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PARTI
Forward-Looking Statements

In addition to historical information, this Annual Report on Form 10-K contains forward-looking statements within the meaning of the Private

Securities Litigation Reform Act of 1995, Section 21E of the Securities Exchange Act of 1934, as amended, and Section 27A of the Securities

Act of 1933, as amended, and is subject to the safe harbours created by those sections. Words such as anticipates , expects , intends , plans ,
believes , seeks , estimates , may , could , would , might , will and variations of these words or similar expressions are intended to ident

forward-looking statements. In addition, any statements that refer to expectations, beliefs, plans, projections, objections, performance or other

characterizations of future events or circumstances, including any underlying assumptions, are forward-looking statements. These

forward-looking statements involve known and unknown risks as well as uncertainties, including those discussed herein and in the Notes to

Consolidated Financial Statements for the year ended June 30, 2010, which are set forth in Part II, Item 8 of this report. The actual results that

we achieve may differ materially from any forward-looking statements, which reflect management s opinions only as of the date hereof. We

undertake no obligation to revise or publicly release the results of any revisions to these forward-looking statements. You should carefully

review Part [, Item 1A Risk Factors and other documents we file from time to time with the Securities and Exchange Commission. A number of

factors may materially affect our business, financial condition, operating results and prospects. These factors include, but are not limited to,

those set forth in Part I, Item 1A Risk Factors and elsewhere in this report. Any one of these factors may cause our actual results to differ

materially from recent results or from our anticipated future results. You should not rely too heavily on the forward-looking statements

contained in this Annual Report on Form 10-K, because these forward-looking statements are relevant only as of the date they were made.

Item 1. Business
Overview

Open Text Corporation was incorporated on June 26, 1991. References herein to the Company , OpenText , we or us refer to Open Text
Corporation and, unless context requires otherwise, its subsidiaries. Our current principal office is at 275 Frank Tompa Drive, Waterloo,

Ontario, Canada N2L 0A1, and our telephone number at that location is (519) 888-7111. Our internet address is www.opentext.com. Throughout

this Annual Report on Form 10-K: (i) the term Fiscal 2010 means our fiscal year beginning on July 1, 2009 and ending June 30, 2010; (ii) the

term Fiscal 2009 means our fiscal year beginning on July 1, 2008 and ending June 30, 2009; and (iii) the term Fiscal 2008 means our fiscal year
beginning on July 1, 2007 and ending June 30, 2008. Our Consolidated Financial Statements are presented in U.S. dollars and, unless otherwise
indicated, all amounts included in this Annual Report on Form 10-K are expressed in U.S. dollars.

Access to our Annual Report on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K and amendments to these reports
filed or furnished to the United States Securities and Exchange Commission (the SEC) may be obtained free of charge through the Investor
Relations section of our website at www.opentext.com as soon as is reasonably practical after we electronically file or furnish these reports.
Information on our Investor Relations page and our website is not part of this Annual Report on Form 10-K or any other securities filings of ours
unless specifically incorporated herein or therein by reference. In addition, our filings with the SEC may be accessed through the SEC s website
at www.sec.gov. All statements made in any of our securities filings, including all forward-looking statements or information, are made as of the
date of the document in which the statement is included, and we do not assume or undertake any obligation to update any of those statements or
documents unless we are required to do so by law.

Our operations fall into one dominant industry segment: Enterprise Content Management (ECM) software. Unless otherwise indicated, the
information presented in this Item 1 reflects material details regarding the business of Open Text as a consolidated, unified entity.
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For information regarding our revenue and assets by geography for Fiscal 2010, Fiscal 2009 and Fiscal 2008, see Note 15 Segment Information
in the Notes to Consolidated Financial Statements included in Item 8 to this Annual Report on Form 10-K.

General

We are an independent company providing ECM software solutions that help people to work, interact, and innovate in a secure, engaging and

productive way. We build software that combines collaboration with content management. We focus on ECM software solutions and generally

expand our product and service offerings both internally and through strategic acquisitions, with the view of striving to become recognized as
The Content Experts in the ECM industry.

Our flagship offering is the Open Text ECM Suite which brings together the content management capabilities needed to manage various types of
enterprise content including business documents, vital records, Web content, digital assets (images, audio, and video), email, forms and reports,
while aiming to foster team collaboration with project and community workspaces, forums, blogs, wikis, and real-time instant messaging and
collaboration. The Open Text ECM Suite also provides business process management tools that are designed to allow organizations to build the
processes that connect their people and content.

This year we unveiled Open Text Everywhere, a new application designed to allow the Open Text ECM suite to be available via mobile devices
and to add many unique capabilities for our ECM customers.

We also provide ECM software, solutions and expertise for governments, Global 2000 organizations and mid-market companies. Our software
helps customers to respond to regulatory and operational compliance requirements and leverage their strategic investments in enterprise
applications from Microsoft, SAP and Oracle.

Open Text ECM Suite

The Open Text ECM Suite represents the core Open Text offering. It brings together the content management capabilities needed to manage a
wide range of enterprise content, including business documents, vital records, Web content, digital assets (images, audio, and video), email,
forms and reports. The Open Text ECM Suite provides all of the components of a comprehensive ECM suite based on the modular, flexible, and
integrated Open Text ECM Suite Shared Services. This architecture provides the customer with the benefits of common integration layers,
improving suite communication and information sharing, while at the same time offering flexibility and agility aimed to address the specific
requirements of the customer s business.

The Open Text ECM Suite is comprised of the following components:

Document Management provides the repository for business documents (Microsoft Office, CAD, PDF, etc.) and allows for the
organizing, displaying, classifying, access control, version control, event auditing, rendition, and search services for documents and
their content.

Collaboration offers a range of tools designed to better facilitate people working with each other, with content, and with processes.
These tools include project and community workspaces, real-time instant messaging, instant online meetings, screen sharing, wikis,
polls, blogs, and discussion forums.

Web Content Management provides tools for authoring, maintaining, and administering sophisticated Web sites designed to offer a
visitor experience that integrates content from internal and external sources.

Records Management enables control of the complete lifecycle of content objects by associating robust retention and disposition
rules with each content asset. These rules aim to control if and when content can or must be deleted or archived on less costly storage
media.

Table of Contents 6



Edgar Filing: OPEN TEXT CORP - Form 10-K

4

Table of Contents



Edgar Filing: OPEN TEXT CORP - Form 10-K

T

nien

Email Management services are designed to enable the archiving, control, and monitoring of email to reduce the size of the email
database, improve email server performance, control the lifecycle of email content, and monitor email content to improve compliance.

Archiving helps reduce storage expenses through optimization of storage use. It manages content storage policies according to
business context, harnessing the rich metadata of IT applications to optimize storage use including de-duplicating and migrating data
automatically through multiple storage tiers, and leveraging less expensive media while providing high-end storage services to further
reduce storage demands.

Capture & Delivery tools provide the means of converting documents from analog sources such as paper or facsimile (fax) to
electronic documents and applying value-added functions to them, such as optical/intelligent character recognition (OCR/ICR),
barcode scanning etc., and then releasing them into the Open Text ECM Suite repository where they can be stored, managed, and
searched.

Digital Asset Management provides a specialized set of content management services for ingesting, browsing, searching, viewing,
assembling, and delivering rich media content such as images, audio and video.

Business Process Management (BPM) provides the tools for analyzing, deploying, executing, and monitoring the daily business
processes in which content is referenced to make decisions and in which people make the decisions. BPM often involves interaction
with other enterprise applications, such as those from SAP and Oracle.

Content Reporting provides tools for analyzing content and generating reports on virtually any set of data and organizing and
formatting data output for distribution to channels such as print, email, fax, Web sites, and portals.

Open Text Everywhere allows the Open Text ECM Suite to be available via mobile devices. It is designed to deliver an improved
view of business processes, and allow access to content and workplace social collaboration tools, through the use of one s mobile
device. The first applications have been introduced for BlackBerry smart phones.

We also offer customers industry-specific solutions based on the foundation of the Open Text ECM Suite for the following sectors: government,

high-technology/manufacturing, energy, financial services, pharmaceutical and life sciences, legal, and media.

Open Text ECM Suite Shared Services are designated to enable information workers to manage and exploit content types in a unified way at
three critical levels and are comprised of the following core elements:

Table of Contents

Open Text Enterprise Library provides a repository designed to enforce and manage retention schedules, corporate
governance, and regulatory compliance policies for various types of content enterprise-wide.

Open Text Enterprise Process Services are a comprehensive set of business process management (BPM) and workflow services
aimed to help organizations automate business processes spanning any of the ECM Suite components as well as any other relevant
application.

Open Text User Experience Services provides capabilities designed to deliver consistent user experience via Web interfaces, portals,
the desktop applications, and mobile devices.

Open Text Support program
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Through our Open Text Support Program, customers receive access to software upgrades, a support knowledge base, discussions, product
information and an on-line mechanism to post and review trouble tickets . In addition our support teams handle questions on the use,
configuration, and functionality of Open Text products and can help identify software issues, develop solutions, and document enhancement
requests for consideration in future product releases.
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Open Text Consulting, Learning and Hosting Services

Our Consulting Services help customers build solutions that enable them to leverage their investments in our technology and in existing
enterprise systems. The implementation of these services can range from simple modifications to meet specific departmental needs to enterprise
applications that integrate with multiple existing systems.

Our Learning Services consultants analyze our customers education and training needs, focusing on key learning outcomes and timelines, with a
view to creating an appropriate education plan for the employees of our customers who work with our products. Education plans are designed to

be flexible and can be applied to any phase of implementation: pilot, roll-out, upgrade or refresher. Open Text s learning services employs a
blended approach by combining mentoring, instructor-led courses, webinars, eLearning and focused workshops.

Our Hosting Services provide an alternative method of deployment and aim to achieve optimum performance without the administrative and
implementation costs associated with installing and managing an in-house system.

Marketing and Sales
Customers

Our customer base consists of a number of Global 2000 organizations, mid-market companies and government agencies. Historically, including
Fiscal 2010, no single customer has accounted for 10% or more of our revenues.

Global Distribution Channels

We operate on a global basis and in Fiscal 2010 we generated approximately 48% of our revenues from outside North America. A significant
portion of our sales of products and services is direct, primarily through our subsidiary sales and service organizations. In North America, our
sales and service employees are based in our headquarters and in field offices throughout the United States and Canada. Outside of North
America, our international subsidiaries license our software in their local countries as well as within other foreign countries where we do not
have a sales subsidiary.

Open Text Global Partner Program

We also market our products worldwide through indirect channels. We partner with prominent organizations in enterprise software and hardware
in an effort to enhance the value of our ECM solutions and the investments our customers have made in their existing systems. We create
mutually beneficial relationships with systems integrators, consultants, and software and hardware developers that augment and extend our
products and services. Through these relationships, we and our partners are better able to fulfill key market objectives, drive new business,
establish a competitive advantage, and create demonstrable business value. We have two broad categories of partnerships: Global Strategic
Alliances and Global Systems Integrators.

Global Strategic Alliances

These alliances are strategic partnerships, cultivated over time and often involve close collaboration of the partner s solution and our solutions to
create an extended and integrated solution for the customer.

Open Text and SAP

Open Text and SAP have shared years of partnership and close collaboration. Our solutions help customers improve the way they manage
content from SAP systems in order to assist them to improve efficiency in key processes, manage compliance and reduce costs. Our targeted
solutions let customers create, access, manage and
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securely archive all content for SAP systems, including data and documents. In addition, our solutions for SAP allow customers to address
stringent requirements for risk reduction, operational efficiency and information technology consolidation. Open Text products are typically
used by SAP customers as part of their business processes.

Open Text and Microsoft Corporation

Our strategic alliance with Microsoft offers improved integration between our ECM solutions and Microsoft s desktop and server products, such
as Microsoft SharePoint. We provide support for Microsoft platforms such as Windows 7 and SQL Server and integration with many Microsoft
products such as Exchange, Rights Management and Windows Azure. The integration of our solutions with Microsoft Office and SharePoint
allows an Open Text customer to work with information from ERP, CRM, ECM and other enterprise applications from within the Microsoft
SharePoint or Microsoft Office interface.

Microsoft SharePoint provides functionality for team collaboration and document sharing. We offer solutions that better allow our customers to
realize SharePoint s ease of use, while seamlessly tying into established regulatory and compliance policies for enterprise content consistently
applied to all sources of content in the enterprise through use of the Open Text ECM Suite.

Open Text and Oracle Corporation

This partnership extends our enterprise solutions framework, and builds upon the Oracle-Fusion based integration between Open Text and
Oracle. The partnership with Oracle allows us to focus more on building content-enabled solutions that better solve complex, industry-specific
problems. Our alliance with Oracle enables our customers to fortify their existing investments in Oracle applications, particularly in accounts
payable, and report and output management solutions. We provide a comprehensive portfolio of solutions that enhance Oracle applications such
as PeopleSoft Enterprise, JD Edwards EnterpriseOne, JD Edwards World, Oracle E-Business Suite, and Siebel.

Global Systems Integrators

Our Systems Integrator partners create an extended organization to develop technologies, repeatable service offerings, and turnkey solutions that
enhance the way our customers leverage our software. We work closely with our Systems Integrator partners to support and implement new and
evolving industry standards.

Accenture Ltd (Accenture), a global management consulting, technology services and outsourcing company, is one of our Systems Integrator
partners. Together we provide strategic ECM solutions. Accenture s extensive experience with enterprise-rollout planning and design, combined
with our ECM technology, provides solutions designed to address an organization s ECM requirements.

Other Open Text Systems Integrator partners include Deloitte Consulting LLP, Cap Gemini Inc. and Logica Holding Inc.
International Markets

We provide our ECM services worldwide, with a primary focus on Europe and North America. Our geographic coverage allows us to draw on
business and technical expertise from a geographically diverse workforce, providing greater stability to our operations and revenue streams by
diversifying our portfolio to better mitigate against the risks of a single geographically focused business.

There are inherent risks to conducting operations internationally. For more information about these risks, see Risk Factors included in Item 1A
to this Annual Report on Form 10-K.
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The market for our products is highly competitive, and we expect competition will continue to intensify as the ECM markets consolidate. We
compete with a large number of ECM providers, management companies, web content management businesses, as well as management,
workflow, document imaging and electronic document management companies. International Business Machines Corporation (IBM) is the
largest company that competes directly with us in the ECM market. Another significant competitor is EMC Corporation (EMC), a large storage
technology company and Autonomy plc (Autonomy), an infrastructure software company based in the United Kingdom. In addition to the
competition posed by IBM, EMC, and Autonomy, numerous smaller software vendors also compete in each product area. We also face
competition from systems integrators who configure hardware and software into customized systems.

Large infrastructure vendors such as Oracle and Microsoft have developed products, or plan to offer products, in the content management
market. Other large infrastructure vendors may follow in due course.

Vendors such as Iron Mountain Incorporated and Symantec Corporation have approached the ECM market from their distinct, individual market
segments, and each company may compete more intensely with us in the future. Additionally, new competitors or alliances among existing
competitors may emerge and rapidly acquire significant market share. We also expect that competition will increase as a result of ongoing
software industry consolidation.

We believe that the principal competitive factors affecting the market for our software products and services include: (i) vendor and product
reputation; (ii) product quality, performance and price; (iii) the availability of software products on multiple platforms; (iv) product scalability;
(v) product integration with other enterprise applications; (vi) software functionality and features; (vii) software ease of use; (viii) the quality of
professional services, customer support services and training, and (ix) the ability to address specific customer business problems. We believe the
relative importance of each of these factors depends upon the concerns and needs of each specific customer.

Research and Development of Our ECM Solutions

The industry in which we compete is subject to rapid technological developments, evolving industry standards, changes in customer
requirements and competitive new products and features. As a result, our success, in part, depends on our ability to continue to enhance our
existing products in a timely and efficient manner and to develop and introduce new products that meet customer needs while reducing total cost
of ownership. To achieve these objectives we have made and expect to continue to make investments in research and development, through
internal and third-party development activities, third-party licensing agreements and potentially through technology acquisitions. Our research
and development expenses were $129.4 million for Fiscal 2010, $116.2 million for Fiscal 2009 and $107.2 million for Fiscal 2008. We believe
our spending on research and development is in line with our mission to be generally recognized as The Content Experts in the ECM
marketplace. We expect to continue to invest in research and development.

Acquisitions during the last five fiscal years

Our competitive position in the marketplace requires us to maintain a complex and evolving array of technologies, products, services and
capabilities. In light of the continually evolving marketplace in which we operate, we regularly evaluate various acquisition opportunities within
the ECM marketplace and elsewhere in the high technology industry.

In Fiscal 2010, we made the following acquisitions:

On May 27, 2010, we completed our acquisition of Burntsand Inc., (Burntsand) for $10.8 million, inclusive of cash acquired.
Burntsand, based in Toronto, Ontario, Canada, is a provider of technology consulting services for customers with complex information
processing and information management
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requirements, focusing in particular in areas such as Enterprise Content Management, Collaboration and Service Management. We
believe Burntsand will complement and enhance our current service offerings to further strengthen our position in the ECM market.

On April 16, 2010, we acquired for $4.0 million, the key assets of New Generation Consulting, Inc., ( New Generation ), a Chicago,
Illinois based professional services company that delivers content enabled solutions to various U.S. based customers. Of this amount,
$0.5 million has been held back and not paid to the seller, and pending the resolution of certain post closing purchase price
adjustments, will be paid in and around the second quarter of Fiscal 2011. This acquisition is expected to enhance our professional
services capabilities for content enabled solutions on Oracle business applications.

On April 1, 2010, we acquired Nstein Technologies Inc., (Nstein) a software company based in Montreal, Quebec, Canada, for $33.9
million, inclusive of cash acquired, and consideration paid in Open Text shares. Nstein provides content management solutions which
help enterprises centralize, understand and manage large amounts of content. Nstein s solutions include its patented Text Mining
Engine which allows users to more easily search through different content and data. Our goal is to use Nstein s solutions to leverage
and better enhance our own product offering, thus further strengthening our position as an independent leader in the ECM market.

On July 21, 2009, we acquired, by way of merger, all of the issued and outstanding shares of Vignette, an Austin, Texas based
company that provides and develops software used for managing and delivering business content for $321.4 million, inclusive of cash
acquired, equity consideration provided and the fair value of shares already owned prior to acquisition date. Pursuant to the terms of
the merger agreement, each share of common stock of Vignette (not already owned by Open Text) issued and outstanding
immediately prior to the effective date of the merger (July 21, 2009) was converted into the right to receive $8.00 in cash and 0.1447
of one Open Text common share (equivalent to a value of $5.33 as of July 21, 2009). The acquisition of Vignette is expected to
strengthen our ability to offer an expanded portfolio of Enterprise Content Management (ECM) solutions to further consolidate our
position as an independent leader in the ECM marketplace.

Prior to Fiscal 2010, we completed the following acquisitions

In April 2009, we completed the acquisition of Toronto-based Vizible Corporation (Vizible), a privately held maker of digital media
interface solutions for $0.9 million. The addition of Vizible expands our Digital Media solutions.

In October, 2008, we completed the acquisition of Captaris Inc. (Captaris), a provider of software products that automate
document-centric processes, for $101.0 million, net of cash acquired. The acquisition of Captaris has strengthened our ability to offer
an expanded portfolio of solutions that integrate with SAP, Microsoft and Oracle solutions.

In July 2008, we completed the acquisition of eMotion LLC from Corbis Corporation, for $4.2 million, net of cash acquired. This
acquisition enhances our capabilities in the digital asset management market, providing us a broader portfolio of offerings for
marketing and advertising agencies, adding capabilities that complement our existing enterprise asset-management solutions.

In July 2008, we completed the acquisition of substantially all of the assets of a division of Spicer Corporation (Spicer), (a privately
held company) that specializes in file format viewer solutions for desktop applications, integrated business process management
(BPM) systems, and reprographics. We purchased the assets for $11.4 million.

In March 2007, we completed the acquisition of Momentum Inc. (Momentum), a privately held company that specializes in providing
ECM solutions to U.S. government agencies, for $4.1 million, net of cash acquired. The acquisition of Momentum has enhanced our

ability to provide services to the U.S. government. Established in 1993 and based in Arlington, Virginia, Momentum had been serving
the government sector for more than 12 years prior to our acquisition, by providing technical expertise to automate business processes.
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In October 2006, we completed the acquisition of Hummingbird Corporation (Hummingbird), an enterprise software solutions
company that specialized in the development of decision enabling web-based environments, for $412.5 million, net of cash acquired.
The acquisition of Hummingbird has strengthened our ability to offer an expanded portfolio of solutions.
We believe our acquisitions support our long-term strategic direction, strengthen our competitive position, expand our customer base and
provide greater scale to accelerate innovation, grow our earnings and increase shareholder value. We expect to continue to strategically acquire
companies, products, services and technologies to augment our existing business.

Intellectual Property Rights

Our success and ability to compete depends on our ability to develop and maintain our intellectual property and proprietary technology and to
operate without infringing on the proprietary rights of others. Our software products are generally licensed to our customers on a non-exclusive
basis for internal use in a customer s organization. We also grant rights in our intellectual property to third parties that allow them to market
certain of our products on a non-exclusive or limited-scope exclusive basis for a particular application of the product(s) or to a particular
geographic area.

We rely on a combination of copyright, patent, trademark and trade secret laws, non-disclosure agreements and other contractual provisions to
establish and maintain our proprietary rights. We have obtained or applied for trademark registration for most strategic product names in most
major markets. We have a number of United States and foreign patents and pending applications, including patents and rights to patent
applications acquired through strategic transactions, which relate to various aspects of our products and technology. The duration of our patents
is determined by the laws of the country of issuance and for the U.S. is typically 17 years from the date of issuance of the patent or 20 years
from the date of filing of the patent application resulting in the patent. While we believe our intellectual property is valuable and our ability to
maintain and protect our intellectual property rights is important to our success, we also believe that our business as a whole is not materially
dependent on any particular patent, trademark, license, or other intellectual property right.

Employees

As of June 30, 2010, we employed a total of 3,861 individuals. The composition of this employee base is as follows: (i) 756 employees in sales
and marketing, (ii) 1,097 employees in product development, (iii) 832 employees in professional services, (iv) 612 employees in customer
support, and (v) 564 employees in general and administrative roles. We believe that relations with our employees are strong. None of our
employees are represented by a labour union, nor do we have collective bargaining arrangements with any of our employees. However, in
certain international jurisdictions that we operate in, a Workers Council represents our employees.

Item 1A.  Risk Factors

The following important factors could cause our actual business and financial results to differ materially from our current expectations,
estimates, forecasts and projections. These forward-looking statements contained in this Annual Report on Form 10-K or made elsewhere by
management from time to time are subject to important risks, uncertainties and assumptions, which are difficult to predict. The risks and
uncertainties described below are not the only risks and uncertainties facing us. Additional risks not currently known to us or that we currently
believe are immaterial may also impair our operating results, financial condition and liquidity. Our business is also subject to general risks and
uncertainties that affect many other companies.
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Weakened economic conditions and uncertainty could adversely affect our operating results

Our overall performance depends in part on worldwide economic conditions. The United States, the European Union and other key international
economies have experienced a prolonged downturn as a result of a multitude of factors, including, but not limited to, turmoil in the credit and
financial markets, concerns regarding the stability and viability of major financial institutions, declines in gross domestic product, increases in
unemployment and volatility in commodity prices and worldwide stock markets, and excessive government debt. The severity and length of time
that the downturn in economic and financial market conditions may persist, as well as the timing, strength and sustainability of any temporary
recovery, are unknown and are beyond our control. During such downturns, many customers may delay or reduce technology purchases.
Contract negotiations may become more protracted or conditions could result in reductions in sales of our products, longer sales cycles, pressure
on our margins, difficulties in collection of accounts receivable or delayed payments, slower adoption of new technologies and increased price
competition. In addition, continued deterioration of the global credit markets could adversely impact our ability to complete sales of our
solutions and services, including maintenance and support renewals. Any of these prolonged events, as well as a general weakening of, or
declining corporate confidence in, the global economy, or a curtailment in government or corporate spending could delay or decrease customer
purchases.

Stress in the global financial system may adversely affect our finances and operations in ways that may be hard to predict or to defend
against

Recent events in the financial markets have demonstrated that businesses and industries throughout the world are very tightly connected to each
other. Thus, financial developments seemingly unrelated to us or to our industry may adversely affect us over the course of time. For example,
material increases in LIBOR or other applicable interest rate benchmarks may increase the debt payment costs for the portion of our credit
facilities that we have not hedged. Credit contraction in financial markets may hurt our ability to access credit in the event that we identify an
acquisition opportunity or require significant access to credit for other reasons. Similarly, volatility in our stock price due to seemingly unrelated
financial developments could hurt our ability to raise capital for the financing of acquisitions or other reasons. Potential price inflation caused by
an excess of liquidity in countries where we conduct business may increase the cost we incur to provide our solutions and may reduce profit
margins on agreements that govern our provision of products or services to customers over a multi-year period. A reduction in credit, combined
with reduced economic activity, may adversely affect businesses and industries that collectively constitute a significant portion of our customer
base. As a result, these customers may need to reduce their purchases of our products or services, or we may experience greater difficulty in
receiving payment for the products or services that these customers purchase from us. Any of these events, or any other events caused by turmoil
in world financial markets, may have a material adverse effect on our business, operating results, and financial condition.

The length of our sales cycle can fluctuate significantly which could result in significant fluctuations in license revenue being recognized
Jfrom quarter to quarter

The decision by a customer to purchase our products often involves a comprehensive implementation process across the customer s network or
networks. As a result, licenses of these products may entail a significant commitment of resources by prospective customers, accompanied by
the attendant risks and delays frequently associated with significant expenditures and lengthy sales cycle and implementation procedures. Given
the significant investment and commitment of resources required by an organization to implement our software, our sales cycle may be longer
compared to other companies within our own industry, as well as companies in other industries. Over the past several fiscal years, we have
experienced a lengthening of our sales cycle as customers include more personnel in their decisions and focus on more enterprise-wide licensing
arrangements. In the current economic environment it is not uncommon to see reduced information technology spending. It may take several
months, or even several quarters, for marketing opportunities to materialize. If a customer s decision to license our software is delayed or if the
installation of our products takes longer than originally anticipated, the date on which we may recognize revenue from these licenses would be
delayed. Such delays could cause our revenues to be lower than expected in a particular period.

11

Table of Contents 16



Edgar Filing: OPEN TEXT CORP - Form 10-K

Table of Conten

Our success depends on our relationships with strategic partners and with distributors and any reduction in the sales efforts by distributors,
or cooperative efforts from our partners, could materially impact our revenues

We rely on close cooperation with partners for sales and product development as well as for the optimization of opportunities that arise in our
competitive environment. Also, a portion of our license revenues is derived from the licensing of our products through third parties. Our success
will depend, in part, upon our ability to maintain access to existing channels of distribution and to gain access to new channels if and when they
develop. We may not be able to retain a sufficient number of our existing distributors or develop a sufficient number of future distributors.
Distributors may also give higher priority to the sale of products other than ours (which could include competitors products) or may not devote
sufficient resources to marketing our products. The performance of third party distributors is largely outside of our control, and we are unable to
predict the extent to which these distributors will be successful in marketing and licensing our products. A reduction in partner cooperation or
sales efforts, a decline in the number of distributors, or a decision by our distributors to discontinue the sale of our products could materially
reduce revenue.

If we do not continue to develop new technologically advanced products that successfully integrate with the software products and
enhancements used by our customers, future revenues and our operating results may be negatively affected

Our success depends upon our ability to design, develop, test, market, license and support new software products and enhancements of current
products on a timely basis in response to both competitive threats and marketplace demands. In addition, software products and enhancements
must remain compatible with standard platforms and file formats. Often, we must integrate software licensed or acquired from third parties with
our proprietary software to create or improve our products. If we are unable to achieve a successful integration with third party software, we may
not be successful in developing and marketing our new software products and enhancements. If we are unable to successfully integrate third
party software to develop new software products and enhancements to existing products, or to complete products currently under development
which we license or acquire from third parties, our operating results will materially suffer. In addition, if the integrated or new products or
enhancements do not achieve acceptance by the marketplace, our operating results will materially suffer. Also, if new industry standards emerge
that we do not anticipate or adapt to, our software products could be rendered obsolete and, as a result, our business and operating results, as
well as our ability to compete in the marketplace, would be materially harmed.

If our products and services do not gain market acceptance, our operating results may be negatively affected

We intend to pursue our strategy of growing the capabilities of our ECM software offerings through our proprietary research and the
development of new product offerings, as well as through acquisitions. In response to customer demand, it is important to our success that we
continue: (i) to enhance our products; and (ii) to seek to set the standard for ECM capabilities. The primary market for our software and services
is rapidly evolving which means that the level of acceptance of products and services that have been released recently or that are planned for
future release by the marketplace is not certain. If the markets for our products and services fail to develop, develop more slowly than expected
or become subject to increased competition, our business may suffer. As a result, we may be unable to: (i) successfully market our current
products and services, (ii) develop new software products, services and enhancements to current products and services, (iii) complete customer
installations on a timely basis, or (iv) complete products and services currently under development. In addition, increased competition could put
significant pricing pressures on our products which could negatively impact our margins and profitability. If our products and services are not
accepted by our customers or by other businesses in the marketplace, our business and operating results will be materially affected.
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Our investment in our current research and development efforts may not provide a sufficient, timely return

The development of ECM software products is a costly, complex and time-consuming process, and the investment in ECM software product
development often involves a long wait until a return is achieved on such an investment. We make and will continue to make significant
investments in software research and development and related product opportunities. Investments in new technology and processes are
inherently speculative. Commercial success depends on many factors including the degree of innovation of the products developed through our
research and development efforts, sufficient support from our strategic partners, and effective distribution and marketing. Accelerated product
introductions and short product life cycles require high levels of expenditures for research and development. These expenditures may adversely
affect our operating results if they are not offset by revenue increases. We believe that we must continue to dedicate a significant amount of
resources to our research and development efforts in order to maintain our competitive position. However, significant revenue from new product
and service investments may not be achieved for a number of years, if at all. Moreover, new products and services may not be profitable, and
even if they are profitable, operating margins for new products and businesses may not be as high as the margins we have experienced for our
current or historical products and services.

Product development is a long, expensive and uncertain process, and we may terminate one or more of our development programs.

We may determine that certain product candidates or programs do not have sufficient potential to warrant the allocation of resources.
Accordingly, we may elect to terminate one or more of our programs for such product candidates. If we terminate a product in development
which we have invested significant resources, our prospects may suffer, as we will have expended resources on a project that may not provide a
return on our investment and may have missed the opportunity to have allocated those resources to potentially more productive uses.

Failure to protect our intellectual property could harm our ability to compete effectively

We are highly dependent on our ability to protect our proprietary technology. We rely on a combination of copyright, patent, trademark and
trade secret laws, as well as non-disclosure agreements and other contractual provisions to establish and maintain our proprietary rights. We
intend to protect our rights vigorously; however, there can be no assurance that these measures will, in all cases, be successful. Enforcement of
our intellectual property rights may be difficult, particularly in some nations outside of North America in which we seek to market our products.
While U.S. and Canadian copyright laws, international conventions and international treaties may provide meaningful protection against
unauthorized duplication of software, the laws of some foreign jurisdictions may not protect proprietary rights to the same extent as the laws of
Canada or of the United States. The absence of internationally harmonized intellectual property laws makes it more difficult to ensure consistent
protection of our proprietary rights. Software piracy has been, and is expected to be, a persistent problem for the software industry, and piracy of
our products represents a loss of revenue to us. Where applicable, certain of our license arrangements have required us to make a limited
confidential disclosure of portions of the source code for our products, or to place such source code into escrow for the protection of another
party. Despite the precautions we have taken, unauthorized third parties, including our competitors, may be able to: (i) copy certain portions of
our products; or (ii) reverse engineer or obtain and use information that we regard as proprietary. Also, our competitors could independently
develop technologies that are perceived to be substantially equivalent or superior to our technologies. Our competitive position may be adversely
affected by our possible inability to effectively protect our intellectual property.

Other companies may claim that we infringe their intellectual property, which could materially increase costs and materially harm our
ability to generate future revenue and profits

Claims of infringement are becoming increasingly common as the software industry develops and as related legal protections, including patents
are applied to software products. Although we do not believe that our products infringe on the rights of third parties, third parties may assert
infringement claims against us in the
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future. Although most of our technology is proprietary in nature, we do include certain third party software in our products. In these cases, this
software is licensed from the entity holding the intellectual property rights. Although we believe that we have secured proper licenses for all
third-party software that is integrated into our products, third parties may assert infringement claims against us in the future. Any such assertion
may result in litigation or may require us to obtain a license for the intellectual property rights of third parties. Such licenses may not be
available, or they may not be available on reasonable terms. In addition, such litigation could be disruptive to our ability to generate revenue or
enter into new market opportunities and may result in significantly increased costs as a result of our defense against those claims or our attempt
to license the patents or rework our products to ensure they comply with judicial decisions. Any of the foregoing could have a significant
adverse impact on our business and operating results as well as our ability to generate future revenue and profits.

The loss of licenses to use third-party software or the lack of support or enhancement of such software could adversely affect our business

We currently depend upon a limited number of third-party software products. If such software products were not available, we might experience
delays or increased costs in the development of our products. For a limited number of product modules, we rely on software products that we
license from third-parties, including software that is integrated with internally developed software and which is used in our products to perform
key functions. These third-party software licenses may not continue to be available to us on commercially reasonable terms, and the related
software may not continue to be appropriately supported, maintained, or enhanced by the licensors. The loss by us of the license to use, or the
inability by licensors to support, maintain, and enhance any of such software, could result in increased costs or in delays or reductions in product
shipments until equivalent software is developed or licensed and integrated with internally developed software. Such increased costs or delays or
reductions in product shipments could adversely affect our business.

Current and future competitors could have a significant impact on our ability to generate future revenue and profits

The markets for our products are intensely competitive, and are subject to rapid technological change and other pressures created by changes in
our industry. The convergence of many technologies has resulted in unforeseen competitors arising from companies that were traditionally not
viewed as threats to our marketplace. We expect competition to increase and intensify in the future as the pace of technological change and
adaptation quickens and as additional companies enter our markets, including those competitors who offer similar solutions as we do, but offer it
through a different form of delivery. Numerous releases of competitive products have occurred in recent history and are expected to continue in
the future. We may not be able to compete effectively with current competitors and potential entrants into our marketplace. We could lose
market share if our current or prospective competitors: (i) introduce new competitive products, (ii) add new functionality to existing products,
(iii) acquire competitive products, (iv) reduce prices, or (v) form strategic alliances with other companies. If other businesses were to engage in
aggressive pricing policies with respect to competing products, or if the dynamics in our marketplace resulted in increasing bargaining power by
the consumers of our products and services, we would need to lower the prices we charge for the products we offer. This could result in lower
revenues or reduced margins, either of which may materially and adversely affect our business and operating results. Additionally, if prospective
consumers choose other methods of ECM delivery, different from that which we offer, our business and operating results could also be
materially and adversely affected.

Consolidation in the industry, particularly by large, well-capitalized companies, could place pressure on our operating margins which could,
in turn, have a material adverse affect on our business

Acquisitions by large, well-capitalized technology companies have changed the marketplace for our goods and services by replacing competitors
which are comparable in size to our company with companies that have more resources at their disposal to compete with us in the marketplace.
In addition, other large corporations with considerable financial resources either have products that compete with the products we offer, or have
the ability

14

Table of Contents 19



Edgar Filing: OPEN TEXT CORP - Form 10-K

Table of Conten

to encroach on our competitive position within our marketplace. These companies have considerable financial resources, channel influence, and
broad geographic reach; thus, they can engage in competition with our products and services on the basis of sale price, marketing, services or
support. They also have the ability to introduce items that compete with our maturing products and services. The threat posed by larger
competitors and the goods and services that these companies may be able to produce to our target customers at a lower cost may materially
reduce the profit margins we earn on the goods and services we provide to the marketplace. Any material reduction in our profit margin may
have an adverse material affect on the operations or finances of our business, which could hinder our ability to raise capital in the public markets
at opportune times for strategic acquisitions or general operational purposes, which may prevent effective strategic growth or scale or put as at a
disadvantage to our better capitalized competitors.

Acquisitions, investments, joint ventures and other business initiatives may negatively affect our operating results

The growth of our company through the successful acquisition and integration of complementary businesses is a critical component of our
corporate strategy. Thus, we continue to seek opportunities to acquire or invest in businesses, products and technologies that expand,
complement or otherwise relate to our current or future business. We may also consider, from time to time, opportunities to engage in joint
ventures or other business collaborations with third parties to address particular market segments. These activities create risks such as: (i) the
need to integrate and manage the businesses and products acquired with our own business and products, (ii) additional demands on our
resources, systems, procedures and controls, (iii) disruption of our ongoing business, and (iv) diversion of management s attention from other
business concerns. Moreover, these transactions could involve: (a) substantial investment of funds or financings by issuance of debt or equity
securities; (b) substantial investment with respect to technology transfers and operational integration; and (c) the acquisition or disposition of
product lines or businesses. Also, such activities could result in one-time charges and expenses and have the potential to either dilute the
interests of existing shareholders or result in the issuance of, or assumption of debt. Such acquisitions, investments, joint ventures or other
business collaborations may involve significant commitments of financial and other resources of our company. Any such activity may not be
successful in generating revenue, income or other returns to us, and the resources committed to such activities will not be available to us for
other purposes. Moreover, if we are unable to access capital markets on acceptable terms or at all, we may not be able to consummate
acquisitions, or may have to do so on the basis of a less than optimal capital structure. Our inability: (i) to take advantage of growth
opportunities for our business or for our products, or (ii) to address risks associated with acquisitions or investments in businesses, may
negatively affect our operating results. Additionally, any impairment of goodwill or other intangible assets acquired in an acquisition or in an
investment, or charges to earnings associated with any acquisition or investment activity, may materially reduce our earnings which, in turn, may
have an adverse material affect on the price of our Common Shares.

Our acquisition activity may lead to a material increase in the incurrence of debt which may adversely affect our finances

We may borrow money to provide the funds necessary to pay for companies we seek to acquire, if we deem such financing activity to be
appropriate. The interest costs generated under any such debt obligations may materially increase our interest expense which may materially and
adversely affect our profitability as well as the price of our Common Shares. Our ability to pay the interest and repay the principal for the
indebtedness we incur as a result of our acquisition activity depends upon our ability to manage our business operations and our financial
resources. In addition, the agreements related to such borrowings may contain covenants requiring us to meet certain financial performance
targets and operating covenants, and limiting our discretion with respect to certain business matters, such as, among other things, any future
payment of dividends, the borrowing of additional amounts and the making of investments.
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Businesses we acquire may have disclosure controls and procedures and internal controls over financial reporting that are weaker than or
otherwise not in conformity with ours

We have a history of acquiring complementary businesses of varying size and organizational complexity. Upon consummating an acquisition,
we seek to implement our disclosure controls and procedures as well as our internal controls over financial reporting at the acquired company as
promptly as possible. Depending upon the nature of the business acquired, the implementation of our disclosure controls and procedures as well
as the implementation of our internal controls over financial reporting at an acquired company may be a lengthy process. Typically, we conduct
due diligence prior to consummating an acquisition; however, such diligence may not identify all material issues and our integration efforts may
periodically expose deficiencies in the disclosure controls and procedures as well as in internal controls over financial reporting of an acquired
company. If such deficiencies exist, we may not be in a position to comply with our periodic reporting requirements and, as a result, our business
and financial condition may be materially harmed.

We must continue to manage our internal resources during periods of company growth or our operating results could be adversely affected

The ECM market has continued to evolve at a rapid pace. Moreover, we have grown significantly through acquisitions in the past and expect to
continue to review acquisition opportunities as a means of increasing the size and scope of our business. Our growth, coupled with the rapid
evolution of our markets, has placed, and will continue to place, significant strains on our administrative and operational resources and increased
demands on our internal systems, procedures and controls. Our administrative infrastructure, systems, procedures and controls may not
adequately support our operations. In addition, our management may not be able to achieve the rapid, effective execution of the product and
business initiatives necessary to successfully implement our operational and competitive strategy. If we are unable to manage growth effectively
our operating results will likely suffer which may, in turn, adversely affect our business.

If we are not able to attract and retain top employees, our ability to compete may be harmed

Our performance is substantially dependent on the performance of our executive officers and key employees. The loss of the services of any of
our executive officers or other key employees could significantly harm our business. We do not maintain key person life insurance policies on
any of our employees. Our success is also highly dependent on our continuing ability to identify, hire, train, retain and motivate highly qualified
management, technical, sales and marketing personnel. In particular, the recruitment of top research developers and experienced salespeople
remains critical to our success. Competition for such people is intense, substantial and continuous, and we may not be able to attract, integrate or
retain highly qualified technical, sales or managerial personnel in the future. In addition, in our effort to attract and retain critical personnel, we
may experience increased compensation costs that are not offset by either improved productivity or higher prices for our products or services.

Our compensation structure may hinder our efforts to attract and retain vital employees

A portion of our total compensation program for our executive officers and key personnel includes the award of options to buy our Common
Shares. If the price of our Common Shares performs poorly, such performance may adversely affect our ability to retain or attract critical
personnel. In addition, any changes made to our stock option policies, or to any other of our compensation practices, which are made necessary
by governmental regulations or competitive pressures could adversely affect our ability to retain and motivate existing personnel and recruit new
personnel. For example, any limit to total compensation which may be proscribed by the government or any significant increases in personal
income tax levels levied in countries where we have a significant operational presence, may hurt our ability to attract or retain our executive
officers or other employees whose efforts are vital to our success. Additionally, payments under our long-term incentive plan (the details of
which are described in Item 11 of this Annual Report on Form 10-K) are dependent to a significant extent upon the future performance of our
company both in absolute terms and in comparison to similarly
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situated companies. Any failure to achieve the targets set under the long-term incentive plan could significantly reduce or eliminate payments
made under this plan, which may, in turn, materially and adversely affect our ability to retain the key personnel who are subject to this plan.

We may not generate sufficient cash flow to satisfy our unfunded pension obligations

Through one of our acquisitions, we assumed its unfunded pension plan liabilities. We will be required to use the operating cash flow that we
generate in the future to meet these obligations. As a result, our future net pension liability and cost may be materially affected by the discount
rate used to measure these pension obligations and by the longevity and actuarial profile of the relevant workforce. A change in the discount rate
may result in a significant increase or decrease in the valuation of these pension obligations, and these changes may affect the net periodic
pension cost in the year the change is made and in subsequent years. We cannot assure that we will generate sufficient cash flow to satisfy these
obligations. Any inability to satisfy these pension obligations may have a material adverse effect on the operational and financial health of our
business.

Unexpected events may materially harm our ability to align when we incur expenses with when we recognize revenues

We incur operating expenses based upon anticipated revenue trends. Since a high percentage of these expenses are relatively fixed, a delay in
recognizing revenue from transactions related to these expenses (such a delay may be due to the factors described elsewhere in this risk factor
section or it may be due to other factors) could cause significant variations in operating results from quarter to quarter, and such a delay could
materially reduce operating income. If these expenses are not subsequently followed by revenues, our business, financial condition, or results of
operations could be materially and adversely affected.

We may fail to achieve our financial forecasts due to inaccurate sales forecasts or other factors

Our revenues and particularly our new software license revenues are difficult to forecast, and, as a result, our quarterly operating results can
fluctuate substantially. We use a pipeline system, a common industry practice, to forecast sales and trends in our business. Our sales personnel
monitor the status of all proposals and estimate when a customer will make a purchase decision and the dollar amount of the sale. These
estimates are aggregated periodically to generate a sales pipeline. Our pipeline estimates can prove to be unreliable both in a particular quarter
and over a longer period of time, in part because the conversion rate or closure rate of the pipeline into contracts can be very difficult to estimate.
A contraction in the conversion rate, or in the pipeline itself, could cause us to plan or budget incorrectly and adversely affect our business or
results of operations. In particular, a slowdown in IT spending or economic conditions generally can unexpectedly reduce the conversion rate in
particular periods as purchasing decisions are delayed, reduced in amount or cancelled. The conversion rate can also be affected by the tendency
of some of our customers to wait until the end of a fiscal period in the hope of obtaining more favorable terms, which can also impede our ability
to negotiate and execute these contracts in a timely manner. In addition, for newly acquired companies, we have limited ability to immediately
predict how their pipelines will convert into sales or revenues following the acquisition and their conversion rate post-acquisition may be quite
different from their historical conversion rate.

The restructuring of our operations may, adversely affect our business or our finances

We often undertake initiatives to restructure or streamline our operations. We may incur costs associated with implementing a restructuring
initiative beyond the amount contemplated when we first developed the initiative, and these increased costs may be substantial. As well such
costs would decrease our net income and earnings per share for the periods in which those adjustments are made. We will continue to evaluate
our operations, and may propose future restructuring actions as a result of changes in the marketplace, including the exit from less profitable
operations or the decision to terminate services which are not valued by our customers. Any failure to successfully execute these initiatives on a
timely basis may have a material adverse impact on our operations.
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Our international operations expose us to business risks that could cause our operating results to suffer

We intend to continue to make efforts to increase our international operations and anticipate that international sales will continue to account for a
significant portion of our revenue. These international operations are subject to certain risks and costs, including the difficulty and expense of
administering business and compliance abroad, compliance with domestic and foreign laws (including without limitation domestic and
international import and export laws and regulations), costs related to localizing products for foreign markets, and costs related to translating and
distributing products in a timely manner. International operations also tend to be subject to a longer sales and collection cycle. In addition,
regulatory limitations regarding the repatriation of earnings may adversely affect the transfer of cash earned from foreign operations. Significant
international sales may also expose us to greater risk from political and economic instability, unexpected changes in Canadian, United States or
other governmental policies concerning import and export of goods and technology, regulatory requirements, tariffs and other trade barriers.
Additionally, international earnings may be subject to taxation by more than one jurisdiction, which may materially adversely affect our
effective tax rate. Also, international expansion may be more difficult, time consuming, and costly. As a result, if revenues from international
operations do not offset the expenses of establishing and maintaining foreign operations, our operating results will suffer. Moreover, in any
given quarter, a change in foreign exchange rates may adversely affect our revenue, earnings or other financial measures.

Our products may contain defects that could harm our reputation, be costly to correct, delay revenues, and expose us to litigation

Our products are highly complex and sophisticated and, from time to time, may contain design defects or software errors that are difficult to
detect and correct. Errors may be found in new software products or improvements to existing products after commencement of shipments to our
customers. If these defects are discovered, we may not be able to successfully correct such errors in a timely manner. In addition, despite the
extensive tests we conduct on all our products, we may not be able to fully simulate the environment in which our products will operate and, as a
result, we may be unable to adequately detect the design defects or software errors which may become apparent only after the products are
installed in an end-user s network. The occurrence of errors and failures in our products could result in the delay or the denial of market
acceptance of our products; alleviating such errors and failures may require us to make significant expenditure of our resources. The harm to our
reputation resulting from product errors and failures may be materially damaging. Since we regularly provide a warranty with our products, the
financial impact of fulfilling warranty obligations may be significant in the future. Our agreements with our strategic partners and end-users
typically contain provisions designed to limit our exposure to claims. These agreements regularly contain terms such as the exclusion of all
implied warranties and the limitation of the availability of consequential or incidental damages. However, such provisions may not effectively
protect us against claims and the attendant liabilities and costs associated with such claims. Although we maintain errors and omissions
insurance coverage and comprehensive liability insurance coverage, such coverage may not be adequate to cover all such claims. Accordingly,
any such claim could negatively affect our financial condition.

Our products rely on the stability of infrastructure software that, if not stable, could negatively impact the effectiveness of our products,
resulting in harm to our reputation and business

Our developments of Internet and intranet applications depend and will depend on the stability, functionality and scalability of the infrastructure
software of the underlying intranet, such as the infrastructure software produced by Hewlett-Packard Company, Oracle, Microsoft and others. If
weaknesses in such infrastructure software exist, we may not be able to correct or compensate for such weaknesses. If we are unable to address
weaknesses resulting from problems in the infrastructure software such that our products do not meet customer needs or expectations, our
reputation, and consequently, our business may be significantly harmed.
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Business disruptions may adversely affect our operations

Our business and operations are highly automated and a disruption or failure of our systems may delay our ability to complete sales and to
provide services. A major disaster or other catastrophic event that results in the destruction or disruption of any of our critical business or
information technology systems could severely affect our ability to conduct normal business operations. This possible disruption may materially
and adversely affect our future operating results.

Our revenues and operating results are likely to fluctuate which could materially impact the price of our Common Shares

We experience, and we are likely to continue to experience, significant fluctuations in revenues and operating results caused by many factors,
including:

Changes in the demand for our products and for the products of our competitors;

The introduction or enhancement of products by us and by our competitors;

Market acceptance of enhancements or products;

Delays in the introduction of products or enhancements by us or by our competitors;

Customer order deferrals in anticipation of upgrades and new products;

Changes in the lengths of sales cycles;

Changes in our pricing policies or those of our competitors;

Delays in product installation with customers;

Change in the mix of distribution channels through which products are licensed;

Change in the mix of products and services sold;

Change in the mix of international and North American revenues;

Changes in foreign currency exchange rates and LIBOR rates;

Acquisitions and the integration of acquired businesses;
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Restructuring charges taken in connection with any completed acquisition or otherwise;

Changes in general economic and business conditions; and

Changes in general political developments, such as international trade policies and policies taken to stimulate or to preserve national

economies.
A general weakening of the global economy, or economic or business uncertainty created by North American or international political
developments, could cancel or delay customer purchases. A cancellation or deferral of even a small number of licenses or delays in the
installation of our products could have a material adverse effect on our operations. As a result of the timing of product introductions and the
rapid evolution of our business as well as of the markets we serve, we cannot predict whether patterns or trends experienced in the past will
continue. For these reasons, you should not rely upon period-to-period comparisons of our financial results to forecast future performance. Our
revenue and operating results may vary significantly and this possible variance could materially reduce the market price of our Common Shares.

The volatility of our stock price could lead to losses by shareholders

The market price of our Common Shares has been subject to wide fluctuations. Such fluctuations in market price may continue in response to:
(1) quarterly and annual variations in operating results; (ii) announcements of technological innovations or new products that are relevant to our
industry; (iii) changes in financial estimates by
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securities analysts; or (iv) other events or factors. In addition, financial markets experience significant price and volume fluctuations that
particularly affect the market prices of equity securities of many technology companies. These fluctuations have often resulted from the failure

of such companies to meet market expectations in a particular quarter, and thus such fluctuations may or may not be related to the underlying
operating performance of such companies. Broad market fluctuations or any failure of our operating results in a particular quarter to meet market
expectations may adversely affect the market price of our Common Shares. Occasionally, periods of volatility in the market price of a company s
securities may lead to the institution of securities class action litigation against a company. Due to the volatility of our stock price, we may be

the target of such securities litigation in the future. Such legal action could result in substantial costs to defend our interests and a diversion of
management s attention and resources, each of which would have a material adverse effect on our business and operating results.

We may become involved in litigation that may materially adversely affect us

From time to time in the ordinary course of our business, we may become involved in various legal proceedings, including commercial, product
liability, employment, class action and other litigation and claims, as well as governmental and other regulatory investigations and proceedings.
Such matters can be time-consuming, divert management s attention and resources and cause us to incur significant expenses. Furthermore,
because litigation is inherently unpredictable, the results of any such actions may have a material adverse effect on our business, operations or
financial condition.

Our provision for income taxes and effective income tax rate may vary significantly and may adversely affect our results of operations and
cash resources.

Significant judgment is required in determining our provision for income taxes. Various internal and external factors may have favorable or
unfavorable effects on our future provision for income taxes, income taxes receivable, and our effective income tax rate. These factors include,

but are not limited to, changes in tax laws, regulations and/or rates, results of audits by tax authorities, changing interpretations of existing tax
laws or regulations, changes in estimates of prior years items, the impact of transactions we complete, future levels of research and development
spending, changes in the overall mix of income among the different jurisdictions in which we operate, and changes in overall levels of income
before taxes. Furthermore, new accounting pronouncements or new interpretations of existing accounting pronouncements (such as those
described in Note 2 Significant Accounting Policies inthe Notes to the Consolidated Financial Statements ), and/or any internal restructuring
initiatives we may implement from time to time to streamline our operations, can have a material impact on our effective income tax rate.

Tax examinations are often complex as tax authorities may disagree with the treatment of items reported by us, the result of which could have a
material adverse effect on our financial condition and results of operations. Although we believe our estimates are reasonable, the ultimate
outcome with respect to the taxes we owe may differ from the amounts recorded in our financial statements, and this difference may materially
affect our financial results in the period or periods for which such determination is made.

Item 1B.  Unresolved Staff Comments.
None.

Item 2. Properties
Our properties consist of owned and leased office facilities for sales, support, research and development, consulting and administrative
personnel, totaling approximately 112,000 square feet of owned facilities and 1,226,222 square feet of leased facilities.
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Owned Facilities

Our headquarters is located in Waterloo, Ontario, Canada, and it consists of approximately 112,000 square feet. We currently utilize the entire
facility for our operations. The land upon which the building stands is leased from the University of Waterloo (the University), for a period of 49
years beginning in December 2005, with an option to renew for an additional term of 49 years. The option to renew is exercisable by us upon
providing written notice to the University not earlier than the 40th anniversary and not later than the 45th anniversary of the lease
commencement date.

We have obtained a mortgage from a Canadian chartered bank which has been secured by a lien on our headquarters in Waterloo. For more
information regarding this mortgage please refer to Note 10 Long-term Debt to the Notes to Consolidated Financial Statements, under Item 8 of
this Annual Report on Form 10-K.

In May 2009, we received approval from our Board of Directors to start construction of a facility on an adjacent parcel of land to our existing
Waterloo facility which will consist of 120,000 square feet. We have not commenced the construction of this facility as of yet, however we
expect that the construction thereof will begin in Fiscal 2011 and will take at least 12 months.

Leased Facilities

We lease 1,226,222 square feet both domestically and internationally. Our significant leased facilities include the following:

Grasbrunn facility, located in Germany, totaling 339,195 square feet;

Richmond Hill facility, located in Toronto, Ontario, Canada, totaling 101,458 square feet;

Austin facility, located in Texas, United States, totaling 85,898 square feet;

Bellevue facility, located in Washington, United States, totaling 54,855 square feet;

Hyderabad facility, located in India, totaling 66,838 square feet; and

Konstanz facility, located in Germany, totaling 50,747 square feet.
Due to restructuring and merger integration initiatives, we have vacated 415,906 square feet of our leased properties. The vacated space has
either been sublet or is being actively marketed for sublease or disposition.

Item 3. Legal Proceedings

In the normal course of business, we are subject to various legal claims, as well as potential legal claims. While the results of litigation and
claims cannot be predicted with certainty, we believe that the final outcome of these matters will not have a materially adverse effect on our
consolidated results of operations or financial conditions.

Item 4. Submission of Matters to a Vote of Security Holders
None.
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PART II

Item 5.

Market for Registrant s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities

Our Common Shares have traded on the NASDAQ stock market since 1996 under the symbol OTEX and our Common Shares have traded on
the Toronto Stock Exchange ( TSX ) since 1998 under the symbol OTC . The following table sets forth the high and low sales prices for our
Common Shares, as reported by the TSX and NASDAQ, respectively, for the periods indicated below.

Fiscal Year Ending June 30, 2010:
Fourth Quarter

Third Quarter

Second Quarter

First Quarter

Fiscal Year Ending June 30, 2009:
Fourth Quarter

Third Quarter

Second Quarter

First Quarter

NASDAQ
(in USD)

High Low
$50.97 $37.07
$49.55 $39.37
$41.44 $35.82
$40.19  $33.69
$37.20 $29.89
$36.40 $28.93
$36.46 $22.01
$39.09 $28.70

TSX
(in CAD)
High Low
$51.25 $39.02
$51.92 $41.42
$42.99 $38.39
$43.69 $37.13
$44.58 $35.00
$ 44.60 $35.76
$39.00 $27.01
$41.14 $29.60

On July 7, 2010, the closing price of our Common Shares on the NASDAQ was $38.44 per share, and on the TSX was Canadian $40.25 per

share.

As at July 7, 2010, we had 360 shareholders of record holding our Common Shares of which 315 were U.S. shareholders.

Unregistered Sales of Equity Securities
None.

Dividend Policy

We have historically not paid cash dividends on our capital stock. We currently intend to retain earnings, if any, for use in our business, and we

do not anticipate paying any cash dividends in the foreseeable future.

Stock Purchases

The following table provides details of Common Shares purchased by the Company during the three months ended June 30, 2010:

PURCHASES OF EQUITY SECURITIES OF THE COMPANY FOR THE THREE

MONTHS ENDED JUNE 30, 2010

Period (a) (b)
Total Average
Number of Price
Shares Paid
(or Units) per Share
Purchased (or Unit)

Table of Contents

(c)

Total

Number of Shares
(or Units) Purchased
as Part of Publicly
Announced Plans or

)
Maximum
Number of Shares
(or Units) that May
Yet Be Purchased
Under the Plans or
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04/1/10 to 04/30/10
05/1/10 to 05/31/10
06/1/10 to 06/30/10

Total
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307,579 $ 4552
$
307,579 $ 4552
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The above represents Common Shares issuable, in the future, in connection with performance share units granted under our Fiscal 2010
long-term incentive plan. For more details of this repurchase, please see Treasury Stock under Note 11 Share Capital, Option Plans and
Share-based Payments , under Item 8 of this Annual Report on Form 10-K. The price paid for the Common Shares was at the prevailing market
price at the time of repurchase.

Stock Performance Graph and Cumulative Total Return

The following graph compares for each of the five fiscal years ended June 30, 2010, the yearly percentage change in the cumulative total
shareholder return on our Common Shares with the cumulative total return on:

An index of companies in the internet and software services industry which is maintained by Hemscott, Inc. (herein referred to as the
Hemscott Group Index );

the NASDAQ Market Index; and

the S&P/TSX Composite Index
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The graph illustrates the cumulative return on a $100 investment in our Common Shares made on June 30, 2005, as compared with the
cumulative return on a $100 investment in the Hemscott Index, the NASDAQ Market Index and the S&P/TSX Composite Index (collectively
referred to as the Indices ) made on the same day. Dividends declared on securities comprising the respective Indices are assumed to be
reinvested. The performance of our Common Shares, as set out in the graph is based upon historical data and is not indicative of, nor intended to
forecast, future performance of our Common Shares. The graph lines merely connect measurement dates and do not reflect fluctuations between
those dates.

The chart below provides information with respect to the value of $100 invested on June 30, 2005, in our Common Shares as well as in the other
Indices, assuming dividend reinvestment when applicable:

June 30,
2005 2006 2007 2008 2009 2010
Open Text Corporation $100.00 $101.91 $153.56 $226.53 $257.02 $264.93
Hemscott Group Index $100.00 $102.18 $127.71 $122.05 $ 99.54 $111.30
NASDAQ Market Index $100.00 $10644 $127.60 $113.21 $ 91.52 $106.15
S&P/TSX Composite $100.00 $131.51 $169.24 $188.60 $122.81 $150.70

To the extent that this Annual Report on Form 10-K has been or will be specifically incorporated by reference into any filing by us under the
Securities Act of 1933, as amended, or the Exchange Act, the foregoing Stock Performance Graph and Cumulative Total Return shall not be
deemed to be soliciting materials or to be so incorporated, unless specifically otherwise provided in any such filing.
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Securities Authorized for Issuance under Equity Compensation Plans

The following table sets forth summary information relating to our various stock compensation plans as of June 30, 2010:

Number of securities
remaining available
for future issuance

Number of securities Weighted average under equity
to be issued upon exercise exercise price compensation plans
of outstanding options, of outstanding options, (excluding securities
Plan Category warrants, and rights warrants, and rights reflected in column a)
(a) (b) ©

Equity compensation plans approved by

security holders: 1,658,391 $ 18.20 1,382,345
Equity compensation plans not approved by

security holders

Under restricted stock awards (1) 8,886 n/a
Under deferred / performance stock awards 4,299 n/a 307,579
Total 1,671,576 $ n/a 1,689,924

(1) These restricted stock awards were assumed in connection with our acquisitions. No additional awards were or can be granted under the
plan that originally issued these awards.
Canadian Tax Matters

Dividends

Under the 1980 U.S.-Canada Income Tax Convention (the Convention), a Canadian withholding tax of 15% applies to the gross amount of
dividends (including stock dividends) paid or credited to beneficial owners of our Common Shares: who are resident in the U.S. for the purposes
of the Convention; and who do not hold the shares in connection with a business carried on through a permanent establishment or a fixed
location in Canada.

The Convention provides an exemption from withholding tax on dividends paid or credited to certain tax-exempt organizations that are resident
in the U.S. for purposes of the Convention. Persons who are subject to the U.S. federal income tax on dividends may be entitled, subject to
certain limitations, to either a credit or deduction with respect to Canadian income taxes withheld with respect to dividends paid or credited on
our Common Shares.

The Fifth Protocol to the 1980 tax treaty between Canada and the U.S. entered into force on December 15, 2008 and is generally effective in
respect of taxes withheld at source on February 1, 2009 (and in respect of other taxes for taxation years beginning after December 31, 2008).

Under the Protocol, dividends are subject to a 5% withholding tax where the beneficial owner is a company (including fiscally transparent
entities as from 1 January 2010) that holds at least 10% of the voting stock of the company paying the dividends; otherwise, the rate is 15%.

We have never paid cash dividends on our capital stock, and we do not anticipate paying any cash dividends in the foreseeable future.
Sales or Other Dispositions of Shares

Gains on sales or other dispositions of our Common Shares by a non-resident of Canada are generally not subject to Canadian income tax, unless
the holder realizes the gains in connection with a business carried on in Canada. A gain realized upon the disposition of our Common Shares by
a resident of the U.S. that is otherwise subject to Canadian tax may be exempt from Canadian tax under the Convention.

Table of Contents 33



Table of Contents

Edgar Filing: OPEN TEXT CORP - Form 10-K

25

34



Edgar Filing: OPEN TEXT CORP - Form 10-K

Table of Conten

Item 6. Selected Financial Data

The following table summarizes our selected consolidated financial data for the periods indicated. The selected consolidated financial data

should be read in conjunction with our consolidated financial statements and related notes and Management s Discussion and Analysis of
Financial Condition and Results of Operations appearing elsewhere in this Annual Report on Form 10-K. The selected consolidated statement of
income and balance sheet data for each of the five years indicated below has been derived from our audited financial statements. Over the last
five fiscal years we have acquired a number of companies including Hummingbird Ltd., Captaris Inc., and Vignette Corporation. The results of
these companies and all of our other acquired companies have been included herein and have contributed to the growth in our revenues, net
income and net income per share.

Fiscal Year Ended June 30,
2010 2009 2008 2007 2006
(in thousands, except per share data)
Statement of Income Data:

Revenue $912,023 $785,665 $725,532 $595,664 $ 409,562
Net income $ 87,554 $ 56,938 $ 53,006 $ 21,660 $ 4,978
Net income per share, basic $ 1.56 § 1.09 § 1.04 $ 044 $ 0.10
Net income per share, diluted $ 153 $ 1.07 $ 1.01 $ 043 $ 0.10
Weighted average number of Common Shares outstanding, basic 56,280 52,030 50,780 49,393 48,666
Weighted average number of Common Shares outstanding, diluted 57,385 53,271 52,604 50,908 49,950
As of June 30,

2010 2009 2008 2007 2006
Balance Sheet Data:
Total assets $1,714,024 $ 1,507,236 $ 1,434,676 $ 1,326,845 $ 678,035
Long-term liabilities $ 404,912 $ 500,070 $ 491,980 $ 513,140 $ 57,108
Cash dividends per Common Share $ $ $ $ $
Item 7. Management s Discussion and Analysis of Financial Condition and Results of Operation

This Annual Report on Form 10-K, including this Management s Discussion and Analysis of Financial Condition and Results of Operations,
co