Fiscal Year 2002

Highlights:

2 e Sales contracts of $1.46 million for Q2’02 were 47% higher than
the same quarter last year and 34% higher than the prior
quarter. Year to date sales contracts of $2.56 million for Q2’02

s d were 4% higher than the prior year. Sales contracts represent
econ service contracts signed in the period for which service was
enabled in the period.

Quarterly e Operating revenues for Q2'02 were $1.24 million, an increase of

40% from the same quarter last year and up 2% from the

Re ort immediately preceding quarter. On a year to date basis,
p operating revenues have increased 52% over fiscal 2001 levels.
(Ended December 31, 2001) Operating revenues represent the recognized portion of sales

contracts (monitoring revenue) and licensing and other trade
revenue for financial statement purposes.

Deferred revenue on the balance sheet has increased from $6.21 million at June 30, 2001 to $6.47 million at
December 31, 2001. Deferred revenue represents the unrecognized portion of sales contracts, which will be included
in operating revenues in future financial statements over the life of the contracts.

The Company reported a net loss in Q2’02 of $1.48 million ($0.07 per share), a 28% increase compared to the net
loss of $1.16 million ($0.06 per share) for the same quarter of the previous year. For the six months to December 31,
2001, the net loss was up 12% to $2.66 million from the same period last year.

Cash used for operating activities was $0.41 million for Q202 versus $1.16 million for the immediately preceding
quarter and $0.15 million for the second quarter of fiscal 2001. For the year to date, cash used in operations was
$1.57 million for Q2'02, an increase from $1.14 million in Q2'01.

The Company maintains a strong balance sheet at December 31, 2001 with cash and short-term investments of
$14.66 million ($0.74 per share) and no long-term debt.

Dell Computer Corporation continued to be one of the Company’s most productive resellers, accounting for 37% of
sales contracts during the quarter (30% for Q1’02 and 22% for Q2’'01).

During the quarter, the Company purchased 551,000 common shares under its normal course issuer bid at an
average price of $0.40 per share.

Financial Highlights

Consolidated Operational Data (000s)

The Three Months Ended Six Months Ended
December 31, December 31,

2001 2000 Change 2001 2000 Change

Sales Contracts $ 1,462 $ 998 46.5% $ 2,555 $§ 2,456 4.0%

Monitoring Revenue $ 1,237 § 884 40.0% $ 2,447 $ 1,609 52.1%

Loss for the period $ 1,479 $ 1,160 27.5% $ 2,657 $ 2,365 12.4%

- Pershare $ 0.07 $ 0.06 29.5% $ 0.13 § 0.12 13.3%

Cash used for operating activities $ 411§ 154 166.8% $ 1,573 $ 1,136 38.4%

- Pershare $ (0.02) $ (0.01) 171.0% $ (0.08) $ (0.06) 39.5%

W eighted average shares outstanding 19,985 20,299 -1.5% 20,137 20,297 -0.8%
Consolidated Balance Sheet Data (000s)

December June

2001 2001 Change

Cash and short-term investments $ 14,661 $ 16,778 -12.6%

Deferred revenue $ 6,468 $ 6,215 4.1%

W orking Capital $ 11,052 $ 14,058 -21.4%

Liquidity ratio 3.3:1 4.2 1 N/A
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Sales Contracts:

Sales contracts of $1.46 million for Q2’02 ($2.56 million for the year to date) increased 47% over the same quarter last
year (4% over the prior year to date) and 34% over the immediately preceding quarter. The poor economic environment
continues to be a challenge; however, management is encouraged that sales contracts have improved to place Absolute
on track for meeting its growth forecast for fiscal 2002.

During Q2'02, the Company enjoyed its first successes with its new managed service AbsoluteTrack, signing sales
contracts of $0.19 million. The market response has been promising for the new service, as has support from Dell who
signed on as a reseller of the new service through both its Custom Factory Integration and Software and Peripherals
Groups. This service demonstrates the extensibility of the Computrace technology platform, and is expected to make a
significant contribution the Company’s growth objectives.

In addition to expanding the Dell relationship, Absolute has been able to establish a reselling relationship with IBM, under
which IBM has begun to offer the ComputracePlus service to its small and medium sized business customer base.

The Company’s partnership with Dell accounted for 37% of sales contracts this quarter, up from 30% in the first quarter of
fiscal 2002. Direct sales contributed 51% to sales contracts this quarter, up from 47% in the preceding quarter, while other
resellers were at 12%, down from 23% in the preceding quarter.

Development and Operations:

Following the launch of AbsoluteTrack in October, the development team has focused on enhancing the service, migrating
customers to Absolute’s new customer centre, designing the new security suite, as well as integrating the new customer
relationship management system.

As was expected with a new service, the development team continued to enhance the functionality of AbsoluteTrack
during the quarter, improving reports and the usability of the new customer centre. As well, a maintenance release has
been scoped based on live experience with the new service and feedback from customers.

The launch of AbsoluteTrack required the creation of a new customer centre on the Company’s website to support the
additional product features and reporting functionality. During the quarter, customers have been migrated from the old
centre to the new centre on a scheduled basis. Enhancements to the new customer centre will continue in the coming
quarters.

The development team has directed increased efforts towards defining the scope and architectural design of Absolute’s
security suite. The security suite will enable Absolute’s next generation of services using the Computrace technology
platform. The security suite will offer data protection services such as ongoing encryption management and data deletion
or encryption on lost or stolen computers through a single web console. These data protection services complement
Absolute’s existing loss control (ComputracePlus) and asset tracking (AbsoluteTrack) services and will provide
organizations with a comprehensive out-sourced computer security package.

Absolute continues to upgrade and optimize its back-end operations. Extensive work has gone into streamlining the
delivery process and order management system. These systems will be tied into the new customer relationship
management system, which will allow the Company to integrate future service offerings into its operations more efficiently.

Financial:

Operating revenue of $1.24 million for the three months ended December 31, 2001 represents a 40% increase over the
$0.88 million in the corresponding quarter of fiscal 2001. Approximately 80% of the growth is due to increases in
monitoring revenue, while the remainder relates to licenses, installation and other operating service/product revenues.

A sales contract is recognized as monitoring revenue on a straight-line basis over the life of the contract (generally one to
three years). Consequently, the impact of changes in sales contracts will be smoothed over time, and growth in monitoring
revenue is directly related to the inter-relationship between the cumulative growth in sales contracts and changes in the
average contract terms.
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Quarterly Operating Revenue and Sales Contracts ($000s)
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The gross margin of 63% for Q2’02 represents an improvement over the 57% margin achieved in the same quarter of the
prior year. On a year to date basis the gross margin also improved to 66% in fiscal 2002 from 58% in fiscal 2001.
However, as predicted in the September 2001 quarterly report, the gross margin did decline from 70% in Q1’02 primarily
due to post-launch efforts on enhancing AbsoluteTrack. Improvements in the gross margin over prior year periods are
principally due to the growth in operating revenue. The gross margin, in part, will be affected by the amount of
maintenance work on existing services versus research and development work on new services undertaken by the
development team during the reporting period. In the coming quarters the gross margin is expected to be within the range
of the last several quarters.

The increase in sales contracts for the current period has improved the expense to sales contract ratio, lowering it to
193% from 234% for the corresponding quarter last year. While still not at the level achieved in recent quarters, the future
effect of the Company’s cost cutting efforts undertaken during the quarter, combined with increases in sales contracts,
should help to improve the ratio over the next several quarters.

Selling and marketing costs have increased from $2.16 million in the first half of fiscal 2001 ($1.08 million in Q2°01) to
$2.34 million in the first half of fiscal 2002 ($1.32 million in Q2’02). The increase results from severance associated with
quarter end cost reduction activities, partially offset by a lower commission expense. In addition, marketing costs
associated with the launch of AbsoluteTrack and higher trade show attendance also contributed to the increase in costs.

Cost of Goods Sold and Operating Expenses as a Percent of Sales Contracts
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Research and development (R&D) costs of $1.15 million for the first half of fiscal 2002 are $0.33 million higher than the
comparable period last year. Similarly for Q2'02, R&D costs of $0.54 million are $0.11 million higher than Q2’01. The cost
increases are a result of higher staffing levels in the development team and higher consulting expenses associated with
the development of new services. The development team has increased from 13 at December 31, 2000 to 19 at
December 31, 2001.

General and administrative (G&A) costs of $0.97 million for the first six months of fiscal 2002 have increased 10% from
$0.88 million for the same period last year. For the quarter, G&A costs increased by 16% from $0.44 million in Q2'01 to
$0.51 million in Q2°02. G&A costs have, in large part, increased due to a reduction in costs allocated to R&D and higher
amortization expense as a result of the investment in new accounting and customer relationship management systems,
offset by a decline in recruiting and other professional costs. Amortization expense was $0.15 million for the year and
$0.09 million for the quarter respectively versus $0.09 million for the year and $0.05 million for the quarter in fiscal 2001.

The Company’s reported net loss of $1.48 million for Q2’02 represents an increase of 28% over the corresponding quarter
last year, and a 26% increase over the first quarter of fiscal 2002. Relative to Q1°02, approximately half of the increase in
the loss is directly related to severance pay associated with cost cutting activities at the end of the quarter. On a year to
date basis, the net loss of $2.66 million for fiscal 2002 is 12% higher than the corresponding period last year. An increase
in staff levels and related infrastructure costs are largely accountable for the increased loss over the prior year.

As at December 31, 2001, the Company’s Balance Sheet reflects cash and short-term investment balances of $14.66
million ($0.74 per share) and no debt other than trade payables and deferred revenue. Absolute’s working capital position
remains strong at $11.05 million ($0.56 per share), down from $14.06 million ($0.69 per share) at June 30, 2001.
Accordingly, Absolute is well-positioned to meet its ongoing obligations as they come due, and has the financial resources
to carry out its sales and marketing efforts and to continue to develop new services based on its proprietary technology
platform. Last quarter the Company reported that one of its bond investments was now rated BBB+ (investment grade)
instead of A and, as a result, was outside of the Company’s policy of holding A rated instruments. The bond in question is
still rated BBB+ and management is continuing to monitor the situation but has elected not to sell the bond at this time due
to its short-term maturity (June 2002).

Deferred revenue balances have increased from $6.21 million at June 30, 2001 to $6.47 million at December 31, 2001.
The increase represents the amount by which new sales contracts booked ($1.46 million) exceed operating revenue
recognized ($1.24 million), combined with a $0.04 million increase from foreign exchange on USD contracts. The average
sales contract term has remained relatively constant at 28 months for Q2’02 versus 27 months for Q2’01. While pricing
practices have remained consistent between the two quarters, the average term for any given quarter is expected to
fluctuate.

Corporate Developments:

Senior management reviewed staffing and expenditure levels during the quarter and, as a result, reduced staff primarily at
the management level. While management has attempted to be prudent in adding staff, it was determined that changes
could be made to the management structure of the company and not materially impact operations. As a result, the
Company’s Bellevue, Washington office will be closed down. Absolute will continue to have US regional sales
representation in Atlanta, Boston, Chicago, Dallas and Los Angeles.

In addition, some change of staff in the sales organization has occurred over the last several quarters either through
performance-related dismissals or attrition. Where appropriate, staff has been replaced and management is pleased to
have two experienced Regional Sales Directors with extensive Dell experience join the Absolute team. These individuals
will help with our continuing effort to improve penetration within the Dell organization.

Absolute’s current head office lease will expire during the fourth quarter of fiscal 2002. A new office lease has been

entered into at a new location that will allow the Company to re-consolidate all Vancouver staff onto one floor from three
presently.
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Outlook:

The second quarter of fiscal 2002 was quite eventful for Absolute. Sales contracts rebounded from the level achieved in
the first quarter and the Company is reaffirming its forecast of 5% to 15% growth in sales contracts for fiscal 2002. The
Company also recorded its first sales of AbsoluteTrack, the new asset tracking and inventory management service
launched during the quarter. Management is pleased with the level of interest AbsoluteTrack is generating and looks
forward to meaningful sales growth for this service. The development team is focused on enhancing the Company’s
existing services as well as adding to them with new data security services. The sales team has been upgraded with
experienced new hires and is well positioned to help deliver sales growth for Absolute. Lastly, the Company took steps to
reduce costs and restructure the management team.

Absolute is continuing to pursue its strategy of adding distribution capabilities through a variety of industry partners and
developing additional services to be delivered through the technology platform. Recent arrangements with IBM and the St.
Paul insurance company are part of the effort to expand the Company’s channel network. In addition, Absolute continues
to pursue expanding its relationship with Dell. New data security services development is progressing, and Absolute is in
discussions with a technology partner to license its encryption technology which will be managed through the Company’s
technology platform as a service.

Regards’.

— g

\onhn L|V|ngston
CEO and President
Absolute Software Corp.

Forward-Looking Statements

This report contains forward-looking statements that involve risks and uncertainties. These forward-looking statements
relate to, among other things, plans and timing for the introduction or enhancement of our services and products, and
other expectations, intentions and plans contained in this report that are not historical fact. When used in this report, the
words “plan,” “expect,” “believe,” and similar expressions generally identify forward-looking statements. These statements
reflect our current expectations. They are subject to a number of risks and uncertainties, including, but not limited to,
changes in technology and general market conditions. In light of the many risks and uncertainties you should understand
that we cannot assure you that the forward-looking statements contained in this report will be realized.

”

Computrace is a registered trademark of Absolute Software Corp. Other product or company names are the registered trademarks or trademarks of their respective owners. Computrace US Patents #5,715,174,
#5,764,892, #5,802,280, #6,244,758 and UK Patent #GB2338101.

The Canadian Venture Exchange has neither approved nor disapproved of the information contained in this news release
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CORPORATE INFORMATION

Board of Directors:

Christian Cotichini
Vancouver, BC

Terry Libin
Calgary, AB

John Livingston
Vancouver, BC

Peter Scott
Vancouver, BC

lan Reid
Vancouver, BC

Trust Agent:
CIBC Mellon Trust
www.cibcmellon.com

Auditors:
KPMG LLP
Vancouver, BC

Legal Counsel:
Lang Michener
Vancouver, BC

Stock Exchange Listing:
Canadian Venture Exchange (CDNX)
Trading Symbol: ABT

For additional information:

Courtney Chauvin, Public Relations Manager
(604) 730-9851 ext. 118
cchauvin@absolute.com

Peter Scott, Chief Financial Officer
(604) 730-9851 ext. 105
pscott@absolute.com

John Livingston, President & CEO
(604) 730-9851 ext. 104
jliving@absolute.com

Visit our website:
www.absolute.com

Canadian Headquarters

Absolute Software Corporation

Suite 304

1212 West Broadway

Vancouver, BC

Canada V6H 3V1

Tel: 1-800-220-0733 or (604) 730-9851
Fax: (604) 730-2621
info@absolute.com

Officers and Senior Management:

John Livingston
President & Chief Executive Officer

Phil Gardner
Chief Technology Officer

Peter Scott
Executive Vice President & Chief Financial Officer

Michael Anfield
Vice President, Recovery Services

Robert Chase
Director of Finance & Corporate Controller

Don Hughes
Director, Channel Sales

Fred McConnell
Director of Development

Mark St. Quintin
Director, Product Development

Leo Raffin
Corporate Secretary

Sales Directors

Robert Chow
Director of Sales, Central

Ed Dry
Director of Sales, West

Grant Kendall
Director of Sales, Canada

Lon Mackey
Director of Sales, East

Art Robinson
Director of Sales, South

Pascal Rollmann
Director of Inside Sales

US Headquarters

Absolute Software, Inc.
Suite 400

10655 NE 4" Street
Bellevue, WA 98004
Tel: 1-800-220-0733

Computrace® is a registered trademark of Absolute Software Corporation. Other product or company names are the registered trademarks or

trademarks of their respective owners.

AbsoluteSoftware


http://www.cibcmellon.com/
http://www.absolute.com/
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