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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549
FORM 10-Q/A

þ Quarterly Report Pursuant to Section 13 or 15(d)
of the Securities Exchange Act of 1934

For the quarterly period ended September 30, 2003
or

o Transition Report Pursuant to Section 13 or 15(d)
of the Securities Exchange Act of 1934

For the transition period ended from _____ to _____

Commission File Number 1-9247

Computer Associates International, Inc.

(Exact name of registrant as specified in its charter)

Delaware 13-2857434
(State or other jurisdiction of
incorporation or organization) (I.R.S. Employer Identification Number)

One Computer Associates Plaza
Islandia, New York 11749

(Address of principal executive offices) (Zip Code)

(631) 342-6000
(Registrant�s telephone number, including area code)

Not applicable
(Former name, former address and former fiscal year,

if changed since last report)

Indicate by check mark whether the Registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the Registrant
was required to file such reports), and (2) has been subject to such filing requirements for the past 90 days: Yes þ    No
o.

Indicate by check mark whether the Registrant is an accelerated filer (as defined in Rule 12b-2 of the Act): Yes þ
    No o.

EXPLANATORY NOTE

This Form 10-Q/A is being filed for the purpose of amending Items 1 and 2 of Part I and Item 6 of Part II of Form
10-Q to reflect adjustments to revenue for the three and six-month periods ended September 30, 2003. Refer to
footnote A for further details regarding the restatement and certain other balance sheet reclassifications as of the
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periods ending September 30, 2003 and March 31, 2003. The financial statements included in this form 10-Q/A have
also been adjusted to reflect the disposition of the Company's subsidiary, ACCPAC International, Inc. (ACCPAC) as a
discontinued operation for all periods presented. As a result of the completion of the internal investigation in
April 2004 by the Audit Committee of the Board of Directors into accounting practices that were in place prior to the
Company�s adoption of its Business Model in October 2000, our independent registered public accounting firm was
able to complete their review under Statement of Auditing Standards No. 100, �Interim Financial Information� (SAS
100) of the unaudited Consolidated Condensed Financial Statements for the quarterly periods ended September 30,
2003 and December 31, 2003. Based on the completion of their review, our independent registered public accounting
firm issued their independent registered public accounting firm�s SAS 100 review report, which is included herein.

All information in this Form 10-Q/A is as of September 30, 2003 and does not reflect any subsequent information or
events other than the restatement of revenue, balance sheet reclassifications, and the classification of ACCPAC as a
discontinued operation. Refer to the Company�s Form 10-K for the fiscal year ended March 31, 2004, filed
contemporaneously with this Form 10-Q/A, and our other filings with the Securities and Exchange Commission, for
an update on the government investigation and other matters.

Except as described above, all other Items of the original filing made on October 22, 2003 are unaffected by the
changes described above and have not been repeated in this Amendment.
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APPLICABLE ONLY TO CORPORATE ISSUERS:

Indicate the number of shares outstanding of each of the issuer�s classes of common stock, as of the latest practicable
date:

Title of Class Shares Outstanding
Common Stock as of October 20, 2003

par value $.10 per share 579,081,504
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PART I. FINANCIAL INFORMATION

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Stockholders
Computer Associates International, Inc.

We have reviewed the accompanying consolidated condensed balance sheet of Computer Associates International,
Inc. and subsidiaries as of September 30, 2003, and the related consolidated condensed statements of operations for
the three and six month periods ended September 30, 2003 and 2002, and the related consolidated condensed
statement of cash flows for the six month periods ended September 30, 2003 and 2002. These consolidated condensed
financial statements are the responsibility of the Company�s management.

We conducted our review in accordance with standards established by the Public Company Accounting Oversight
Board (United States). A review of interim financial information consists principally of applying analytical procedures
to financial data and making inquiries of persons responsible for financial and accounting matters. It is substantially
less in scope than an audit conducted in accordance with the standards of the Public Company Accounting Oversight
Board (United States), the objective of which is the expression of an opinion regarding the financial statements taken
as a whole. Accordingly, we do not express such an opinion.

Based on our review, we are not aware of any material modifications that should be made to the consolidated
condensed financial statements referred to above for them to be in conformity with accounting principles generally
accepted in the United States of America.

We have previously audited, in accordance with standards established by the Public Company Accounting Oversight
Board (United States), the consolidated balance sheet of Computer Associates International, Inc. and subsidiaries as of
March 31, 2003, and the related consolidated statements of operations, stockholders� equity, and cash flows for the
year then ended (not presented herein); and in our report dated May 9, 2003, we expressed an unqualified opinion on
those consolidated financial statements. As discussed in that report, effective April 1, 2002, the Company adopted the
provisions of SFAS No. 142, �Goodwill and Other Intangible Assets.� In our opinion, the information set forth in the
accompanying consolidated condensed balance sheet as of March 31, 2003, is fairly stated, in all material respects, in
relation to the consolidated balance sheet from which it has been derived.

As discussed in Note A to the consolidated condensed financial statements, effective April 1, 2003, the Company
adopted the fair value method of accounting provisions of Statement of Financial Accounting Standards
(SFAS) No. 123, �Accounting for Stock-Based Compensation,� as amended by SFAS No. 148, �Accounting for
Stock-Based Compensation- Transition and Disclosure- an amendment of SFAS 123.�

As discussed in Note A to the consolidated condensed financial statements, the Company has restated the consolidated
condensed balance sheet at September 30, 2003, and the related consolidated condensed statements of operations and
cash flows for the periods then ended.

/s/ KPMG LLP

New York, New York
June 7, 2004
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Item 1:

COMPUTER ASSOCIATES INTERNATIONAL, INC. AND SUBSIDIARIES
CONSOLIDATED CONDENSED BALANCE SHEETS

(unaudited)
(in millions)

September
30, March 31,

2003 2003

(restated)
ASSETS
CURRENT ASSETS
Cash and cash equivalents $ 880 $ 1,405
Marketable securities 96 91
Trade and installment accounts receivable, net 936 1,079
Deferred income taxes 186 287
Other current assets 82 117
Assets of discontinued operation 54 66

TOTAL CURRENT ASSETS 2,234 3,045
Installment accounts receivable, due after one year, net 1,073 1,299
Property and equipment, net 643 662
Purchased software products, net 1,239 1,416
Goodwill, net 4,403 4,400
Other noncurrent assets, net 416 439

TOTAL ASSETS $ 10,008 $11,261

LIABILITIES AND STOCKHOLDERS� EQUITY
CURRENT LIABILITIES
Loans payable and current portion of long-term debt $ 2 $ 828
Deferred subscription revenue (collected) � current 842 923
Other current liabilities 1,132 1,213
Liabilities of discontinued operation 54 65

TOTAL CURRENT LIABILITIES 2,030 3,029
Long-term debt, net of current portion 2,298 2,298
Deferred income taxes 851 1,047
Deferred subscription revenue (collected) � noncurrent 213 173
Deferred maintenance revenue 249 324
Other noncurrent liabilities 29 27
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TOTAL LIABILITIES 5,670 6,898
Stockholders� equity 4,338 4,363

TOTAL LIABILITIES AND STOCKHOLDERS�
EQUITY $ 10,008 $11,261

See Notes to the Consolidated Condensed Financial Statements.
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COMPUTER ASSOCIATES INTERNATIONAL, INC. AND SUBSIDIARIES

CONSOLIDATED CONDENSED STATEMENTS OF OPERATIONS
(unaudited)

(in millions, except per share amounts)

For the Three For the Six
Months Ended Months Ended
September 30, September 30,

2003 2002 2003 2002

(restated) (restated)
REVENUE
Subscription revenue $ 473 $ 343 $ 920 $ 657
Software fees and other 75 85 142 171
Maintenance 151 186 310 382
Financing fees 49 77 103 163
Professional services 55 60 114 125

TOTAL REVENUE 803 751 1,589 1,498
EXPENSES
Amortization of capitalized software costs 117 117 233 235
Cost of professional services 52 59 107 118
Selling, general and administrative 317 333 638 673
Product development and enhancements 165 160 327 320
Commissions and royalties 55 58 107 117
Depreciation and amortization of other intangibles 34 35 67 68
Other gains/expenses, net 20 28 24 59
Shareholder litigation settlement 150 � 150 �

TOTAL EXPENSES BEFORE INTEREST AND TAXES 910 790 1,653 1,590
Loss from continuing operations before interest and taxes (107) (39) (64) (92)
Interest expense, net 29 41 60 86

Loss from continuing operations before income taxes (136) (80) (124) (178)
Income taxes (benefit) (46) (27) (42) (61)

LOSS FROM CONTINUING OPERATIONS (90) (53) (82) (117)
Income from discontinued operation, net of income taxes � 1 � �

NET LOSS $ (90) $ (52) $ (82) $ (117)
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BASIC LOSS PER SHARE
Loss from continuing operations $ (.16) $(.09) $ (.14) $ (.20)
Income from discontinued operation .00 .00 .00 .00

Net loss $ (.16) $(.09) $ (.14) $ (.20)

Basic weighted-average shares used in computation 579 573 579 576
DILUTED LOSS PER SHARE

3

Edgar Filing: COMPUTER ASSOCIATES INTERNATIONAL INC - Form 10-Q/A

Table of Contents 11



Table of Contents

For the Three For the Six
Months Ended Months Ended
September 30, September 30,

2003 2002 2003 2002

(restated) (restated)
Loss from continuing operations $(.16) $(.09) $(.14) $(.20)
Income from discontinued operation .00 .00 .00 .00

Net loss $(.16) $(.09) $(.14) $(.20)

Diluted weighted-average shares used in computation 579 573 579 576
See Notes to the Consolidated Condensed Financial Statements.

COMPUTER ASSOCIATES INTERNATIONAL, INC. AND SUBSIDIARIES

CONSOLIDATED CONDENSED STATEMENTS OF CASH FLOWS
(unaudited)
(in millions)

For the Six Months
Ended September

30,

2003 2002

(restated)
OPERATING ACTIVITIES:
Net loss $ (82) $ (117)
Income from discontinued operation, net of tax � �

Loss from continuing operations (82) (117)
Adjustments to reconcile loss from continuing operations to net cash
provided by continuing operating activities:
Depreciation and amortization 300 303
Provision for deferred income taxes (104) (111)
Compensation expense related to stock and pension plans 24 26
Decrease in noncurrent installment accounts receivable, net 223 188
Increase (decrease) in deferred subscription revenue (collected) � noncurrent 35 (42)
Decrease in deferred maintenance revenue (83) (128)
Decrease in trade and current installment accounts receivable, net 196 433
Decrease in deferred subscription revenue (collected) � current (111) (38)
(Gain) loss on sale of assets, net (18) 2
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Gain on early retirement of debt � (3)
Changes in other operating assets and liabilities, excluding effects of
acquisitions and divestitures (27) (108)

NET CASH PROVIDED BY CONTINUING OPERATING
ACTIVITIES 353 405
INVESTING ACTIVITIES:
Acquisitions of purchased software (35) (11)
Settlements of purchase accounting liabilities (11) (19)
Purchases of property and equipment, net (15) (9)
Proceeds from divestiture of assets 18 12
Purchases of marketable securities, net (4) (5)
Increase in capitalized software development costs and other (20) (20)

NET CASH USED IN CONTINUING INVESTING ACTIVITIES (67) (52)
FINANCING ACTIVITIES:
Debt repayments, net (826) (694)
Dividends paid (23) (23)
Exercises of common stock options and other 11 10
Purchases of treasury stock (6) (63)

4
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For the Six Months
Ended September

30,

2003 2002

(restated)
NET CASH USED IN CONTINUING FINANCING ACTIVITIES (844) (770)
DECREASE IN CASH AND CASH EQUIVALENTS BEFORE
EFFECT OF EXCHANGE RATE CHANGES ON CASH (558) (417)
Effect of exchange rate changes on cash and cash equivalents 33 18

DECREASE IN CASH AND CASH EQUIVALENTS (525) (399)
CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD 1,405 1,072

CASH AND CASH EQUIVALENTS AT END OF PERIOD $ 880 $ 673

See Notes to the Consolidated Condensed Financial Statements.
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COMPUTER ASSOCIATES INTERNATIONAL, INC. AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED CONDENSED FINANCIAL STATEMENTS
SEPTEMBER 30, 2003

NOTE A - BASIS OF PRESENTATION

The accompanying unaudited Consolidated Condensed Financial Statements have been prepared in accordance with
U.S. generally accepted accounting principles (GAAP) for interim financial information and with the instructions to
Rule 10-01 of Regulation S-X. Accordingly, they do not include all of the information and footnotes required by
GAAP for complete financial statements. In the opinion of management, all adjustments considered necessary for a
fair presentation have been included. All such adjustments are of a normal recurring nature. The financial statements
included in this Form 10-Q/A have been adjusted to reflect the disposition of the Company�s subsidiary, ACCPAC
International, Inc. (ACCPAC), as discontinued operations for all periods presented.

Operating results for the three and six months ended September 30, 2003 are not necessarily indicative of the results
that may be expected for the fiscal year ending March 31, 2004. For further information, refer to the Consolidated
Condensed Financial Statements and notes thereto included in the Annual Report on Form 10-K (Form 10-K) relating
to Computer Associates International, Inc. and subsidiaries (the Company) for the fiscal year ended March 31, 2003.

Basis of Revenue Recognition: The Company derives revenue from licensing software products, providing customer
technical support and providing professional services. The Company licenses to customers the right to use its software
products pursuant to software license agreements. Since the Company recognizes subscription revenue from software
license agreements evenly or ratably over the applicable license agreement term, the timing and amount of such
revenue recognized during an accounting period is determined by the duration and license agreement value reflected
in each software license agreement. Revenue from transactions completed through the Company�s distributor, reseller
and original equipment manufacturer partners is generally recognized when these partners sell the software products
to their customers. This is commonly referred to as the sell-through method. For a detailed description of the
Company�s revenue recognition policy, refer to Note 1 to the Consolidated Financial Statements in the Form 10-K for
fiscal year 2003.

Business Model: In October 2000, the Company announced the shift to its existing Business Model (the Business
Model) that offers customers greater flexibility to change how they can use and license the Company�s software
products as their businesses change. Under the Business Model, customers can manage their costs more effectively by
controlling the duration of their software license agreements. The Business Model also permits customers to change
their software mix as their business and technology needs change. The Company believes its Business Model
improves the predictability of its revenue streams, since the Company recognizes subscription revenue ratably over
the life of each software license agreement. Under the Company�s prior business model, and as is common practice in
the software industry, license fees from a software license agreement was generally recorded up-front at the time the
license agreement was signed and the software was delivered.

Statements of Cash Flows: Cash flows related to the discontinued operating activities of ACCPAC have been
segregated on the Consolidated Condensed Statements of Cash Flows. For the six months ended September 30, 2003
and 2002, interest payments were $77 million and $105 million, respectively, and income taxes paid were
$172 million and $87 million, respectively.

Cash Dividends: In May 2003, the Company�s Board of Directors declared its regular, semi-annual cash dividend of
$.04 per share. The dividend totaled approximately $23 million and was paid on July 7, 2003 to stockholders of record
on June 19, 2003.
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COMPUTER ASSOCIATES INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED CONDENSED FINANCIAL STATEMENTS

SEPTEMBER 30, 2003

Restatement of Revenue: This Form 10-Q/A reflects adjustments to revenue associated with a correction in the method
of accounting for subscription revenue associated with Business Model contracts that replaced existing Business
Model contracts and other miscellaneous minor adjustments. Previously, the remaining deferred subscription revenue
balance associated with the contract that was being replaced was amortized over the term of the original contract. In
accordance with SOP 97-2, �Software Revenue Recognition�, the correct, and revised, method amortizes the remaining
deferred subscription revenue balance over the term of the new contract. The adjustments decreased revenue by
$5 million and $8 million, and income taxes by $2 million and $3 million, for the three and six month periods ended
September 30, 2003, respectively. These adjustments also increased deferred subscription revenue by approximately
$7 million at September 30, 2003. The impact of these adjustments are as follows:

For the Three Months For the Six Months

Ended September 30, 2003
Ended September 30,

2003

Previously Previously
Reported(1) Restated Reported(1) Restated

(in millions, except per share amounts)
Revenue $ 808 $ 803 $1,597 $1,589
Loss from continuing operations (87) (90) (77) (82)
Basic loss from continuing operations per share (0.15) (0.16) (0.13) (0.14)
Diluted loss from continuing operations per share (0.15) (0.16) (0.13) (0.14)

(1) Excludes operating results of ACCPAC

NOTE B � COMPREHENSIVE LOSS

Comprehensive loss includes unrealized gains (losses) on the Company�s available-for-sale securities and foreign
currency translation adjustments. The components of comprehensive loss, net of related tax, for the three and six
month periods ended September 30, 2003 and 2002 are as follows:

For the Three
Months For the Six Months

Ended September
30,

Ended September
30,

2003 2002 2003 2002

(restated) (restated)
(in millions)

Net loss $ (90) $ (52) $ (82) $ (117)
Unrealized gains (losses) on marketable securities, net of tax (1) (3) 1 (3)
Foreign currency translation adjustment 10 4 48 92
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Total comprehensive loss $ (81) $ (51) $ (33) $ (28)
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COMPUTER ASSOCIATES INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED CONDENSED FINANCIAL STATEMENTS

SEPTEMBER 30, 2003

NOTE C � LOSS PER SHARE FROM CONTINUING OPERATIONS

Basic loss per share and diluted loss per share are computed by dividing loss from continuing operations by the
weighted-average number of common shares outstanding for the period.

For the Three For the Six
Months Ended Months Ended
September 30, September 30,

2003 2002 2003 2002

(restated) (restated)
(in millions, except per share amounts)

Loss from continuing operations(1) $ (90) $ (53) $ (82) $(117)

Diluted Loss Per Share from Continuing Operations
Weighted-average shares outstanding and common share equivalents(2) 579 573 579 576
Diluted loss per share from continuing operations $(.16) $(.09) $(.14) $ (.20)

Diluted Share Computation
Weighted-average common shares outstanding 579 573 579 576
Weighted-average Convertible Senior Note shares outstanding � � � �
Weighted-average stock options outstanding, net � � � �
Weighted-average shareholder settlement shares (see Note I) � � � �

Weighted-average shares outstanding and common share equivalents(2) 579 573 579 576

(1) If the three and six month periods ended September 30, 2003 and 2002 had resulted in income from continuing
operations and had the common share equivalents for the Convertible Senior Notes (27 million shares) issued in
March 2002 and the 1.625% Convertible Senior Note (23 million shares) issued in December 2002 (collectively,
the Notes) been dilutive, interest expense related to the Notes would have been added back to income from
continuing operations to calculate diluted earnings per share from continuing operations. The related interest
expense, net of tax, for the three and six month periods ended September 30, 2003 totaled approximately
$6 million and $13 million, respectively, and for the three and six month periods ended September 30, 2002
totaled approximately $6 million and $11 million, respectively.

(2) Common share equivalents (the Notes, stock options and shareholder settlement shares) are not included since
their effect would be antidilutive. If the three and six month periods ended September 30, 2003 and 2002 had
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resulted in income from continuing operations and had the common share equivalents for the Notes been
dilutive, the common share equivalents would have been added to the weighted-average common shares
outstanding to calculate diluted earnings per share from continuing operations. The weighted-average shares
outstanding and common share equivalents for the three and six month periods ended September 30, 2003 would
have been 639 million and 635 million, respectively, and for the three and six month periods ended
September 30, 2002 would have been 603 million and 606 million, respectively.
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COMPUTER ASSOCIATES INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED CONDENSED FINANCIAL STATEMENTS

SEPTEMBER 30, 2003

NOTE D � ACCOUNTING FOR STOCK BASED COMPENSATION

Prior to April 1, 2003, the Company accounted for its stock-based compensation plans under the recognition and
measurement provisions of Accounting Principles Board Opinion No. 25, �Accounting for Stock Issued to Employees�
(APB No. 25) and related interpretations.

Effective April 1, 2003, the Company adopted the fair value recognition provisions of SFAS No. 123, �Accounting for
Stock-Based Compensation,� as amended by SFAS No. 148, �Accounting for Stock-Based Compensation � Transition
and Disclosure � an amendment of FASB Statement No. 123.� The Company selected the prospective method to
transition to the fair value method of measuring stock-based compensation expense.

Under the prospective method, the Company recognizes compensation expense related to all stock awards granted
after March 31, 2003 in the Consolidated Condensed Statements of Operations. The following table illustrates the pro
forma effect on net loss and basic and dilutive loss per share as if the fair value method had been applied to all
stock-based employee compensation in each period:

For the Three For the Six
Months Ended Months Ended
September 30, September 30,

2003 2002 2003 2002

(restated) (restated)
(in millions, except per share amounts)

Net loss, as reported $ (90) $ (52) $ (82) $(117)
Add:
Stock-based employee compensation expense included in net loss, net
of tax 2 1 3 1
Deduct:
Total stock-based employee compensation expense determined under
the fair value based method for all awards, net of tax (23) (26) (46) (49)

Pro forma net loss $(111) $ (77) $(125) $(165)

Basic loss per share
As reported $ (.16) $(.09) $ (.14) $ (.20)
Pro forma (.19) (.13) (.22) (.29)
Diluted loss per share
As reported $ (.16) $(.09) $ (.14) $ (.20)
Pro forma (.19) (.13) (.22) (.29)
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The compensation expense and pro forma net loss are not necessarily indicative of amounts to be included in future
periods.

No options were granted in the second quarter of fiscal year 2004. The weighted-average estimated fair value at the
date of grant for options granted in the first six months of fiscal year 2004 was $12.32. Options covering 151,125
shares were granted in the first six months of fiscal year 2004. The fair value of each option grant is estimated on the
date of grant using the Black-Scholes option pricing model. The following weighted-average assumptions were used
in determining the fair value of options granted in the first six months of fiscal year 2004: dividend yield of .35%;
expected volatility factor of 67%; risk-free interest rate of 2.2%; and an expected life of 4.5 years, which is lower than
the expected life used in prior year computations, due to a reduction in the average vesting period.
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COMPUTER ASSOCIATES INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED CONDENSED FINANCIAL STATEMENTS

SEPTEMBER 30, 2003

The Company maintains a Year 2000 Employee Stock Purchase Plan (the Purchase Plan) for all eligible employees.
The estimated fair value of the stock purchase rights under the Purchase Plan for the six month offering period
commencing July 1, 2003 was $7.02. The fair value is estimated on the first date of the offering period using the
Black-Scholes option pricing model. The following weighted-average assumptions were used in determining the
estimated fair value of stock purchase rights under the Purchase Plan granted for the offering period commencing
July 1, 2003: dividend yield of .36%; expected volatility factor of 60%; risk-free interest rate of .96%; and an
expected life of .5 years.

NOTE E � ACCOUNTS RECEIVABLE

Net trade and installment accounts receivable consist of the following:

September
30, March 31,

2003 2003

(in millions)
Current:
Billed accounts receivable $ 487 $ 809
Unbilled amounts due within the next 12 months� Business Model 1,350 1,284
Unbilled amounts due within the next 12 months� prior business model 983 1,020
Less: Allowance for doubtful accounts (145) (159)

Net amounts expected to be collected 2,675 2,954
Less: Unearned revenue� current (1,739) (1,875)

Net trade and installment accounts receivable� current $ 936 $ 1,079

Noncurrent:
Unbilled amounts due beyond the next 12 months� Business Model $ 1,277 $ 1,210
Unbilled amounts due beyond the next 12 months� prior business model 1,467 1,807
Less: Allowance for doubtful accounts (69) (85)

Net amounts expected to be collected 2,675 2,932
Less: Unearned revenue� noncurrent (1,602) (1,633)

Net installment accounts receivable� noncurrent $ 1,073 $ 1,299
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The components of unearned revenue consist of the following:

September
30, March 31,

2003 2003

(in millions)
Current:
Unamortized discounts $ 147 $ 185
Unearned maintenance 149 189
Deferred subscription revenue 924 688
Noncurrent deferred subscription revenue (uncollected) associated with unbilled amounts
due within the next 12 months 494 780
Unearned professional services 25 33

$1,739 $ 1,875

Noncurrent:
Unamortized discounts $ 190 $ 250
Unearned maintenance 135 173
Deferred subscription revenue 1,277 1,210

$1,602 $ 1,633
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COMPUTER ASSOCIATES INTERNATIONAL, INC. AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED CONDENSED FINANCIAL STATEMENTS

SEPTEMBER 30, 2003

NOTE F � IDENTIFIED INTANGIBLE ASSETS

In the table below, capitalized software includes both purchased and internally developed software costs; other
identified intangible assets includes both purchased customer relationships and trademarks/trade name costs.
Internally developed capitalized software costs and other identified intangible asset costs are included in �Other
noncurrent assets� on the Consolidated Condensed Balance Sheets. The gross carrying amounts and accumulated
amortization for identified intangible assets subject to amortization are as follows:

At September 30, 2003

Gross Accumulated Net
Assets Amortization Assets

(in
millions)

Capitalized software:
Purchased $4,519 $ 3,280 $1,239
Internally developed 412 276 136
Other 370 155 215

Total $5,301 $ 3,711 $1,590

At March 31, 2003

Gross Accumulated Net
Assets Amortization Assets

(in
millions)

Capitalized software:
Purchased $4,481 $ 3,065 $1,416
Internally developed 392 257 135
Other 370 136 234

Total $5,243 $ 3,458 $1,785
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For the second quarters of fiscal years 2004 and 2003, amortization of capitalized software costs was $117 million.
Amortization of other identified intangible assets was $9 million in the second quarters of fiscal years 2004 and 2003.

For the first six months of fiscal years 2004 and 2003, amortization of capitalized software costs was $233 million and
$235 million, respectively, and amortization of other identified intangible assets was $19 million in each period.

Based on the identified intangible assets recorded through September 30, 2003, annual amortization expense is
expected to be as follows:

Year Ended March 31,

2004 2005 2006 2007 2008 2009

(in millions)
Capitalized software:
Purchased $422 $394 $369 $256 $ 7 $ 1
Internally developed 40 40 32 24 14 5
Other 42 42 39 23 23 23

Total $504 $476 $440 $303 $44 $29
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NOTE G � RECLASSIFICATIONS

Gains and losses attributable to sales of fixed assets, foreign currency exchange rate fluctuations, and certain other
infrequent events have been reclassified from �Selling, general & administrative� to �Other gains/expenses� on the
Consolidated Condensed Statements of Operations. The components of �Other gains/expenses� are as follows:

For the Three For the Six
Months
Ended

Months
Ended

September
30, September 30,

2003 2002 2003 2002

(in millions)
(Gain)/loss attributable to sale of fixed assets $ � $ 2 $(18) $ 2
Expenses attributable to fluctuations in foreign
currency exchange rates � 14 14 45
Expenses attributable to legal settlements 20 2 28 2
Payment to Ranger Governance Ltd. � 10 � 10

$ 20 $ 28 $ 24 $59

Approximately $14 million of deferred revenue at March 31, 2003 related to the Company�s indirect business
(distributors, resellers, and value-added resellers) has been reclassified to �Billed accounts receivable� from �Allowance
for doubtful accounts� within Note E to the Consolidated Condensed Financial Statements to conform to the
September 30, 2003 presentation. As a result of this reclassification, the Company reclassified $5 million of deferred
income taxes at March 31, 2003, from deferred income taxes�current, to deferred income taxes � noncurrent, on the
Consolidated Balance Sheets.

Approximately $72 million of deferred tax assets at March 31, 2003 has been reclassified from �Other noncurrent
assets� to �Deferred income taxes� on the Consolidated Condensed Balance Sheets to conform to the September 30, 2003
presentation.

Approximately $18 million of a noncurrent reserve at March 31, 2003 has been reclassified from �Other noncurrent
assets� to �Other current liabilities� on the Consolidated Balance Sheets to conform to the September 30, 2003
presentation.

Approximately $494 million and $780 million of noncurrent deferred subscription revenue (uncollected) associated
with amounts due from customers within the next 12 months at September 30, 2003 and March 31, 2003, respectively,
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have been reclassified from �unearned revenue � noncurrent� (a component of net installment accounts receivable �
noncurrent) to �unearned revenue � current� (a component of net trade and installment accounts receivable � current) on
the Consolidated Balance Sheet and within Note A. As a result of this reclassification, the Company reclassified
$185 million and $291 million of a deferred tax liability at September 30, 2003 and March 31, 2003, respectively,
from deferred income taxes � current to deferred income taxes � noncurrent, on the Consolidated Balance Sheets.

Upon adoption of SFAS No. 142, assembled workforce no longer met the definition of an identifiable intangible asset.
As a result, the noncurrent deferred tax liability of $35 million at both September 30, 2003 and March 31, 2003
associated with the assembled workforce asset was eliminated through a reduction in the carrying amount of goodwill.

Approximately $21 million and $16 million of certain unclaimed funds at September 30, 2003 and March 31, 2003,
respectively, have been reclassified from �Allowance for doubtful accounts� (a component of net trade and installment
accounts receivable � current) to �Other current liabilities� on the Consolidated Balance Sheets. As a result of this
reclassification, the Company reclassified $8 million and $6 million of deferred income taxes at September 30, 2003
and March 31, 2003, respectively, from deferred income taxes � current, to deferred income taxes � noncurrent, on the
Consolidated Balance Sheets.

12
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Approximately $9 million and $8 million of certain international pension liabilities at September 30, 2003 and
March 31, 2003, respectively, have been reclassified from �Other current liabilities� to �Other noncurrent liabilities� on
the Consolidated Balance Sheets.

NOTE H � ACQUISITIONS AND DIVESTITURES

In December 2003, the Company entered into a definitive agreement to sell its 90 percent ownership of ACCPAC to
The Sage Group, plc. (Sage) based on a $110 million aggregate cash price for all the outstanding equity interests of
ACCPAC including options and change of control payments for certain officers and managers. ACCPAC specializes
in accounting, customer relationship management, human resources, warehouse management, manufacturing,
electronic data interchange, and point-of-sale software for small and medium-sized businesses. The sale of ACCPAC
was completed in the fourth quarter of fiscal year 2004. Pursuant to SFAS No. 144, �Accounting for the Impairment or
Disposal of Long-Lived Assets,� the assets and liabilities of ACCPAC are recorded at their carrying values and have
been classified as a discontinued operation held for sale on the Consolidated Condensed Balance Sheets.
Approximately 600 employees were transferred to Sage as part of the transaction. The sale completes the Company�s
multi-year effort to exit the business applications market. For the three and six month periods ended September 30,
2003, ACCPAC generated total revenue of $25 million and $49 million, respectively and there was no net income for
either period. For the three and six month periods ended September 30, 2002, ACCPAC generated total revenue of
$21 million and $39 million, respectively. ACCPAC had net income of $1 million for the three months ended
September 30, 2002 and had no net income for the six month period ended September 30, 2002.

In October 2002, the Company completed the divestiture of its banking products group, the remaining interBiz
product group, to a third party. Proceeds from the divestiture totaled approximately $8 million, which was received in
the quarter ended December 31, 2002. The banking products group generated approximately $10 million of revenue
and $6 million of direct expenses for the first six months of fiscal year 2003. As part of the transaction, net billed and
unbilled accounts receivable and net deferred subscription revenue were reduced by approximately $12 million and
$18 million, respectively. Approximately 80 employees were transferred to the acquirer as part of this transaction.

The Company acquired PLATINUM technology International, inc. and Sterling Software, Inc. in May 1999 and
March 2000, respectively. The Company also acquired several smaller businesses prior to fiscal year 2000. The
Company has not completed any acquisitions since March 2000 that would have generated additional
acquisition-related liabilities. Accrued acquisition-related costs and changes in these accruals were as follows:

Duplicate
Facilities

& Employee
Other
Costs Costs

(in millions)
Balance at March 31, 2002: $135 $ 34
Settlements (43) (10)
Adjustments (18) (1)

Edgar Filing: COMPUTER ASSOCIATES INTERNATIONAL INC - Form 10-Q/A

Table of Contents 29



Balance at March 31, 2003: $ 74 $ 23
Settlements (5) (6)

Balance at September 30, 2003: $ 69 $ 17
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The duplicate facilities and other costs relate to operating leases which expire at various times through 2010,
negotiated buyouts of operating lease commitments, taxes, and other contractual liabilities. The employee costs
consist of involuntary termination benefits. The adjustments, which reduced the corresponding liability and related
goodwill asset accounts, were recorded when obligations were settled at amounts less than originally estimated. The
remaining liability balances are included in �Other current liabilities� on the Consolidated Condensed Balance Sheets.

NOTE I � SHAREHOLDER LITIGATION SETTLEMENT

In August 2003, the Company announced plans to settle all outstanding litigation related to past accounting issues.
Included in the settlement are both shareholder and ERISA (Employee Retirement Income Security Act of 1974, as
amended) class-action suits and related derivative litigation. As part of the settlement and upon approval by the United
States District Court for the Eastern District of New York, the Company will issue to the shareholder classes a total of
up to 5.7 million shares (settlement shares) of the Company�s common stock. If the Company�s share price is below
$23.43 at the time of distribution of the settlement shares, up to 2.2 million of the 5.7 million shares would be payable
in cash at that price � or a maximum of $51.546 million in cash. In that case, the stock portion of the settlement would
be reduced to no less than 3.5 million shares. On August 22, 2003, the Company established an initial estimate for the
value of the shareholder litigation settlement of approximately $144 million. The estimated value was based on the
Company�s NYSE closing share price of $25.00 on that date and certain administrative costs associated with the
settlement. The Company updated the estimated value of the settlement based on the Company�s NYSE closing share
price of $26.11 as of September 30, 2003. The estimated value of the settlement as of September 30, 2003 was
$150 million and the related liability was reflected in �Other current liabilities� on the Consolidated Condensed Balance
Sheets. Until the settlement shares are issued, the projected impact will be reviewed quarterly and the expense
adjusted accordingly. Refer to Part II, Item 1. �Legal Proceedings� of the Form 10-Q filed with the Securities and
Exchange Commission on October 22, 2003 (the �Original Filing�) for additional information.

NOTE J � RECENT ACCOUNTING PRONOUNCEMENTS

In November 2002, the EITF reached a consensus on Issue No. 00-21, �Revenue Arrangements with Multiple
Deliverables.� Issue 00-21 provides guidance on how to account for arrangements that involve the delivery or
performance of multiple products, services and/or rights to use assets. The provisions of Issue 00-21 apply to revenue
arrangements entered into in fiscal periods beginning after June 15, 2003 but do not supersede existing authoritative
guidance, including SOP 97-2. The adoption of Issue 00-21 did not have an impact on the Company�s financial
statements.

In January 2003, the FASB issued Interpretation No. 46, �Consolidation of Variable Interest Entities.� Interpretation
No. 46 clarifies the application of Accounting Research Bulletin No. 51 and applies immediately to any variable
interest entities created after January 31, 2003 and to variable interest entities in which an interest is obtained after that
date. This Interpretation is applicable to the Company in the quarter ending December 31, 2003, for interests acquired
in variable interest entities prior to February 1, 2003. This Interpretation requires variable interest entities to be
consolidated if the equity investment at risk is not sufficient to permit an entity to finance its activities without support
from other parties or the equity investors lack specified characteristics. The adoption of this Interpretation will not
have a material impact on the Company�s financial statements.

In April 2003, the FASB issued SFAS No. 149, �Amendment of SFAS No. 133 on Derivative Instruments and Hedging
Activities.� SFAS No. 149 amends and clarifies accounting for derivative instruments, including certain derivative
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instruments embedded in other contracts, and for hedging activities under SFAS No. 133. In particular, this Statement
clarifies under what circumstances a contract with an initial net
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investment meets the characteristic of a derivative. It also clarifies when a derivative contains a financing component
that warrants special reporting in the statement of cash flows. SFAS No. 149 is generally effective for contracts
entered into or modified after June 30, 2003 and did not have an impact on the Company�s financial statements.

In May 2003, the FASB issued SFAS No. 150, �Accounting for Certain Financial Instruments with Characteristics of
both Liabilities and Equity.� SFAS No. 150 establishes standards for how a company classifies and measures certain
financial instruments with characteristics of both liabilities and equity. It requires that an issuer classify certain
financial instruments as a liability (or as an asset in some circumstances). SFAS No. 150 is effective for financial
instruments entered into or modified after May 31, 2003, and otherwise is effective at the beginning of the first interim
period beginning after June 15, 2003. The adoption of SFAS No. 150 did not have an impact on the Company�s
financial statements.

NOTE K � SUBSEQUENT EVENT

On October 8, 2003, the Company announced actions that were taken in response to the preliminary results of an
independent inquiry being conducted by the Audit Committee of the Board of Directors.

As previously reported, the Company has been responding to a joint investigation by the United States Attorney�s
Office for the Eastern District of New York and the Northeast Regional Office of the Securities and Exchange
Commission. The investigation concerns accounting practices that were in place prior to the Company�s adoption of its
Business Model in October 2000.

In response to the investigation, the Board of Directors authorized the Audit Committee to conduct an independent
investigation into the timing of revenue recognition by the Company.

Although the Audit Committee investigation is continuing, the Audit Committee has determined that certain revenues
were prematurely recognized in the fiscal year ended March 31, 2000. The Audit Committee found that in fiscal year
2000 a number of software license agreements appear to have been signed after the end of the quarter in which
revenues associated with such agreements had been recognized. Those revenues should have been recognized in the
quarter in which the software license agreements were signed. The Audit Committee has not yet quantified the
revenue prematurely recognized. However, through October 21, 2003, the Audit Committee has found no evidence to
suggest that the software license agreements and the revenues and cash flows associated with those software license
agreements were not genuine.

Following the Audit Committee�s report and at its recommendation, the Company asked for and received the
resignations of three executives who oversaw the relevant financial operations during the period in question, including
the Company�s Chief Financial Officer (CFO). The Company is currently conducting an external search for a new
CFO. In the interim, Douglas E. Robinson, Senior Vice President, Finance, will serve as CFO.

The Audit Committee�s continuing review will include an examination of whether restatement of prior period financial
statements is required under GAAP.
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MANAGEMENT�S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS

This Form 10-Q/A contains certain forward-looking statements and information relating to the Company that are
based on the beliefs and assumptions made by management as well as information currently available to management.
When used in this document, the words �anticipate,� �believe,� �estimate,� �expect,� and similar expressions, are
intended to identify forward-looking statements. Such statements reflect our current views with respect to future
events and are subject to certain risks, uncertainties, and assumptions, some of which are described below in the
section �Risk Factors.� Should one or more of these risks or uncertainties occur, or should our assumptions prove
incorrect, actual results may vary materially from those described herein as anticipated, believed, estimated, or
expected. We do not intend to update these forward-looking statements except as may be required by law.

QUARTERLY UPDATE

� In August 2003, we announced plans to settle all outstanding litigation related to past accounting issues. Included
in the settlement are both shareholder and ERISA class-action suits and related derivative litigation. As part of the
settlement and upon approval by the United States District Court for the Eastern District of New York, we will
issue to the shareholder classes a total of up to 5.7 million shares (settlement shares) of our common stock. In
anticipation of a final settlement, we recorded a pre-tax expense in the quarter ended September 30, 2003 of
approximately $150 million. The pre-tax expense is based on our NYSE closing share price of $26.11 on
September 30, 2003 and certain administrative costs associated with the settlement. Until the settlement shares are
issued, the projected impact will be reviewed quarterly and the expense adjusted accordingly. Refer to Note I
�Shareholder Litigation Settlement� and Part II, Item 1. �Legal Proceedings� of the Original Filing for additional
information.

� Also in August 2003, we announced that we reached an agreement with The Canopy Group and Center 7 to settle
all litigation between the parties for $40 million, which was paid in the quarter ended September 30, 2003. The
settlement was approved by the United States District Court for the District of Utah, Central Division, on
August 12, 2003. In addition to amounts previously expensed in relation to this litigation, we recorded a pre-tax
expense in the quarter ended September 30, 2003 of $20 million, which was included in �Other gains/expenses� on
the Consolidated Condensed Statements of Operations. Refer to Part II, Item 1. �Legal Proceedings� of the Original
Filing for additional information.

� In October 2003, we announced actions that were taken in response to the preliminary results of an independent
investigation being conducted by the Audit Committee of the Board of Directors. Although the Audit Committee
investigation is continuing, the Audit Committee determined that an as-yet unquantified amount of revenue was
prematurely recognized in the fiscal year ending March 31, 2000. Based on the Audit Committee�s
recommendation, we asked for and received the resignations of three executives who oversaw the relevant
financial operations during the period in question, including our CFO. We are currently conducting an external
search for a new CFO. In the interim, Douglas E. Robinson, Senior Vice President, Finance, will serve as CFO.
Refer to Note K �Subsequent Event� and Part II, Item 1. �Legal Proceedings� of the Original Filing for additional
information.

� In October 2003, due primarily to the ongoing independent investigation by the Audit Committee, Moody�s
Investor Services (Moody�s) announced that it lowered our senior unsecured rating to Baa3 from Baa2 and our
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short-term rating for commercial paper to Prime-3 from Prime-2. These ratings are under review for possible
further downgrade. Also in October 2003, Standard & Poor�s Rating Services (Standard & Poor�s) announced that it
placed our BBB+ senior unsecured rating and our A-2 commercial paper rating on CreditWatch with negative
implications. Refer to the �Liquidity and Capital Resources� section of this Form 10-Q/A for additional information.
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� CA World, our annual conference and exhibition, was held July 13 � 17 in Las Vegas, Nevada. CA World provides
educational sessions on and demonstrations of the latest CA technology. During CA World 2003, we announced
several new products, including our enterprise security management solution, eTrust� Security Command Center.
eTrust Security Command Center enables customers to manage their entire security operations, including security
products from other companies, from a single location. We also announced new channel initiatives to expand
opportunities for reseller partners. These initiatives include improved demand creation, increased partner profit
margins and expanded program support.

� In October 2003, the Board of Directors declared its regular semi-annual cash dividend of $.04 per share. The
dividend will be paid on January 7, 2004 to stockholders of record on December 22, 2003.

PERFORMANCE INDICATORS

The following is a summary of some of the quantitative performance indicators (as defined below) that may be used to
assess our financial results and condition on a continuing operating basis:

For the Three
Months

Ended Sept. 30,

2003 Percent
(restated) 2002 Change Change

(dollars in millions)
Subscription revenue $ 473 $ 343 $ 130 38%
Total revenue $ 803 $ 751 $ 52 7%
Subscription revenue as a percent of total revenue 59% 46% � 28%
New deferred subscription revenue $ 405 $ 394 $ 11 3%
Weighted-average license agreement duration in years 2.70 2.80 (.10) (4%)
Cash from continuing operations $ 184 $ 206 $ (22) (11%)
Loss from continuing operations, net of tax $ (90) $ (53) $ (37) 70%

For the Six Months
Ended Sept. 30,

2003 Percent
(restated) 2002 Change Change

(dollars in millions)
Subscription revenue $ 920 $ 657 $ 263 40%
Total revenue $1,589 $1,498 $ 91 6%
Subscription revenue as a percent of total revenue 58% 44% � 32%
New deferred subscription revenue $ 792 $ 716 $ 76 11%
Weighted-average license agreement duration in years 2.80 2.80 � �
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Cash from continuing operations $ 353 $ 405 $ (52) (13%)
Loss from continuing operations, net of tax $ (82) $ (117) $ 35 (30%)

Sept. 30, March 31, Percent
2003 2003 Change Change

(dollars in millions)
Total debt $2,300 $3,126 $(826) (26%)

Definitions of performance indicators are as follows:

Subscription Revenue � Subscription revenue is the ratable revenue recognized in a period from amounts previously
recorded as deferred subscription revenue. The larger the ratio of subscription revenue to total revenue, the more
predictable our revenue streams become. If weighted-average life remains constant, an increase in deferred
subscription revenue will result in an increase in subscription revenue. Therefore, since we expect an increase in
deferred subscription revenue for the remainder of fiscal year 2004, we also expect subscription revenue to continue to
increase for that period.
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Total Revenue�Total revenue is the sum of all revenue line items. Although subscription revenue continues to increase,
certain other revenue line items in our Consolidated Condensed Statements of Operations are decreasing. As we noted
in our previous filings, these decreases are generally expected. We expected decreases in �Maintenance� and �Financing
fees,� as described in further detail below. �Software fees and other� and �Professional services� decreased as well. For a
more complete description of the reasons for changes in each revenue line item, refer to the �Results of Operations�
section of this Form 10-Q/A.

New Deferred Subscription Revenue � New deferred subscription revenue represents the total undiscounted
incremental value (license agreement value) of all new software licenses sold in the current period by our direct sales
force. New deferred subscription revenue excludes the value associated with maintenance-only agreements as well as
professional services arrangements. New deferred subscription revenue is what we expect to collect over time from
our customers. This amount is recognized as subscription revenue ratably over the applicable software license term.
These license agreements represent committed payments from customers over periods generally up to three years.

The contribution to revenue from the new deferred subscription revenue applicable to any single license agreement is
relatively small, since revenue is recognized ratably over the applicable license agreement term. We believe this
allows us to balance the importance of recording new deferred subscription revenue from any single transaction with
the importance of seeking to enter into transactions on acceptable business terms.

Weighted-Average License Agreement Duration in Years � The weighted-average license agreement duration in years
represents the sum of the duration of all software licenses executed during a period, weighted by the contract value of
each individual software license. We believe that shorter license agreement durations increase the value customers
receive from our software licenses because it enables them to vary their software mix as their needs change. We also
believe this flexibility improves our customer relationships and encourages us to be more accountable to each of our
customers, which in turn may lead to increased future sales opportunities.

Cash From Continuing Operations � Cash from operations shown on our Consolidated Condensed Statements of Cash
Flows represents the excess of cash collected from billings to our customers over cash paid for expenses to run our
business. This amount represents what is available to pay for equipment, technology, and other investing activities, to
repay debt, pay dividends, repurchase stock, and for other financing purposes. We believe this is an important
performance indicator since cash generation over the long term is essential to maintaining a healthy business and
providing funds to help fuel growth. We believe generating consistent cash from operations is an indication that we
are achieving a high level of customer satisfaction with our products and are appropriately managing our expenses.
Cash from operations decreased $22 million in the quarter ended September 30, 2003 from the comparable prior fiscal
year period primarily due to an increase in cash paid for income taxes ($21 million) and legal settlements
($36 million). This was partially offset by a reduction in cash paid for interest ($8 million) and an overall
improvement in accounts receivable.

Loss from Continuing Operations, Net of Tax � Under our Business Model, revenue is generally deferred and
recognized ratably over the applicable license agreement term. Under the prior business model, license revenue was
generally recognized up-front. However, costs continue to be recorded as expenses as incurred. As a result we have
generally experienced net losses in each quarter since the transition to our Business Model. Included in the second
quarter�s loss from continuing operations is a $100 million after-tax expense related to the announced plans to settle all
outstanding shareholder and ERISA class-action suits and related derivative litigation involving past accounting
issues. Also included in this quarter�s loss from continuing operations is a $13 million after-tax expense related to our
settlement of litigation with The Canopy Group and Center 7. For a more complete description of these settlement
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expenses, refer to Note I �Shareholder Litigation Settlement� and Part II, Item 1. �Legal Proceedings� of the Original
Filing for additional information.

Total Debt � Total debt includes the current and long term portions of our debt obligations. We have made a strategic
decision to reduce our overall debt level and achieved our current fiscal year objective of an $826 million reduction
during the six month period ended September 30, 2003.
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Refer to the discussion of our �Results of Operations,� �Outlook,� �Liquidity and Capital Resources,� and �Risk Factors�
herein and the Notes to the Consolidated Condensed Financial Statements in this Form 10-Q/A for further descriptions
of the items discussed in this section.

RESULTS OF OPERATIONS

This Form 10-Q/A reflects adjustments to revenue associated with a correction in the method of accounting for
subscription revenue associated with Business Model contracts that replaced existing Business Model contracts and
other miscellaneous minor adjustments. Previously, the remaining deferred subscription revenue balance associated
with the contract that was being replaced was amortized over the term of the original contract. In accordance with
SOP 97-2, �Software Reserve Recognition�, the correct, and revised, method amortizes the remaining deferred
subscription revenue balance over the term of the new contract. The adjustments decreased revenue by $5 million and
$8 million, and income taxes by $2 million and $3 million, for the three and six month periods ended September 30,
2003, respectively. These adjustments also increased deferred subscription revenue by approximately $7 million at
September 30, 2003.

The following table presents the percentage of total revenue and the percentage of period-over-period dollar change
for the line items in our Consolidated Condensed Statements of Operations for the three and six month periods ended
September 30, 2003 and 2002. These comparisons of financial results are not necessarily indicative of future results.

For the Three Months For the Six Months
Ended September 30, Ended September 30,

Percentage Percentage
Percentage of of Percentage of of

Total Dollar Total Dollar
Revenue Change Revenue Change

2003 2003/ 2003 2003/
(restated) 2002 2002 (restated) 2002 2002

Revenue
Subscription revenue 59% 46% 38% 58% 44% 40%
Software fees and other 9% 11% (12%) 9% 11% (17%)
Maintenance 19% 25% (19%) 20% 26% (19%)
Financing fees 6% 10% (36%) 6% 11% (37%)
Professional services 7% 8% (8%) 7% 8% (9%)
Total revenue 100% 100% 7% 100% 100% 6%
Expenses
Amortization of capitalized software costs 15% 16% 0% 15% 16% (1%)
Cost of professional services 6% 8% (12%) 7% 8% (9%)
Selling, general and administrative 39% 44% (5%) 40% 45% (5%)
Product development and enhancements 21% 21% 3% 21% 21% 2%
Commissions and royalties 7% 8% (5%) 7% 8% (9%)
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Depreciation and amortization of other intangibles 4% 5% (3%) 4% 5% (1%)
Other gains/expenses, net 2% 4% NM 2% 4% NM
Shareholder litigation settlement 19% � NM 9% � NM
Total operating expenses 113% 105% NM 104% 106% NM
Interest expense, net 4% 5% (29%) 4% 6% (30%)

NM � Not Meaningful

Note: amounts may not add due to rounding
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Revenue:

Total Revenue

Total revenue for the quarter ended September 30, 2003 increased $52 million, or 7%, from the prior year comparable
quarter to $803 million. This increase was primarily due to the transition to our Business Model that began in the third
quarter of fiscal year 2001. This transition resulted in an increase in subscription revenue from the prior year
comparable period, partially offset by an expected decrease in maintenance and financing fees, as described below.
Software fees and other and professional services revenue decreased for the second quarter as described below. In
addition, there was a positive impact to revenue of $31 million compared to the prior fiscal year quarter due to
fluctuations in foreign currency exchange rates, primarily associated with the strengthening of both the Euro and the
British Pound versus the U.S. dollar. This foreign exchange rate impact was partially offset by the impact of the sale
of our banking products group in October 2002, which had contributed $5 million of revenue in the second quarter of
fiscal year 2003. Cautious capital spending by many of our existing and potential customers associated with weak
conditions in the overall economy and the IT industry adversely impacted revenue in the second quarter of fiscal year
2004.

Total revenue for the six months ended September 30, 2003 increased $91 million, or 6%, from the prior year
comparable period to $1.589 billion. Consistent with and for the same reasons as the increase in total revenue for the
second quarter of fiscal year 2004 as compared with the second quarter of fiscal year 2003, the increase was primarily
due to the transition to our Business Model. For the six months ended September 30, 2003, there was a positive impact
to revenue of $70 million compared to the prior fiscal year period due to fluctuations in foreign currency exchange
rates, primarily associated with the strengthening of both the Euro and the British Pound versus the U.S. dollar. This
foreign exchange rate impact was partially offset by the impact of the sale of our banking products group in
October 2002, which had contributed $10 million of revenue in the comparable six month period of the prior fiscal
year.

Subscription Revenue

Subscription revenue for the quarter ended September 30, 2003 increased $130 million, or 38%, from the comparable
prior year quarter to $473 million. Subscription revenue represents the ratable portion of revenue recognized during
the quarter on software license agreements executed under our Business Model. The increase is primarily due to the
transition to our Business Model in the third quarter of fiscal year 2001. The three month period ended September 30,
2003 included subscription revenue earned from licenses that were completed during the past 12 months, which did
not contribute to the revenue of the prior fiscal year quarter. For the quarters ended September 30, 2003 and 2002, we
added new deferred subscription revenue of $405 million and $394 million, respectively. The approximate duration of
licenses executed under our Business Model in the quarters ended September 30, 2003 and 2002 had a
weighted-average of 2.70 years and 2.80 years, respectively. Annualized deferred subscription revenue represents the
total value of all new software license agreements signed during a period divided by the weighted-average duration of
all such license agreements recorded during the same period. Annualized deferred subscription revenue increased
approximately $9 million, or 6%, for the quarter ended September 30, 2003 over the comparable prior year quarter to
$150 million.

Subscription revenue for the six months ended September 30, 2003 increased $263 million, or 40%, from the
comparable prior year period to $920 million. The increase for the six month period is attributable to the same factors
as described above for the second quarter increase. Annualized deferred subscription revenue increased approximately
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$27 million, or 11%, for the six month period ended September 30, 2003 over the comparable prior year period to
approximately $283 million.
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Software Fees and Other

Software fees and other primarily consists of royalties and revenue related to distribution and original equipment
manufacturer (OEM) partners. Revenue related to distribution partners and OEMs is sometimes referred to as our
�indirect� or �channel� business. Such revenue decreased during the second quarter by $10 million, or 12%, from the
comparable prior year quarter to $75 million. The decrease was primarily due to a difficult economic and competitive
environment and associated pricing pressures as well as our focus on the reorganization of our channel business. The
quantification of the impact each of these factors had on the decrease in software fees and other revenue is not readily
determinable.

Software fees and other for the six months ended September 30, 2003 decreased $29 million, or 17%, from the
comparable prior year period to $142 million. The decrease for the six month period is attributable to the same factors
as described above for the second quarter decrease.

Maintenance

As expected, maintenance revenue for the quarter ended September 30, 2003 decreased $35 million, or 19%, to
$151 million from the comparable prior year quarter. This decrease in maintenance revenue is attributable to
additional license agreements signed under our Business Model, where maintenance revenue, bundled along with
license revenue, is reported in �Subscription revenue� on the Consolidated Condensed Statements of Operations. The
combined maintenance and license revenue on these types of license agreements is recognized on a monthly basis
ratably over the term of the agreement. The decrease is partially offset by new maintenance revenue earned from
customers who elect optional maintenance at the expiration of their non-term-based license agreements and
maintenance earned from our indirect business. Maintenance revenue from our indirect business for the quarter ended
September 30, 2003 increased $5 million, or 42%, to $17 million from the comparable prior year quarter.

Maintenance revenue for the six months ended September 30, 2003 decreased $72 million, or 19%, from the
comparable prior year period to $310 million. The decrease for the six month period is attributable to the same factors
as described above for the second quarter decrease. Maintenance revenue from our indirect business for the six months
ended September 30, 2003 increased $10 million, or 45%, from the comparable prior year period to $32 million.

Financing Fees

Financing fees result from the discounting to present value of product sales with extended payment terms under our
prior business model, which required up-front revenue recognition. This discount initially reduced the related
installment accounts receivable, and was referred to as �unamortized discounts.� The related unamortized discount is
amortized over the life of the applicable license agreement and is reported as financing fees. Under our Business
Model, unamortized discounts are no longer recorded, since we no longer recognize the present value of license
revenue when license agreements are signed. As expected, for the quarter ended September 30, 2003, these fees
decreased $28 million, or 36%, from the comparable prior year quarter to $49 million.

Financing fees for the six months ended September 30, 2003 decreased $60 million, or 37%, from the comparable
prior year period to $103 million. The decrease for the six month period is attributable to the same factors as described
above for the second quarter decrease.

Professional Services
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Professional services revenue for the quarter ended September 30, 2003 decreased $5 million, or 8%, from the prior
year comparable quarter to $55 million as a result of the weak spending environment that affected the IT service
sector in general, which we expect to continue for the remainder of fiscal year 2004. The decrease was also a result of
our shift in focus to professional services engagements that are centered around our products. Quantification of the
impact that each of these factors had on the decrease in professional services revenue is not readily determinable.
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Professional services revenue for the six months ended September 30, 2003 decreased $11 million, or 9%, from the
prior year comparable period to $114 million as a result of the same factors as described above for the second quarter
decrease.

Total Revenue by Geography

The following table presents the amount of revenue earned from the North American and international geographic
regions and corresponding percentage changes for the three and six month periods ended September 30, 2003 and
2002. These comparisons of financial results are not necessarily indicative of future results.

Three Months Ended Six Months Ended
September 30, September 30,

(dollars in millions)
2003 2002 Change 2003 2002 Change

North American $463 $478 (3%) $ 924 $ 951 (3%)
International 340 273 25% 665 547 22%

$803 $751 7% $1,589 $1,498 6%

The increase in international revenue in the three and six month periods ended September 30, 2003 compared with the
prior fiscal year comparable periods was attributable to our European business. The increase was also a result of a
positive impact to revenue from fluctuations in foreign currency exchange rates of $31 million and $70 million for the
three and six month periods ended September 30, 2003, respectively. The incr
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