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Securities registered pursuant to Section 12(b) of the Act:

Title Of Each Class Name Of Each Exchange On Which Registered
Common Stock, $0.001 par value Nasdaq Global Market

Securities registered pursuant to Section 12(g) of the Act: None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.
Yes No x

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Exchange Act.
Yes No x

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 x No ~

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data File required to be
submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the
registrant was required to submit and post such files).

Yes x No ~

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be contained, to the best of
registrant s knowledge, in definitive proxy or information statements incorporated by reference in Part III of this Form 10-K or any amendment to this Form
10-K. x

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting company. See
definitions of large accelerated filer , accelerated filer and smaller reporting company in Rule 12b-2 of the Exchange Act.

Large accelerated filer ~ Accelerated filer x Non-accelerated filer ~ Smaller reporting company
(Do not check if a smaller reporting
company)

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).

Yes No x

As of June 30, 2012, the aggregate market value of the registrant s common stock held by non-affiliates of the registrant was $318,118,331 based on the closing
sale price as reported on The Nasdaq Global Market.

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

Class Outstanding at February 28, 2013

Common Stock, $0.001 par value 47,735,963
DOCUMENTS INCORPORATED BY REFERENCE
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The information called for by Part III is incorporated by reference to specitied portions of the registrant s definitive Proxy Statement for its 2013 Annual Meeting
of Stockholders, which is expected to be filed with the Securities and Exchange Commission not later than 120 days after the registrant s fiscal year ended
December 31, 2012.
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

Some of the statements in this Annual Report on Form 10-K under Business,  Risk Factors , Management s Discussion and Analysis of
Financial Condition and Results of Operations, and elsewhere constitute forward-looking statements within the meaning of Section 21E of the
Securities and Exchange Act of 1934, as amended. Forward-looking statements include statements regarding Actuate s expectations, beliefs or
strategies regarding the future. These statements involve known and unknown risks, uncertainties, and other factors that may cause our actual
results, levels of activity, performance, or achievement to be materially different from any future results, levels of activity, performance, or
achievements expressed or implied by such forward-looking statements. Such factors include, among other things, those listed under Risk
Factors and elsewhere in this Annual Report on Form 10-K. Although we believe that the expectations reflected in the forward-looking
statements are reasonable, we cannot guarantee future results, levels of activity, performance, or achievements. Moreover, neither we nor any
other person assumes responsibility for the accuracy and completeness of such statements. We are under no duty to update any of the
forward-looking statements contained in this Report on Form 10-K after the date hereof or to conform such statements to actual results. Readers
are cautioned not to place undue reliance on forward-looking statements and should carefully review the Risk Factors and Management s
Discussion and Analysis of Financial Condition and Results of Operations section herein and the risk factors described in other documents
Actuate files from time to time with the Securities and Exchange Commission, including current reports on Form 8-K and quarterly reports on
Form 10-Q filed by Actuate during 2012.

PART I

ITEM1. BUSINESS

Actuate Software Corporation was incorporated in November 1993 in the State of California and reincorporated in the State of Delaware in July
1998 as Actuate Corporation ( We , Actuate orthe Company ). Actuate provides software and services to develop and deploy business analytics
and customer communications applications. Applications built on ActuateOne®, a suite of integrated commercial products built around the open
source BIRT (Business Intelligence and Reporting Tools) project with the Eclipse Foundation, deliver business and consumer insights to people
throughout the enterprise. ActuateOne was created to ensure organizations are ready for the ongoing, exponential growth of Big Data and the
proliferation of mobile touch devices. With ActuateOne organizations can design applications to provide all stakeholders, including employees,
customers, partners and citizens, with content that they can easily understand, access and analyze relevant information to maximize revenue, cut
costs, improve customer satisfaction, streamline operations, create competitive advantage and make better decisions. Actuate s goal is to ensure
that all end users can seamlessly incorporate information and business analysis into their day-to-day activities and decision-making, opening up
unexplored avenues for improving corporate performance.

Actuate s telephone number is +1 650-645-3000. Actuate maintains Web sites at www.actuate.com. www.birt-exchange.com,

www.birt-exchange.org, www.birtperformanceanalytics.com, www.xenos.com, www.birtondemand.com and www.quiterian.com. The
information posted on our Web sites is not incorporated into this Annual Report.
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Actuate Executive Officers

Actuate s executive officers as of February 13, 2013 are as follows:

Name Offices

Nicolas C. Nierenberg Chairman of the Board and Chief Architect

Peter I. Cittadini Director, President and Chief Executive Officer

Daniel A. Gaudreau Senior Vice President, Operations and Chief
Financial Officer

N. Nobby Akiha Senior Vice President, Marketing

Thomas E. McKeever Senior Vice President, General Counsel, Chief

Compliance Officer, Corporate Development

and Secretary
Nicolas C. Nierenberg, 56, has been Chairman of the Board of Directors since he co-founded Actuate in November 1993 and became Actuate s
Chief Architect in August 2000. Mr. Nierenberg was also Chief Executive Officer of Actuate from November 1993 until August 2000 and
President from November 1993 until October 1998. Prior to founding Actuate, from April 1993 to November 1993, Mr. Nierenberg worked as a
consultant for Accel Partners, a venture capital firm, evaluating investment opportunities in the enterprise software market. Mr. Nierenberg
co-founded Unify Corporation, which develops and markets relational database development tools. Mr. Nierenberg held a number of positions at
Unify including, Chairman of the Board of Directors, Chief Executive Officer, President, Vice President, Engineering and Chief Technical
Officer. Mr. Nierenberg is currently the CEO of Persyst Development Corporation and is on its Board of Directors.

Peter I. Cittadini, 57, has been Chief Executive Officer of Actuate since August 2000 and has been the President of Actuate since October 1998.
Mr. Cittadini was Actuate s Chief Operating Officer from October 1998 until August 2000 and served as Actuate s Executive Vice President from
January 1995 to October 1998. From 1992 to 1995, Mr. Cittadini held a number of positions at Interleaf, Inc., an enterprise software publishing
company, including Senior Vice President of Worldwide Operations responsible for worldwide sales, marketing, customer support and services.
From 1985 to 1991, Mr. Cittadini held a number of positions at Oracle Corporation, including Vice President, Northeast Division.

Daniel A. Gaudreau, 65, has been Senior Vice President, Operations and Chief Financial Officer since January 2006 and served as Senior Vice
President, Finance and Administration and Chief Financial Officer from January 1999 through December 2005, and Vice President, Finance and
Administration and Chief Financial Officer from February 1997 to January 1999. From January 1994 to February 1997, Mr. Gaudreau served as
Vice President, Finance and Chief Financial Officer of Plantronics, Inc., a publicly traded telephone headset manufacturing company, where he
was responsible for all financial and administrative operations. From January 1990 to January 1994, Mr. Gaudreau was Vice President, Finance
and Chief Financial Officer at Ready Systems, an operating systems software company. Prior to that, Mr. Gaudreau spent two years at Apple
Computer as the Controller of Fremont Manufacturing Operations, prior to which he spent 18 years at General Electric where he held various
financial management positions.

N. Nobby Akiha, 55, has been Senior Vice President, Marketing since July 2006 and Vice President, Marketing from August 2000 to July 2006.
From August 1994 to July 2000, Mr. Akiha was Vice President, Marketing and Business Development at Inference Corporation. From October
1993 to July 1994, Mr. Akiha was a Senior Consultant at Regis McKenna, Inc. Prior to that, Mr. Akiha was Director of Marketing
Communications at Interactive Development Environments and a Group Product Manager at Oracle Corporation.

Thomas E. McKeever, 45, has been Senior Vice President, General Counsel, Chief Compliance Officer, Corporate Development and Secretary
since January 2009 and served as General Counsel, Vice President Corporate Development and Secretary since May 2006. Mr. McKeever was
formerly with Sun Microsystems,
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Inc., was an associate in several law firms in the San Francisco Bay Area and served as a law clerk to the Honorable Lawrence T. Lydick of the
United States District Court for the Central District of California (Orange County).

Industry Background

We believe organizations are readying their systems and processes for the ongoing, exponential growth of Big Data (large and diverse data sets)
and the proliferation of mobile touch devices. These trends have created a necessity for technology that can bridge the gap between new
interfaces presented by touch devices and the vast volume, variety and velocity of Big Data securely without preprocessing and without requiring
new investment in dated data storage mechanisms, such as data warehouses. Organizations need to deliver personalized information, to any size
of end user community and ensure that sensitive applications and data are secured, all while meeting rising consumer performance expectations.

In parallel, we believe organizations are striving to maximize corporate performance by better analyzing, mining and presenting the information
captured by applications implemented to manage business areas such as sales, marketing, services, finance, manufacturing, distribution and
human resources. Organizations have also been seeking to use data to make informed decisions regarding day-to-day operations and to formulate
high-level strategy. These efforts have been largely unsuccessful due to the hard-to-use nature of traditional BI and analytics tools and a shortage
of individuals that have the skills to access and manipulate Big Data sources to answer complex business questions.

ActuateOne Business Intelligence, Analytics and Reporting: Actuate offers ActuateOne for customers to develop and deploy custom
Business Intelligence, analytic and customer facing information applications targeting browsers and mobile touch devices. These applications
deliver rich, interactive content and analysis hosted in cloud, Platform-as-a-service (PaaS) and on-premises deployments. ActuateOne is built on
BIRT, an open source project that Actuate founded and co-leads. BIRT is used by more than 2 million developers around the globe and has been
downloaded over 12 million times.

ActuateOne seeks to fulfill the vision that Actuate has maintained since the inception of BIRT: to redefine information consumption by moving
away from sets of disparate tools to a composite of capabilities within a single environment on any data set. ActuateOne provides one
infrastructure for development and deployment, utilizing one design, one server and one unified end-user experience to meet the dynamically
changing needs of information consumers. The BIRT iHub, the centerpiece of ActuateOne enables organizations to connect to virtually any data
source, including Big Data, to perform analysis, predictive analytics and visual data mining.

ActuateOne seeks to assure that 100% of users inside and outside the firewall can gain value from all enterprise information assets, including
their Big Data stores. ActuateOne provides a platform upon which Global 9000 organizations (companies with annual revenues greater than $1
billion) and packaged application software vendors develop and deploy mission-critical BI, analytics, customer communications and information
applications that deliver visually rich, interactive content. Such applications retrieve business information from distributed data stores such as
Hadoop, relational databases, real-time data feeds and print streams to deliver as dashboards, interactive web pages, spreadsheets, mobile
content and visual analytic capabilities to customers, partners and employees around the globe. Flexible deployment options can support all
projects, no matter how small or large. Our products and services are used by our customers to develop and deploy applications across a range of
business functions including financial management, sales management, account management, and customer self-service.

Actuate offers a complete suite of licensable, BIRT-based BI, analytics, visual data mining and reporting features within the integrated
ActuateOne suite, providing 64-bit, in-memory analytics, user configurable dashboards, ad-hoc query, interactive mobile and web content,
brochure-quality reporting, and spreadsheet analysis. These capabilities are powered by a single BIRT-based design and deployed with Actuate s
BIRT iHub to assure continuous, yet personalized BI and information application experience that maximizes user adoption.
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BIRT iHub provides multiple options for ActuateOne solutions:

BIRT onDemand: In 2010 Actuate introduced BIRT onDemand, Actuate s PaaS for BI, analytics and reporting. BIRT onDemand supports the
current version of BIRT and comes with an intuitive user interface that delivers all the features of ActuateOne including end user configurable
dashboards, in-memory analytics, ad-hoc authoring, mobility and interactive reports. BIRT onDemand provides a unique, multi-vendor,
multi-tenant platform for BIRT-based cloud applications offering the flexibility of both end-user and instance-based subscription models.

Customer Communications Management: In November 2012, ActuateOne for Customer Communications Management (CCM) was
introduced as a solution to manage high volume customer communications for the enterprise. It delivers an integrated solution for enterprises

to design, process, store and deliver customer communications without the need to assemble disparate applications. ActuateOne for CCM, assists
organizations in aggregating customer data for campaign analysis, creating targeted customer communications, meeting regulatory archival
requirements and delivering communications to customers via their desired channels, whether through mail or digital channels such as online
and mobile devices.

Performance Analytics: ActuateOne for Performance Analytics is designed to deliver business user driven data discovery, analysis, and
performance improvement at all organizational levels on a single platform. It is available both on-premise and in the cloud, and is realized
through a collaborative self-service environment. Using ActuateOne for Performance Analytics, users can build their own or access pre-built
tactical, operational and strategic dashboards and scorecards. Alternatively, users can access visual data mining, social media and predictive
analytic capabilities to analyze, manage and improve complex business variables with minimal reliance on IT.

BIRT Analytics: The latest addition to ActuateOne, BIRT Analytics is a standalone analytics tool that dramatically simplifies data analysis,
providing analysts and business users with functionality to make better decisions in the age of Big Data. BIRT Analytics combines the ease of
use of desktop-centric data discovery tools with the power of sophisticated analytic products typically reserved for data scientists.

Strategy

Our goal is to be the leader in delivering custom BI, analytic, customer communications and information applications by increasing the richness,
interactivity and effectiveness of enterprise information for everyone, everywhere. Actuate delivers ActuateOne for both customer and
employee-facing applications deployed on premises, to mobile touch devices or in the cloud. ActuateOne boasts unmatched scalability,
high-performance, reliability and security. Its capabilities and collaborative development architecture are backed by the world s largest open
source business application developer community using BIRT, the Eclipse Foundation s only top level Business Intelligence and reporting
project. Key elements of our strategy include:

Extend Technology Leadership. Since inception, we have focused our research and development efforts on developing core technologies that
address the extreme requirements of developing and deploying enterprise class Business Intelligence, Customer Communications and
Performance Analytics information applications. Our products integrate a number of advanced technologies, including patented methods of
processing a query joining data stored in different repositories; providing page level security in a report; LDAP integration; advanced viewing
technology incorporating Java, PDF, DHTML, Unicode, XML, AJAX, Flash and Web services; patented methods of storing and accessing data
and semi-structured data; a multi-tier architecture; Web access and delivery technology; Enterprise Information Integration (EII) data access
technology; patented spreadsheet technology; patent-pending assistive technology for the visually impaired; and intuitive Performance
Management interfaces such as Briefing Books. The Company was granted one patent during 2012. We believe that we provide a leading open
standards based BI platform and we intend to extend this leadership position by continuing to devote significant resources to research and
development efforts, and by acquiring and integrating complementary technologies when and if appropriate.
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Broaden Distribution Channels. To date, our products have been sold worldwide by our direct sales force and through our software
application vendors, original equipment manufacturers (OEMs), resellers, and systems integrators. In addition, we intend to continue to leverage
and grow our existing network of OEMs, systems integrators, and resellers and expand our indirect distribution channel worldwide.

Focus on Key Application Areas. We believe our technology is uniquely focused to meet customer requirements for custom BI and
information applications for specific business functions such as financial management, customer self-service, customer statement delivery and
management, sales management, account management, workforce management and Performance Management. We intend to continue to focus
on these areas within our sales and marketing functions as well as provide more complete customer information solutions through targeted
partnering and technology development.

Expand Market Leadership Position through Strategic Relationships. To accelerate the adoption of our products, we have established
strategic relationships with leading software application vendors, systems integrators, consulting firms, specialized Performance Management
consultants and development partners. We intend to further develop our existing strategic relationships and enter into new partnerships to expand
our market presence and leadership.

International Presence. Outside North America, we have established subsidiaries in a number of countries and have reseller relationships
throughout Europe, Middle East and Asia/Pacific region. We have localized versions of our products in French, German, Spanish, and Japanese
and we also support Chinese, Korean, and right-to-left reporting. We intend to grow our international operations by expanding our indirect
distribution channels worldwide and by continuing the localization of our products in selected markets. International sales accounted for 24%,
21%, and 21% of our total revenues in 2012, 2011, and 2010, respectively.

Leverage Open Source. We are building a growing community of developers that have adopted BIRT. We offer a number of value added
commercial products and services that build on the open source BIRT project that increase the interactivity, security, scalability and reliability of
custom BI and information applications and we intend to offer additional commercial products and services including those based on Xenos
Customer Communications Management and BIRT Analytics visual data mining and predictive analytics technology in the future.

Leverage Professional Services Capabilities. 'We have established successful relationships with our customers by serving as an advisor in
developing and deploying Business Analytics and information applications. Our direct Professional Services capabilities provide services to
address areas such as application development strategy, project management, security integration and application design. In addition, we offer
similar high-quality Professional Services capabilities through third-party alliances and are currently focused on the development of
relationships with global and national systems integrators. By offering our clients a broad range of Professional Services on a global basis, we
believe that we can broaden market awareness about the advantages of our platform and of BIRT and create opportunities to sell new or
additional products to clients.

Products and Technology
ActuateOne

ActuateOne describes Actuate s flagship product suite, consisting of commercial BIRT-based products and features to efficiently develop and
deploy custom Business Analytics and customer facing information applications. These ActuateOne applications are developed using BIRT and
deployed on the BIRT iHub and include rich data visualizations, such as dashboards, analytics, interactive reports presented on web pages and
mobile devices.
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ActuateOne extends Eclipse BIRT to deliver rich, highly interactive enterprise and customer-facing information applications. Organizations that
want to visualize structured data and documents as custom Business Analytics and customer facing information applications with BIRT as its
foundation can use the product line to:

Build information-rich interactive content using BIRT: including HTMLS5-based visualizations, dashboards and dynamic statements
for any interface or device.

Leverage Actuate s industry leading performance, scale, reliability and security.

Develop BIRT applications efficiently: using a developer-centric design environment and open Application Programming Interfaces
( APIs ).
The release of ActuateOne builds on the Company s strategy to drive cost effective, efficient commercial deployment of custom Business
Analytics and customer facing information applications by:

Lowering resource costs associated with application development, maintenance and deployment by tapping into the skill sets and
shared resources of a large and growing community of Eclipse and BIRT developers.

Increasing developer agility and productivity, by promoting interoperability and standards-based development, extensibility and
integration to allow BIRT to fit seamlessly and effortlessly within today s and tomorrow s environments.

Striving to meet continuously evolving self-service requirements by encouraging user participation across the community from
developers to everyday consumers. These users can refine their own information for their personal and current need through a variety
of interactive features and engaging interfaces.

Introducing licensing models and practices that offer purchasing flexibility without compromising the value of the software.
Customers have the flexibility to license Actuate products on a per CPU Core basis for performance and scalability; on a
capacity-based work unit basis for pace-based value; on a Named User basis for installation flexibility, and on instance-based
capacity for cloud-centric flexibility. OEMs and resellers can also license the product and upon application based usage or on a
royalty basis. While many of these practices are product or situationally specific, these alternatives offer choices for customers and
projects large and small.

BIRT

In August 2004 Actuate joined a community committed to the implementation of a universal platform called the Eclipse Foundation ( Eclipse
Foundation ) as strategic developer and board member. Actuate proposed the BIRT project to the Eclipse open-source community for review at
the same time. The Eclipse Foundation approved the project in September 2004. Actuate is co-leading the development of BIRT, the industry s
first open Business Intelligence and Reporting platform, which was first made available in June 2005. A new version of BIRT has been released
in the June timeframe annually.

BIRT has a global developer base of over 2 million and has been downloaded more than 12 million times.

BIRT Designer Pro is based on the Open Source Eclipse BIRT Designer. This thick client, developer tool creates BIRT designs, metadata
definitions, cube definitions, ad-hoc templates, reusable components and reports used by professional application developers and report
developers to build dynamic, interactive custom Business Analytics and information applications. Commercial features added to the open source
include hundreds of Adobe Flash and HTMLS5-based animated graphical widgets, commercial data connectors and JDBC drivers for popular
databases, drivers to access BIRT report and Xenos-parsed documents as data sources, design perspectives for creating metadata, building cubes
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and traversing data lineage.

BIRT includes a built-in interactive viewer for content review and also connects and publishes project contents to BIRT iHub in one click. It also
publishes content to BIRT onDemand accounts.

Table of Contents 11



Edgar Filing: ACTUATE CORP - Form 10-K

Table of Conten
BIRT iHub

BIRT iHub powers, integrates and manages BIRT-based information and analytic applications in the new age of mobility and big data. This
scalable platform generates, manages and securely delivers interactive, actionable business information to employees, customers and partners.
BIRT iHub can integrate information from any data source and application, and can be phased in, adding features and resources as required.

The BIRT iHub is designed to broaden the ActuateOne infrastructure so that organizations can nimbly deploy solutions designed to:

Access and combine increasingly diverse data sources, including Big Data, cloud and social media to understand more about their
business;

Cater to increased consumption of information on touch devices, such as tablets and smartphones;

Visualize, profile, associate and mine huge sets of information to quickly and easily discover, analyze and even predict key business
outcomes to improve competitive advantage;

Allow information-centric applications to evolve with user needs, thus enabling deployment of a larger number of simple apps for
wider audiences;

Accelerate development cycles and creation of applications that deliver a faster time to value;

Take advantage of flexible virtualization to scale and contract their applications as appropriate in public/private/hybrid clouds and
via SaaS and PaaS environments;

Allows any IT staffer to efficiently deploy as developers become less specialized and their skills sets become more horizontal;

Embrace emerging data management and mobile technologies.
BIRT Analytics

BIRT Analytics is an interrogative tool designed to allow business users to uncover trends, visually mine for unknown correlations, or perform
time-series extrapolation for forecasts on both traditional and Big Data assets such as social media, Internet data, machine generated data and
traditional corporate sources. BIRT Analytics supports:

Fast results Business users go from raw data to analysis in minutes without IT intervention;

Visual Data Mining Users explore, find correlations, perform set analysis, profile data, etc. in a highly visual environment;

Predictive Analytics Analysts can predict outcomes using time-series analysis;
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Big Data sources User can integrate HadooP, social, web statistics, demographics and corporate data all at once

Very fast data acquisition turn-around times Analysts can work quickly, even with billions of records
BIRT Analytics insights feed KPIs, dashboards, reports, customer communications and mobile content, which can then be shared across the
organization via the ActuateOne platform.
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ActuateOne for Customer Communications Management

ActuateOne for CCM is designed to give customers the flexibility to integrate individual components within their existing infrastructures or to
deploy the complete solution to manage the end-to-end process of enterprise customer communications, including:

Data Acquisition and Analytics: Delivering the right messages to relevant customers is the key to successful campaigns.
ActuateOne for CCM brings Actuate s industry leading analytics to customer communications management, enabling organizations
to create market driven strategies through the analysis of customer data. Communications can be defined to insert directed
trans-promo, next best actions and targeted marketing messages tailored to each targeted customer segment.

Document Composition: Creating customer communications by taking raw data from varying data sources to create targeted and
personalized customer communications for both modern interactive and traditional print delivery. Through the use of definable
templates, ActuateOne for CCM enables organizations to more quickly create customer communications with organizational
branding, customer data and messages for different customer segments.

Document Processing and Transformation: ActuateOne for CCM is designed to manage the end to end communications

process from data acquisition to analysis, composition, archive and delivery to end consumers for print and electronic consumption.
It is designed to automate the process for communicating with storage archives by extracting data for metadata indexes and enabling
transactional data for seamless search and retrieval. With the ability to define and automate business processes, ActuateOne for CCM
is designed to give administrators the ability to control, log and audit the entire communications process.

Electronic Archiving: ActuateOne for CCM is designed to provide the storage capabilities to efficiently search and retrieval, and
enable the retention and disposition of documents to satisfy industry specific regulatory requirements. With its built-in system audit,
logging and reports, ActuateOne for CCM provides a 360° view of the system, letting administrators identify potential concerns
before they become problems and performance bottlenecks.

Multi-channel Delivery: ActuateOne for CCM is designed to enable organizations provide customer communications across
multiple delivery channels. It facilitates secure internal and external access of customer communications, enabling organizations to
efficiently deliver content to internal users and online to external end customers. ActuateOne for CCM leverages a single
composition design to enable delivery for print, web, mobile and touch devices.

Portal Technology: ActuateOne for CCM is designed to connect customer facing applications with relevant content to increase

functionality. This solution delivers communications in traditional static formats like PDFs for simple statement review, as well

as interactive formats that allows users to aggregate, manipulate and graph data directly within the customer facing application.
ActuateOne for Performance Analytics

ActuateOne® for Performance Analytics is an integrated solution is designed so that all levels in an organization can discover trends and
anomalies, analyze key business processes and drive performance improvements. ActuateOne for Performance Analytics sits on top of BIRT
iHub, and is designed based on Actuate s experience of delivering over 600 performance improvement deployments.

ActuateOne for Performance Analytics is designed to deliver an end to end solution to create tactical, operational and strategic dashboards and
scorecards from any enterprise data; allowing business users to visualize, discover, analyze, manage and improve complex business processes in
a single, collaborative environment with minimal reliance on IT. Unlike traditional performance analytics products, ActuateOne for Performance
Analytics is designed to move beyond simple data display, to deliver a comprehensive view of
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enterprise intelligence allowing users to understand the cause and effect of business events against key metrics and KPIs, as well as to
collaboratively see relationships that generate insights to improve performance.

Customers

Our customers operate in a wide variety of industries, including financial services, government, high technology, health care, manufacturing,
pharmaceuticals, telecommunications, utilities, automotive, education, entertainment, travel, retail and others.

Sales

We sell our software and services worldwide through two primary channels: (i) directly to corporate and government customers through our
direct sales force and (ii) through indirect channel partners such as original equipment manufacturers ( OEMs ), systems integrators, and resellers.

Direct Sales Organization. Our direct sales force focuses most of its sales efforts on Global 9000 companies and public sector organizations.
The direct sales process involves the generation of sales leads through Web-based marketing, direct mail, seminars and telemarketing. As part of
the direct sales effort, our field sales force typically conducts demonstrations and presentations of our products to developers and managers at
customer sites. We maintain sales offices in a number of locations throughout North America, Europe and Asia/Pacific.

OEM Sales Organization. A separate sales force addresses the OEM market. Our OEMs integrate our products for distribution with their
applications either directly or in hosted environments. The OEM s end-user customer is licensed to use our products solely in conjunction with
the OEM s application.

Systems Integrators. We have a business development group that focuses on establishing and maintaining relationships with systems
integrators. Systems integrators typically re-market our products to their customer base as part of a software application being built for a
customer. Systems integrators are offered discounts on our products and sell a full use license of the product. Our systems integrators do not
typically provide post-sales support.

Resellers. Resellers are typically given the non-exclusive right to market our software in a specific territory and are offered discounts on our
products. Resellers typically provide customers with some post-sales support and services.

Marketing

Our marketing organization is focused on generating leads, building market awareness and promoting acceptance of our Company and our
products, as well as on developing strategic marketing, technology and other relationships. We have a comprehensive marketing strategy with
several key components:

Image awareness and credibility building,

Direct marketing to both prospective and existing customers,

A strong Web and social media presence,

Comprehensive sales support materials as well as broad-scale marketing programs in conjunction with key partners.
Our corporate marketing strategy includes online advertising, search engine optimization and marketing, public relations activities, road
shows/seminars, trade shows and user group meetings. We also engage in programs to work closely with industry analysts and other influential
third parties. Our direct marketing activities
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include extensive Web-based marketing campaigns, participation in selected trade shows and conferences and targeted ongoing email efforts to
existing and prospective customers. We also offer seminars, both in-person and over the Web, to educate prospective customers about custom BI
and information applications built with our industry leading platform. Finally, we have invested in building a partner and channel marketing
function to conduct cooperative marketing programs with our partners.

Professional Services

Our Professional Services organization provides high value consulting services to customers developing and deploying BI and information
applications using our products. These services include application development strategy, project management, security integration and
application design. We also actively recruit and train third party consulting firms to provide consulting services for our products. Due to the
critical nature of customer BI and information applications built with our industry leading platform, we believe that our Professional Services
group and relationships with our consulting partners play a key role in facilitating initial license sales and enabling customers to successfully
develop and deploy Actuate-based applications. In addition, we offer, directly and through our network of certified training partners, classes and
training programs for our products.

Customer Service

We believe that providing superior customer service is critical to successfully selling and marketing our products. Our maintenance and support
contracts are typically for 12 months, and may be renewed annually. Maintenance fees are typically set at either a percentage of the total license
fees paid by a customer or a percentage of the list price of the underlying products. Maintenance and support contracts entitle the customer to
receive software patches, updates and enhancements, when and if available. Customers purchasing maintenance are able to access Actuate s local
support centers located in the United States, Canada, Singapore, and Switzerland via email and telephone during normal business hours. We
supplement our telephone support with Web-based support services, including access to cases, resolutions, online Web forums and a software
patch download area. We also offer an extended maintenance plan that gives our customers access to 24x7 support and additional support
services. To improve access to our explanatory materials, we provide online documentation with all of our products.

Research and Development

Our research and development organization is divided into groups, typically consisting of product managers, development engineers, quality
assurance engineers, technical writers and developer communications personnel. Our development process begins with requirement
specification, followed by functional and technical design, and concludes with implementation. Requirements are based on the needs of
customers and prospects, as well as competitive, technological and industry factors.

We have development centers located in San Mateo, California; Overland Park, Kansas; Shanghai, China; Barcelona, Spain and Toronto,
Canada. Research and development expenses were approximately $24.0 million, $24.3 million, and $24.8 million in fiscal years 2012, 2011, and
2010, respectively. We intend to continue to invest in research and development and related activities to maintain and enhance our product lines.
We believe that our future success will depend on our ability to create products that directly address our customers needs, are of high quality,
and leverage the latest technological innovations. These products must also support current and future releases of popular operating systems
platforms, development languages, databases, Internet standards, and enterprise software applications. We intend to maintain and improve our
current product line and to timely develop or acquire new products. Our ability to achieve future revenue growth will depend in large part on the
market acceptance of our current and future products.

10
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Our market is intensely competitive and characterized by rapidly changing technology, evolving standards and new product releases by our
competitors that are marketed to compete directly with our products. Our competition comes in five principal forms:

Competition from current or future Business Intelligence, data discovery and Big Data software vendors such as Information
Builders, Qlik Tech, Pentaho, Jaspersoft, MicroStrategy and Tableau, each of which offers reporting products;

Competition from other large software vendors such as IBM, Microsoft, Oracle and SAP, to the extent they sell BI, Analytics,
Customer Communications Management, Big Data and Performance Management capabilities as separate products or include
similar functionality with their applications or databases;

Competition from other software vendors and software development tool vendors including providers of open-source software
products that may develop scalable custom Business Analytics, Performance Management, Customer Communications Management,
Big Data and Information Applications products;

Competition from the IT departments of current or potential customers that may develop scalable custom Business Intelligence,
Analytics, Performance Management, Customer Communications Management, Big Data and information applications products
internally, which may be cheaper and more customized than the Company s products; and

Competition from BIRT. The Company expects that BIRT, which is free, may in the short term cannibalize some smaller sales of its

custom Business Intelligence and information applications products.
Most of our current and potential competitors have significantly greater financial, technical, marketing and other resources than we do. These
competitors may be able to respond more quickly to new or emerging technologies and changes in customer requirements or devote greater
resources to the development, promotion and sales of their products than we may. Also, most current and potential competitors have greater
name recognition and the ability to leverage a significant installed customer base. These companies have released and can continue to release
competing BI, Analytics, Customer Communications Management and Performance Management applications or significantly increase the
functionality of their existing reporting software products. We expect additional competition as other established and emerging companies enter
the BI and information applications market and new products and technologies are introduced.

Intellectual Property Rights

We rely primarily on a combination of copyright and trademark laws, trade secrets, confidentiality procedures and contractual provisions to
protect our proprietary technology. For example, we license our software pursuant to click-wrap or signed license agreements that impose
certain restrictions on licensees ability to utilize the software. In addition, we take precautions to avoid disclosure of our intellectual property.
These precautions include requiring those persons with access to our proprietary information to execute confidentiality agreements with us and
by restricting access to our source code. We seek to protect our software, documentation, and other written materials under trade secret patent,
copyright and trademark laws, which afford only limited protection. We also have a small number of issued and pending U.S. patents expiring at
varying times ranging from 2015 to 2030. The expiration of any such patents would not have a material effect on our business.

11
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As of December 31, 2012, we had 622 full-time employees, including 208 in sales and marketing, 180 in research and development, 120 in
services and support, and 114 in general and administrative functions. None of our employees are represented by a collective bargaining
agreement, nor have we experienced a work stoppage.

Website Access to Actuate s Reports

Our Annual Reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, and amendments to those reports filed or
furnished pursuant to section 13(a) or 15(d) of the Securities and Exchange Act of 1934, as amended, are available free of charge through our
Web site at www.actuate.com as soon as reasonably practicable after they are electronically filed with, or furnished to, the Securities and
Exchange Commission. Information contained on our Web site is not part of or incorporated into this report.

Financial Information about Segments and Geographic Areas

We have one reporting segment (see note 1 to our consolidated financial statements). Refer to our consolidated financial statements and related
footnotes for details and discussions regarding our revenues, profit, total assets and other financial information about the geographic areas in
which we are engaged in business.

12
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ITEM 1A. RISK FACTORS

Investors should carefully consider the following risk factors and warnings before making an investment decision. The risks described below are
not the only ones facing Actuate. Additional risks that we do not yet know of or that we currently think are immaterial may also impair our
business operations. If any of the following risks actually occur, our business, operating results or financial condition could be materially
harmed. In such case, the trading price of our common stock could decline and you may lose all or part of your investment. Investors should
also refer to the other information set forth in this Report on Form 10-K, including the financial statements and the notes thereto.

THE COMPANY S OPERATING RESULTS MAY BE VOLATILE AND DIFFICULT TO PREDICT. IF IT FAILS TO MEET ITS
ESTIMATES OF FUTURE OPERATING RESULTS OR IT FAILS TO MEET THE EXPECTATIONS OF PUBLIC MARKET
ANALYSTS AND INVESTORS, THE MARKET PRICE OF ITS STOCK MAY DECREASE SIGNIFICANTLY.

The susceptibility of the Company s operating results to significant fluctuations makes any prediction, including the Company s estimates of
future operating results, difficult. In addition, the Company believes that period-to-period comparisons of its operating results are not necessarily
meaningful and investors should not rely on them as indications of the Company s future performance. The Company s operating results have in
the past varied, and may in the future vary significantly due to factors such as the following:

Demand for its products;

The size and timing of significant orders for its products;

A slowdown or a decrease in spending on information technology by its current and/or prospective customers;

Competition from products that are directly competitive with its products;

Lost revenue from introduction or market acceptance of open source products that are directly competitive with its products;

The management, performance and expansion of its international operations;

Foreign currency exchange rate fluctuations;

Customers desire to consolidate their purchases of Rich Information Applications, Performance Management, Business Intelligence
or Print Stream software to one or a very small number of vendors from which a customer has already purchased software;

General domestic and international economic and political conditions, including war, terrorism, and the threat of war or terrorism;

Sales cycles and sales performance of its indirect channel partners;

Changes in the way it and its competitors price their respective products and services, including maintenance and transfer fees;
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Continued successful relationships and the establishment of new relationships with OEMs;

Changes in its level of operating expenses and its ability to control costs;

The cost, outcome or publicity surrounding any pending or threatened lawsuits;

Ability to make new products and product enhancements commercially available in a timely manner;

Ability to effectively launch new or enhanced products, including the timely education of the Company s sales, marketing and
consulting personnel with respect to such new or enhanced products;

Customers delaying purchasing decisions in anticipation of new products or product enhancements;
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Budgeting cycles of its customers;

Failure to successfully manage acquisitions and integrate acquired companies;

Defects in products and other product quality problems;

Failure to successfully meet hiring needs including for qualified professional services employees and unexpected personnel changes;

Changes in the market segments and types of customers where it focuses sales and marketing efforts;

Changes in perpetual licensing models to term-or subscription-based models with respect to which license revenue is not fully
recognizable at the time of initial sale;

Changes in service models with respect to which consulting services are performed on a fixed-fee, rather than variable fee, basis; and

Potential impairments of goodwill, intangibles and other investments.
Because the Company s software products are typically shipped shortly after orders are received, total revenues in any quarter are substantially
dependent on orders booked and shipped throughout that quarter. Furthermore, several factors may require the Company, in accordance with
accounting principles generally accepted in the United States, to defer recognition of license fee revenue for a significant period of time after
entering into a license agreement, including:

Whether the license agreement includes both software products that are then currently available and software products or other
enhancements that are still under development;

Whether the license agreement relates entirely or partly to software products that are currently not available;

Whether the license agreement requires the performance of services that may preclude revenue recognition until successful
completion of such services;

Whether the license agreement includes acceptance criteria that may preclude revenue recognition prior to customer acceptance;

Whether the license agreement includes undelivered elements (including limited terms or durations) that may preclude revenue
recognition prior to customer acceptance; and

Whether the license agreement includes extended payment terms that may delay revenue recognition until the payment becomes due.
In addition, the Company may in the future experience fluctuations in its gross and operating margins due to changes in the mix of its domestic
and international revenues, changes in the mix of its direct sales and indirect sales and changes in the mix of license revenues and service
revenues, as well as changes in the mix among the indirect channels through which its products are offered.
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A significant portion of the Company s total revenues in any given quarter is derived from existing customers. The Company s ability to achieve
future revenue growth, if any, will be substantially dependent upon its ability to increase revenues from license fees and services from existing
customers, to expand its customer base and to increase the average size of its orders. To the extent that such increases do not occur in a timely
manner, the Company s business, operating results and financial condition would be harmed.

The Company s expense levels and any plans for expansion are based in significant part on its expectations of future revenues and are relatively
fixed in the short-term. If revenues fall below expectations and the Company is unable to respond quickly by reducing its spending, the
Company s business, operating results, and financial condition could be harmed.
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The Company often implements changes to its license pricing structure for all of its products including increased prices and modified licensing
parameters. If these changes are not accepted by the Company s current customers or future customers, its business, operating results, and
financial condition could be harmed.

Based upon all of the factors described above, the Company has a limited ability to forecast the amount and mix of future revenues and expenses
and, the Company s actual operating results may from time to time fall below its estimates or the expectations of public market analysts and
investors which is likely to cause the price of the Company s common stock to decline.

OUR DEBT COVENANTS IN OUR CREDIT AGREEMENT RESTRICT OUR FINANCIAL AND OPERATIONAL FLEXIBILITY.

Our Credit Agreement contains a number of financial covenants, which, among other things, may require us to maintain specified financial
ratios and impose certain limitations on us with respect to lines of business, mergers, investments and acquisitions, additional indebtedness,
distributions, guarantees, liens and encumbrances. Our ability to meet the financial ratios can be affected by operating performance or other
events beyond our control, and we cannot assure you that we will meet those ratios and failure to do so may cause an event of default under the
Credit Agreement. Our indebtedness under the Credit Agreement is secured by a lien on substantially all of our assets and of our subsidiaries, by
a pledge of our subsidiaries stock and by a guarantee of our subsidiaries. If the amounts outstanding under the Credit Agreement were
accelerated due to an event of default, the lenders could proceed against such available collateral by forcing the sales of these assets.

THE COMPANY HAS MADE, AND MAY IN THE FUTURE MAKE, ACQUISITIONS, WHICH INVOLVE NUMEROUS RISKS.

The Company s business is highly competitive, and as such, its growth is dependent upon its ability to expand its market, enhance its existing
products, introduce new products on a timely basis and expand its distribution channels and professional services organizations. In order to
achieve these objectives, the Company had pursued and will continue to pursue acquisitions of other companies.

Generally, acquisitions including that of Quiterian S. L. involve numerous risks, including the following:

The benefits of the acquisition not materializing as planned or not materializing within the time periods or to the extent anticipated;

The Company s ability to manage acquired entities people and processes that are headquartered in separate geographical locations
from the Company s headquarters;

The possibility that the Company will pay more than the value it derives from the acquisition;

Difficulties in integration of the operations, technologies, and products of the acquired companies;

The assumption of certain known and unknown liabilities of the acquired companies;

Difficulties in retaining key relationships with customers, partners and suppliers of the acquired company, the loss of recurring
revenue from multiple subsidiaries of one large multi-national organization or the ability to sell and support certain third party
software.

The risk of diverting management s attention from normal daily operations of the business;

The Company s ability to issue new releases of the acquired company s products on existing or other platforms;

Table of Contents 24



Edgar Filing: ACTUATE CORP - Form 10-K

Negative impact to the Company s financial condition and results of operations and the potential write down of impaired goodwill
and intangible assets resulting from the consolidation of financial statements;
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Risks of entering markets in which the Company has no or limited direct prior experience; and

The potential loss of key employees of the acquired company.
Mergers and acquisitions of high-technology companies are inherently risky, and the Company cannot be certain that any acquisition will be
successful and will not materially harm the Company s business, operating results or financial condition.

INTELLECTUAL PROPERTY CLAIMS AGAINST THE COMPANY CAN BE COSTLY AND COULD RESULT IN THE LOSS OF
SIGNIFICANT RIGHTS.

Third parties may claim that the Company s current or future products infringe their intellectual property rights. The Company has been subject
to infringement claims in the past and it expects that companies in the Business Intelligence, Analytics, Big Data, Performance Management and
Customer Communications Management software market will increasingly be subject to infringement claims as the number of products and/or
competitors in its industry segment grows and the functionality of products in different industry segments overlaps. Any such claims, with or
without merit, could be time-consuming to defend, result in significant litigation and other expenses, divert management s attention and
resources, cause product shipment delays or require the Company to enter into royalty or licensing agreements. Such royalty or licensing
agreements, if required, may not be available on terms acceptable to the Company or at all. A successful claim of product infringement against
the Company and its failure or inability to license the infringed or similar technology could materially harm the Company s business, operating
results and financial condition.

COMPUTER HACKERS MAY DAMAGE OUR SYSTEMS, SERVICES AND PRODUCTS, AND BREACHES OF DATA
PROTECTION COULD IMPACT OUR BUSINESS.

Computer programmers and hackers may be able to penetrate our network security and misappropriate our confidential information or that of
third parties, create system disruptions or cause interruptions or shutdowns of our internal systems and services. If successful, any of these
events could damage our computer systems or those of our customers and could disrupt or prevent us from providing timely maintenance and
support for our software platform. Computer programmers and hackers also may be able to develop and deploy viruses, worms and other
malicious software programs that attack our products or otherwise exploit any security vulnerabilities of our products. The costs to us to
eliminate or alleviate security problems, bugs, viruses, worms, malicious software programs and security vulnerabilities could be significant, and
the efforts to address these problems could result in interruptions, delays, cessation of service and loss of existing or potential customers and
may impede our sales, manufacturing, distribution and other critical functions.

In the course of our regular business operations and providing maintenance and support services to our customers, we process and transmit
proprietary information and sensitive or confidential data, including personal information of employees, customers and others. Breaches in
security could expose us, our customers or the individuals affected to a risk of loss or misuse of this information, which could result in potential
regulatory actions, litigation and potential liability for us, as well as the loss of existing or potential customers and damage to our brand and
reputation.

THE COMPANY MAY NOT BE ABLE TO PROTECT ITS SOURCE CODE FROM COPYING.

Source code, the detailed program commands for our operating systems and other software programs, is critical to our business. Although we
take significant measures to protect the secrecy of large portions of our source code, unauthorized disclosure or reverse engineering of a
significant portion of our source code could make it easier for third parties to compete with our products by copying functionality, which could
adversely affect our revenue and operating margins.
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IF THE COMPANY FAILS TO GROW REVENUE FROM INTERNATIONAL OPERATIONS AND EXPAND ITS INTERNATIONAL
OPERATIONS ITS BUSINESS WOULD BE SERIOUSLY HARMED.

The Company s total revenues derived from sales outside North America were 24%, 21% and 21% for fiscal years 2012, 2011 and 2010,
respectively. Its ability to achieve revenue growth in the future will depend in large part on its success in increasing revenues from international
sales. The Company intends to continue to invest significant resources to expand its sales and support operations outside North America and to
potentially enter additional international markets. In order to expand international sales, the Company must establish additional foreign
operations, expand its international channel management and support organizations, hire additional personnel, recruit additional international
resellers and increase the productivity of existing international res