continued growth in our installed software base, while the increase in fiscal year 2005 was also favorably
affected by our acquisition of Staffware in the third quarter of fiscal year 2004 and ObjectStar in the second
quarter of fiscal year 2005.
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Cost of service and maintenance revenue consists primarily of compensation for professional services,
including stock-based compensation expense, customer support personnel, third-party contractors and associated
expenses related to providing consulting services.

The cost of service and maintenance revenue as a percentage of total revenue decreased in fiscal year 2006
compared to fiscal year 2005, as a result of efforts to increase utilization of our consulting staff as well as an
increase in the relative proportion of maintenance revenue. The cost of service and maintenance revenue
increased as a percentage of total revenue in fiscal year 2005 compared to fiscal year 2004, as the relative
proportion of consulting revenue increased. The increase in absolute dollars in fiscal year 2006 compared to
fiscal year 2005 resulted primarily from an increase of $8.9 million related to personnel compensation which
includes a $2.1 million increase in stock-based compensation expense, partially offset by a $2.6 million reduction
in third-party contractor costs. The increase in absolute dollars in fiscal year 2005 compared to fiscal year 2004
resulted primarily from an increase of approximately $13.6 million related to personnel compensation, $12.7
million for third-party contractor compensation and consulting fees and $2.4 million in travel costs. Increased
compensation cost was primarily due to an increase in professional services and customer support staff during
fiscal year 2005. Increased third-party contractor and consulting fees were also directly related to increased
service revenue.

We currently expect service and maintenance revenue to be approximately 45% to 55% of total revenue in
fiscal year 2007. We currently expect the cost of service and maintenance revenue to increase in absolute dollars.

Research and Development Expenses

Research and development expenses consist primarily of personnel compensation, including stock-based
compensation expense, third-party contractor fees and related costs associated with the development and
enhancement of our products.

Year Ended November 30, Percentage Change

2006 2005 2004
2005

to 2006
2004

to 2005

Research and development expenses . . . . . . . . . . . . . . . . . . . $85,923 $73,136 $61,100 17% 20%
Percentage of total revenue . . . . . . . . . . . . . . . . . . . . . . 17% 16% 16%

The increase in fiscal year 2006 compared to fiscal year 2005 was primarily due to a $11.1 million increase
in personnel compensation expenses with the remaining increase due to the higher cost of third-party software
license fees and travel expense. The increase in personnel compensation expenses was due to annual salary
adjustments, and includes a $3.6 million increase in stock-based compensation expense. Our fiscal year 2006 and
fiscal year 2005 financial results include incremental costs attributable to former Staffware operations; whereas,
our fiscal year 2004 financial results only include such costs from June 2004.

The increase in fiscal year 2005 compared to fiscal year 2004 was primarily due to a $9.5 million increase in
personnel compensation as a result of headcount increases both from our acquisitions and our establishment of a
new research and development center in India. The remainder of the increase in research and development
expenses included increased travel expenses, depreciation of equipment and software and various license fees.

We currently believe that continued investment in research and development is critical to attaining our
strategic objectives, and as a result, we currently expect that spending on research and development will increase
in absolute dollars in fiscal year 2007.
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Sales and Marketing Expenses

Sales and marketing expenses consist primarily of personnel costs which include stock-based compensation
expense, related costs of our direct sales force and marketing staff, and the cost of marketing programs, including
customer conferences, promotional materials, trade shows and advertising and related travel expenses.

Year Ended November 30, Percentage Change

2006 2005 2004
2005

to 2006
2004

to 2005

Sales and marketing expenses . . . . . . . . . . . . . . . . . . . . . $172,768 $140,370 $123,486 23% 14%
Percentage of total revenue . . . . . . . . . . . . . . . . . . . 32% 32% 32%

The increase in fiscal year 2006 compared to fiscal year 2005 was primarily due to a $23.6 million increase
in personnel compensation expenses, a $2.9 million increase in travel expenses, a $2.7 million increase in
marketing expenses and a $1.9 million increase in facilities expenses. The increase in personnel compensation
expenses was due to an increase in commission expenses associated with an increase in revenue, increased
average headcount, annual salary adjustments and also includes a $4.5 million increase in stock-based
compensation expense. Facilities expenses increased due to the addition of several sales offices, and increased
marketing activity contributed to the increase in marketing program expenses. Our fiscal year 2006 and fiscal
year 2005 financial results include incremental costs attributable to former Staffware operations; whereas, our
fiscal year 2004 financial results only include such costs from June 2004.

The increase in fiscal year 2005 compared to fiscal year 2004 was primarily due to a $9.5 million increase in
personnel compensation expenses, a $2.0 million increase in travel expenses, a $3.6 million increase in facilities
expenses, partially offset by a $2.1 million decrease in commission expenses and a $1.7 million decrease in sales
referral fees. The increase in personnel compensation expenses was due to an increase in headcount, while the
lower sales commission resulted from a combination of lower license revenue and a lower effective commission
rate.

We intend to selectively increase staff in our direct sales organization and to increase our marketing efforts
in the coming year, and accordingly, we currently expect that sales and marketing expenses will increase in
absolute dollars in fiscal year 2007.

General and Administrative Expenses

General and administrative expenses consist primarily of personnel and related costs for general corporate
functions including executive, legal, finance, accounting and human resources, and also includes stock-based
compensation expense.

Year Ended November 30, Percentage Change

2006 2005 2004
2005

to 2006
2004

to 2005

General and administrative expenses . . . . . . . . . . . . . . . . . . . $44,139 $37,320 $29,048 18% 28%
Percentage of total revenue . . . . . . . . . . . . . . . . . . . . . . 9% 8% 7%

The increase in fiscal year 2006 compared to fiscal year 2005 was primarily due a $10.0 million increase in
personnel compensation expenses, which was partially offset by a $2.0 million reduction in outside services
expenses and a $1.2 million decrease in consulting expenses. The increase in personnel compensation expenses
was due to increased headcount, annual salary adjustments and a $5.5 million increase in stock-based
compensation expense. This increase was offset partially by a decrease in consulting and outside services
expenses which resulted from hiring more personnel. Our fiscal year 2006 and fiscal year 2005 financial results
include the incremental costs attributable to former Staffware operations; whereas, our fiscal year 2004 financial
results only include such costs from June 2004.
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The increase in fiscal year 2005 compared to fiscal year 2004 was primarily due to an $8.9 million increase
in consulting expenses and outside services expenses and a $1.8 million increase in personnel compensation
expenses, offset by reductions in other administrative costs. Increased headcount contributed to total higher
personnel compensation expenses. Consulting and outside services increased substantially due to our continuous
effort to comply with the requirements of Sarbanes-Oxley, and increased legal, tax consulting and other
professional fees.

We will continue to invest in improving our corporate infrastructure to enhance effective management and
internal controls, and therefore, we currently expect that general and administrative expenses will increase in
absolute dollars in fiscal year 2007.

Restructuring Charge (Adjustment)

Year Ended November 30, Percentage Change

2006 2005 2004
2005

to 2006
2004

to 2005

Restructuring charge (adjustment) . . . . . . . . . . . . . . . . . . . . . . $(1,042) $3,905 $2,186 (127)% 79%
Percentage of total revenue . . . . . . . . . . . . . . . . . . . . . . . — % 1% 1%

In the fourth quarter of fiscal year 2006, we recorded a $1.0 million credit adjustment to the restructuring
charge related to properties vacated in connection with a facilities consolidation in 2002. The adjustment resulted
from revisions to our estimates of future sublease income due to the recovery of the applicable real estate market
and the addition of a new tenant. Currently, our vacated facilities under prior restructuring programs are fully
occupied by our tenants. The estimated excess facilities expenses were based on our contractual obligations, net
of estimated sublease income, based on current comparable rates for leases in their respective markets.

During fiscal year 2005, we initiated a restructuring plan designed to re-align our resources and cost structure,
and accordingly recognized a restructuring charge of approximately $3.9 million for the resulting workforce
reduction. The restructuring plan eliminated 49 employees, across all functions and primarily in our European
operations. As of November 30, 2005, all such employees have been terminated and of the $3.9 million
restructuring charge, $3.2 million was paid and the remaining $0.7 million accrual was utilized in fiscal year 2006.

During fiscal year 2004, we recorded $2.2 million in restructuring charges related to properties vacated in
connection with facilities consolidation. The additional facilities charges resulted from revisions to our estimates
of future sublease income due to further deterioration of real estate market conditions. The estimated facilities
costs were based on our contractual obligations, net of estimated sublease income, based on current comparable
rates for leases in their respective markets.

Also see Note 7 to our Consolidated Financial Statements for further discussion on restructuring charges.

Amortization of Acquired Intangible Assets

Intangible assets acquired through corporate acquisitions are comprised of the estimated value of developed
technologies, patents, trademarks, established customer bases and non-compete agreements, as well as
maintenance and OEM customer royalty agreements. Amortization of developed technologies is recorded as a
cost of revenue, and amortization of other acquired intangibles is included in operating expenses.

Year Ended November 30, Percentage Change

2006 2005 2004
2005

to 2006
2004

to 2005

Amortization of acquired intangible assets:
In cost of revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 5,322 $ 5,958 $ 6,702
In operating expenses . . . . . . . . . . . . . . . . . . . . . . . . . . 9,454 8,912 5,253

Total amortization expenses . . . . . . . . . . . . . . . . $14,776 $14,870 $11,955 (1)% 24%

Percentage of total revenue . . . . . . . . . . . . . . . . . . . . . 3% 3% 3%
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The decrease in amortization of developed technologies included in cost of revenue in fiscal year 2006
compared to fiscal year 2005 was primarily due to certain intangible assets acquired in earlier years which are
now fully amortized. The increase in amortization of other acquired intangible assets included in operating
expenses in fiscal year 2006 compared to fiscal year 2005 was primarily due to the addition of acquired
intangible assets recorded from the ObjectStar and Velosel acquisitions in fiscal year 2005. See Note 6 to our
Consolidated Financial Statements for further details on acquired intangible assets.

The increase in amortization expenses in fiscal year 2005 compared to fiscal year 2004 was primarily due to
a full year of amortization related to intangible assets acquired from Staffware, and additional amortization
related to intangible assets acquired from ObjectStar in the second quarter of fiscal year 2005.

We currently expect the amortization of acquired intangible assets to be approximately $15.0 million in
fiscal year 2007, excluding any new acquisitions.

Acquired In-Process Research and Development

Year Ended November 30, Percentage Change

2006 2005 2004
2005

to 2006
2004

to 2005

Acquired in-process research and development . . . . . . . . . . $— $— $2,200 n/a (100)%
Percentage of total revenue . . . . . . . . . . . . . . . . . . . . . . — % — % 1%

In fiscal year 2004, we estimated that $2.2 million of the purchase price of Staffware represented acquired
in-process research and development (“IPRD”) that had not yet reached technological feasibility and had no
alternative future use. Accordingly, this amount was immediately charged to expense upon consummation of the
acquisition. We calculated the value of IPRD by estimating the expected cash flows from the projects once
commercially viable, discounting the net cash flows back to their present value and then applying a percentage of
completion method. In determining the value ultimately assigned to IPRD we considered the stage of completion,
complexity of work to date, difficulty of completing the remaining development, costs already incurred and the
expected cost to complete the project. As of November 30, 2005, we had substantially completed the Staffware
projects that were in process at the date of the acquisition.

Stock-Based Compensation

The stock-based compensation expense included in our Consolidated Statements of Operations correspond
to the same functional lines as cash compensation paid to the same employees in the respective departments, as
follows:

Year Ended November 30, Percentage Change

2006 2005 2004
2005

to 2006
2004

to 2005

Stock-based compensation expenses:
Cost of license . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 36 $— $—
Cost of service and maintenance . . . . . . . . . . . . . . . . . . . . . . 2,076 14 34

Total in cost of revenue . . . . . . . . . . . . . . . . . . . . . . . . . 2,112 14 34 *% (59)%
Research and development . . . . . . . . . . . . . . . . . . . . . . . . . . 3,612 10 40
Sales and marketing . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,617 104 156
General and administrative . . . . . . . . . . . . . . . . . . . . . . . . . . 5,477 1 13

Total in operating expenses . . . . . . . . . . . . . . . . . . . . . . 13,706 115 209 *% (45)%

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $15,818 $129 $243 *% (47)%

Percentage of total revenue . . . . . . . . . . . . . . . . . . . . . . . . . . 3% — % — %

* The percentages have been omitted as they are not meaningful for comparison purposes.
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On December 1, 2005, we adopted SFAS No. 123(R), which requires recognition of compensation expense
for all stock-based awards made to employees in our Consolidated Statements of Operations. Prior to the
adoption of SFAS No. 123(R), we accounted for stock-based awards to employees and directors using the
intrinsic value method in accordance with APB No. 25, and under this method, no stock-based compensation
expense for employee stock options was recognized in the prior periods in our consolidated statements of
operations because the exercise price of our stock options granted to employees and directors equaled the fair
market value of the underlying stock at the date of grant. In accordance with the modified prospective transition
method we used in adopting SFAS No. 123(R), our results of operations prior to fiscal year 2006 have not been
restated to reflect, and do not include, the possible impact of SFAS No. 123(R).

Stock-based compensation expenses recorded prior to fiscal year 2006 were related to non-employee stock
options and stock options we assumed from business acquisitions in prior years. Such stock-based compensation
expenses in fiscal year 2006 were insignificant, and were included in the total stock-based compensation
expenses above. Also see Note 12 to our Consolidated Financial Statements for further details on stock-based
compensation.

The Black-Scholes option-pricing models were developed for use in estimating the value of traded options
that have no vesting or hedging restrictions and are fully transferable. Because our employee stock options have
certain characteristics that are significantly different from traded options, and because changes in the subjective
assumptions can materially affect the estimated value, in management’s opinion, the existing valuation models
may not provide an accurate measure of the fair value of our employee stock options. Although the fair value of
employee stock options is determined in accordance with SFAS No. 123(R) and SAB No. 107 using an option-
pricing model, that value may not be indicative of the fair value observed in a willing buyer/willing seller market
transaction.

In fiscal year 2007, we currently expect our total stock-based compensation expenses to be approximately
$18.0 million to $23.0 million.

Interest Income

Year Ended November 30, Percentage Change

2006 2005 2004
2005

to 2006
2004

to 2005

Interest income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $19,936 $13,318 $8,436 50% 58%
Percentage of total revenue . . . . . . . . . . . . . . . . . . . . . . 4% 3% 2%

The increase in interest income in fiscal year 2006 compared to fiscal year 2005 was primarily due to
interest income received from higher investment yields and higher average investment portfolio balances.

The increase in interest income in fiscal year 2005 compared to fiscal year 2004 was primarily due to the
effect of rising interest rates on our investments.

Interest Expense

Year Ended November 30, Percentage Change

2006 2005 2004
2005

to 2006
2004

to 2005

Interest expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $3,171 $2,711 $2,771 17% (2)%
Percentage of total revenue . . . . . . . . . . . . . . . . . . . . . . . . 1% 1% 1%

Interest expense is primarily related to a $54.0 million mortgage note issued in connection with the purchase
of our corporate headquarters. The mortgage note is payable to a financial institution collateralized by the
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commercial real property acquired, and carries a fixed annual interest rate of 5.09% and a 20-year amortization.
The balance of the mortgage note as of November 30, 2006 was $48.3 million. The $33.9 million principal
balance that will be remaining at the end of the ten-year term will be due as a final lump sum payment on July 1,
2013.

Other Income (Expense), net

Other income (expense), net, includes realized gains and losses on investments, foreign exchange gain (loss)
and other miscellaneous income and expense items.

Year Ended November 30, Percentage Change

2006 2005 2004 2005 to 2006 2004 to 2005

Other income (expense):
Foreign exchange gain (loss) . . . . . . . . . . . . . . . . . $ 763 $(1,445) $(2,326)
Realized gain (loss) on short-term investments . . . 45 (275) (416)
Realized gain (loss) on long-term investments . . . . 738 — 14
Other income (expense), net . . . . . . . . . . . . . . . . . . (109) 120 28

Total other income (expense), net . . . . . . . . . . $1,437 $(1,600) $(2,700) (190)% 41%

Percentage of total revenue . . . . . . . . . . . . . . . — % — % (1)%

The increase in other income, net, in absolute dollars in fiscal year 2006 compared to fiscal year 2005 was
due to a $0.7 million gain from the sale of a long-term private equity investment and $0.8 million in foreign
exchange gains compared to losses in fiscal year 2005.

Foreign exchange loss in fiscal year 2005 and fiscal year 2004 was primarily attributable to the volatility of
the U.S. dollar against the Euro and the British pound. Realized gain (loss) on short-term investments represents
gains or losses realized when such short-term investments are sold and when other-than-temporary impairment
on individual securities is recorded.

Income Taxes

Year Ended November 30, Percentage Change

2006 2005 2004 2005 to 2006 2004 to 2005

Provision for (benefit from) income tax . . . . . . . . . . $17,694 $(5,474) $28,795 *% *%
Effective tax rate . . . . . . . . . . . . . . . . . . . . . . . . 19.5% (8.2)% 39.1%

* The percentages have been omitted as they are not meaningful for comparison purposes.

The effective tax rate was 19.5%, (8.2)% and 39.1% in fiscal years 2006, 2005 and 2004, respectively. The
effective tax rate in fiscal year 2006 differed from the statutory rate of 35% primarily due to the tax benefit from
the release of valuation allowance and the tax benefit from the Extraterritorial Income Exclusion which was
partially offset by the tax impact of certain stock compensation charges under SFAS No. 123(R) and state income
tax expense. In fiscal year 2005, the effective tax rate differed from the statutory rate of 35% primarily due to the
tax benefit from the partial release of valuation allowance. In fiscal year 2004, the effective tax rate differed from
the statutory rate of 35% primarily due to state income tax expense.

We make certain estimates and judgments in determining income tax expense for financial statement
purposes. These estimates and judgments occur in the calculation of certain tax assets and liabilities, which arise
from differences in the timing of recognition of revenue and expense for tax and financial statement purposes.

As part of the process of preparing our Consolidated Financial Statements, we are required to estimate our
income taxes in each of the jurisdictions in which we operate. This process involves us estimating our current tax
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exposure under the most recent tax laws and assessing temporary differences resulting from differing treatment
of items for tax and accounting purposes. These differences result in deferred tax assets and liabilities, which are
included in our Consolidated Balance Sheets.

We assess the likelihood that we will be able to recover our deferred tax assets. We consider all available
evidence, both positive and negative, including historical levels of income, expectations and risks associated with
estimates of future taxable income and ongoing prudent and feasible tax planning strategies in assessing the need
for the valuation allowance. If it is not more likely than not that we will recover our deferred tax assets, we will
increase our provision for taxes by recording a valuation allowance against the deferred tax assets that we
estimate will not ultimately be recoverable. The available positive evidence at November 30, 2006, included four
years of historical operating profits and a projection of future income sufficient to realize most of our remaining
deferred tax assets. As a result of our analysis of all available evidence, both positive and negative, we recorded a
valuation allowance release of $15.8 million in fiscal year 2006. As of November 30, 2006, it was considered
more likely than not that our deferred tax assets would be realized with the exception of certain capital loss and
foreign tax credit carryovers as we cannot forecast sufficient future capital gains or foreign source income to
realize these deferred tax assets. The remaining valuation allowance of approximately $10.6 million as of
November 30, 2006, will result in an income tax benefit if and when we conclude it is more likely than not that
the related deferred tax assets will be realized.

As of November 30, 2006, we believed that the amount of deferred tax assets recorded on our balance sheet
would ultimately be recovered. However, should there be a change in our ability to recover our deferred tax
assets, our tax provision would increase in the period in which we determine that it is more likely than not that
we cannot recover our deferred tax assets. If we have to re-establish a full valuation allowance against our
deferred tax assets, it would result in an increase of $36.1 million to income tax expense.

Our income taxes payable for federal purposes have been reduced by the tax benefits associated with the
exercise of employee stock options during the fiscal year and utilization of net operating loss carryover
applicable to both stock options and acquired entities. The benefits applicable to stock options were credited
directly to stockholders’ equity and amounted to $24.7 million and $15.9 million for fiscal years 2006 and 2005,
respectively. The benefits applicable to acquired entities were credited directly to goodwill and amounted to $1.2
million in fiscal year 2005.

As of November 30, 2006, our federal and state net operating loss carryforwards for income tax purposes
were $428.2 million and $114.4 million, respectively, which expire through 2023. As of November 30, 2006, our
federal and state tax credit carryforwards for income tax purposes were $31.1 million and $20.1 million,
respectively. The federal tax credit carryforwards expire through 2025 and the state tax credits can be carried
forward indefinitely.

While we do not expect any impact to the effective tax rate for U.S. non-qualified stock option or restricted
stock expense due to the adoption of SFAS No. 123(R), the effective tax rate may be negatively impacted by
foreign stock option expense that may not be deductible in the foreign jurisdictions. Also, SFAS No. 123(R)
requires that the tax benefit of stock option deductions relating to incentive stock options be recorded in the
period of disqualifying disposition. This could result in significant fluctuations in our effective tax rate between
accounting periods.

We have elected to track the portion of our federal and state net operating loss and tax credit carryforwards
attributable to stock option benefits, in a separate memo account pursuant to SFAS No. 123(R). Therefore, these
amounts are no longer included in our gross or net deferred tax assets. Pursuant to SFAS No. 123(R), footnote
82, the benefit of these net operating loss and tax credit carryforwards will only be recorded to equity when they
reduce cash taxes payable.

As of November 30, 2006, our federal and state net operating loss carryforwards being accounted for in the
memo account were $385.4 million and $112.8 million, respectively. As of November 30, 2006, our federal and
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state tax credit carryforwards being accounted for in the memo account were $26.3 million and $9.7 million,
respectively.

In the event of a change in ownership, as defined under federal and state tax laws, our net operating loss and
tax credit carryforwards may be subject to annual limitations. The annual limitations may result in the expiration
of the net operating loss and tax credit carryforwards before utilization.

Liquidity and Capital Resources

Current Cash Flows

As of November 30, 2006, we had cash, cash equivalents and short-term investments totaling $539.6
million, representing an increase of $61.9 million from November 30, 2005. Our total cash and cash equivalent
balance was $138.9 million as of November 30, 2006. As of November 30, 2006, our short-term
available-for-sale investments totaled $400.7 million, primarily in high grade corporate bonds and U.S.
government debt securities.

Net cash provided by operating activities in fiscal year 2006 was $106.0 million, resulting from net income
of $72.9 million, adjusted for $29.1 million in non-cash charges and $4.0 million net change in assets and
liabilities. The non-cash charges include depreciation and amortization, stock-based compensation expense,
deferred income tax, and tax benefits from employee stock options, less excess stock-based compensation tax
benefits recorded to financing activities following the adoption of SFAS No. 123(R) in fiscal year 2006. Net
change in assets and liabilities include an increase in accounts receivable due to increased total revenue in fiscal
year 2006 compared to fiscal year 2005, an increase in deferred revenue due to increased maintenance revenue
billing, and increases in accounts payable, accrued liabilities and other assets.

To the extent that non-cash items increase or decrease our future operating results, there will be no
corresponding impact on our cash flows. After excluding the effects of these non-cash charges, the primary
changes in cash flows relating to operating activities result from changes in working capital. Our primary source
of operating cash flows is the collection of accounts receivable from our customers, including maintenance which
is typically billed annually in advance. Our operating cash flows are also impacted by the timing of payments to
our vendors for accounts payable and other liabilities. We generally pay our vendors and service providers in
accordance with the invoice terms and conditions. The timing of cash payments in future periods will be
impacted by the terms of an accounts payable arrangement.

Net cash used for investing activities was $143.1 million in fiscal year 2006, resulting primarily from the net
purchases of short-term investments of $130.1 million and $13.0 million in capital expenditures.

Net cash used for financing activities was $35.7 million in fiscal year 2006, resulting primarily from our
$77.7 million repurchase of shares of common stock on the open market, less $22.2 million cash received from
the exercise of stock options and the sale of stock under our Employee Stock Purchase Program, and $21.5
million excess tax benefits from stock-based compensation in accordance with the requirements of SFAS
No. 123(R).

In December 2005, our Board of Directors approved an eighteen-month stock repurchase program pursuant
to which we were authorized to repurchase up to $100.0 million of our outstanding common stock. In December
2006, the Audit Committee on behalf of our Board of Directors approved a new eighteen-month stock repurchase
program pursuant to which we may repurchase up to $100.0 million of our outstanding common stock. In
connection with approving the December 2006 stock repurchase program, the December 2005 stock repurchase
program was terminated and the remaining authorized amount under the program was canceled. As of
January 31, 2007, we have repurchased approximately 4.5 million shares of our outstanding common stock at an
average price of $9.34 per share pursuant to the December 2006 stock repurchase program.

39



We currently anticipate that our operating expenses will grow in absolute dollars for the foreseeable future,
and we intend to fund our operating expenses primarily through cash flows from operations. Our capital
expenditures are currently expected to be approximately $14.0 million to $18.0 million in fiscal year 2007. We
believe that our current cash, cash equivalents and short-term investments together with expected cash flows
from operations will be sufficient to meet our anticipated cash requirements for working capital, capital
expenditures, and currently approved stock repurchases for at least the next 12 months.

Commitments

In June 2003, we purchased our corporate headquarters with a $54.0 million mortgage note to lower our
operating costs. The principal balance of $33.9 million that will be remaining at the end of the ten-year term will
be due as a final lump sum payment on July 1, 2013. Under the currently applicable terms of the mortgage note
agreements, we are prohibited from acquiring another company without prior consent from the lender unless we
maintain at least $300.0 million of cash or cash equivalents, and meet other non-financial terms as defined in the
agreements. In addition, we are subject to certain non-financial covenants as defined in the agreements. We were
in compliance with all covenants as of November 30, 2006.

In conjunction with the purchase of our corporate headquarters, we entered into a 51-year land lease of the
land upon which the property is located. The lease was paid in advance for a total of $28.0 million, but is subject
to adjustments every ten years based upon changes in fair market value of the land. Should it become necessary,
we have the option to prepay any rent increases due as a result of a change in fair market value.

We have a $20.0 million revolving line of credit that matures on June 20, 2007. The revolving line of credit
is available for cash borrowings and for the issuance of letters of credit up to $20.0 million. As of November 30,
2006, no borrowings were outstanding under the facility and a $13.0 million irrevocable letter of credit was
outstanding, leaving $7.0 million of available credit for additional letters of credit or cash borrowings. The $13.0
million irrevocable letter of credit outstanding was issued in connection with the mortgage note payable. The
letter of credit automatically renews for successive one-year periods, until the mortgage note payable has been
satisfied in full. We are required to maintain a minimum of $40.0 million in unrestricted cash, cash equivalents
and short-term investments, net of total current and long-term indebtedness, as well as comply with other
non-financial covenants defined in the agreement. During fiscal year 2006, we were in compliance with all
covenants under the revolving line of credit.

As of November 30, 2006, we had $3.3 million in restricted cash in connection with bank guarantees issued
by some of our international subsidiaries. The cash collateral is presented as restricted cash and included in Other
Assets on the Consolidated Balance Sheet as of November 30, 2006.

As of November 30, 2006, our contractual commitments associated with indebtedness, lease obligations and
operational restructuring are as follows (in thousands):

Total 2007 2008 2009 2010 2011 Thereafter

Operating commitments:
Debt principal . . . . . . . . . . . . . . . $ 48,345 $ 1,892 $ 1,990 $ 2,094 $ 2,203 $2,318 $37,848
Debt interest . . . . . . . . . . . . . . . . 14,094 2,417 2,318 2,215 2,106 1,991 3,047
Operating leases . . . . . . . . . . . . . 32,617 6,403 6,258 5,352 4,160 3,432 7,012

95,056 10,712 10,566 9,661 8,469 7,741 47,907
Restructuring-related commitments:

Gross lease obligations . . . . . . . . 30,206 6,769 7,523 7,551 7,720 643 —
Estimated sublease income . . . . . (9,014) (2,293) (2,114) (2,178) (2,240) (189) —

21,192 4,476 5,409 5,373 5,480 454 —

Total commitments . . . . . . . . . . . . . . . $116,248 $15,188 $15,975 $15,034 $13,949 $8,195 $47,907
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Future minimum lease payments under restructured non-cancelable operating leases as of November 30,
2006 are included in accrued restructuring costs and accrued acquisition integration liabilities related to our
acquisition of Staffware. See also Note 7 to our Consolidated Financial Statements for further details on accrued
restructuring costs.

Indemnification

Our software license agreements typically provide for indemnification of customers for intellectual property
infringement claims. To date, no such claims have been filed against us. We also warrant to customers that
software products operate substantially in accordance with the software product’s specifications. Historically,
minimal costs have been incurred related to product warranties, and, as such, no accruals for warranty costs have
been made. In addition, we indemnify our officers and directors under the terms of indemnity agreements entered
into with them, as well as pursuant to our certificate of incorporation, bylaws and applicable provisions of
Delaware law. To date, we have incurred costs for the payment of legal fees in connection with the legal
proceedings detailed in Note 11 to our Consolidated Financial Statements.

Off Balance Sheet Arrangements

As of November 30, 2006, we had no off balance sheet arrangements as defined in Item 303(a)(4) of
Regulation S-K.

Recent Accounting Pronouncements

Recent accounting pronouncements are detailed in Note 2 to our Consolidated Financial Statements.

ITEM 7A.QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

We are exposed to the impact of interest rate changes and foreign currency fluctuations.

INTEREST RATE RISK

Our exposure to market rate risk for changes in interest rates relates primarily to our investment
portfolio. We invest excess cash in marketable debt instruments of the U.S. Government and its agencies, high-
quality corporate debt securities, asset-backed and mortgage-backed debt securities and obligations in foreign
sovereigns and, by policy, limit the amount of credit exposure to any one issuer. We protect and preserve
invested funds by limiting default, market and investment risk.

Investments in both fixed rate and floating rate interest earning instruments carry a degree of interest rate
risk. Fixed rate securities may have their fair market value adversely impacted due to a rise in interest rates,
while floating rate securities may produce less income than expected if interest rates fall. Due in part to these
factors, our future investment income may fall short of expectations due to changes in interest rates, or we may
suffer losses in principal if forced to sell securities which have declined in market value due to changes in
interest rates. As of November 30, 2006, we had an investment portfolio of fixed income securities totaling
$400.7 million, excluding those classified as cash and cash equivalents. Our investments consist primarily of
marketable debt instruments of the U.S. Government and its agencies, high-quality corporate debt securities,
asset-backed and mortgage-backed debt securities and obligations in foreign sovereigns. These securities are
classified as available-for-sale and are recorded on the balance sheets at fair market value with unrealized gains
or losses reported as a separate component of stockholders’ equity. Unrealized losses are charged against income
when a decline in fair market value is determined to be other-than-temporary. The specific identification method
is used to determine the cost of securities sold.

A hypothetical 100 basis point increase in interest rates would result in an approximate $3.4 million
decrease in the fair value of our available-for-sale debt securities as of November 30, 2006.
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FOREIGN CURRENCY RISK

We develop products in the United States of America and sell products in North America, South America,
Europe, Asia Pacific and Japan and the Middle East. As a result, our financial results could be affected by factors
such as changes in foreign currency exchange rates or weak economic conditions in foreign markets. The majority
of sales are currently made in U.S. dollars; however, a strengthening of the dollar could make our products less
competitive in foreign markets. We enter into forward contracts with financial institutions to manage our currency
exposure related to net assets and liabilities denominated in foreign currencies. These forward contracts are
generally settled monthly. We do not enter into derivative financial instruments for trading purposes.

As of November 30, 2006, we had five outstanding forward contracts with total notional amounts of $72.7
million, which are summarized as follows (in thousands):

Notional
Value

Local Currency

Notional
Value
USD

Fair Value
Gain/(Loss)

USD

Forward contracts (sold):
EURO . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 25,000 $33,147 $(205)
Australian Dollar . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,200 4,106 (31)
British Pound . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,000 25,596 (239)
Japanese Yen . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 200,000 1,731 (7)
South African Rand . . . . . . . . . . . . . . . . . . . . . . . . . . . . 58,000 8,104 20

$72,684 $(462)

We are also exposed to foreign exchange rate fluctuations as we convert the financial statements of our
foreign subsidiaries into U.S. dollars in consolidation. If there is a change in foreign currency exchange rates, the
conversion of the foreign subsidiaries’ financial statements into U.S. dollars will lead to a translation gain or loss
which is recorded as a component of other comprehensive income.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

Reference is made to the Index to Consolidated Financial Statements that appears on page F-1 of this
Annual Report on Form 10-K. The Report of Independent Registered Public Accounting Firm from
PricewaterhouseCoopers LLP, the Consolidated Financial Statements and the Notes to Consolidated Financial
Statements listed in the Index to Consolidated Financial Statements, which appear beginning on page F-2 of this
Annual Report on Form 10-K, are incorporated by reference into this Item 8.

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

Not applicable.

ITEM 9A.CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures. We maintain “disclosure controls and procedures,” as
such term is defined in Rule 13a-15(e) under the Exchange Act, that are designed to ensure that information
required to be disclosed by us in reports that we file or submit under the Exchange Act is recorded, processed,
summarized and reported within the time periods specified in SEC rules and forms, and that such information is
accumulated and communicated to our management, including our Chief Executive Officer and Chief Financial
Officer, as appropriate to allow timely decisions regarding required disclosure. In designing and evaluating our
disclosure controls and procedures, management recognized that disclosure controls and procedures, no matter
how well conceived and operated, can provide only reasonable, not absolute, assurance that the objectives of the
disclosure controls and procedures are met. Additionally, in designing disclosure controls and procedures, our
management necessarily was required to apply its judgment in evaluating the cost-benefit relationship of possible
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disclosure controls and procedures. The design of any disclosure controls and procedures also is based in part
upon certain assumptions about the likelihood of future events, and there can be no assurance that any design will
succeed in achieving its stated goals under all potential future conditions.

Based on their evaluation as of the end of the period covered by this Annual Report on Form 10-K, our
Chief Executive Officer and Chief Financial Officer have concluded that our disclosure controls and procedures
were effective.

Management’s Report on Internal Control over Financial Reporting. Our management is responsible for
establishing and maintaining adequate internal control over financial reporting as defined in Rule 13a-15(f) of the
Exchange Act. Because of its inherent limitations, internal control over financial reporting may not prevent or
detect misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk
that controls may become inadequate because of changes in conditions, or that the degree of compliance with the
policies or procedures may deteriorate.

We assessed the effectiveness of our internal control over financial reporting as of November 30, 2006. In
making this assessment, we used the criteria set forth by the Committee of Sponsoring Organizations of the
Treadway Commission in Internal Control—Integrated Framework. Based on our assessment using those
criteria, we concluded that our internal control over financial reporting was effective as of November 30, 2006.

Our management’s assessment of the effectiveness of our internal control over financial reporting as of
November 30, 2006, has been audited by PricewaterhouseCoopers LLP, an independent registered public
accounting firm, as stated in their report which appears on page F-2 of this Annual Report on Form 10-K.

Changes in Internal Control over Financial Reporting. There was no change in our internal control over
financial reporting that occurred during the fourth quarter of fiscal year 2006 that has materially affected, or is
reasonably likely to materially affect, our internal control over financial reporting.

ITEM 9B. OTHER INFORMATION

Not applicable.

PART III

ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT

The information required by this item concerning our directors and executive officers is incorporated by
reference from the information to be set forth in the sections entitled Election of Directors, Executive Officers
and Executive Compensation and Employment Agreements—Section 16(a) Beneficial Ownership Reporting
Compliance in our Proxy Statement for the 2007 Annual Meeting of Stockholders to be filed with the SEC within
120 days after the end of our fiscal year ended November 30, 2006.

We have adopted a Code of Ethics for Chief Executive and Senior Financial Officers that applies to our
Chief Executive Officer, Chief Financial Officer and Corporate Controller. The Code of Ethics is posted on our
website at www.tibco.com. The information concerning our Code of Ethics required by this item is incorporated
by reference from the information to be set forth in the section entitled Executive Compensation and
Employment Agreements—Code of Ethics in our Proxy Statement for the 2007 Annual Meeting of Stockholders
to be filed with the SEC within 120 days after the end of our fiscal year ended November 30, 2006. We intend to
disclose any amendment to the provisions of the Code of Ethics that apply specifically to our Chief Executive
Officer, Chief Financial Officer or Corporate Controller by posting such information on our website. We intend
to disclose any waiver to the provisions of the Code of Ethics that apply specifically to our Chief Executive
Officer, Chief Financial Officer or Corporate Controller by filing such information on a Current Report on Form
8-K with the SEC, to the extent such filing is required by Nasdaq’s listing requirements; otherwise, we will
disclose such waiver by posting such information on our website.
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ITEM 11. EXECUTIVE COMPENSATION

The information required by this item regarding executive compensation is incorporated by reference from
the information to be set forth in the sections entitled Election of Directors—Director Compensation, Executive
Compensation and Employment Agreements, Report of the Compensation Committee of the Board of Directors
and Stock Performance Graph in our Proxy Statement for the 2007 Annual Meeting of Stockholders to be filed
with the SEC within 120 days after the end of our fiscal year ended November 30, 2006.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
AND RELATED STOCKHOLDER MATTERS

The information required by this item regarding security ownership of certain beneficial owners and
management is incorporated by reference from the information to be set forth in the section entitled Security
Ownership of Certain Beneficial Owners and Management in our Proxy Statement for the 2007 Annual Meeting
of Stockholders to be filed with the SEC within 120 days after the end of our fiscal year ended November 30,
2006.

The information required by this item regarding equity compensation plans is incorporated by reference
from the section entitled Equity Compensation Plan Information set forth in Item 5 of this Annual Report on
Form 10-K.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

None.

ITEM 14. PRINCIPAL ACCOUNTING FEES AND SERVICES

The information required by this item regarding principal accounting fees and services is incorporated by
reference from the information to be set forth in the section entitled Ratification of Independent Registered
Public Accounting Firm in our Proxy Statement for the 2007 Annual Meeting of Stockholders to be filed with the
SEC within 120 days after the end of our fiscal year ended November 30, 2006.

PART IV

ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

(a) The following documents are filed as part of this Annual Report on Form 10-K:

1. Financial Statements. Please see the accompanying Index to Consolidated Financial Statements,
which appears on page F-1 of the Annual Report on Form 10-K. The Report of Independent Registered
Public Accounting Firm, the Consolidated Financial Statements and the Notes to Consolidated Financial
Statements listed in the Index to Consolidated Financial Statements, which appear beginning on page F-2 of
this Annual Report on Form 10-K, are incorporated by reference into Item 8 above.

2. Financial Statement Schedules. Financial Statement Schedules have been omitted because the
information required to be set forth therein is either not applicable or is included in the Consolidated
Financial Statements or the Notes to Consolidated Financial Statements.

3. Exhibits. See Item 15(b) below. Each management contract and compensatory plan or arrangement
required to be filed has been identified.

(b) Exhibits. The exhibits listed on the accompanying Exhibit Index immediately following the signature
page are filed as part of, or are incorporated by reference into, this Annual Report on Form 10-K.

(c) Financial Statement Schedules. Reference is made to Item 15(a)(2) above.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
TIBCO Software Inc.:

We have completed integrated audits of TIBCO Software Inc.’s Consolidated Financial Statements and of
its internal control over financial reporting as of November 30, 2006 in accordance with the standards of the
Public Company Accounting Oversight Board (United States). Our opinions, based on our audits, are presented
below.

Consolidated Financial Statements

In our opinion, the Consolidated Financial Statements listed in the accompanying index present fairly, in all
material respects, the financial position of TIBCO Software Inc. and its subsidiaries at November 30, 2006 and
2005, and the results of their operations and their cash flows for each of the three years in the period ended
November 30, 2006 in conformity with accounting principles generally accepted in the United States of America.
These financial statements are the responsibility of the Company’s management. Our responsibility is to express
an opinion on these financial statements based on our audits. We conducted our audits of these statements in
accordance with the standards of the Public Company Accounting Oversight Board (United States). Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit of financial statements includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles
used and significant estimates made by management, and evaluating the overall financial statement presentation.
We believe that our audits provide a reasonable basis for our opinion.

Internal control over financial reporting

Also, in our opinion, management’s assessment, included in Management’s Report on Internal Control Over
Financial Reporting appearing under Item 9A, that the Company maintained effective internal control over
financial reporting as of November 30, 2006 based on criteria established in Internal Control—Integrated
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO), is
fairly stated, in all material respects, based on those criteria. Furthermore, in our opinion, the Company
maintained, in all material respects, effective internal control over financial reporting as of November 30, 2006,
based on criteria established in Internal Control—Integrated Framework issued by the COSO. The Company’s
management is responsible for maintaining effective internal control over financial reporting and for its
assessment of the effectiveness of internal control over financial reporting. Our responsibility is to express
opinions on management’s assessment and on the effectiveness of the Company’s internal control over financial
reporting based on our audit. We conducted our audit of internal control over financial reporting in accordance
with the standards of the Public Company Accounting Oversight Board (United States). Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether effective internal control over
financial reporting was maintained in all material respects. An audit of internal control over financial reporting
includes obtaining an understanding of internal control over financial reporting, evaluating management’s
assessment, testing and evaluating the design and operating effectiveness of internal control, and performing such
other procedures as we consider necessary in the circumstances. We believe that our audit provides a reasonable
basis for our opinions.

A company’s internal control over financial reporting is a process designed to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles. A company’s internal control over financial reporting
includes those policies and procedures that (i) pertain to the maintenance of records that, in reasonable detail,
accurately and fairly reflect the transactions and dispositions of the assets of the company; (ii) provide reasonable
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
(continued)

with generally accepted accounting principles, and that receipts and expenditures of the company are being made
only in accordance with authorizations of management and directors of the company; and (iii) provide reasonable
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the
company’s assets that could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that
controls may become inadequate because of changes in conditions, or that the degree of compliance with the
policies or procedures may deteriorate.

As discussed in Notes 2 and 12 to the Consolidated Financial Statements, effective December 1, 2005, the
Company changed the manner in which it accounts for stock-based compensation.

/s/ PRICEWATERHOUSECOOPERS LLP

San Jose, California
February 9, 2007
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TIBCO SOFTWARE INC.

CONSOLIDATED BALANCE SHEETS
(In thousands, except par value)

November 30,

2006 2005

ASSETS
Current assets:

Cash and cash equivalents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 138,912 $ 208,756
Short-term investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 400,658 268,882
Accounts receivable, net of allowances of $4,255 and $4,521 . . . . . . . . . . . . . . . . 149,141 121,159
Due from related parties . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 1,243
Prepaid expenses and other current assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 35,699 18,111

Total current assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 724,410 618,151

Property and equipment, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 113,787 116,457
Goodwill . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 274,442 261,075
Acquired intangible assets, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 55,072 64,742
Long-term deferred income tax assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21,437 27,440
Other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 37,211 34,559

Total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,226,359 $1,122,424

LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities:

Accounts payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 12,651 $ 9,656
Accrued liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 74,347 59,872
Accrued restructuring and excess facilities costs . . . . . . . . . . . . . . . . . . . . . . . . . . 4,251 5,840
Deferred revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 102,269 82,300
Current portion of long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,892 1,798

Total current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 195,410 159,466

Accrued excess facilities costs, less current portion . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18,150 24,149
Deferred revenue, less current portion . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,151 —
Deferred income tax liabilities, less current portion . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11,439 13,875
Long-term debt, less current portion . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 46,453 48,345
Other long-term liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,749 2,970

Total liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 280,352 248,805

Commitments and contingencies (Note 10)

Stockholders’ equity:
Common stock, $0.001 par value; 1,200,000 shares authorized; 211,208 shares

and 210,548 shares issued and outstanding, respectively . . . . . . . . . . . . . . . . . . 211 211
Additional paid-in capital . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 909,289 928,830
Unearned stock-based compensation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — (123)
Accumulated other comprehensive income (loss) . . . . . . . . . . . . . . . . . . . . . . . . . 10,809 (14,346)
Retained earnings (accumulated deficit) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 25,698 (40,953)

Total stockholders’ equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 946,007 873,619

Total liabilities and stockholders’ equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . $1,226,359 $1,122,424

See accompanying Notes to Consolidated Financial Statements
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TIBCO SOFTWARE INC.

CONSOLIDATED STATEMENTS OF OPERATIONS
(In thousands, except per share data)

Year Ended November 30,

2006 2005 2004

Revenue:
License revenue:

Non-related parties . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $240,071 $187,850 $197,753
Related parties . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 16,038 16,333

Total license revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 240,071 203,888 214,086

Service and maintenance revenue:
Non-related parties . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 269,908 228,539 155,864
Related parties . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 6,973 12,692
Reimbursable expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,300 6,510 4,578

Total service and maintenance revenue . . . . . . . . . . . . . . . . . . . . . 277,208 242,022 173,134

Total revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 517,279 445,910 387,220

Cost of revenue:
License . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15,936 12,694 11,586
Service and maintenance . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 117,745 111,499 81,611

Total cost of revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 133,681 124,193 93,197

Gross profit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 383,598 321,717 294,023
Operating expenses:

Research and development . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 85,923 73,136 61,100
Sales and marketing . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 172,768 140,370 123,486
General and administrative . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 44,139 37,320 29,048
Restructuring charges (adjustment) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,042) 3,905 2,186
Amortization of acquired intangible assets . . . . . . . . . . . . . . . . . . . . . . . . 9,454 8,912 5,253
Acquired in-process research and development . . . . . . . . . . . . . . . . . . . . . — — 2,200

Total operating expenses . . . . . . . . . . . . . . . . . . . . . . . . . . 311,242 263,643 223,273

Income from operations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 72,356 58,074 70,750

Interest income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19,936 13,318 8,436
Interest expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (3,171) (2,711) (2,771)
Other income (expense), net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,437 (1,600) (2,700)

Income before provision for income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 90,558 67,081 73,715

Provision for (benefit from) income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17,694 (5,474) 28,795

Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 72,864 $ 72,555 $ 44,920

Net income per share:
Basic . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0.35 $ 0.34 $ 0.22

Diluted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0.33 $ 0.32 $ 0.20

Shares used in computing net income per share:
Basic . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 209,538 213,263 207,506

Diluted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 218,075 223,977 220,927

See accompanying Notes to Consolidated Financial Statements
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TIBCO SOFTWARE INC.

CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY AND
COMPREHENSIVE INCOME

(In thousands)

Common Stock Additional
Paid-in
Capital

Unearned
Stock-
Based

Compen-
sation

Accumulated
Other

Compre-
hensive
Income
(Loss)

Retained
Earnings

(Accumulated
Deficit)

Total
Stockholders’

EquityShares Amount

Balances, November 30, 2003 . . . . . . . . . . . . 213,366 $213 $ 921,038 $(254) $ 225 $(158,428) $ 762,794
Components of comprehensive income:

Net income . . . . . . . . . . . . . . . . . . . . . . . . — — — — — 44,920 44,920
Foreign currency translation adjustment,

no tax . . . . . . . . . . . . . . . . . . . . . . . . . . — — — — 2,449 — 2,449
Unrealized loss on investments, no tax . . — — — — (1,972) — (1,972)

Comprehensive income . . . . . . . . . . 45,397

Common stock repurchased from Reuters and
retired . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (16,788) (17) (114,983) — — — (115,000)

Common stock repurchased and retired . . . . . (75) — (702) — — — (702)
Common stock issued for acquisition of

Staffware . . . . . . . . . . . . . . . . . . . . . . . . . . . 10,935 11 92,259 — — — 92,270
Common stock options exercised, net . . . . . . . 5,362 6 24,850 — — — 24,856
Common stock issued for employee stock

purchase program . . . . . . . . . . . . . . . . . . . . . 1,112 1 5,046 — — — 5,047
Tax benefits from employee stock option

plans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — 6,006 — — — 6,006
Unearned stock-based compensation, net . . . . — — (291) 105 — — (186)

Balances, November 30, 2004 . . . . . . . . . . . . 213,912 214 933,223 (149) 702 (113,508) 820,482
Components of comprehensive income:

Net income . . . . . . . . . . . . . . . . . . . . . . . . — — — — — 72,555 72,555
Foreign currency translation adjustment,

net of $784 tax . . . . . . . . . . . . . . . . . . . — — — — (14,904) — (14,904)
Unrealized loss on investments, no tax . . — — — — (144) — (144)

Comprehensive income . . . . . . . . . . 57,507

Common stock repurchased and retired . . . . . (6,550) (7) (48,293) — — — (48,300)
Common stock options exercised, net . . . . . . . 2,524 3 13,556 — — — 13,559
Common stock issued for employee stock

purchase program . . . . . . . . . . . . . . . . . . . . . 662 1 4,041 — — — 4,042
Tax benefits from employee stock option

plans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — 26,210 — — — 26,210
Unearned stock-based compensation, net . . . . — — 93 26 — — 119

Balances, November 30, 2005 . . . . . . . . . . . . 210,548 211 928,830 (123) (14,346) (40,953) 873,619
Components of comprehensive income:

Net income . . . . . . . . . . . . . . . . . . . . . . . . — — — — — 72,864 72,864
Foreign currency translation adjustment,

net of $(5,759) tax . . . . . . . . . . . . . . . . — — — — 23,451 — 23,451
Unrealized gain on investments, no

tax . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — — — 1,704 — 1,704

Comprehensive income . . . . . . . . . . 98,019

Common stock repurchased and retired . . . . . (9,893) (10) (71,449) — — (6,213) (77,672)
Common stock options exercised, net . . . . . . . 9,115 9 20,268 — — — 20,277
Common stock issued for employee stock

purchase program . . . . . . . . . . . . . . . . . . . . . 261 — 1,966 — — — 1,966
Tax benefits from employee stock option

plans . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — — 13,980 — — — 13,980
Stock-based compensation, net . . . . . . . . . . . . — — 15,818 — — — 15,818
Transfer of unearned stock-based

compensation upon adoption of SFAS
No. 123(R) . . . . . . . . . . . . . . . . . . . . . . . . . . — — (123) 123 — — —

Restricted stock awards . . . . . . . . . . . . . . . . . . 1,177 1 (1) — — — —

Balances, November 30, 2006 . . . . . . . . . . . . 211,208 $211 $ 909,289 $ — $ 10,809 $ 25,698 $ 946,007

See accompanying Notes to Consolidated Financial Statements
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TIBCO SOFTWARE INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)

Year Ended November 30,

2006 2005 2004

Operating activities:
Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 72,864 $ 72,555 $ 44,920
Adjustments to reconcile net income to net cash provided by operating activities:

Depreciation of property and equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15,641 14,990 13,152
Amortization of acquired intangible assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14,776 14,870 11,955
Stock-based compensation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15,818 129 236
Purchased in-process research and development . . . . . . . . . . . . . . . . . . . . . . . — — 2,200
Realized (gain) loss on investments, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (783) 275 402
Deferred income tax . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (19,549) (21,893) 666
Tax benefits related to acquisitions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 1,149 4,315
Tax benefits related to employee stock option plans . . . . . . . . . . . . . . . . . . . . 24,695 15,851 6,006
Excess tax benefits from stock-based compensation . . . . . . . . . . . . . . . . . . . . (21,482) — —
Loss (gain) on disposal of property and equipment . . . . . . . . . . . . . . . . . . . . . (16) 109 —
Changes in operating assets and liabilities:

Accounts receivable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (28,002) (8,764) (36,817)
Due from related parties, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,243 1,643 (73)
Prepaid expenses and other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (4,935) (2,853) 4,410
Accounts payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,008 2,774 1,315
Accrued liabilities and excess facilities costs . . . . . . . . . . . . . . . . . . . . . . 8,559 (26,823) 16,461
Deferred revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 24,113 18,816 5,592

Net cash provided by operating activities . . . . . . . . . . . . . . . . . . . . . 105,950 82,828 74,740

Investing activities:
Purchases of short-term investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (407,639) (231,489) (530,754)
Maturities and sales of short-term investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 277,588 254,917 757,085
Acquisitions, net of cash acquired . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — (24,849) (115,009)
Purchases of private equity investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (82) (382) (454)
Proceeds from sales of private equity investments . . . . . . . . . . . . . . . . . . . . . . . . . . 1,488 — —
Purchases of property and equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (12,974) (14,946) (7,101)
Restricted cash pledged as security . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,506) (465) 4,565

Net cash provided by (used in) investing activities . . . . . . . . . . . . . . (143,125) (17,214) 108,332

Financing activities:
Proceeds from issuance of common stock . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22,243 17,601 29,499
Repurchases of the Company’s common stock . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (77,672) (48,300) (115,702)
Excess tax benefits from stock-based compensation . . . . . . . . . . . . . . . . . . . . . . . . 21,482 — —
Principal payments on long term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,798) (1,708) (1,626)

Net cash used in financing activities . . . . . . . . . . . . . . . . . . . . . . . . . (35,745) (32,407) (87,829)

Effect of foreign exchange rate changes on cash and cash equivalents . . . . . . . . . . . . . . 3,076 (5,300) 2,328

Net increase (decrease) in cash and cash equivalents . . . . . . . . . . . . . . . . . . . . . . . . . . . . (69,844) 27,907 97,571

Cash and cash equivalents at beginning of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 208,756 180,849 83,278

Cash and cash equivalents at end of year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 138,912 $ 208,756 $ 180,849

Supplemental disclosures:
Income taxes paid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 15,083 $ 7,915 $ 4,445

Interest paid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 2,627 $ 2,711 $ 2,771

Supplemental disclosures of non-cash investing and financing activities:
Common stock and options issued for acquisitions . . . . . . . . . . . . . . . . . . . . . . . . . $ — $ — $ 92,270

Fair value of net assets (liabilities) assumed in acquisitions . . . . . . . . . . . . . . . . . . . $ — $ (514) $ 23,850

See accompanying Notes to Consolidated Financial Statements
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TIBCO SOFTWARE INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Organization and Business

TIBCO Software Inc. (“TIBCO,” the “Company,” “we” or “us”) is the successor to a portion of the business
of Teknekron Software Systems, Inc. (“Teknekron”). Teknekron developed software, known as The Information
Bus® (“TIB”) technology, for the integration and delivery of market data, such as stock quotes, news and other
financial information in trading rooms of large banks and financial services institutions. In 1992, Teknekron
expanded its development efforts to include solutions designed to enable complex and disparate manufacturing
equipment and software applications, primarily in the semiconductor fabrication market, to communicate within
the factory environment. Teknekron was acquired by Reuters Group PLC (“Reuters”), the global information
company, in 1994. Following the acquisition, continued development of the TIB® technology was undertaken to
expand its use in the financial services markets.

In January 1997, TIBCO was established as an entity separate from Teknekron. We were formed to create
and market software solutions for use in the integration of business information, processes and applications. In
connection with our establishment as a separate entity, Reuters transferred to us certain assets and liabilities
related to our business and granted to us a royalty-free license to the intellectual property from which some of
our messaging software products originated.

In February 2004, Reuters sold 69 million of our outstanding shares in a registered public offering and we
repurchased from Reuters and retired 16.8 million shares of our common stock. Since February 2004, Reuters’
ownership of our issued and outstanding shares has been less than 10%, and as of November 30, 2006 and 2005,
Reuters’ ownership was less than 1% of our issued and outstanding common stock.

2. Summary of Significant Accounting Policies

Principles of Consolidation

The Consolidated Financial Statements include the accounts of TIBCO and our wholly owned subsidiaries.
All significant intercompany balances and transactions have been eliminated in consolidation.

Fiscal Years

Our fiscal year is a twelve month period ending on November 30 of a stated year. For the purpose of
presentation, we also refer to the fiscal years ended November 30, 2006, 2005 and 2004, as our fiscal years 2006,
2005 and 2004, respectively.

Use of Estimates

The preparation of the Consolidated Financial Statements in conformity with generally accepted accounting
principles in the United States of America requires management to make estimates and assumptions that affect
the reported amounts of assets and liabilities, disclosure of contingent assets and liabilities at the date of the
financial statements, and the reported amounts of revenue and expenses during the reporting period. Actual
results could differ from those estimates.

Revenue Recognition

License revenue consists principally of revenue earned under software license agreements. License revenue
is generally recognized when a signed contract or other persuasive evidence of an arrangement exists, the
software has been shipped or electronically delivered, the license fee is fixed or determinable and collection of
the resulting receivable is reasonably assured. When contracts contain multiple elements wherein vendor-specific
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TIBCO SOFTWARE INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

objective evidence exists for all undelivered elements, we account for the delivered elements in accordance with
the “Residual Method” prescribed by the American Institute of Certified Public Accountants’ (“AICPA”)
Statement of Position (“SOP”) No. 98-9, Modification of SOP-97-2, Software Revenue Recognition, With Respect
to Certain Transactions. Revenue from subscription license agreements, which include software, rights to
unspecified future products and maintenance, is recognized ratably over the term of the subscription period.

Revenue on shipments to resellers, which is generally subject to certain rights of return and price protection,
is recognized when the products are sold by the resellers to an end-user customer and recorded net of related
costs to the resellers. Provided all other revenue criteria are met, the upfront, minimum, non-refundable license
fees from OEM customers are generally recognized upon delivery and on-going royalty fees are generally
recognized upon reports of units shipped.

Professional services revenue consists primarily of revenue received for assisting with the implementation
of our software, on-site support, training and other consulting services. Many customers who license our software
also enter into separate professional services arrangements with the Company. In determining whether
professional services revenue should be accounted for separately from license revenue, we evaluate, among other
factors: the nature of our software products; whether they are ready for use by the customer upon receipt; the
nature of our implementation services, which typically do not involve significant customization to or
development of the underlying software code; the availability of services from other vendors; whether the timing
of payments for license revenue is coincident with performance of services; and whether milestones or
acceptance criteria exist that affect the realizability of the software license fee. Substantially all of our
professional services arrangements are billed on a time and materials basis and, accordingly, are recognized as
the services are performed. Contracts with fixed or not-to-exceed fees are recognized on a proportional
performance basis. If there is significant uncertainty about the project completion or receipt of payment for
professional services, revenue is deferred until the uncertainty is sufficiently resolved. Training revenue is
recognized as training services are delivered.

For arrangements that do not qualify for separate accounting for the license and professional services
revenues, including arrangements that involve significant modification or customization of the software, that
include milestones or customer specific acceptance criteria that may affect collection of the software license fees,
or where payment for the software license is tied to the performance of professional services, software license
revenue is generally recognized together with the professional services revenue using either the
percentage-of-completion or completed-contract method. Under the percentage-of-completion method, revenue
recognized is equal to the ratio of costs expended to date to the anticipated total contract costs, based on current
estimates of costs to complete the project. If the total estimated costs to complete a project exceed the total
contract amount, indicating a loss, the entire anticipated loss would be recognized currently.

Maintenance revenue consists of fees for providing software updates on a when and if available basis and
technical support for software products (“post-contract customer support” or “PCS”). Maintenance revenue is
recognized ratably over the term of the agreement.

Payments received in advance of services performed are deferred. Allowances for estimated future returns
and discounts are provided for upon recognition of revenue.

Fair Value of Financial Instruments

Carrying amounts of our financial instruments including accounts receivable, accounts payable and accrued
liabilities approximate fair value due to their short maturities. The fair values of our available-for-sale
investments in marketable securities and derivative instruments are detailed further in Note 3.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

Concentration of Credit Risk

Our cash, cash equivalents, short-term investments and accounts receivable are potentially subject to
concentration of credit risk. Cash, cash equivalents and investments are deposited with financial institutions that
management believes are creditworthy. Our accounts receivable are derived from revenue earned from customers
located primarily in the United States and Europe. We perform ongoing credit evaluations of our customers’
financial condition and, generally, require no collateral from our customers. We maintain an allowance for
doubtful accounts receivable based on various factors, including our review of credit profiles of our customers,
contractual terms and conditions, current economic trends and historical payment experience; see Note 4 for
further details. We do not expect to incur material losses with respect to financial instruments that potentially
subject the Company to concentration of credit risk.

No customer accounted for more than 10% of total revenue in fiscal years 2006, 2005 or 2004. No customer
had a balance in excess of 10% of our net accounts receivable as of November 30, 2006 or 2005.

Cash, Cash Equivalents, and Short-Term Investments

We consider all highly liquid investment securities with remaining maturities at the date of purchase of three
months or less to be cash equivalents. Management determines the appropriate classification of marketable
securities at the time of purchase and evaluates such designation as of each balance sheet date. To date, all
marketable securities have been classified as available-for-sale and are carried at fair value with unrealized gains
and losses, if any, included as a component of accumulated other comprehensive income (loss) in stockholders’
equity. These available-for-sale investments are presented as current assets as they are subject to use within one
year in current operations. Interest, dividends and realized gains and losses are included in interest income and
other income (expense). Realized gains and losses are recognized based on the specific identification method.

Valuation and Impairment of Short-Term Investments

We monitor our investment portfolio for impairment on a periodic basis. In the event that the carrying value
of an investment exceeds its fair value and the decline in value is determined to be other-than-temporary, an
impairment charge is recorded and a new cost basis for the investment is established. In order to determine
whether a decline in value is other-than-temporary, we evaluate, among other factors: the duration and extent to
which the fair value has been less than the carrying value; our financial condition and business outlook, including
key operational and cash flow metrics, current market conditions and future trends in the industry; our relative
competitive position within the industry; and our intent and ability to retain the investment for a period of time
sufficient to allow for any anticipated recovery in fair market value.

Other Investments

Our investments also include minority equity investments in privately held companies that are generally
carried at cost basis and are included in other assets on the balance sheets. The fair value of these investments is
dependent on the performance of the companies in which we invested, as well as the volatility inherent in
external markets for these investments. In assessing potential impairment, we consider these factors as well as
each of the companies’ cash position, earnings/revenue outlook, liquidity and management/ownership. If we
believe that an other-than-temporary decline exists, we write down the investment to market value and record the
related write-down as a loss on investments in our Consolidated Statements of Operations. The carrying value of
our minority equity investments is $1.6 million and $2.3 million as of November 30, 2006 and 2005,
respectively. For the fiscal year ended November 30, 2006, we sold one of our private equity investments and
realized a net gain of $0.7 million. No impairment losses were incurred in the periods presented.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—(Continued)

Property and Equipment

Property and equipment are stated at cost, net of accumulated depreciation. Depreciation is computed using
the straight-line method over the estimated useful lives of the assets as follows:

Estimated useful lives

Buildings . . . . . . . . . . . . . . . . . . . . . . 25 years
Equipment and software . . . . . . . . . . . 2 – 5 years
Furniture and fixtures . . . . . . . . . . . . . 5 years
Leasehold improvements . . . . . . . . . . Shorter of the lease term or the estimated useful life

Depreciation expense for property and equipment was $15.6 million, $15.0 million and $13.2 million in
fiscal years 2006, 2005 and 2004, respectively.

Goodwill

In accordance with Statement of Financial Accounting Standards (“SFAS”) No. 142, Goodwill and Other
Intangible Assets, goodwill and intangible assets with indefinite useful lives are not amortized, but are tested for
impairment at least annually or as circumstances indicate their value may no longer be recoverable. We do not
have intangible assets with indefinite useful lives other than goodwill. Goodwill impairment testing is a two-step
process: first, we screen for impairment, and if any possible impairment exists, we then undertake a second step
of measuring such impairment. We generally perform our goodwill impairment test annually in our fourth fiscal
quarter, and the last impairment test was completed for the fiscal year ended November 30, 2006. SFAS No. 142
requires impairment testing based on reporting units. We periodically re-evaluate our business and have
determined that we continue to operate in one segment, which we consider our sole reporting unit. Therefore,
goodwill was tested and will continue to be tested for impairment at the enterprise level. To date, we have
determined that there has been no impairment of goodwill.

Impairment of Long-Lived Assets

We evaluate the recoverability of our long-lived assets which includes amortizable intangible and tangible
assets in accordance with SFAS No. 144, Accounting for the Impairment or Disposal of Long-Lived Assets. Our
acquired intangible assets with definite useful lives are amortized over their useful lives. We evaluate long-lived
assets, other than goodwill, for impairment whenever events or changes in circumstances indicate that the
carrying value of long-lived assets may not be recoverable. We recognize such impairment in the event the net
book value of such assets exceeds the future undiscounted cash flows attributable to such assets. No impairment
losses were incurred in the periods presented.

Restructuring and Integration Costs

Our restructuring charges are comprised primarily of costs related to properties abandoned in connection
with facilities consolidation, related write-downs of leasehold improvements and severance and associated
employee termination costs related to headcount reductions. For restructuring actions initiated prior to
December 31, 2003, we followed the guidance provided by Emerging Issues Task Force (“EITF”) Issue
No. 94-3, Liability Recognition for Certain Employee Termination Benefits and Other Costs To Exit an Activity
(Including Certain Costs Associated with a Restructuring) and EITF Issue No. 88-10, Costs Associated with
Lease Modification or Termination. We recorded the liability related to these termination costs when the plan
was approved; the termination benefits were determined and communicated to the employees; the number of
employees to be terminated, their locations and jobs were specifically identified; and the period of time to
implement the plan was set. For restructuring actions initiated after January 1, 2003, we adopted SFAS No. 146,
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Accounting for Costs Associated with Exit or Disposal Activities, which requires that a liability for costs
associated with an exit or disposal activity be recognized and measured initially at fair value only when the
liability is incurred.

Our restructuring charges included accruals for estimated losses on facility costs based on our contractual
obligations net of estimated sublease income based on current comparable market rates for leases. We reassess
this liability periodically based on market conditions. Revisions to our estimates of this liability could materially
impact our operating results and financial position in future periods if anticipated events and key assumptions,
such as the timing and amounts of sublease rental income, either change or do not materialize.

Stock-Based Compensation

Change in Accounting Principle

On December 1, 2005, the first day of our fiscal year 2006, we adopted SFAS No. 123 (revised 2004),
Share-Based Payment (“SFAS No. 123(R)”), which requires the measurement and recognition of compensation
expense for all stock-based awards based on estimated fair values. Pro forma disclosure is no longer an
alternative to financial statement recognition. We elected to use the modified prospective transition method as
permitted by SFAS No. 123(R) and therefore have not restated our financial results for prior periods. Under this
transition method, the post adoption stock-based compensation expense also includes expense for all stock-based
awards granted prior to, but not yet vested as of December 1, 2005, and the estimated fair values of which were
established on the grant dates in accordance with the original provisions of SFAS No. 123, Accounting for Stock-
Based Compensation. SFAS No. 123(R) supersedes previous accounting under Accounting Principles Board
Opinion (“APB”) No. 25, Accounting for Stock Issued to Employees, and also amends SFAS No. 95, Statement of
Cash Flows. In March 2005, the Securities and Exchange Commission (“SEC”) issued Staff Accounting Bulletin
(“SAB”) No. 107 providing supplemental implementation guidance for SFAS No. 123(R). We have applied the
provisions of SAB No. 107 in our adoption of SFAS No. 123(R). Our fiscal year 2006 financial results reflect the
impact of SFAS No. 123(R).

Prior to the adoption of SFAS No. 123(R), we accounted for stock-based awards to employees and directors
using the intrinsic value method in accordance with APB No. 25 as allowed under SFAS No. 123. Under the
intrinsic value method, no stock-based compensation expense for employee stock options had been recognized in
our Consolidated Statements of Operations for the periods presented, because the exercise price of our stock
options granted to employees and directors equaled the fair market value of the underlying stock at the date of
grant. Prior to December 1, 2005, the stock-based compensation expense mainly comprised of compensation
associated with non-employee equity awards, stock options assumed from business combinations and stock
options granted before our initial public offering.

Upon adoption of SFAS No. 123(R), we selected the Black-Scholes option pricing model as the most
appropriate method for determining the estimated fair value for stock-based awards. The Black-Scholes model
requires the use of highly subjective and complex assumptions which determine the fair value of stock-based
awards, including the option’s expected term and the price volatility of the underlying stock. We determined that
a blend of implied volatility and historical volatility is more reflective of the market conditions and a better
indicator of expected volatility than solely using historical volatility. The value of the portion of the post
adoption award that is ultimately expected to vest is recognized as expense over the requisite service (vesting)
periods on a straight-line basis in our Consolidated Statements of Operations and the expense has been reduced
for estimated forfeitures. SFAS No. 123(R) requires forfeitures to be estimated at the time of grant and revised, if
necessary, in subsequent periods if actual forfeitures differ from those estimates. Prior to fiscal year 2006, we
accounted for forfeitures as they occurred for the purposes of pro forma information under SFAS No. 123, as
disclosed in our Notes to Consolidated Financial Statements for the related periods. For stock options granted
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prior to December 1, 2005, stock-based compensation is amortized on an accelerated basis and will continue to
be recognized using the accelerated approach. This is the same manner applied in the pro forma disclosure under
SFAS No. 123 and SFAS No. 148, Accounting for Stock-Based Compensation—Transition and Disclosure. The
cumulative impact due to the change in accounting principles for forfeitures was immaterial, and therefore was
not recorded as a separate line item in our Consolidated Financial Statements.

As a result of adopting SFAS No. 123(R), income before income taxes and net income in fiscal year 2006
were lower by $15.8 million and $13.5 million, respectively, and both basic and diluted earnings per share in
fiscal year 2006 were $0.06 per share lower than if we had continued to account for stock-based compensation
under APB No. 25. In addition, prior to the adoption of SFAS No. 123(R), we presented the tax benefit of stock
option exercises as operating cash flows. $21.5 million of tax benefit resulting from tax deductions in excess of
the tax benefit related to compensation cost recognized for those options are classified as financing cash flows in
fiscal year 2006 due to the adoption of SFAS No. 123(R).

Upon adoption of SFAS No. 123(R), we have elected the “long form” method for calculating the tax effects
of stock-based compensation pursuant to SFAS No. 123(R), paragraph 81. Under the “long form” method, we
determine the beginning balance of the additional paid-in capital pool (“APIC pool”) related to the tax effects of
the employee stock-based compensation “as if” we had adopted the recognition provisions of SFAS No. 123
since its effective date of January 1, 1995. We also determine the subsequent impact on the APIC pool and
Consolidated Statement of Cash Flows of the tax effect of employee stock–based compensation awards that were
issued after the adoption of SFAS No. 123(R) and outstanding at the adoption date.

Consistent with prior years, we use the “with and without” approach as described in EITF Topic No. D-32 in
determining the order in which our tax attributes are utilized. The “with and without” approach results in the
recognition of the windfall stock option tax benefits only after all other tax attributes of ours have been
considered in the annual tax accrual computation. Also consistent with prior years, we consider the indirect
effects of the windfall deduction on the computation of other tax attributes, such as the R&D credit and the
domestic production activities deduction, as an additional component of equity. This incremental tax effect is
recorded to additional paid-in capital when realized.

Prior Years Pro-forma Disclosure

If the fair value based method prescribed by SFAS No. 123 had been applied in measuring employee stock-
based compensation expenses in fiscal years 2005 and 2004, the pro-forma effect on net income and net income
per share would have been as follows (in thousands, except income per share amounts):

November 30,

2005 2004

Net income, as reported . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 72,555 $ 44,920
Stock-based compensation expense for employees previously determined

under intrinsic value method, net of tax effect . . . . . . . . . . . . . . . . . . . . 24 94
Stock-based compensation expense determined under fair value method,

net of related tax effects . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (22,993) (38,080)

Pro forma net income, after effect of stock-based compensation for
employees . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 49,586 $ 6,934

Basic net income per share:
As reported . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0.34 $ 0.22
Pro forma . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0.23 $ 0.03

Diluted net income per share:
As reported . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0.32 $ 0.20
Pro forma . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0.23 $ 0.03
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Income Taxes

We make certain estimates and judgments in determining income tax expense for financial statement
purposes. These estimates and judgments occur in the calculation of certain tax assets and liabilities, which arise
from differences in the timing of recognition of revenue and expense for tax and financial statement purposes.

We assess the likelihood that we will be able to recover our deferred tax assets. We consider all available
evidence, both positive and negative, including historical levels of income, expectations and risks associated with
estimates of future taxable income and ongoing prudent and feasible tax planning strategies in assessing the need
for the valuation allowance. If it is not more likely than not that we will recover our deferred tax assets, we will
increase our provision for taxes by recording a valuation allowance against the deferred tax assets that we
estimate will not ultimately be recoverable.

Foreign Currency Translation

All of our foreign subsidiaries use the local currency of their respective countries as their functional
currency. Assets and liabilities of these subsidiaries are translated into U.S. dollars at exchange rates at the
balance sheet date. Income and expense items are translated at average exchange rates for the period. Cumulative
translation adjustments are included as a component of accumulated other comprehensive income (loss) in
stockholders’ equity. We recorded foreign currency transaction gain (loss) of $0.8 million, $(1.4) million and
$(2.3) million in fiscal years 2006, 2005 and 2004, respectively, in other income (expense), net in our
Consolidated Statements of Operations.

Capitalized Software Development Costs

Costs related to research and development are generally charged to expense as incurred. Capitalization of
material software development costs begins when a product’s technological feasibility has been established in
accordance with the provisions of SFAS No. 86, Accounting for the Costs of Computer Software to be Sold,
Leased, or Otherwise Marketed. To date, the period between achieving technological feasibility, which we have
defined as the establishment of a working model, and which typically occurs when beta testing commences, and
the general availability of such software has been very short. Accordingly, software development costs have been
expensed as incurred.

Costs related to software acquired, developed or modified solely to meet our internal requirements and for
which there are no substantive plans to market are capitalized in accordance with the provisions of AICPA SOP
No. 98-1, Accounting for the Costs of Computer Software Developed or Obtained for Internal Use. Costs
incurred after the preliminary planning stage of the project and after management has authorized and committed
funds to the project are capitalized. Costs capitalized for computer software developed or obtained for internal
use are included in Property and Equipment on the Consolidated Balance Sheets.

Advertising Expense

Advertising costs are expensed as incurred and totaled approximately $1.2 million, $1.1 million and $0.4
million in fiscal years 2006, 2005 and 2004, respectively.

Derivative Financial Instruments

We account for derivative instruments and hedging activities under SFAS No. 133, Accounting for
Derivative Instruments and Hedging Activities. This statement establishes accounting and reporting standards for
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derivative instruments and requires recognition of all derivatives as assets or liabilities in the statement of
financial position and measurement of those instruments at fair value. Derivatives that are not hedges must be
adjusted to fair value through earnings. If the derivative is a hedge, depending on the nature of the hedge, its
change in fair value will either be offset against the change in fair value of the hedged asset or liability, firm
commitment through earnings or recognized in other comprehensive income (loss) until the hedged item is
recognized in earnings.

To manage currency exposure related to net assets and liabilities denominated in foreign currencies, we
enter into forward contracts for certain foreign denominated assets or liabilities. We do not enter into derivative
financial instruments for trading purposes. We had five outstanding forward contracts with a total notional
amount of $72.7 million as of November 30, 2006. These derivative instruments are not designed for hedge
accounting and are adjusted to fair value through other income (expense) net, under the Consolidated Statements
of Operations. The loss on fair value of these forward contracts as of November 30, 2006 was approximately $0.5
million.

These derivative instruments are not intended to subject us to material balance sheet risk due to exchange
rate movements because gains and losses on these derivatives are intended to offset gains and losses on the
foreign currency denominated assets and liabilities being hedged. As of November 30, 2006, the outstanding
foreign currency forward contracts had maturities of 30 days or less.

Recent Accounting Pronouncements

In May 2005, the Financial Accounting Standards Board (“FASB”) issued SFAS No. 154, Accounting
Changes and Error Corrections, which replaces APB Opinion No. 20, Accounting Changes and SFAS No. 3,
Reporting Accounting Changes in Interim Financial Statements—An Amendment of APB Opinion No. 28.
SFAS No. 154 provides guidance on the accounting for and reporting of accounting changes and error
corrections. It establishes retrospective application, or the latest practicable date, as the required method for
reporting a change in accounting principle and the reporting of a correction of an error. SFAS No. 154 is
effective for accounting changes and corrections of errors made in fiscal years beginning after December 15,
2005 and is required to be adopted by us in the first quarter of fiscal year 2007. We are currently evaluating the
effect that the adoption of SFAS No. 154 will have on our consolidated results of operations and financial
condition but do not expect it to have a material impact.

In June 2006, the FASB issued Interpretation No. (“FIN”) 48, Accounting for Uncertainty in Income Taxes.
This interpretation requires companies to determine whether it is more likely than not that a tax position will be
sustained upon examination by the appropriate taxing authorities before any part of the benefit can be recorded in
the financial statements. FIN 48 provides guidance on de-recognition, classification, accounting in interim
periods and disclosure requirements for tax contingencies. FIN 48 is effective for fiscal years beginning after
December 15, 2006 and is required to be adopted by TIBCO in the first quarter of fiscal year 2008. The
differences between the amounts recognized in the statements of financial position prior to the adoption of FIN
48 and the amounts reported after adoption will be accounted for as a cumulative-effect adjustment recorded to
the beginning balance of retained earnings. We are currently assessing the impact that FIN 48 will have on our
results of operations and financial position.

In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements. SFAS No. 157 defines fair
value, establishes a framework and gives guidance regarding the methods used for measuring fair value, and
expands disclosures about fair value measurements. SFAS No. 157 is effective for financial statements issued for
fiscal years beginning after November 15, 2007, and interim periods within those fiscal years. We are currently
assessing the impact that SFAS No. 157 will have on our results of operations and financial position.
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In September 2006, the FASB issued SFAS No. 158, Employers’ Accounting for Defined Benefit Pension
and Other Postretirement Plans—An Amendment of FASB No. 87, 88, 106 and 132(R). SFAS No. 158 requires
that the funded status of defined benefit postretirement plans be recognized on the company’s balance sheet, and
changes in the funded status be reflected in comprehensive income, effective fiscal years ending after
December 15, 2006, which we expect to adopt effective November 30, 2007. SFAS No. 158 also requires
companies to measure the funded status of the plan as of the date of its fiscal year end, effective for fiscal years
ending after December 15, 2008. We expect to adopt the measurement provisions of SFAS No. 158 effective
November 30, 2009. Based upon our November 30, 2006 balance sheet and with insignificant foreign pension
plan obligations, we do not expect the adoption of SFAS No. 158 to have a material impact on our results of
operations and financial position.

In September 2006, the SEC released SAB No. 108, Considering the Effects of Prior Year Misstatements
when Quantifying Misstatements in Current Year Financial Statements. SAB No. 108 provides interpretive
guidance on the SEC’s views regarding the process of quantifying materiality of financial statement
misstatements. SAB No. 108 is effective for fiscal years ending after November 15, 2006, with early application
for the first interim period ending after November 15, 2006. We adopted SAB No. 108 in the fourth quarter of
fiscal year 2006. We have not discovered material errors in prior years with material effect as of the reporting
date.

3. Investment in Marketable Securities

Marketable securities, which are classified as available-for-sale, are summarized below as of November 30,
2006 and 2005 (in thousands):

Classified on Balance Sheet

Purchased/
Amortized Cost

Gross
Unrealized

Gains

Gross
Unrealized

Losses
Aggregate
Fair Value

Cash
and Cash

Equivalents
Short-term
Investments

As of November 30, 2006
U.S. Government debt

securities . . . . . . . . . . . . . . . $104,759 $ 97 $ (313) $104,543 $ — $104,543
Corporate debt securities . . . . . 177,983 104 (370) 177,717 21,758 155,959
Asset-backed securities . . . . . . 90,223 272 (165) 90,330 — 90,330
Mortgage-backed securities . . . 48,759 113 (49) 48,823 — 48,823
Obligations in foreign

sovereigns . . . . . . . . . . . . . . 1,004 — (1) 1,003 — 1,003
Money market funds . . . . . . . . 3,597 — — 3,597 3,597 —

$426,325 $586 $ (898) $426,013 $ 25,355 $400,658

As of November 30, 2005
U.S. Government debt

securities . . . . . . . . . . . . . . . $117,639 $— $ (950) $116,689 $ — $116,689
Corporate debt securities . . . . . 270,779 10 (797) 269,992 153,823 116,169
Asset-backed securities . . . . . . 36,273 7 (264) 36,016 — 36,016
Marketable equity securities . . 6 2 — 8 — 8
Money market funds . . . . . . . . 8,865 — — 8,865 8,865 —

$433,562 $ 19 $(2,011) $431,570 $162,688 $268,882
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Fixed income securities included in short-term investments above, are summarized by their contractual
maturities as follows (in thousands):

November 30,

2006 2005

Contractual maturities:
Less than one year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $165,453 $152,520
One to three years . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 235,205 116,354

$400,658 $268,874

The following table summarizes the net realized gains (losses) on short term investments for the fiscal years
presented (in thousands):

Year Ended November 30,

2006 2005 2004

Realized gains . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 205 $ — $ 2,508
Realized losses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (160) (275) (2,924)

Net realized gains (losses) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 45 $(275) $ (416)

In accordance with EITF No. 03-1, The Meaning of Other-Than-Temporary Impairment and Its Application
to Certain Investments, the following table summarizes the fair value and gross unrealized losses related to
available-for-sale securities, aggregated by investment category and length of time that individual securities have
been in a continuous unrealized loss position, as of November 30, 2006 (in thousands):

Less than 12 months More than 12 months Total

Fair Value

Gross
Unrealized

Losses
Fair

Value

Gross
Unrealized

Losses Fair Value

Gross
Unrealized

Losses

U.S. Government debt securities . . . . . . . . . $ 25,706 $(100) $32,102 $(213) $ 57,808 $(313)
Corporate debt securities . . . . . . . . . . . . . . . 66,369 (162) 37,254 (208) 103,623 (370)
Asset-backed securities . . . . . . . . . . . . . . . . 17,305 (18) 15,601 (147) 32,906 (165)
Mortgage-backed securities . . . . . . . . . . . . . 19,383 (49) — — 19,383 (49)
Obligations in foreign sovereigns . . . . . . . . 1,002 (1) — — 1,002 (1)

$129,765 $(330) $84,957 $(568) $214,722 $(898)

U.S. Government Debt Securities: The unrealized losses on our investments in U.S. Treasury obligations
and direct obligations of U.S. Government agencies were caused by rising interest rates. The contractual terms of
these investments do not permit the issuer to settle the securities at a price less than the amortized cost of the
investment. Because we have the ability and intent to hold these investments until a recovery of fair value, which
may be maturity, we do not consider these investments to be other-than-temporarily impaired as of November 30,
2006.

Corporate Debt Securities: The unrealized losses on our investments in corporate bonds were caused by
rising interest rates. The contractual terms of these investments do not permit the issuer to settle the securities at a
price less than the amortized cost of the investment. The corporate bonds that we hold are all high investment grade,
and no credit events occurred which relate to any of these corporate bonds. Therefore, we do not believe it is
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probable that we will be unable to collect all amounts due according to the contractual terms of the investments. It is
expected that the corporate bonds would not be settled at a price less than the amortized cost of the investment.
Because we have the ability and intent to hold these investments until a recovery of fair value, which may be
maturity, we do not consider these investments to be other-than-temporarily impaired as of November 30, 2006.

Asset-Backed Securities: The unrealized losses on our investments in asset-backed securities were caused
by rising interest rates. The contractual terms of these investments do not permit the issuer to settle the securities
at a price less than the amortized cost of the investment. The asset-backed securities that we hold are all high
investment grade, and no credit events occurred which relate to any of these asset-backed securities. Therefore,
we do not believe it is probable that we will be unable to collect all amounts due according to the contractual
terms of the investments. It is expected that the asset-backed securities would not be settled at a price less than
the amortized cost of the investment. Because we have the ability and intent to hold these investments until a
recovery of fair value, which may be maturity, we do not consider these investments to be other-than-temporarily
impaired as of November 30, 2006.

Mortgage-Backed Securities: The unrealized losses on our investments in mortgage-backed securities
were caused by rising interest rates. The contractual terms of these investments do not permit the issuer to settle
the securities at a price less than the amortized cost of the investment. The mortgage-backed securities that we
hold are all high investment grade, and no credit events occurred which relate to any of these mortgage-backed
securities. Therefore, we do not believe it is probable that we will be unable to collect all amounts due according
to the contractual terms of the investments. It is expected that the mortgage-backed securities would not be
settled at a price less than the amortized cost of the investment. Because we have the ability and intent to hold
these investments until a recovery of fair value, which may be maturity, we do not consider these investments to
be other-than-temporarily impaired as of November 30, 2006.

Obligations in Foreign Sovereigns: The unrealized losses on our investments in foreign sovereign
obligations were caused by rising interest rates. The contractual terms of these investments do not permit the
issuer to settle the securities at a price less than the amortized cost of the investment. Because we have the ability
and intent to hold these investments until a recovery of fair value, which may be maturity, we do not consider
these investments to be other-than-temporarily impaired as of November 30, 2006.

4. Accounts Receivable and Allowances for Doubtful Accounts, Returns and Discounts

Accounts receivable, net by category is as follows (in thousands):

November 30,

2006 2005

Accounts receivable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $141,493 $116,434
Unbilled fees and services . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11,903 9,246

153,396 125,680
Less: Allowances for doubtful accounts, returns and discounts . . . . . . . . . . . . (4,255) (4,521)

Net accounts receivable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $149,141 $121,159

Trade accounts receivable are recorded at invoiced or to be invoiced amounts and do not bear interest. We
perform ongoing credit evaluations of our customers’ financial condition and, generally, require no collateral
from our customers. Allowances for doubtful accounts, returns and discounts were established based on various
factors including credit profiles of our customers, contractual terms and conditions, historical payments, returns
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and discounts experience, and current economic trends. We review our allowances monthly by assessing
individual accounts receivable over a specific aging and amount, and all other balances on a pooled basis based
on historical collection experience. Accounts receivable are written off on a case-by-case basis, net of any
amounts that may be collected.

The following is a summary of activities in allowances for doubtful accounts, returns and discounts for the
fiscal years indicated (in thousands):

Year ended November 30,

Allowances
Beginning
Balance

Charged
Against
Revenue

Charged
to

Expenses

Write-offs,
Adjustments,

Net of
Recovery

Allowances
Ending
Balance

2006 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $4,521 $2,770 $(1,000) $(2,036) $4,255
2005 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,845 1,599 197 (1,120) 4,521
2004 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,715 — 230 (1,100) 3,845

5. Property and Equipment

Property and equipment by category is as follows (in thousands):

November 30,

2006 2005

Buildings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 77,938 $ 77,938
Equipment and software . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 65,468 64,498
Furniture and fixtures . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,956 6,569
Facility improvements . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 43,101 39,284

193,463 188,289
Less: Accumulated depreciation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (79,676) (71,832)

$113,787 $116,457

Building Acquisition

In June 2003, we purchased the four buildings comprising our corporate headquarters in Palo Alto,
California for $80.0 million. In connection with the purchase we entered into a 51-year lease of the land upon
which the buildings are located. The lease was paid in advance in the amount of $28.0 million; see Note 10 for
further details. The total consideration paid for the land lease and the buildings was $108.0 million, which was
comprised of $54.0 million in cash and a $54.0 million mortgage note payable; see Notes 8 and 10 for further
details.

The capitalized cost of the buildings was reduced by the existing deferred rent in the amount of $3.1 million
related to the previous operating lease on the buildings. In addition, we capitalized $1.1 million of acquisition
costs incurred in connection with the purchase. The net purchase price of the buildings of $78.0 million is stated
at cost, net of accumulated depreciation, and is included as a component of Property and Equipment on the
Consolidated Balance Sheets. Depreciation is computed using the straight-line method over the estimated useful
life of 25 years.
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6. Goodwill and Other Acquired Intangible Assets

Goodwill

The changes in the carrying amount of goodwill for the fiscal years ended November 30, 2006 and 2005 are
as follows (in thousands):

Goodwill

Balance as of November 30, 2004 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $265,137
Acquisition of ObjectStar . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,359
Tax benefit from acquired deferred tax assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,149)
Foreign currency translation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (8,957)
Write-back excess accrued integration cost for Talarian * . . . . . . . . . . . . . . . . . . . . . . (878)
Other adjustments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (437)

Balance as of November 30, 2005 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 261,075
Foreign currency translation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21,083
Tax benefit related to acquired deferred tax assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . (7,716)

Balance as of November 30, 2006 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $274,442

* In fiscal year 2002, we acquired Talarian Corporation (“Talarian”), a provider of infrastructure software that
enables businesses to exchange information in real time, both internally and with their partners, suppliers
and customers. We recorded $68.3 million of goodwill in connection with this acquisition in fiscal year
2002, which had taken into account accrued acquisition integration expenses for incremental costs to exit
and consolidate activities at various Talarian facilities. In the fourth quarter of fiscal year 2005, we
determined that there were no further liabilities related to Talarian facilities, and therefore the carrying value
of goodwill was reduced by $0.9 million.

Acquired Intangible Assets

Our acquired intangible assets are subject to amortization on a straight line basis over their estimated useful
lives as follows:

Estimated Life Weighted Average Life

Developed technologies . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3 to 5 years 4.8 years
Customer base . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3 to 5 years 4.8 years
Patents/core technologies . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4 to 8 years 7.7 years
Trademarks . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.5 to 5 years 4.9 years
Non-compete agreements . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2 to 3 years 2.3 years
OEM customer royalty agreements . . . . . . . . . . . . . . . . . . . . . . 5 years 5.0 years
Maintenance agreements . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.5 to 9 years 8.2 years
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The carrying values of our amortized acquired intangible assets are as follows (in thousands):

November 30, 2006 November 30, 2005

Gross
Carrying
Amount

Accumulated
Amortization

Net
Carrying
Amount

Gross
Carrying
Amount

Accumulated
Amortization

Net
Carrying
Amount

Developed technologies . . . . . . . . . . . . . $ 48,515 $(34,279) $14,236 $ 45,721 $(27,811) $17,910
Customer base . . . . . . . . . . . . . . . . . . . . . 22,721 (13,561) 9,160 21,156 (9,380) 11,776
Patents/core technologies . . . . . . . . . . . . 16,500 (5,201) 11,299 14,671 (2,689) 11,982
Trademarks . . . . . . . . . . . . . . . . . . . . . . . 5,398 (3,478) 1,920 4,947 (2,568) 2,379
Non-compete agreements . . . . . . . . . . . . 680 (597) 83 680 (530) 150
OEM customer royalty agreements . . . . 1,000 (917) 83 1,000 (717) 283
Maintenance agreements . . . . . . . . . . . . 25,549 (7,258) 18,291 24,280 (4,018) 20,262

$120,363 $(65,291) $55,072 $112,455 $(47,713) $64,742

Amortization of developed technologies is recorded in cost of revenue, while the amortization of other
acquired intangible assets is included in operating expenses. The following summarizes the amortization expense
of acquired intangible assets for the fiscal years indicated (in thousands):

Year Ended November 30,

2006 2005 2004

Amortization of acquired intangible assets:
In cost of revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 5,322 $ 5,958 $ 6,702
In operating expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,454 8,912 5,253

$14,776 $14,870 $11,955

The estimated future amortization of acquired intangible assets as of November 30, 2006 is as follows
(in thousands):

Year ending November 30,

2007 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $14,655
2008 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14,329
2009 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11,149
2010 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,888
2011 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,655
Thereafter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,396

$55,072

7. Accrued Restructuring and Integration Costs

Accrued Integration Costs

In connection with our acquisitions of Staffware in the third quarter of fiscal year 2004, and Talarian in the
second quarter of fiscal year 2002, we recorded accruals for acquisition integration liabilities which include the
incremental costs to exit and consolidate activities at acquired locations, termination of certain employees, and
other costs to integrate operating locations and other activities of the acquired companies. The accruals were
recorded using the guidance provided by EITF No. 95-3, Recognition of Liabilities in a Purchase Business
Combination, which requires that these acquisition integration expenses, which are not associated with the
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generation of future revenues and have no future economic benefit, be reflected as assumed liabilities in the
allocation of the purchase price to the net assets acquired.

In connection with our acquisition of Staffware, we recorded an accrual of $2.9 million for the estimated
expenses due to the Staffware facilities that we expected to abandon. In addition, we recorded an accrual of $2.6
million for severance related to the termination of redundant Staffware personnel and $0.2 million related to the
cancellation of certain marketing programs.

In connection with the acquisition of Talarian, we abandoned the Talarian facilities and recorded an accrual
of $7.4 million for the estimated losses to be incurred to sublet such facilities. In addition, we recorded an accrual
of $1.0 million for severance related to the termination of redundant personnel. As of November 30, 2005, we
had determined that there were no future liabilities relating to Talarian acquisition integration costs and
consequently released the excess accrual of $0.9 million, offsetting goodwill by the same amount.

Accrued Restructuring Costs

2002 Restructuring Program. In fiscal year 2002, we recorded restructuring charges totaling $49.3
million, consisting of $1.7 million for headcount reductions and $47.6 million related to consolidation of
facilities. These restructuring charges were recorded to align our cost structure with changing market conditions.
We expected to fulfill our cash obligation no later than 2011. We had been working with corporate real estate
brokers to sublease unoccupied facilities. Currently, these vacated facilities are fully occupied by our tenants.

In the third quarter of fiscal year 2004, we recorded $2.2 million in additional restructuring charges related
to properties vacated in connection with facilities consolidation. The additional restructuring charges resulted
from revisions to our estimates of future sublease income due to continued weakness of the applicable real estate
market. The estimated excess facilities costs were based on our contractual obligations, net of estimated sublease
income, based on current comparable rates for leases in their respective markets.

In the fourth quarter of fiscal year 2006, we recorded a $1.0 million credit adjustment to the restructuring
charges related to properties vacated in connection with facilities consolidation. The adjustment resulted from
revisions to our estimates of future sublease income due to the recovery of the applicable real estate markets and
adding a new tenant to the remaining vacated facilities.

2005 Restructuring Program. In fiscal year 2005, we initiated a restructuring plan designed to re-align our
resources and cost structure and, accordingly, recognized a restructuring charge of approximately $3.9 million
for the resulting workforce reduction. The restructuring plan eliminated 49 employees, across all functions and
primarily in our European operations; this plan had been completed by the end of fiscal year 2006.
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The following is a summary of activities in accrued restructuring and integration costs for each of the three
fiscal years ended November 30, 2006, 2005 and 2004 (in thousands):

Accrued Excess Facilities Accrued Severance and Other

Headquarter
Facilities

Talarian
Integration

Staffware
Integration Subtotal Restructuring

Staffware
Integration Subtotal Total

As of November 30, 2003 . . . . . . . . . $38,370 $ 4,152 $ — $42,522 $ — $ — $ — $ 42,522
Restructuring charge . . . . . . . . . 2,186 — — 2,186 — — — 2,186
Acquisition integration costs . . . — — 2,913 2,913 — 2,774 2,774 5,687
Cash utilized . . . . . . . . . . . . . . . (6,135) (1,693) (68) (7,896) — (1,719) (1,719) (9,615)
Non-cash write-down of

furniture and fixture . . . . . . . . — (358) — (358) — — — (358)

As of November 30, 2004 . . . . . . . . . 34,421 2,101 2,845 39,367 — 1,055 1,055 40,422
Restructuring charge . . . . . . . . . — — — — 3,905 — 3,905 3,905
Acquisition integration costs . . . — (878) — (878) — (352) (352) (1,230)
Cash utilized . . . . . . . . . . . . . . . (6,196) (1,223) (827) (8,246) (3,158) (690) (3,848) (12,094)
Non-cash write-down of

furniture and fixture . . . . . . . . (120) — (881) (1,001) — — — (1,001)

As of November 30, 2005 . . . . . . . . . 28,105 — 1,137 29,242 747 13 760 30,002
Restructuring adjustment . . . . . . (1,042) — — (1,042) — — — (1,042)
Cash utilized . . . . . . . . . . . . . . . (5,219) — (580) (5,799) (747) (13) (760) (6,559)

As of November 30, 2006 . . . . . . . . . $21,844 $ — $ 557 $22,401 $ — $ — $ — $ 22,401

The remaining accrued excess facilities costs represent the estimated loss on abandoned facilities, net of
sublease income, which is expected to be paid over the next four years. As of November 30, 2006, $18.2 million
of the $22.4 million accrued restructuring and excess facilities costs were classified as long-term liabilities based
on our current expectation that we will have to pay the remaining lease payments over the remaining term of the
related leases.

8. Long Term Debt and Line of Credit

Mortgage Note Payable

In connection with the purchase of our corporate headquarters in June 2003, we recorded a $54.0 million
mortgage note payable to a financial institution collateralized by the commercial real property acquired. The
balance on the mortgage note payable was $48.3 million and $50.1 million as of November 30, 2006 and 2005,
respectively.

The mortgage note payable carries a fixed annual interest rate of 5.09% and a 20-year amortization. The
$33.9 million principal balance that will be remaining at the end of the ten-year term will be due as a final lump
sum payment on July 1, 2013. Under the currently applicable terms of the mortgage note agreements, we are
prohibited from acquiring another company without prior consent from the lender unless we maintain at least
$300.0 million of cash or cash equivalents, and meet other non-financial terms as defined in the agreements. In
addition, we are subject to certain non-financial covenants as defined in the agreements. We were in compliance
with all covenants as of November 30, 2006.
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Line of Credit

We have a $20.0 million revolving line of credit that matures on June 20, 2007. The revolving line of credit
is available for cash borrowings and for the issuance of letters of credit up to $20.0 million. As of November 30,
2006, no borrowings were outstanding under the facility and a $13.0 million irrevocable letter of credit was
outstanding, leaving $7.0 million of available credit for additional letters of credit or cash borrowings. The $13.0
million irrevocable letter of credit outstanding was issued in connection with the mortgage note payable. The
letter of credit automatically renews for successive one-year periods, until the mortgage note payable has been
satisfied in full. We are required to maintain a minimum of $40.0 million in unrestricted cash, cash equivalents
and short-term investments, net of total current and long-term indebtedness, as well as comply with other
non-financial covenants defined in the agreement. As of November 30, 2006, we were in compliance with all
covenants under the revolving line of credit.

9. Other Balance Sheet Components

Certain other balance sheet components are summarized below (in thousands):

November 30,

2006 2005

Other non-current assets:
Prepaid land lease . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $25,575 $26,124
Private equity investments, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,636 2,305
Restricted cash . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,304 1,798
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,696 4,332

$37,211 $34,559

Accrued liabilities:
Compensation and benefits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $50,113 $36,879
Taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10,312 7,911
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,922 15,082

$74,347 $59,872

10. Commitments and Contingencies

Letters of Credit and Bank Guarantees

In connection with the mortgage note payable, we entered into an irrevocable letter of credit in the amount
of $13.0 million; see Notes 5 and 8 for further details. The letter of credit is collateralized by the line of credit
and automatically renews for successive one-year periods until the mortgage note payable has been satisfied in
full.

In connection with a facility lease, we have an irrevocable letter of credit in the amount of $4.5 million. The
letter of credit automatically renews annually for the duration of the lease term, which expires in December 2010.

As of November 30, 2006, in connection with bank guarantees issued by some of our international
subsidiaries, we had $3.3 million of restricted cash which is included in other assets on our Consolidated Balance
Sheets.
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Prepaid Land Lease

In June 2003, we entered into a 51-year lease of the land upon which our corporate headquarters is located.
The lease was paid in advance for a total of $28.0 million, but is subject to adjustments every ten years based
upon changes in fair market value. Should it become necessary, we have the option to prepay any rent increases
due as a result of a change in fair market value. This prepaid land lease is being amortized using the straight-line
method over the life of the lease; the portion to be amortized over the next 12 months is included in prepaid
expenses and other current assets, and the remainder is included in other assets on our Consolidated Balance
Sheets.

Operating Commitments

At various locations worldwide, we lease office space and equipment under non-cancelable operating leases
with various expiration dates through April 2015. Rental expense was approximately $8.8 million, $8.5 million
and $7.1 million in fiscal years 2006, 2005 and 2004, respectively.

As of November 30, 2006, contractual commitments associated with indebtedness and lease obligations
were as follows (in thousands):

Total 2007 2008 2009 2010 2011 Thereafter

Operating commitments:
Debt principal . . . . . . . . . . . . . . . $ 48,345 $ 1,892 $ 1,990 $ 2,094 $ 2,203 $2,318 $37,848
Debt interest . . . . . . . . . . . . . . . . 14,094 2,417 2,318 2,215 2,106 1,991 3,047
Operating leases . . . . . . . . . . . . . 32,617 6,403 6,258 5,352 4,160 3,432 7,012

95,056 10,712 10,566 9,661 8,469 7,741 47,907

Restructuring-related commitments:
Gross lease obligations . . . . . . . . 30,206 6,769 7,523 7,551 7,720 643 —
Estimated sublease income . . . . . (9,014) (2,293) (2,114) (2,178) (2,240) (189) —

21,192 4,476 5,409 5,373 5,480 454 —

Total commitments . . . . . . . . . . . $116,248 $15,188 $15,975 $15,034 $13,949 $8,195 $47,907

Future minimum lease payments under restructured non-cancelable operating leases as of November 30,
2006 are included in accrued restructuring costs and accrued acquisition integration liabilities related to our
acquisition of Staffware; see Note 7 for further details.
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Derivative Instruments

We conduct business in North America, South America, Europe, Asia Pacific and Japan and the Middle
East. As a result, our financial results could be affected by factors such as changes in foreign currency exchange
rates or changes in economic conditions in foreign markets. The majority of our sales are currently made in U.S.
dollars. We enter into forward contracts with financial institutions to manage our currency exposure related to net
assets and liabilities denominated in foreign currencies. These forward contracts are generally settled monthly.
Our forward contracts reduce, but do not eliminate, the impact of currency exchange rate movements. We do not
enter into derivative financial instruments for trading purposes. Gains and losses on forward contracts are
included in other income (expense) in our Consolidated Statements of Operations. We had five outstanding
forward contracts with total notional amounts of $72.7 million as of November 30, 2006, which are summarized
as follows (in thousands):

Notional
Value

Local Currency

Notional
Value
USD

Fair Value
Gain (Loss)

USD

Forward contracts (sold):
EURO . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 25,000 $33,147 $(205)
Australian Dollar . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,200 4,106 (31)
British Pound . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,000 25,596 (239)
Japanese Yen . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 200,000 1,731 (7)
South African Rand . . . . . . . . . . . . . . . . . . . . . . . . . . . . 58,000 8,104 20

$72,684 $(462)

Indemnifications

Our software license agreements typically provide for indemnification of customers for intellectual property
infringement claims. To date, no such claims have been filed against us. We also warrant to customers that
software products operate substantially in accordance with the software product’s specifications. Historically, we
have incurred minimal costs related to product warranties, and, as such, no accruals for warranty costs have been
made. In addition, we indemnify our officers and directors under the terms of indemnity agreements entered into
with them, as well as pursuant to our certificate of incorporation, bylaws and applicable Delaware law. To date,
we have incurred costs for the payment of legal fees in connection with the legal proceedings detailed in Note 11.

11. Legal Proceedings

Securities Class Action and Shareholder Derivative Suits

In May 2005, three purported shareholder class action complaints were filed against us and several of our
officers in the U.S. District Court for the Northern District of California. The plaintiffs in such actions are
seeking to represent a class of purchasers of our common stock from September 21, 2004, through March 1,
2005. Plaintiffs generally allege that we made false or misleading statements concerning our operating results,
our business and internal controls and the integration of Staffware. The actions were consolidated and in
September 2006, the U.S. District Court for the Northern District of California dismissed the litigation with
prejudice. Plaintiffs have filed a notice of appeal. Plaintiffs seek unspecified monetary damages. We intend to
defend ourselves vigorously; however, we expect to incur significant costs in mounting such defense.

In September 2005, a shareholder derivative complaint was filed against certain of our officers and directors
in the Superior Court of the State of California, Santa Clara County. The complaint was based on substantially
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similar facts and circumstances as the class actions and generally alleged that the named directors and officers
breached their fiduciary duties to TIBCO. In December 2006, plaintiff voluntarily dismissed the litigation
without prejudice.

IPO Allocation Suit

We, certain of our directors and officers and certain investment bank underwriters have been named in a
putative class action for violation of the federal securities laws in the U.S. District Court for the Southern District
of New York, captioned “In re TIBCO Software Inc. Initial Public Offering Securities Litigation.” This is one of
a number of cases challenging underwriting practices in the initial public offerings (each, an “IPO”) of more than
300 companies, which have been coordinated for pretrial proceedings as “In re Initial Public Offering Securities
Litigation.” Plaintiffs generally allege that the underwriters engaged in undisclosed and improper underwriting
activities, namely the receipt of excessive brokerage commissions and customer agreements regarding post-
offering purchases of stock in exchange for allocations of IPO shares. Plaintiffs also allege that various
investment bank securities analysts issued false and misleading analyst reports. The complaint against us claims
that the purported improper underwriting activities were not disclosed in the registration statements for our IPO
and secondary public offering and seeks unspecified damages on behalf of a purported class of persons who
purchased our securities or sold put options during the time period from July 13, 1999, to December 6, 2000.

A lawsuit with similar allegations of undisclosed improper underwriting practices, and part of the same
coordinated proceedings, is pending against Talarian, which we acquired in 2002. That action is captioned “In re
Talarian Corp. Initial Public Offering Securities Litigation.” The complaint against Talarian, certain of its
underwriters and certain of its former directors and officers claims that the purported improper underwriting
activities were not disclosed in the registration statement for Talarian’s IPO and seeks unspecified damages on
behalf of a purported class of persons who purchased Talarian securities during the time period from July 20,
2000, to December 6, 2000.

A proposal to settle the claims against all of the issuers and individual defendants in the coordinated
litigation was accepted by us and given preliminary approval by the U.S. District Court for the Southern District
of New York. The completion of the settlement is subject to a number of conditions, including final approval by
the U.S. District Court for the Southern District of New York. Under the settlement, the plaintiffs will dismiss
and release all claims against participating defendants in exchange for a contingent payment guaranty by the
insurance companies collectively responsible for insuring the issuers in the action, and the assignment or
surrender to the plaintiffs of certain claims the issuer defendants may have against the underwriters. Under the
guaranty, the insurers will be required to pay an amount equal to $1.0 billion less any amounts ultimately
collected by the plaintiffs from the underwriter defendants in all the cases. Unlike most of the defendant issuers’
insurance policies, including ours, Talarian’s policy contains a specific self-insured retention in the amount of
$0.5 million for IPO “laddering” claims, including those alleged in this matter. Thus, under the proposed
settlement, if any payment is required under the insurers’ guaranty, our subsidiary, Talarian, would be
responsible for paying its pro rata share of the shortfall, up to $0.5 million of the self-insured retention remaining
under its policy.

In April 2006, the U.S. District Court for the Southern District of New York held a fairness hearing in
connection with the motion for final approval of the settlement in the coordinated litigation. The U.S. District
Court for the Southern District of New York has yet to issue a ruling on the motion for final approval. The
settlement remains subject to a number of conditions, including final court approval. In December 2006, the
Court of Appeals for the Second Circuit reversed the U.S. District Court for the Southern District of New York’s
October 2004 order certifying a class in six test cases that were selected by the underwriter defendants and
plaintiffs in the coordinated proceedings. TIBCO and Talarian are not among the test cases, and it is unclear what
impact this will have on the classes certified in TIBCO’s and Talarian’s cases.
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12. Stock Benefit Plans and Stock-Based Compensation

Stock Benefit Plans

1996 Stock Option Plan. In 1996, we adopted the 1996 Stock Option Plan (the “1996 Stock Plan”). The
1996 Stock Plan provides for the granting of stock options and stock awards to our employees and consultants.

Stock options granted under the 1996 Stock Plan may be either incentive stock options or nonqualified stock
options. Incentive stock options may be granted only to employees (including officers and directors who are
employees). Nonqualified stock options may be granted to our employees and consultants. Stock options are
granted generally at fair market value on the date of grant and generally vest over four years. Generally, stock
options granted from our 1996 Stock Plan prior to December 1, 2005, have a contractual term of ten years from
the date of grant, and stock options granted from our 1996 Stock Plan on or after December 1, 2005, have a
contractual term of seven years from the date of grant.

We currently issue stock awards in the form of restricted stock and restricted stock units to our employees
(including officers and directors who are employees) in addition to stock options. Restricted stock is issued at the
time of grant, but held in escrow until it is vested. Generally, restricted stock vests over a four-year period, at a
rate of 25% per year on the anniversary of the vesting commencement date. The recipient of restricted stock
becomes the owner of record of the stock immediately upon grant. The balance of unvested restricted stock will
be forfeited and automatically transferred back to the Company at no cost upon the employee’s discontinuing
employment for any reason. Restricted stock units generally vest over four years, at a rate of 25% per year on the
anniversary of the vesting commencement date. Subject to certain restrictions, common stock will be issued upon
vesting of the restricted stock units. The recipient of restricted stock units does not acquire any rights as a
stockholder until the restricted stock units are settled upon vesting, and the recipient actually receives shares of
our common stock.

Our stock option agreements and stock award agreements generally provide for partial accelerated vesting if
there is a change in control of the Company. Also, one employee has entered into an agreement with the
Company and certain employees are covered by a change in control and severance plan that provide for partial
accelerated vesting if there is a change in control of the Company.

The 1996 Stock Plan provides for an automatic increase to the number of shares of common stock reserved
for issuance to be added on the first day of each fiscal year, equal to the lesser of (i) 60 million shares, (ii) 5% of
the outstanding shares of our common stock or (iii) a lesser amount determined by the Board of Directors. As of
November 30, 2006, there were 26.2 million shares reserved for grants under the 1996 Stock Plan. As of
November 30, 2006, there were 37.4 million shares underlying stock options, 1.2 million shares of restricted
stock and 0.3 million shares underlying restricted stock units outstanding under the 1996 Stock Plan. We expect
to continue granting a majority of our new equity grants from the reserved shares under this plan for the
foreseeable future.

Talarian Stock Option Plans. In April 2003, we assumed all of the Talarian Stock Option Plans (the
“Talarian Plans”) in connection with our acquisition of Talarian. At the date of acquisition, all outstanding
options of Talarian common stock were converted, according to the exchange ratio, into options of our common
stock with terms and conditions equivalent to those applicable at the time of conversion. As of November 30,
2006, there were no shares reserved for grant and approximately 28,000 shares underlying options outstanding
under the Talarian Plans.

2000 Extensibility Stock Option Plan. In 2000, we adopted the 2000 Extensibility Stock Option Plan (the
“Extensibility Plan”) in connection with options assumed in our acquisition of Extensibility. Extensibility
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employees who continued service with us were granted options with terms and conditions equivalent to those
applicable at the date of acquisition. As of November 30, 2006, there were no shares reserved for grant and
approximately 26,000 shares underlying options outstanding under the Extensibility Plan.

1998 Director Option Plan. In February 1998, we adopted the 1998 Director Option Plan (the “Director
Plan”). As amended in April 2003, the Director Plan provides for an automatic initial grant of 100,000 shares to
members of the Board who are not TIBCO employees (each, an “Outside Director”). At any subsequent annual
re-election, each Outside Director is granted an option to purchase 40,000 additional shares. Options are granted
at an exercise price not less than the fair market value of the stock on the date of grant and become exercisable
over a three-year period with a third of the shares vesting annually. As amended in February 2006, any Outside
Director with over one year of consecutive service prior to the effective date of the Director Plan received an
initial grant of 450,000 shares. Options granted prior to February 27, 2006, have a term not to exceed ten years,
and options granted on or after February 27, 2006, have a term not to exceed seven years. As of November 30,
2006, there were 2.3 million shares reserved for grant and 1.1 million shares underlying options outstanding
under the Director Plan.

Employee Stock Purchase Program. In June 1999, we amended the 1996 Stock Plan to include the
Employee Stock Purchase Program (“ESPP”). Employees are generally eligible to participate in the ESPP if they
are employed by us for more than 20 hours per week and more than five months in a calendar year and are not
(and would not become as a result of being granted an option under the ESPP) 5% stockholders of the
Company. Under the ESPP, eligible employees may select a rate of payroll deduction from 1% to 10% of their
eligible compensation subject to certain maximum purchase limitations.

In fiscal year 2005, our ESPP was revised effective from the purchase period beginning February 1, 2005.
The plan before the revision had an offering period with a maximum duration of two years and consisted of four
six-month purchase periods, and the price at which the common stock was purchased was 85% of the lesser of
the fair market value of our common stock on the first day of the applicable offering period or on the last day of
that purchase period. The revised ESPP offered one six-month offering period, and the price at which the
common stock was purchased was 95% of the fair market value of our common stock on the last day of the
offering period. Also, we excluded all non-U.S. employees from the ESPP. Our revised ESPP was deemed
non-compensatory under the provisions of SFAS No. 123(R). Accordingly, there was no compensation cost
recorded for our ESPP under SFAS No. 123(R) in fiscal year 2006.

We issued approximately 0.3 million, 0.6 million and 1.1 million shares under our ESPP, representing $2.0
million, $4.0 million and $5.0 million in employee contributions for the fiscal years ended November 30, 2006,
2005 and 2004, respectively. Shares are reserved under the 1996 Stock Plan for future purchases under the ESPP.

In fiscal year 2007, our ESPP was revised effective from the purchase period beginning February 1, 2007.
Under the amended ESPP, participants are entitled to purchase shares at 85% of the lesser of the fair market
value of our common stock on either the first or last trading day of each six-month offering period. Also, the
revised ESPP will be offered to certain international employees. Participants may contribute a maximum annual
amount of $5,000 and no contribution percentage changes are allowed during an offering period. The amended
ESPP is deemed compensatory and will be valued under the Black-Scholes option pricing model at each offering
period.
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Stock Options Activities

The summary of stock option activity in fiscal years 2006, 2005 and 2004 is presented below (in thousands,
except per share data):

Stock Options

Number of
Shares

Underlying
Stock

Options

Weighted-
Average
Exercise

Price

Weighted-
Average

Remaining
Contractual

Term
(year)

Aggregate
Intrinsic

Value

Outstanding at November 30, 2003 . . . . . . . . . . . . . . . . 42,330 $ 7.18
Granted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,618 7.06
Exercised . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (5,362) 4.63
Forfeited or expired . . . . . . . . . . . . . . . . . . . . . . . . . (6,392) 10.58

Outstanding at November 30, 2004 . . . . . . . . . . . . . . . . 44,194 6.96
Granted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,310 7.18
Exercised . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (2,524) 5.44

Forfeited or expired . . . . . . . . . . . . . . . . . . . . . . . . . (2,714) 8.03
Outstanding at November 30, 2005 . . . . . . . . . . . . . . . . 46,266 7.01

Granted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,512 7.65
Exercised . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (9,115) 2.23
Forfeited or expired . . . . . . . . . . . . . . . . . . . . . . . . . (2,202) 8.91

Outstanding at November 30, 2006 . . . . . . . . . . . . . . . . 38,461 $ 8.09 6.16 $81,328

Vested and expected to vest at November 30, 2006 . . . . 36,759 $ 8.13 6.10 $77,867

Exercisable at November 30, 2006 . . . . . . . . . . . . . . . . . 27,652 $ 8.43 5.63 $58,111

The weighted-average grant-date fair value of stock options granted in fiscal years 2006, 2005 and 2004 was
$3.14, $3.06 and $3.69, respectively. Total fair value of stock options vested and expensed in fiscal year 2006
was $13.5 million, net of taxes. The intrinsic value of exercised stock options is calculated based on the
difference between the exercise price and the quoted market price of our common stock as of the close of the
exercise date. The total intrinsic value of stock options exercised in fiscal years 2006, 2005 and 2004 was $52.5
million, $11.5 million and $21.9 million, respectively. Upon the exercise of stock options, we issue common
stock from our authorized shares. As of November 30, 2006, total unamortized stock-based compensation cost
related to unvested stock options was $15.8 million, with the weighted-average recognition period of 1.17 years.

The total realized tax benefit attributable to stock options exercised were $24.7 million, $15.9 million and
$6.0 million in fiscal years 2006, 2005 and 2004, respectively.

The gross excess tax benefits from stock-based compensation in the fiscal year ended November 30, 2006 of
$21.5 million, as reported on the Consolidated Statements of Cash Flows in financing activities, represent the
reduction in income taxes otherwise payable during the period, attributable to the actual gross tax benefits in
excess of the expected tax benefits for stock options exercised in current and prior periods.
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All vested stock options are exercisable. The following table summarizes information about stock options
outstanding and exercisable as of November 30, 2006 (in thousands, except number of years and per share data):

Stock Options Outstanding Stock Options Exercisable

Range of Exercise Prices

Number of
Shares

Underlying
Stock

Options

Weighted-
Average

Remaining
Contractual
Life (Years)

Weighted-
Average
Exercise
Price per

Share

Number of
Shares

Underlying
Stock

Options

Weighted-
Average
Exercise
Price per

Share

$ 0.20 to $ 0.20 . . . . . . . . . . . . . . . 207 0.10 $ 0.20 207 $ 0.20
$ 0.21 to $ 5.54 . . . . . . . . . . . . . . . 4,494 4.64 $ 3.45 4,148 $ 3.33
$ 5.55 to $ 6.29 . . . . . . . . . . . . . . . 4,742 6.45 $ 6.02 3,947 $ 6.03
$ 6.30 to $ 7.11 . . . . . . . . . . . . . . . 5,527 8.32 $ 6.68 2,077 $ 6.68
$ 7.12 to $ 7.30 . . . . . . . . . . . . . . . 6,305 7.22 $ 7.30 2,658 $ 7.30
$ 7.31 to $ 8.00 . . . . . . . . . . . . . . . 6,283 5.53 $ 7.92 5,176 $ 7.96
$ 8.01 to $ 11.96 . . . . . . . . . . . . . . . . 5,222 5.88 $10.26 3,873 $10.74
$11.97 to $ 13.36 . . . . . . . . . . . . . . . . 5,088 5.16 $12.50 4,973 $12.50
$13.37 to $ 71.81 . . . . . . . . . . . . . . . . 593 3.54 $29.02 593 $29.02

38,461 6.16 $ 8.09 27,652 $ 8.43

Stock Awards Activities

Our nonvested stock awards are comprised of restricted stock and restricted stock units. A summary of the
status for nonvested stock awards as of November 30, 2006, and activities during fiscal year 2006, is presented as
follows (in thousands, except per share data):

Nonvested Stock Awards
Restricted

Stock

Restricted
Stock
Units

Total Number of
Shares Underlying

Stock Awards

Weighted-Average
Grant-Date Fair

Value

Nonvested at November 30, 2005 . . . . — — — —
Granted . . . . . . . . . . . . . . . . . . . . . 1,195 322 1,517 $7.34
Vested . . . . . . . . . . . . . . . . . . . . . . — — — —
Forfeited . . . . . . . . . . . . . . . . . . . . (18) (3) (21) $7.33

Nonvested at November 30, 2006 . . . . 1,177 319 1,496 $7.34

We granted approximately 1.5 million shares of nonvested stock awards at no cost to recipients during fiscal
year 2006. As of November 30, 2006, there was $6.8 million of total unrecognized compensation cost related to
nonvested stock awards. That cost is expected to be recognized on a straight-line basis as the shares vest over
four years (the weighted-average recognition period of 2.20 years). None of the stock awards vested during fiscal
year 2006, and therefore the total fair value of the restricted stock and restricted stock units vested during the
period is zero.

Stock-Based Compensation

Stock-based compensation expense in fiscal year 2006 was $15.8 million, which consisted primarily of
stock-based compensation expense related to employee stock options recognized under SFAS No. 123(R). The
tax effect on employee stock-based compensation in fiscal year 2006 was $2.3 million. Our ESPP, as modified in
fiscal year 2005, was deemed to be non-compensatory, and therefore, no stock-based compensation expense was
recognized related to our ESPP in fiscal year 2006. We revised our ESPP effective from the purchase period
beginning February 1, 2007. The revised ESPP is compensatory, and we will recognize stock-based
compensation expense in future periods.
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We started granting restricted stock and restricted stock units to employees in fiscal year 2006.
Approximately $0.7 million of employee stock-based compensation in fiscal year 2006 was related to restricted
stock and restricted stock units.

We also recorded a credit for stock-based compensation related to non-employee stock options of less than
$0.1 million in fiscal year 2006 due to the application of re-measurement accounting in accordance with EITF
No. 96-18, Accounting for Equity Instruments That Are Issued to Other Than Employees for Acquiring, or in
Conjunction with Selling, Goods or Services. We did not capitalize any stock-based compensation in any of the
fiscal periods reported.

Prior to the adoption of SFAS No. 123(R), we presented unearned stock-based compensation as a separate
component of stockholders’ equity. In accordance with the provisions of SFAS No. 123(R), on December 1,
2005, we reclassified the remaining unamortized balance in deferred stock-based compensation to additional
paid-in capital on the Consolidated Balance Sheets.

Assumptions for Estimating Fair Value of Stock-Based Awards

Upon adoption of SFAS No. 123(R), we selected the Black-Scholes option pricing model as the most
appropriate model for determining the estimated fair value for stock-based awards. The use of the Black-Scholes
model requires the use of extensive actual employee exercise behavior data and the use of a number of complex
assumptions including expected volatility, risk-free interest rate and expected dividends. For pro forma
disclosure purposes under the SFAS No. 123 and SFAS No. 148, we also used the Black-Scholes model for
determining the fair value. The following table summarizes the assumptions used to value options granted in the
respective periods:

Year Ended November 30,

2006 2005 2004

Stock Option grants:
Expected term of stock options (years) . . . . . . . . . . . . . . 4.3 - 4.6 3.0 3.0
Risk-free interest rate . . . . . . . . . . . . . . . . . . . . . . . . . . . 4.5 - 5.0% 3.5 - 4.4% 2.1 - 3.3%
Volatility . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 40 - 43% 52 - 64% 67 - 102%

Beginning December 1, 2005, we estimated the volatility of our stock using historical volatility, as well as
the implied volatility in market-traded options on our common stock in accordance with guidance in SFAS
No. 123(R) and SAB No. 107. We determined that a blend of implied volatility and historical volatility is more
reflective of market conditions and a better indicator of expected volatility than using purely historical volatility.
We will continue to monitor these and other relevant factors used to measure expected volatility for future stock
option grants. Prior to the adoption of SFAS No. 123(R), we had used our historical stock price volatility in
accordance with SFAS No. 123 for purposes of pro forma information disclosed in our Notes to Consolidated
Financial Statements for prior periods.

The expected term of employee stock options represents the weighted-average period that the stock options
are expected to remain outstanding. We derived the expected term assumption based on our historical settlement
experience, while giving consideration to stock options that have life cycles less than the contractual terms and
vesting schedules in accordance with guidance in SFAS No. 123(R) and SAB No. 107. Prior to the adoption of
SFAS No. 123(R), we used our historical settlement experience to derive the expected term for the purposes of
pro forma information under SFAS No. 123, as disclosed in our Notes to Consolidated Financial Statements for
the related periods.
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The risk-free interest rate assumption is based upon observed interest rates appropriate for the expected term
of our employee stock options. The dividend yield assumption is based on our history and expectation of
dividend payouts. We have never declared or paid any cash dividends on our common stock, and we do not
anticipate paying any cash dividends in the foreseeable future.

As stock-based compensation expense recognized in our Consolidated Statement of Operations for the fiscal
year ended November 30, 2006, is based on awards ultimately expected to vest, the amount has been reduced for
estimated forfeitures. SFAS No. 123(R) requires forfeitures to be estimated at the time of grant and revised, if
necessary, in subsequent periods if actual forfeitures differ from those estimates. Forfeitures were estimated
based on our historical experience.

In accordance with SFAS No. 123(R), the fair value of restricted stock and restricted stock units is the grant
date closing price of our common stock. We expense the cost of the restricted stock and restricted stock units
ratably over the period during which the restrictions lapse, and adjust for estimated forfeitures.

The stocks purchase rights granted under the ESPP between February 1, 2005 and January 31, 2007, are
deemed non-compensatory under the provision of APB No. 25, SFAS No. 123 and SFAS No. 123(R).
Accordingly, we did not estimate the fair value of our ESPP awards using any valuation model or assumptions in
fiscal years 2006 and 2005. For the estimated fair value of employee stock purchase rights granted during fiscal
year 2004 under the ESPP, we used the following assumptions in the Black-Scholes model: 0.5 – 2.0 years
expected term, 1.0 – 2.5% risk-free interest rate and 47 – 116% volatility.

Accuracy of Fair Value Estimates

Our determination of fair value of stock-based payment awards on the date of grant using an option-pricing
model is affected by our stock price, as well as assumptions regarding a number of highly complex and
subjective variables. These variables include, but are not limited to, our expected stock price volatility over the
term of the awards, and actual and projected employee stock option exercise behaviors. In the future, as empirical
evidence regarding these input estimates is available to provide more directionally predictive results, we may
change or refine our approach of deriving these input estimates. These changes could impact our fair value of
stock options granted in the future. Changes in the fair value of the stock options could materially impact our
operating results and financial position.

13. Stockholders’ Equity

Preferred Stock

Our certificate of incorporation, as amended and restated, authorizes us to issue 75.0 million shares of
$0.001 par value preferred stock. As of November 30, 2006, no preferred stock was issued or outstanding.

Common Stock

Our certificate of incorporation, as amended and restated, authorizes us to issue 1.2 billion shares of $0.001
par value common stock. As of November 30, 2006, approximately 211,208,000 shares of common stock were
issued and outstanding. The outstanding shares of common stock as of November 30, 2006, include
approximately 1,177,000 shares of restricted stock. All of the outstanding shares of restricted stock remain
unvested as of November 30, 2006. The balance of unvested restricted stock will be forfeited and automatically
transferred back to the Company at no cost upon the employee’s discontinuing employment for any reason.
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Adoption of Stockholder Rights Plan

In February 2004, our Board of Directors adopted a stockholder rights plan designed to guard against partial
tender offers and other coercive tactics to gain control of the Company without offering a fair and adequate price
and terms to all of our stockholders.

In connection with the plan, the Board of Directors declared a dividend of one right (a “Right”) to purchase
one one-thousandth share of our Series A Participating Preferred Stock (“Series A Preferred”) for each share of
our common stock outstanding on March 5, 2004 (the “Record Date”). Of the 75.0 million shares of preferred
stock authorized under our certificate of incorporation, as amended and restated, 25.0 million have been
designated as Series A Preferred. The Board of Directors further directed the issuance of one such right with
respect to each share of our common stock that is issued after the Record Date, except in certain circumstances.
The rights will expire on March 5, 2014.

The Rights are initially attached to our common stock and will not be traded separately. If a person or a
group (an “Acquiring Person”) acquires 15% or more of our common stock, or announces an intention to make a
tender offer for 15% or more of our common stock, the Rights will be distributed and will thereafter be traded
separately from the common stock. Each Right will be exercisable for 1/1000th of a share of Series A Preferred
at an exercise price of $70 (the “Purchase Price”). The Series A Preferred has been structured so that the value of
1/1000th of a share of such preferred stock will approximate the value of one share of common stock. Upon a
person becoming an Acquiring Person, holders of the Rights (other than the Acquiring Person) will have the right
to receive, upon exercise, shares of our common stock having a value equal to two times the Purchase Price.

If a person becomes an Acquiring Person and we are acquired in a merger or other business combination, or
50% or more of our assets are sold to an Acquiring Person, the holder of Rights (other than the Acquiring Person)
will have the right to receive shares of common stock of the acquiring corporation having a value equal to two
times the Purchase Price. After a person has become an Acquiring Person, our Board of Directors may, at its
option, require the exchange of outstanding Rights (other than those held by the Acquiring Person) for common
stock at an exchange ratio of one share of our common stock per Right.

The Board may redeem outstanding rights at any time prior to a person becoming an Acquiring Person at a
price of $0.001 per Right. Prior to such time, the terms of the Rights may be amended by the Board of Directors.

Repurchased Shares from Reuters in Fiscal Year 2004

As of November 30, 2003, Reuters owned approximately 49% of the issued and outstanding shares of our
common stock. In February 2004, Reuters sold 69 million of our outstanding common stock in a registered public
offering at a price of $6.85. Pursuant to the terms of the Registration and Repurchase Agreement with Reuters,
we purchased from Reuters and retired 16.8 million shares of our common stock at the same price of $6.85 per
share, totaling $115.0 million.

Stock Repurchase Programs

In September 2004, our Board of Directors approved a two-year stock repurchase program pursuant to
which we repurchased $50.0 million of our outstanding common stock. The program was completed by the end
of the first quarter of fiscal year 2006.

In December 2005, our Board of Directors approved an eighteen-month stock repurchase program pursuant
to which we were authorized to repurchase up to $100.0 million of our outstanding common stock.
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All repurchased shares of common stock have been retired. The following table summarizes the activities
under the stock repurchase programs for the periods indicated (in thousands, except per share data):

Year Ended November 30,

2006 2005 2004

Cash used for repurchases . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $77,672 $48,300 $ 702

Shares repurchased . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,893 6,550 75

Average price per share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 7.85 $ 7.37 $9.36

In December 2006, the Audit Committee on behalf of our Board of Directors approved a new eighteen-
month stock repurchase program pursuant to which we may repurchase up to $100.0 million of our outstanding
common stock from time to time in the open market or through privately negotiated transactions. The timing and
amount of any repurchases will depend upon market conditions and other corporate considerations. In connection
with approving the December 2006 stock repurchase program, the December 2005 stock repurchase program was
terminated and the remaining $23.3 million authorized under the December 2005 stock repurchase program at the
end of fiscal year 2006 was canceled. As of January 31, 2007, we have repurchased approximately 4.5 million
shares of our outstanding common stock at an average price of $9.34 per share pursuant to the December 2006
stock repurchase program.

14. Comprehensive Income (Loss)

Our comprehensive income (loss) includes net income and other comprehensive income (loss), which
consists of unrealized gains and losses on available-for-sale securities and cumulative translation adjustments.

Total comprehensive income (loss) in fiscal years 2006, 2005 and 2004 are presented in the accompanying
Consolidated Statement of Stockholders’ Equity and Comprehensive Income. Total accumulated other
comprehensive income (loss) is displayed as a separate component of stockholder’s equity in the accompanying
Consolidated Balance Sheets. The balances of each component of accumulated other comprehensive income
(loss), net of taxes, consist of the following (in thousands):

November 30,

2006 2005 2004

Cumulative translation adjustment . . . . . . . . . . . . . . . . . . . . . . . . . . $11,122 $(12,329) $ 2,575
Unrealized loss on available-for-sale securities . . . . . . . . . . . . . . . . (313) (2,017) (1,873)

Total accumulated other comprehensive income (loss) . . . . . . $10,809 $(14,346) $ 702

15. Income Taxes

Income before provision for income taxes consisted of the following (in thousands):

Year Ended November 30,

2006 2005 2004

United States . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $73,210 $61,690 $38,419
International . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17,348 5,391 35,296

$90,558 $67,081 $73,715
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Significant components of the provision for (benefit from) income taxes are as follows (in thousands):

Year Ended November 30,

2006 2005 2004

Federal:
Current . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 22,904 $ 10,370 $10,865
Deferred . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (3,133) (17,552) —

19,771 (7,182) 10,865

State:
Current . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,874 2,575 3,314
Deferred . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (12,627) (2,086) —

(9,753) 489 3,314

Foreign:
Current . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11,465 3,474 13,950
Deferred . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (3,789) (2,255) 666

7,676 1,219 14,616

Provision for (benefit from) income taxes . . . . . . . . . . . . $ 17,694 $ (5,474) $28,795

We paid income taxes of $15.1 million, $7.9 million and $4.4 million in fiscal years 2006, 2005 and 2004,
respectively.

The provision for income taxes was at rates other than the U.S. Federal statutory tax rate for the following
reasons:

Year Ended November 30,

2006 2005 2004

U.S. Federal statutory rate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 35.0% 35.0% 35.0%
State taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.3 0.5 2.9
Research and development credits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (0.4) (0.8) (0.2)
Goodwill and intangibles . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (0.4) (0.6) (0.3)
Stock option compensation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.7 0.1 0.1
Foreign income taxed at different rate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.9 1.0 1.1
Change in valuation allowance . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (17.3) (43.3) (1.3)
Meals and entertainment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.5 0.6 0.6
Extraterritorial income exclusion . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (4.5) (1.3) —
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (0.3) 0.6 1.2

Provision for (benefit from) income taxes . . . . . . . . . . . . . . . . . . . . . . . . . 19.5% (8.2)% 39.1%

U.S. income taxes and foreign withholding taxes have not been provided for on a cumulative total of $26.2
million of undistributed earnings for certain non-U.S. subsidiaries. With the exception of our subsidiaries in the
United Kingdom, net undistributed earnings of our foreign subsidiaries are generally considered to be
indefinitely reinvested, and accordingly, no provision for U.S. income taxes has been provided thereon. Upon
distribution of these earnings in the form of dividends or otherwise, we will be subject to U.S. income taxes net
of available foreign tax credits associated with these earnings.
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While we do not expect any impact to the effective tax rate for U.S. non-qualified stock option or restricted
stock expense due to the adoption of SFAS No. 123(R), the effective tax rate may be negatively impacted by
foreign stock option expense that may not be deductible in the foreign jurisdictions. Also, SFAS No. 123(R)
requires that the tax benefit of stock option deductions relating to incentive stock options be recorded in the
period of disqualifying disposition. This could result in significant fluctuations in our effective tax rate between
accounting periods.

The components of deferred tax assets (liabilities) are as follows (in thousands):

November 30,

2006 2005

Deferred tax assets:
Net operating loss carryforwards . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 5,179 $ 154,982
Reserves and accruals . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18,875 19,820
Credit carryforwards . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14,392 48,447
Depreciation and amortization . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11,933 19,487
Unrealized losses on investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,759 7,475
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,609 196

58,747 250,407
Deferred tax liabilities:

Intangible assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (13,016) (14,440)
Translation gains/losses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (6,396) —
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (145) —

(19,557) (14,440)

Net deferred tax assets before valuation allowance . . . . . . . . . . . . . . . . . . . . . 39,190 235,967
Valuation allowance . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (10,622) (219,320)

Net deferred tax assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 28,568 $ 16,647

We assess the likelihood that we will be able to recover our deferred tax assets. We consider all available
evidence, both positive and negative, including historical levels of income, expectations and risks associated with
estimates of future taxable income and ongoing prudent and feasible tax planning strategies in assessing the need
for the valuation allowance. If it is not more likely than not that we will recover our deferred tax assets, we will
increase our provision for taxes by recording a valuation allowance against the deferred tax assets that we
estimate will not ultimately be recoverable. The available positive evidence at November 30, 2006, included four
years of historical operating profits and a projection of future income sufficient to realize most of our remaining
deferred tax assets. As a result of our analysis of all available evidence, both positive and negative, we recorded a
valuation allowance release of $15.8 million in fiscal year 2006. As of November 30, 2006, it was considered
more likely than not that our deferred tax assets would be realized with the exception of certain capital loss and
foreign tax credit carryovers as we cannot forecast sufficient future capital gains or foreign source income to
realize these deferred tax assets. The remaining valuation allowance of approximately $10.6 million as of
November 30, 2006, will result in an income tax benefit if and when we conclude it is more likely than not that
the related deferred tax assets will be realized.

As of November 30, 2006, we believed that the amount of the deferred tax assets recorded on our balance
sheet would ultimately be recovered. However, should there be a change in our ability to recover our deferred tax
assets, our tax provision would increase in the period in which we determine that it is more likely than not that
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we cannot recover our deferred tax assets. If we have to re-establish a full valuation allowance against our
deferred tax assets it would result in an increase of $36.1 million to income tax expense.

We have elected to track the portion of our federal and state net operating loss and tax credit carryforwards
attributable to stock option benefits in a separate memo account pursuant to SFAS No. 123(R). Therefore, these
amounts are no longer included in our gross or net deferred tax assets. Pursuant to SFAS No. 123(R), footnote
82, the benefit of these net operating loss and tax credit carryforwards will only be recorded to equity when they
reduce cash taxes payable. As a result, $185.2 million of the net change in valuation allowance of $208.7 million
in fiscal year 2006 related to amounts accounted for in the memo account, $7.7 million related to deferred tax
assets in acquired entities, the benefit of which was recorded to goodwill and the remaining $15.8 million
resulted in an income tax benefit. Of the $15.8 million income tax benefit recognized in fiscal year 2006, $10.8
million was recorded in the second quarter and $4.8 million, including an adjustment of $2.2 million, in the
fourth quarter. In fiscal year 2005 the valuation allowance decreased by $12.9 million primarily resulting from
the partial release of valuation allowance. In fiscal year 2004, the valuation allowance decreased by $5.6 million
primarily resulting from the utilization of $4.3 million of pre-acquisition net operating loss carryforwards, the
benefit of which was recorded to goodwill, and a $1.0 million reduction in temporary differences.

Our income taxes payable for federal purposes have been reduced by the tax benefits associated with the
exercise of employee stock options during the fiscal year and utilization of net operating loss carryover
applicable to both stock options and acquired entities. The benefits applicable to stock options were credited
directly to stockholders’ equity and amounted to $24.7 million and $15.9 million for fiscal years 2006 and 2005,
respectively. The benefits applicable to acquired entities were credited directly to goodwill and amounted to $1.2
million for fiscal year 2005.

As of November 30, 2006, our federal and state net operating loss carryforwards for income tax purposes
were $428.2 million and $114.4 million, respectively, which expire through 2023. As of November 30, 2006, our
federal and state tax credit carryforwards for income tax purposes were $31.1 million and $20.1 million,
respectively. The federal tax credit carryforwards expire through 2025 and the state tax credit can be carried
forward indefinitely.

As of November 30, 2006, our federal and state net operating loss carryforwards being accounted for in the
memo account were $385.4 million and $112.8 million, respectively. As of November 30, 2006, our federal and
state tax credit carryforwards being accounted for in the memo account were $26.3 million and $9.7 million,
respectively.

In the event of a change in ownership, as defined under federal and state tax laws, our net operating loss and
tax credit carryforwards may be subject to annual limitations. The annual limitations may result in the expiration
of the net operating loss and tax credit carryforwards before utilization.

16. Net Income Per Share

Basic net income per share is computed by dividing the net income available to common stockholders for
the period by the weighted average number of shares of common stock outstanding during the period less shares
of common stock subject to repurchase and nonvested stock awards. Diluted net income per share is computed by
dividing the net income for the period by the weighted average number of shares of common stock and potential
shares of common stock outstanding during the period if their effect is dilutive. Certain potential dilutive
securities were not included in computing net income per share because their effect was anti-dilutive.

We use the treasury stock method to calculate the weighted-average shares used in the diluted earnings per
share in accordance with SFAS No. 128, Earnings Per Share. Under the treasury stock method, the assumed
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proceeds calculation includes: (a) the actual proceeds to-be-received from the employee upon exercise, (b) the
average unrecognized compensation cost during the period and (c) any tax benefits that will be credited upon
exercise to additional paid-in capital. We determine whether our windfall pool of available excess tax benefits is
sufficient to absorb the shortfall. If so, the effect of the hypothetical deferred tax asset write-off reduces the
assumed proceeds in the treasury stock calculation. If there is no pool of available excess tax benefits, or if the
amount of the pool is insufficient to absorb the entire hypothetical deficient tax deduction, the amount of the
deficiency that is charged to income tax expense is not considered to be a reduction of the assumed proceeds.
Currently, we have determined that we have sufficient windfall pool available.

The following table sets forth the computation of basic and diluted net income per share for the periods
indicated (in thousands, except per share data):

Year Ended November 30,

2006 2005 2004

Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 72,864 $ 72,555 $ 44,920

Weighted-average shares of common stock used to compute
basic net income per share . . . . . . . . . . . . . . . . . . . . . . . . . . . . 209,538 213,263 207,506

Effect of dilutive common stock equivalents:
Stock options to purchase common stock . . . . . . . . . . . . . . 8,472 10,714 13,418
Restricted common stock awards . . . . . . . . . . . . . . . . . . . . . 65 — —
Common stock subject to repurchase . . . . . . . . . . . . . . . . . . — — 3

Weighted-average shares of common stock used in computing
diluted net income per share . . . . . . . . . . . . . . . . . . . . . . . . . . 218,075 223,977 220,927

Net income per share:
Basic . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0.35 $ 0.34 $ 0.22

Diluted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0.33 $ 0.32 $ 0.20

The following potential weighted-average common stock equivalents are not included in the diluted net
income per share calculation above, because their effect was anti-dilutive for the periods indicated (in
thousands):

Year Ended November 30,

2006 2005 2004

Stock options to purchase common stock . . . . . . . . . . . . . . . . . . . . . . . . 19,798 17,099 18,393
Restricted common stock awards . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 — —

Total anti-dilutive common stock equivalents . . . . . . . . . . . . . . . . . 19,799 17,099 18,393

17. Related Party Transactions

Reuters

We have commercial arrangements with affiliates of Reuters, one of our stockholders. During fiscal year
2005, Reuters reduced its holdings such that as of November 30, 2005, Reuters owned less than 1% of our
outstanding shares of common stock. Beginning December 1, 2005, Reuters was no longer considered a related
party. Transactions with Reuters subsequent to November 30, 2005, are presented along with other non-related
party transactions and are no longer separately disclosed as related party transactions.
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Revenue from Reuters consists primarily of product license and maintenance fees on its sales of our
products under the terms of our license, maintenance and distribution agreement with Reuters (the “Reuters
Agreement”). License revenue from Reuters in fiscal year 2005 was primarily related to a $9.9 million upfront,
minimum, non-refundable license fee received pursuant to the terms of an amendment to the Reuters Agreement
we entered into in February 2005. We did not have transactions with Reuters of a similar amount in the fiscal
year ended November 30, 2006. Revenue from Reuters, while it was considered a related party in fiscal years
2005 and 2004 is summarized as follows (in thousands):

Year Ended
November 30,

2005 2004

License revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $16,038 $16,308
Service and maintenance revenue:

Maintenance . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,827 11,566
Services contracts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 146 432

6,973 11,998

Total revenue from Reuters . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $23,011 $28,306

We incurred an immaterial amount in royalty and commission expense payable to Reuters in each of fiscal
years 2005 and 2004. We incurred a total of $0.4 million in referral fees payable to Reuters during fiscal year
2005, and the fees were included in our sales and marketing expenses. Such fees were negligible during fiscal
year 2004. Amounts due from Reuters totaled $1.2 million as of November 30, 2005.

Cisco Systems

Prior to the third quarter of fiscal year 2004, Cisco Systems, Inc. (“Cisco”) owned more than 5% of our
outstanding common stock. During the second half of fiscal year 2004, Cisco’s ownership was reduced to less
than 5% of our outstanding common stock. Accordingly, beginning in the third quarter of fiscal year 2004, we no
longer considered Cisco to be a related party. We recorded revenue of $0.7 million in the first half of fiscal year
2004 when Cisco was considered a related party.

18. Employee 401(k) Plan

Our employee savings and retirement plan is qualified under Section 401 of the United State Internal
Revenue Code of 1986, as amended. Employees may elect to reduce their current compensation by up to the
statutory prescribed annual limit and have the amount of such reduction contributed to the 401(k) Plan. We
provide 100% match to employee contributions up to 4% of an employee’s base pay and an additional 25%
match (reduced from 50% in fiscal year 2004 and earlier) on employee contributions of the next 2% of base pay.
Our matching contributions to the 401(k) Plan totaled $4.3 million, $4.1 million and $3.2 million in fiscal years
2006, 2005 and 2004, respectively.

19. Business Combinations

Our acquisitions were accounted for under SFAS No. 141, Business Combinations, and certain specified
provisions of SFAS No. 142, Goodwill and Other Intangible Assets. The assets acquired and liabilities assumed
are based on their fair values at the date of acquisition. Goodwill is not being amortized and will be tested for
impairment annually or sooner if circumstances indicate that impairment may have occurred.
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Acquisitions in Fiscal Year 2005

Velosel Corporation.

On August 1, 2005, we acquired certain assets of Velosel Corporation (“Velosel”), a provider of customer
and product information management. The total purchase price was approximately $3.4 million paid in cash.
Substantially all of the purchase price was related to amortizable intangible assets, including developed
technologies. The acquired intangible assets are amortizable over their estimated useful lives of three to six years.
No goodwill has been recorded for this acquisition as the fair value of acquired assets exceeded the purchase
price.

The results of operations of Velosel have been included in our Consolidated Statements of Operations from
August 1, 2005. As the effect of this acquisition would not have been material to our results of operations, pro
forma results as if we had acquired Velosel at the beginning of fiscal year 2005 are not presented in our
Consolidated Financial Statements.

ObjectStar International Limited.

On March 7, 2005, we acquired substantially all of the assets and certain liabilities of ObjectStar
International Limited (“ObjectStar”), a privately held native mainframe integration solutions provider. The total
purchase price was approximately $21.4 million. We recorded intangible assets of $13.9 million and goodwill of
$7.4 million for the transaction. ObjectStar’s existing technology had reached technological feasibility at the time
of the acquisition; therefore we did not record an in-process research and development charge. Amounts
allocated to developed technology, patents/core technology and customer base are amortized over their estimated
useful lives of five years. Maintenance agreements are amortized over their estimated useful lives of nine years
and non-competition agreements are amortized over their estimated useful lives of three years.

The results of operations of ObjectStar have been included in our Consolidated Statements of Operations
from March 7, 2005. As the effect of this acquisition would not have been material to our results of operations,
pro forma results as if we had acquired ObjectStar at the beginning of fiscal year 2005 are not presented in our
Consolidated Financial Statements.

Acquisitions in Fiscal Year 2004

General Interface Corp.

On October 12, 2004, we acquired General Interface Corp. (“General Interface”), a provider of a solution
for developing and deploying rich, high-performance client-side applications in a standards-based browser
environment. The addition of General Interface’s solution enables us to offer a user-interface for building rich
composite applications in a browser-based environment, enabling companies to leverage their existing IT
investment.

The total purchase price of $3.5 million in cash was allocated to the assets acquired, principally $1.1 million
in identifiable intangible assets and approximately $2.4 million in goodwill. Identifiable intangible assets consist
of developed technology, trade name, and customer relationships, and are being amortized on a straight-line basis
over three to four years. The goodwill recorded is deductible through amortization for income tax purposes. The
results of operations of General Interface have been included in our Consolidated Statements of Operations from
October 12, 2004. As the effect of this acquisition would not have been material to our results of operations, pro
forma results as if we had acquired General Interface at the beginning of fiscal year 2004 are not presented in our
Consolidated Financial Statements.
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Staffware plc

On June 7, 2004, we acquired Staffware plc (“Staffware”), a provider of business process management
(“BPM”) solutions that enable companies to automate, refine and manage their business processes. The addition
of Staffware’s BPM solutions enabled us to offer our combined customer base a more robust and expanded real-
time business integration solution, and increased our distribution capabilities through the cross-selling of
products into new geographic regions. These factors contributed to a purchase price exceeding the fair value of
Staffware’s net tangible and intangible assets acquired. As a result, we recorded $163.1 million of goodwill in
connection with this transaction, which is not deductible for income tax purposes.

The total purchase price of approximately $237.1 million was comprised of $139.7 million in cash, the
issuance of 10.9 million shares of our common stock valued at $92.3 million and approximately $5.1 million in
direct transaction costs, including legal, valuation and accounting fees. We recorded tangible assets of $30.6
million, intangible assets of $67.8, in-process research and development of $2.2 million, goodwill of $163.1
million, liabilities of $33.1 million, and deferred tax liability for acquired intangibles $20.7 million for the
transaction.

In-process research and development of $2.2 million, relating to development projects which had not
reached technological feasibility and that were of no future alternative use, were expensed upon consummation
of the acquisition. Developed technology and in-process research and development were identified and valued
through extensive interviews, analysis of data provided by Staffware concerning development projects, their
stage of development, the time and resources needed to complete them, if applicable, and their expected income
generating ability and associated risks. Where development projects had reached technological feasibility, they
were classified as developed technology and the value assigned to developed technology was capitalized. The
income approach, which includes an analysis of the cash flows and risks associated with achieving such cash
flows, was the primary technique utilized in valuing acquired intangible assets. Key assumptions included a
discount rate of 16% and estimates of revenue growth, maintenance contract renewal rates, cost of sales,
operating expenses and taxes.

Other identifiable intangible assets, including developed technology, customer base and trademarks, are
being amortized over their useful lives of five years; and patents/core technology and maintenance contracts are
being amortized over their estimated useful lives of eight years.

The results of operations of Staffware have been included in our Consolidated Statements of Operations
from the date of acquisition, June 7, 2004. If we had acquired Staffware at the beginning of fiscal year 2004, our
unaudited pro forma net revenue, net income and net income per share in fiscal year 2004 would have been as
follows (in thousands, except per share data):

Year Ended
November 30,

2004

Pro forma revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $423,573

Pro forma net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 35,253

Pro forma net income per share:
Basic . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0.17

Diluted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0.16
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20. Segment Information

We operate our business in one reportable segment: the development and marketing of a suite of software
products that enables businesses to link internal operations, business partners and customer channels through the
real-time distribution of information. Operating segments are defined as components of an enterprise for which
separate financial information is available and evaluated regularly by the chief operating decision maker, or
decision-making group, in deciding how to allocate resources and in assessing performance. Our chief operating
decision maker is our Chief Executive Officer.

Our revenue by geographic region, based on the location at which each sale originates, is summarized as
follows (in thousands):

Year Ended November 30,

2006 2005 2004

Americas:
United States . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $254,948 $226,024 $191,004
Other Americas . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,986 5,923 3,877

Europe:
United Kingdom . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 71,500 68,029 62,722
Other Europe . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 120,865 98,921 88,076

Asia Pacific and Japan . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 60,980 47,013 41,541

$517,279 $445,910 $387,220

Our property and equipment by major country are summarized as follows (in thousands):

November 30,

2006 2005

Property and equipment, net:
United States . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $105,591 $110,063
United Kingdom . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,028 3,615
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,168 2,779

$113,787 $116,457
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21. Selected Quarterly Financial Information (Unaudited)

(in thousands, except per share data)

Quarter Ended(1)

November 30,
2006

September 3,
2006

June 4,
2006

March 5,
2006

Total revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $161,049 $120,403 $121,247 $114,580
Gross profit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 125,651 86,933 89,109 81,905
Restructuring adjustment . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,042) — — —
Total operating expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . 89,401 74,350 74,116 73,375
Income from operations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 36,250 12,583 14,993 8,530
Provision for (benefit from) income taxes . . . . . . . . . . . . . . 9,093 6,987 (5,094) 6,708
Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 31,541 11,250 24,472 5,601
Net income per share:

Basic . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0.15 $ 0.05 $ 0.12 $ 0.03
Diluted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0.14 $ 0.05 $ 0.11 $ 0.03

Shares used in computing net income per share:
Basic . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 210,181 207,616 209,777 210,577
Diluted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 217,849 214,498 219,782 220,170

Quarter Ended

November 30,
2005

August 28,
2005

May 29,
2005

February 27,
2005

Total revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $134,431 $105,945 $101,388 $104,146
Gross profit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 100,245 74,911 69,986 76,575
Restructuring charges . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . — 162 3,743 —
Total operating expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . 70,735 63,758 67,071 62,079
Income from operations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 29,510 11,153 2,915 14,496
Provision for (benefit from) income taxes . . . . . . . . . . . . . . 4,821 (1,358) (15,500) 6,563
Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 26,587 13,849 21,731 10,388
Net income per share:

Basic . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0.13 $ 0.07 $ 0.10 $ 0.05
Diluted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 0.12 $ 0.06 $ 0.10 $ 0.04

Shares used in computing net income per share:
Basic . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 211,444 212,308 214,551 214,751
Diluted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 220,513 219,775 221,943 233,675

(1) In fiscal year 2006, the amounts include the effect of the adoption of SFAS No. 123(R).

Our operating results reflect seasonal trends experienced by us and many software companies and are
subject to fluctuations due to other factors. Our business, financial condition and results of operations may be
affected by such factors in the future. Therefore, we believe that period-to-period comparisons of our
consolidated financial results should not be relied upon as an indication of future performance.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant
has duly caused this Annual Report on Form 10-K to be signed on its behalf by the undersigned, thereunto duly
authorized, on this 9th day of February 2007.

TIBCO Software Inc.

By: /s/ MURRAY D. RODE

Murray D. Rode
Chief Financial Officer and

Executive Vice President, Strategic Operations
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POWER OF ATTORNEY

KNOW ALL THESE, PERSONS BY THESE PRESENTS, that each person whose signature appears below
constitutes and appoints Vivek Y. Ranadivé and Murray D. Rode, and each of them, his attorneys-in-fact, each
with full power of substitution, for him in any and all capacities, to sign any and all amendments to this Annual
Report on Form 10-K, and to file the same, with exhibits thereto and other documents in connection therewith,
with the Securities and Exchange Commission, hereby ratifying and confirming all that each said
attorneys-in-fact or his substitute or substitutes, may do or cause to be done by virtue hereof.

Pursuant to the requirements of the Securities Exchange Act of 1934, this Annual Report on Form 10-K has
been signed below by the following persons on behalf of the registrant and in the capacities and on the dates
indicated.

Signature Title Date

/S/ VIVEK Y. RANADIVÉ

Vivek Y. Ranadivé

President, Chief Executive Officer,
Chairman of the Board of Directors
and Director (Principal Executive
Officer)

February 9, 2007

/S/ MURRAY D. RODE

Murray D. Rode

Chief Financial Officer and Executive
Vice President, Strategic Operations
(Principal Financial Officer)

February 9, 2007

/S/ SYDNEY L. CAREY

Sydney L. Carey

Senior Vice President, Corporate
Controller (Principal Accounting
Officer)

February 9, 2007

/S/ BERNARD BOURIGEAUD

Bernard Bourigeaud

Director February 5, 2007

/S/ ERIC DUNN

Eric Dunn

Director February 5, 2007

/S/ NAREN GUPTA

Naren Gupta

Director February 9, 2007

/S/ PETER JOB

Peter Job

Director February 3, 2007

Philip K. Wood

Director
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Exhibit
No. Exhibits

3.1(1) Amended and Restated Certificate of Incorporation of Registrant.
3.2(2) Bylaws of Registrant, as amended and restated.
4.1(3) Form of Registrant’s Common Stock certificate.

10.1(3) Form of Registrant’s Indemnification Agreement.
10.2(4) Third Amended and Restated Stockholders Agreement, dated as of July 13, 1999, by and among

Reuters Limited, Reuters Nederland B.V., Cisco Systems, Inc., Mayfield IX, Mayfield Associates
Fund III, Vivek Ranadivé and Registrant.

10.3# 1996 Stock Option Plan, as amended and restated.
10.4(5)# Employment Agreement between Vivek Y. Ranadivé and Registrant dated November 30, 2004.
10.5(6)# 1998 Director Option Plan, as amended and restated.
10.6(7) Lease Agreement dated January 21, 2000 between Spieker Properties, L.P. and the Registrant.
10.7(8)# Extensibility, Inc. 2000 Stock Plan.
10.8(9)# Talarian Corporation 2000 Equity Incentive Plan.
10.9(9)# Talarian Corporation 1998 Equity Incentive Plan.
10.10(9)# White Barn, Inc. Stock Option Plan.
10.11(9)# White Barn, Inc. 2000 Equity Incentive Plan.
10.12(10)† Second Amended and Restated License, Maintenance and Distribution Agreement, dated October

1, 2003, between Reuters Limited and the Registrant.
10.13(11)† Amendment No. 1, dated February 27, 2005, to Second Amended and Restated License,

Maintenance and Distribution Agreement, dated October 1, 2003, between Reuters Limited and the
Registrant.

10.14(12) Agreement to Lease and Sell Assets, dated as of June 2, 2003, by and between the Board of
Trustees of the Leland Stanford Junior University and 3301 Hillview Holdings, Inc.

10.15(12) Ground Lease, dated as of June 25, 2003, by and between the Board of Trustees of the Leland
Stanford Junior University and 3301 Hillview Holdings, Inc.

10.16(12) Promissory Note issued on June 25, 2003 to SunAmerica Life Insurance Company by 3301
Hillview Holdings, Inc.

10.17(13)# Change in Control and Severance Plan.
21.1 List of subsidiaries.
23.1 Consent of PricewaterhouseCoopers LLP, Independent Registered Public Accounting Firm.
24.1 Power of Attorney (included on signature page).
31.1 Rule 13a – 14(a) / 15d – 14(a) Certification by Chief Executive Officer.
31.2 Rule 13a – 14(a) / 15d – 14(a) Certification by Chief Financial Officer.
32.1 Section 1350 Certification by Chief Executive Officer.
32.2 Section 1350 Certification by Chief Financial Officer.

(1) Incorporated by reference to an exhibit filed with the Registrant’s Registration Statement on Form 8-A, filed
with the SEC on February 23, 2004.

(2) Incorporated by reference to an exhibit filed with the Registrant’s Current Report on Form 8-K, filed with
the SEC on April 11, 2006.

(3) Incorporated by reference to exhibits filed with the Registrant’s Registration Statement on Form S-1 (File
No. 333-78195), filed with the SEC on May 11, 1999, as amended.

(4) Incorporated by reference to an exhibit filed with the Registrant’s Registration Statement on Form S-1 (File
No. 333-31358), filed with the SEC on February 29, 2000, as amended.

(5) Incorporated by reference to an exhibit filed with the Registrant’s Annual Report on Form 10-K, filed with
the SEC on February 14, 2005.

(6) Incorporated by reference to an exhibit filed with the Registrant’s Quarterly Report on Form 10-Q, filed
with the SEC on April 14, 2006.

(7) Incorporated by reference to an exhibit filed with the Registrant’s Quarterly Report on Form 10-Q, filed
with the SEC on April 17, 2000.



(8) Incorporated by reference to an exhibit filed with the Registrant’s Registration Statement on Form S-8 (File
No. 333-48260), filed with the SEC on October 19, 2000.

(9) Incorporated by reference to exhibits filed with the Registrant’s Registration Statement on Form S-8 (File
No. 333-88730), filed with the SEC on May 21, 2002.

(10) Incorporated by reference to an exhibit filed with the Registrant’s Registration Statement on Form S-3 (File
No. 333-110304), filed with the SEC on November 6, 2003, as amended.

(11) Incorporated by reference to an exhibit filed with the Registrant’s Quarterly Report on Form 10-Q, filed
with the SEC on April 8, 2005.

(12) Incorporated by reference to exhibits filed with the Registrant’s Annual Report on Form 10-K, filed with the
SEC on January 20, 2004.

(13) Incorporated by reference to an exhibit filed with the Registrant’s Current Report on Form 8-K, filed with
the SEC on July 31, 2006.

# Indicates management contract or compensatory plan or arrangement.
† Confidential treatment granted for certain portions of this exhibit.
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