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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C.

FORM 10-K/A
Amendment No. 1 to Form 10-K

x ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934

For the fiscal year ended April 30, 2004

OR

¨ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the transition period from              to              

Commission file number 000-27071

AGILE SOFTWARE CORPORATION
(Exact name of registrant as specified in its charter)
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Delaware 77-0397905
(State or other jurisdiction of

incorporation or organization)

(I.R.S. Employer

Identification No.)

6373 San Ignacio Avenue, San Jose, California 95119-1200

(Address of principal executive office)

(408) 284-4000

(Registrant�s telephone number, including area code)

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

None

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

Common Stock, $0.001 par value

(Title of class)

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 if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be
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 an accelerated filer (as defined in Rule 12b-2 of the Securities Exchange Act of
1934).    Yes  x    No  ¨
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The aggregate market value of Agile Software Corporation Common stock, $0.001 par value, held by non-affiliates as of October 31, 2003 was
$393,005,768 based upon the last sales price reported for such date on the NASDAQ National Market on October 31, 2003. For purposes of this
disclosure, shares of Common Stock held by persons who held more than 5% of the outstanding shares of Common Stock and shares held by
officers and directors of the registrant, have been excluded in that such persons may be deemed to be affiliates. Share ownership information of
certain persons known by the Registrant to own greater than 5% of the outstanding Common Stock for purposes of the preceding calculation is
based solely on information on Schedule 13F or 13G filed with the Securities and Exchange Commission and is as of October 31, 2003. The
determination of affiliate status is not necessarily a conclusive determination for other purposes.

The number of shares of Common Stock of Agile Software Corporation issued and outstanding as of June 30, 2004 was 52,501,741.
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Amendment No. 1 to Form 10-K/A

Explanatory Note

As a result of changes in industry practice related to auction rate securities and in order to comply with the requirements of applicable
accounting literature, during the third quarter of fiscal 2005 we reclassified our investment in auction rate securities from cash and cash
equivalents to short-term investments. This reclassification is discussed below in Note 1�The Company and Summary of Significant Accounting
Policies: Reclassifications, to the notes to the consolidated financial statements. As a result of this reclassification, cash and cash equivalents was
reduced, and short term investments was increased, by $67.7 million at April 30, 2004 and by $97.0 million at April 30, 2003, and corresponding
changes were made in our consolidated statements of cash flows.

The consolidated financial statements included in this Form 10-K/A have been amended to reflect this reclassification for each period presented
as applicable. This reclassification did not have an impact on our loss from operations or net loss for any period presented.

ITEM 7. MANAGEMENT�S DISCUSSION & ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Liquidity and Capital Resources

Overview

Our principal source of liquidity consists of cash, cash equivalents and investments, as follows (in thousands):

As of April 30,

2004 2003

Cash and cash equivalents $ 45,337 $ 57,852
Short-term and long-term investments 192,884 199,115

$ 238,221 $ 256,967

Our cash, cash equivalents, and investments are placed with high credit quality financial institutions, commercial companies and government
agencies in order to limit the amount of credit exposure. Our liquidity could be negatively impacted by a decrease in demand for our products,
which are subject to rapid technological changes, or a reduction of capital expenditures by our customers as a result of a downturn in the global
economy, among other factors. As of April 30, 2004, our working capital was $149.8 million and our days sales outstanding (�DSO�) was 67 days.
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Cash Flows

In summary, our cash flows were as follows (in thousands):

Fiscal Year Ended April 30,

2004 2003 2002

Net cash used in operating activities $ (16,572) $ (23,218) $ (14,185)
Net cash used in investing activities (4,017) (45,417) (9,288)
Net cash provided by financing activities 9,239 3,113 6,930

Cash used in operating activities during fiscal 2004 was primarily due to our net loss for the period of $24.1 million, adjusted for non-cash items
of $16.4 million, and a net decrease of approximately $8.9 million in working capital. Non-cash items include acquired IPR&D, provision for
doubtful accounts, depreciation and amortization, stock compensation, loss on foreign currency translation, and the non-cash portion of
restructuring and other charges. The net decrease in working capital primarily consisted of increases in accounts receivable (as a result of
increased revenues) and payments of accounts payable, accrued expenses and other liabilities (primarily related to assumed liabilities related to
the acquisitions, accrued restructuring costs and bonuses). Cash used in operating activities during fiscal 2003 was primarily due to our net loss
for the period of $ 36.1 million, adjusted for non-cash items of $17.6 million, and a net decrease of approximately $4.7 million in working
capital. Non-cash items include acquired IPR&D, provision for doubtful accounts, depreciation and amortization, stock compensation,
impairment of investments and the non-cash portion of restructuring and other charges. The net decrease in working capital primarily consisted
of increases in accounts receivable and decreases in accounts payable, offset by increases in deferred revenue (as a result of increased
maintenance renewals).

Cash used in investing activities during fiscal 2004 resulted from $6.8 million of purchases of property and equipment, primarily related to the
build-out of our new corporate headquarters in San Jose, California, and $3.1 million of net cash paid in business combinations, offset by $5.8
million of net maturities of short-term and long-term investments. Cash used in investing activities during fiscal 2003 resulted from $36.9
million of net purchases of short-term investments, $4.2 million of purchases of property and equipment, primarily for computer hardware and
software and furniture and fixtures, and $4.3 million of net cash paid in business combinations.

Cash provided by financing activities in fiscal 2004 and 2003 were primarily due to the issuance of Common Stock associated with the exercise
of stock options and our employee stock purchase plan totaling $9.9 million and $3.1 million, respectively. During fiscal 2004, cash provided
from financing activities was offset slightly by the settlement of certain capital lease obligations acquired totaling $718,000.

We anticipate that our operating expenses, particularly in sales and marketing and research and development will constitute a material use of our
cash resources over the next quarter, partially offset by anticipated collections of accounts receivable. In addition, we may utilize cash resources
to fund acquisitions of investments in complementary businesses, technologies or product lines. We believe that our existing cash, cash
equivalents and investments, together with our anticipated cash flows from operations will be sufficient to meet our working capital and
operating resource expenditure requirements for at least the next twelve months.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
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Foreign Currency Risk

We develop products in the United States, India, and China, and market our products in North America, Europe, and the Asia-Pacific region. As
a result, our financial results could be affected by factors such as changes in foreign currency exchange rates or economic conditions in foreign
markets, and there is no assurance that exchange rate fluctuations will not harm our business in the future. In second half of fiscal 2004, we
started to sell our products through some our foreign subsidiaries in their functional currencies, which provides some natural hedging because
most of the subsidiaries� operating expenses are denominated in their functional currencies. Regardless of this natural hedging, our results of
operations may be adversely impacted by the exchange rate fluctuation. Although we will continue to monitor our exposure to currency
fluctuations, and, where appropriate, may use financial hedging techniques in the future to minimize the effect of these fluctuations, we are not
currently engaged in any financial hedging transactions.

Interest Rate Risk

Our interest income is sensitive to changes in the general level of U.S. interest rates, particularly since all of our investments are in instruments
with maturities of less than two years. The primary objective of our investment activities is to preserve principal while at the same time
maximize the income we receive from our investments without significantly increasing risk. Some of the securities that we have invested in may
be subject to market risk. This means that a change in prevailing interest rates may cause the principal amount of the investment to fluctuate. For
example, if we hold a security that was issued with a fixed interest rate at the then-prevailing rate and the prevailing interest rate later rises, the
principal amount of our investment will probably decline. To minimize this risk, we maintain our entire portfolio of cash in money market funds
and investments classified as �available-for-sale.� In general, money market funds and investments with maturities of less than two years are not
subject to significant market risk because the interest paid on such funds fluctuates with the prevailing interest rate. Because our mortgage
arrangement is based on variable rates of interest, our interest expense is sensitive to changes in the general level of interest rates environment.
Since these obligations represent a small percentage of our total capitalization, we believe that there is not a material risk exposure.

The table below represents principal (or notional) amounts and related weighted-average interest rates by year of maturity of our investment
portfolio (in thousands, except interest rates).

Maturing
within

12 months

Maturing
between

1 and 2 years Thereafter Total

Cash equivalents $ 2,950 $ �  $ �  $ 2,950
Weighted average interest rate 2.00% �% �% 2.00%
Investments $ 124,495 $ 68,389 $ �  $ 192,884
Weighted average interest rate 1.20% 2.00% �% 1.48%

Total investment securities $ 127,445 $ 68,389 $ �  $ 195,834
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Report of Independent Registered Public Accounting Firm

To the Board of Directors and Stockholders Of Agile

Software Corporation:

In our opinion, the consolidated financial statements listed in the accompanying index present fairly, in all material respects, the financial
position of Agile Software Corporation and its subsidiaries at April 30, 2004 and 2003, and the results of their operations and their cash flows
for each of the three years in the period ended April 30, 2004 in conformity with accounting principles generally accepted in the United States of
America. In addition, in our opinion, the financial statement schedules listed in the accompanying index present fairly, in all material respects,
the information set forth therein when read in conjunction with the related consolidated financial statements. These financial statements and
financial statement schedules are the responsibility of the Company�s management. Our responsibility is to express an opinion on these financial
statements and financial statement schedules based on our audits. We conducted our audits of these statements in accordance with the standards
of the Public Company Accounting Oversight Board (United States). Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates
made by management, and evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our
opinion.

As discussed in Note 1 to the consolidated financial statements, effective May 1, 2002, the Company changed its method of accounting for
goodwill in accordance with Statement of Financial Accounting Standards No. 142, �Goodwill and Other Intangible Assets.�

/S/ PRICEWATERHOUSECOOPERS LLP

July 9, 2004, except for paragraphs appearing under
�Reclassifications� in Note 1, as to which the date is June
16, 2005

San Jose, California

3
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AGILE SOFTWARE CORPORATION

CONSOLIDATED BALANCE SHEETS

(In thousands, except per share amounts)

April 30,

2004 2003

ASSETS
Current assets:
Cash and cash equivalents $ 45,337 $ 57,852
Short-term investments 124,495 199,115
Accounts receivable, net of allowance for doubtful accounts of $1,512 and $1,158, respectively 19,998 12,061
Other current assets 5,356 6,295

Total current assets 195,186 275,323
Long-term investments 68,389 �  
Property and equipment, net 8,696 7,389
Goodwill 34,724 5,150
Intangible assets, net 5,456 1,080
Other assets 2,186 2,008

Total assets $ 314,637 $ 290,950

LIABILITIES AND STOCKHOLDERS� EQUITY
Current liabilities:
Accounts payable $ 4,773 $ 3,230
Accrued expenses and other current liabilities 20,508 13,632
Deferred revenue 20,104 15,280

Total current liabilities 45,385 32,142
Accrued restructuring, non-current 2,376 2,562
Other non-current liabilities 5,382 �

Total liabilities 53,143 34,704

Commitments and contingencies (Note 12)

Stockholders� equity:
Preferred Stock, $.001 par value; 10,000 shares authorized; no shares issued or outstanding �  �  
Common Stock. $0.001 par value; 200,000 shares authorized, 52,413 and 49,148 shares issued and outstanding as
of April 30, 2004 and 2003, respectively 52 49
Additional paid-in capital 544,927 516,056
Notes receivable from stockholders (83) (186)
Unearned stock compensation (1,139) (2,030)
Accumulated other comprehensive income (loss) (432) 93
Accumulated deficit (281,831) (257,736)

Total stockholders� equity 261,494 256,246
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Total liabilities and stockholders� equity $ 314,637 $ 290,950

The accompanying notes are an integral part of these consolidated financial statements.
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AGILE SOFTWARE CORPORATION

CONSOLIDATED STATEMENTS OF OPERATIONS

(In thousands, except per share amounts)

Fiscal Year Ended April 30,

2004 2003 2002

Revenues:
License $ 36,293 $ 30,699 $ 45,141
Service 60,012 39,810 32,630

Total revenues 96,305 70,509 77,771

Cost of revenues:
License 3,694 2,790 3,107
Service 28,993 18,151 13,921
Stock compensation (recovery) 240 37 (47)
Acquisition-related compensation 595 �  �  
Amortization of intangible assets 709 �  �  

Total cost of revenues 34,231 20,978 16,981

Gross margin 62,074 49,531 60,790

Operating expenses:
Sales and marketing:
Other sales and marketing 38,302 41,840 56,318
Stock compensation 3,158 2,227 220
Research and development:
Other research and development 23,147 26,357 33,491
Stock compensation (recovery) 206 232 (189)
General and administrative:
Other general and administrative 8,954 6,927 7,386
Stock compensation 678 136 298
Acquisition-related compensation 1,091 �  �  
Amortization of intangible assets 2,092 �  756
Acquired in-process research and development 500 400 �
Merger-related benefit �  �  (835)
Restructuring and other charges 9,201 7,836 6,257

Total operating expenses 87,329 85,955 103,702

Loss from operations (25,255) (36,424) (42,912)

Other income (expense):
Interest and other income, net 3,093 4,900 10,158
Loss from foreign currency translation (639) �  �  
Impairment of investments �  (3,673) (1,446)
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Loss before provision for income taxes (22,801) (35,197) (34,200)
Provision for income taxes 1,294 934 343

Net loss $ (24,095) $ (36,131) $ (34,543)

Net loss per share:

Basic and diluted $ (0.48) $ (0.75) $ (0.73)

Weighted average shares 50,191 48,495 47,451

The accompanying notes are an integral part of these consolidated financial statements.
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AGILE SOFTWARE CORPORATION

CONSOLIDATED STATEMENTS OF STOCKHOLDERS� EQUITY

(In thousands)

Common Stock

Additional
Paid-in
Capital

Notes
Receivable

From
Stockholders

Unearned
Stock

Compensation

Accumulated
Other

Comprehensive
Income
(Loss)

Accumulated
Deficit Total

Comprehensive
LossShares Amount

Balance at April 30,
2001 47,508 $ 48 $ 510,433 $ (628) $ (9,368) $ 217 $ (187,062) $ 313,640 $ (124,589)
Repurchases of
unvested Common
Stock (239) �  (367) 33 �  �  �  (334)
Issuance of Common
Stock on exercise of
options 865 �  4,305 �  �  �  �  4,305
Issuance of Common
Stock under Employee
Stock Purchase Plan 307 �  2,613 �  �  �  �  2,613
Unrealized loss on
investments �  �  �  �  �  (125) �  (125) (125)
Repayment of notes
receivable from
stockholders �  �  �  346 �  �  �  346
Unearned stock
compensation �  �  (5,082) �  5,082 �  �  �  
Amortization of
unearned stock
compensation �  �  �  �  282 �  �  282
Restructuring and other
charges �  �  447 �  �  �  �  447
Net loss �  �  �  �  �  �  (34,543) (34,543) (34,543)

Balance at April 30,
2002 48,441 48 512,349 (249) (4,004) 92 (221,605) 286,631 $ (34,668)

Repurchases of
unvested Common
Stock (36) �  (58) 24 �  �  �  (34)
Issuance of Common
Stock on exercise of
options 276 �  1,223 �  �  �  �  1,223
Issuance of Common
Stock under Employee
Stock Purchase Plan 333 1 1,884 �  �  �  �  1,885
Issuance of Restricted
Stock 134 �  �  �  �  �  �  �  
Unrealized gain on
investments �  �  �  �  �  1 �  1 1
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Repayment of notes
receivable from
stockholders �  �  �  39 �  �  �  39
Unearned stock
compensation �  �  658 �  (658) �  �  �  
Amortization of
unearned stock
compensation �  �  �  �  2,632 �  �  2,632
Net loss �  �  �  �  �  �  (36,131) (36,131) (36,131)

Balance at April 30,
2003 49,148 49 516,056 (186) (2,030) 93 (257,736) 256,246 $ (36,130)

Repurchases of
unvested Common
Stock (8) �  (5) �  �  �  �  (5)
Issuance of Common
Stock on exercise of
options 1,215 1 8,087 �  �  �  �  8,088
Issuance of Common
Stock under Employee
Stock Purchase Plan 263 �  1,766 �  �  �  �  1,766
Unrealized loss on
investments �  �  �  �  �  (391) �  (391) (391)
Foreign currency
translation adjustment �  �  �  �  �  (134) �  (134) (134)
Repayment of notes
receivable from
stockholders �  �  �  103 �  �  �  103
Unearned stock
compensation �  �  3,391 �  (3,391) �  �  �  
Amortization of
unearned stock
compensation �  �  �  �  4,282 �  �  4,282
Issuance of Common
Stock in acquisition 1,795 2 15,632 �  �  �  �  15,634
Net loss �  �  �  �  �  �  (24,095) (24,095) (24,095)

Balance at April 30,
2004 52,413 $ 52 $ 544,927 $ (83) $ (1,139) $ (432) $ (281,831) $ 261,494 $ (24,620)

The accompanying notes are an integral part of these consolidated financial statements.
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AGILE SOFTWARE CORPORATION

CONSOLIDATED STATEMENTS OF CASH FLOWS

(In thousands)

Fiscal Year Ended April 30,

2004 2003 2002

Cash flows from operating activities:
Net loss $ (24,095) $ (36,131) $ (34,543)
Adjustments to reconcile net loss to net cash used in operating activities:
Acquired in-process research and development 500 400 �  
Provision for doubtful accounts 550 200 399
Depreciation and amortization 8,401 7,546 10,212
Stock compensation 4,282 2,632 282
Loss from foreign currency translation 639 �  �  
Impairment of investments �  3,673 1,446
Non-cash portion of restructuring and other charges 2,043 3,179 3,546
Changes in operating assets and liabilities, net of acquisitions:
Accounts receivable (5,800) (5,718) 15,689
Other assets, current and non-current 1,963 (401) (2,117)
Accounts payable (4,273) (2,207) (5,859)
Accrued expenses and other liabilities, current and non-current (1,062) 1,529 2,102
Deferred revenue 280 2,080 (5,342)

Net cash used in operating activities (16,572) (23,218) (14,185)

Cash flows from investing activities:
Purchases of investments (290,136) 250,949 (310,471)
Proceeds from maturities of investments 295,976 214,010 308,779
Cash paid in business combinations, net of cash acquired (3,106) (4,314) �  
Acquisition of property and equipment (6,751) (4,164) (7,596)

Net cash used in investing activities (4,017) (45,417) (9,288)

Cash flows from financing activities:
Payment of acquired capital lease obligations (718) �  �  
Proceeds from issuance of Common Stock, net of repurchases 9,854 3,074 6,584
Repayment of notes receivable from stockholders 103 39 346

Net cash provided by financing activities 9,239 3,113 6,930

Effect of exchange rate changes on cash (1,165) �  �  

Net increase (decrease) in cash and cash equivalents (12,515) (65,522) (16,543)
Cash and cash equivalents at beginning of period 57,852 123,374 139,917

Cash and cash equivalents at end of period $ 45,337 $ 57,852 $ 123,374
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Supplementary disclosure of cash flows information
Cash paid during the period for taxes $ 1,209 $ 945 $ 382

Non-cash investing activities:
Common Stock issued in business combination $ 15,634 $ �  $ �  

The accompanying notes are an integral part of these consolidated financial statements.
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AGILE SOFTWARE CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1�THE COMPANY AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

The Company

Agile Software Corporation (�Agile�) was incorporated in California on March 13, 1995 and is headquartered in San Jose, California. We
reincorporated in Delaware in June 1999. We develop and sell a broad suite of product lifecycle management integrated software applications
that enable customers to collaborate over the Internet with their supply and design chain partners to manage the product record in a product
supply chain, and the business processes that contribute to and utilize the product record. These product lifecycle management solutions speed
the �build� and �buy� process across the virtual manufacturing network, and manage product content and critical communication, collaboration and
commerce transactions among original equipment manufacturers, electronic manufacturing services providers, customers and suppliers.

Principles of consolidation and basis of presentation

The accompanying consolidated financial statements include the accounts of Agile and its wholly owned subsidiaries. All significant
intercompany balances and transactions have been eliminated in consolidation.

Reclassifications

Certain reclassifications have been made to the prior year consolidated statements of cash flows to conform to the current year presentation.
These reclassifications have no impact on previously reported net loss or net cash activities.

In addition, Agile has reclassified its auction rate securities previously classified as cash equivalents, as short-term investments in the
accompanying Consolidated Balance Sheets. The Company had historically classified these instruments as cash equivalents if the period
between interest rate resets was 90 days or less, which was based on our ability to either liquidate our holdings or roll our investment over to the
next reset period. As a result of this reclassification, cash and cash equivalents was reduced, and short term investments was increased, by $67.7
million at April 30, 2004 and by $97.0 million at April 30, 2003, and corresponding changes were made in our consolidated statements of cash
flows. This reclassification has no impact on our net loss or net loss per share for any period presented.

These securities are classified as �available-for-sale� pursuant to Statement of Accounting Standards No. 115. Furthermore, we classified these
securities as short-term because (i) we acquired and held these securities with the intent to liquidate them as the need for working capital arose in
the ordinary course of business; (ii) we are able to either liquidate our holdings or roll our investment over to the next reset period at each
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interest rate reset interval, usually every 7, 28 or 25 days. In addition, as a result of the ability to sell the securities as part of the auction process
at short, predetermined intervals, they are priced and traded in the financial markets as short term instruments.

Use of estimates

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

Cash, cash equivalents and marketable securities

We consider all highly liquid investment securities with remaining maturities of three months or less at the date of purchase to be cash
equivalents. Investments in auction rate securities with a stated maturity date of more than three months are determined to be short-term
investments rather than cash equivalents. We determine the appropriate classification of our investments in marketable securities at the time of
purchase, and re-evaluate this designation at each balance sheet date. We classify all securities, including auction rate securities held as
short-term investments, as �available-for-sale� and carry them at fair value with unrealized gains or losses related to these securities included as a
component of stockholders� equity in the consolidated balance sheet. Our investment objectives include the safety and preservation of invested
funds and liquidity of investments that is sufficient to meet cash flow requirements. Cash, cash equivalents, short-term and long-term
investments in debt and equity securities are placed with high credit quality financial institutions, commercial companies and government
agencies in order to limit the amount of credit exposure. Realized gains and losses are determined using the specific identification method.

8
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AGILE SOFTWARE CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS �(Continued)

Concentrations of credit risk

Our cash, cash equivalents, marketable securities and accounts receivable are potentially subject to concentration of credit risk. Cash, cash
equivalents and marketable securities are deposited with financial institutions that we believe are of high credit quality. Our accounts receivables
are derived from revenue earned from customers located primarily in the United States of America, Europe and the Asia-Pacific region. We
perform ongoing credit evaluations of our customers and to date have not experienced any material losses.

For fiscal 2004, 2003 and 2002, no customers accounted for more than 10% of total revenues. At April 30, 2004, no customers accounted for
more than 10% of net accounts receivable. At April 30, 2003, one customer represented approximately 22% of net accounts receivable.

We perform ongoing credit evaluation of our customers and adjust credit limits based upon payment history and the customer�s current
creditworthiness, as determined by our review of the customers� current credit information. We continuously monitor collections and payments
from our customers and maintain a provision for estimated credit losses based on a percentage of our accounts receivable, our historical
experience and any specific customer collection issues that we identified. While such credit losses have historically been within our expectations
and appropriate reserves have been established, we cannot guarantee that we will continue to experience the same credit loss rates that we have
experienced in the past.

We sell our products to end-users and through resellers. We continuously monitor our customer account balances and actively pursue collections
on past due balances. We maintain an allowance for doubtful accounts that is based upon historical collections performance, and also include a
component for certain known customer collections. If actual bad debts differ from the reserves calculated based on historical trends and known
customer issues, we record an adjustment to bad debt expense in the period in which the difference occurs.

Fair value of financial instruments

Our financial instruments, including cash, cash equivalents, marketable securities, accounts receivable, accounts payable, and notes payable are
carried at cost, which approximates their fair value because of the short-term maturity of these instruments.

Prepaid software license fees

Prepaid software license fees are paid to third party software developers under development arrangements for technology integrated into or sold
with our products. We amortize the prepaid license fees to cost of revenues based either upon the actual number of units of the related product
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that we ship or net revenue earned on the related product, over the period of the agreement with the third party developer or the expected life of
the software product, depending upon the terms of the respective development contract. We evaluate the future realization of such costs
quarterly and charge to operations any amounts that we deem unlikely to be fully realized through future sales of the related software product, or
changes in our planned use of the technology. Such costs are classified as current and noncurrent assets based upon estimated product release
date.

Property and equipment

Property and equipment are recorded at cost less accumulated depreciation and amortization. The building is depreciated on a straight-line basis
over ten years. Computer equipment and software are depreciated on a straight-line basis over eighteen to thirty-six months. Furniture and
fixtures are depreciated on a straight-line basis over five years. Leasehold improvements are amortized over the shorter of the lease term or the
useful life of the improvements. Repairs and maintenance costs are expensed as incurred.

Advertising expense

We expense the costs of producing advertisements at the time production occurs, and expense the cost of communicating advertising in the
period during which the advertising space or airtime is used. Advertising is included in sales and marketing expense and totaled $274,000,
$345,000 and $288,000, for fiscal 2004, 2003 and 2002, respectively.
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Software development costs

Development costs for software to be sold or otherwise marketed are included in research and development and are expensed as incurred. After
technological feasibility is established, material software development costs are capitalized. The capitalized cost is then amortized on a
straight-line basis over the estimated product life, or in the ratio of current revenues to total projected product revenues, whichever is greater. To
date, the period between achieving technological feasibility, which we have defined as the establishment of a working model, which typically
occurs when the beta testing commences, and the general availability of such software has been short and software development costs qualifying
for capitalization have been insignificant. Accordingly, we have not capitalized any software development costs.

Goodwill and intangible assets

On May 1, 2002, we adopted Statement of Financial Accounting Standards, or SFAS, No. 142, �Goodwill and Other Intangible Assets,� which
establishes new accounting and reporting requirements for goodwill and other intangible assets. Under SFAS No. 142, goodwill is no longer
subject to amortization. Rather, we evaluate goodwill for impairment at least annually or more frequently if events and changes in circumstances
suggest that the carrying amount may not be recoverable. Impairment of goodwill is tested at the reporting unit level by comparing the reporting
unit�s carrying value, including goodwill, to the fair value of the reporting unit. The fair values of the reporting units are estimated using a
combination of the income, or discounted cash flows, approach and the market approach, which utilizes comparable companies� data. If the
carrying amount of the reporting unit exceeds its fair value, goodwill is considered impaired and we then compare the �implied fair value� of the
goodwill to its carrying amount to determine the impairment loss, if any. Annual goodwill impairment testing will be performed, at a minimum,
during the fourth quarter of each fiscal year.

Other intangible assets mainly represent existing technology, customer relationships, order backlog and non-compete agreements acquired in
business combinations.

We evaluate long-lived assets for impairment whenever events or changes in circumstances indicate that the carrying amount of an asset may not
be recoverable in accordance with SFAS No. 144, �Accounting for the Impairment of Disposal of Long-Lived Assets.� Factors we consider
important which could trigger an impairment review include, but are not limited to, significant underperformance relative to expected or
projected future operating results, significant changes in the manner of use of the acquired assets or the strategy for our overall business,
significant negative industry or economic trends, a significant decline in our stock price for a sustained period, or a significant decline in our
market capitalization relative to net book value. An asset is considered impaired if its carrying amount exceeds the future net cash flow the asset
is expected to generate. If such asset is considered to be impaired, the impairment to be recognized is measured by the amount by which the
carrying amount of the asset exceeds its fair market value. We assess the recoverability of our long-lived and intangible assets by determining
whether the unamortized balances can be recovered through undiscounted future net cash flows of the related assets. The amount of impairment,
if any, is measured based on projected discounted future net cash flows using a discount rate reflecting our average cost of capital.

Revenue recognition
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We recognize revenue in accordance with Statement of Position (�SOP�) 97-2, �Software Revenue Recognition,� as amended by SOP 98-9 �Software
Revenue Recognition with Respect to Certain Agreements.� We recognize license revenues when all of the following criteria are met: persuasive
evidence of an arrangement exists, the fee is fixed or determinable, collection of the related receivable is reasonably assured, delivery of the
product has occurred and the customer has accepted the product (including the expiration of an acceptance period) if the terms of the contract
include an acceptance requirement. In the event that we grant a customer the right to specified upgrades and vendor-specific objective evidence
of fair value exists for such upgrades, we defer license revenue in an amount equal to this fair value until we have delivered the specified
upgrade. If vendor-specific objective evidence of fair value does not exist, then we defer recognition of the entire license fee until we deliver the
specified upgrade. If professional services are essential to the functionality of the other elements of the arrangement, we defer recognition of
revenue until we have satisfied our professional services obligations. To date, professional services have not been essential to the functionality of
the other elements, and thus have been accounted for separately.

We consider a non-cancelable agreement signed by the customer and us to be evidence of an arrangement. Delivery is considered to occur when
media containing the licensed programs is provided to a common carrier, or the customer is given electronic access to the licensed software. Our
typical end user license agreements do not contain acceptance clauses. We consider the fee to be fixed or determinable if the fee is not subject to
refund or adjustment. If the fee is not fixed or determinable, we recognize revenue as the amounts become due and payable. Reasonable
assurance of collection is based upon our assessment of the customer�s financial condition through review of their current financial statements or
credit reports. For follow-on sales to existing customers, prior payment history is also used to evaluate probability of collection. If we determine
that collection is not reasonably assured, we defer the revenue and recognize the revenue upon cash collection.

10
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When our software licenses contain multiple elements, we allocate revenue to each element based on the relative fair values of the elements.
Multiple element arrangements generally include post-contract support (PCS or support), software products, and in some cases, other
professional service. Revenue from multiple-element arrangements is allocated to undelivered elements of the arrangement, such as PCS, based
on the relative fair values of the elements specific to us. Our determination of fair value of each element in multi-element arrangements is based
on vendor-specific objective evidence, which is generally determined by sales of the individual element to third parties or by reference to a
renewal rate specified in the related arrangement.

Where vendor-specific objective evidence of fair-value exists for all undelivered elements, but evidence does not exist for one or more delivered
elements, we account for the delivered elements in accordance with the Residual Method prescribed by SOP 98-9. Under the residual method,
the fair value of the undelivered elements is deferred and the remaining portion of the arrangement fee is recognized as revenue. In most cases,
the bundled multiple elements include PCS and the software product. In such cases, when vendor-specific objective evidence of fair value exists
for all of the undelivered elements (most commonly PCS), the residual or remaining amount is recognized as revenue and the PCS is recognized
ratably over the PCS term, which is typically 12 months.

Revenues from professional services consist of training and implementation services. Training revenues are recognized as the services are
performed. Professional services are not considered essential to the functionality of the other elements of the arrangement and are accounted for
as a separate element. Professional services are recognized as the services are performed for time and materials contracts or upon achievement of
milestones on fixed price contracts. A provision for estimated losses on fixed-price professional services contracts is recognized in the period in
which the loss becomes known.

Customers typically prepay maintenance fees for the first 12 months and the related maintenance revenues are recognized ratably monthly over
the term of the maintenance contract. Maintenance contracts include the right to unspecified upgrades on a when-and-if available basis, and
ongoing support.

Deferred revenue includes amounts received from customers for which revenue has not yet been recognized that generally results from deferred
maintenance, consulting or training services not yet rendered and license revenue deferred until all requirements under SOP 97-2 are met.
Deferred revenue is recognized upon delivery of our products, as services are rendered, or as other requirements requiring deferral under SOP
97-2 are satisfied.

Our license agreements do not offer our customers the unilateral right to terminate or cancel the contract and receive a cash refund. In addition,
the terms of our license agreements do not offer customers price protection. However, we provide for sales returns reserve based upon estimates
of potential future credits related to current period revenues. We analyze historical credits, current economic trends, average deal size, changes
in customer demand and acceptance of our products when evaluating the adequacy of the sales returns reserve. Revenue for the period is reduced
to reflect the provision of sales returns reserve.

Comprehensive loss
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Comprehensive income (loss) consists of net income (loss), net unrealized foreign currency translation adjustment and net unrealized gains or
losses on available-for-sale marketable securities and is presented in the consolidated statements of stockholders� equity.

Stock compensation

We account for stock-based employee compensation arrangements in accordance with provisions of Accounting Principles Board (�APB�)
Opinion No. 25, �Accounting for Stock Issued to Employees� and related interpretations, and comply with the disclosure provisions of Statement
of Financial Accounting Standard (�SFAS�) No. 123, �Accounting for Stock-Based Compensation,� as amended by SFAS No. 148, �Accounting for
Stock-Based Compensation�Transition and Disclosure.� Under APB Opinion No. 25, unearned compensation is based on the difference, if any, on
the date of the grant, between the fair value of our Common Stock and the exercise price of the instrument granted. Unearned compensation is
amortized and expensed in accordance with Financial Accounting Standards Board (�FASB�) Interpretation No. (�FIN�) 28 using the accelerated
method of amortization. If a stock option is unvested and cancelled due to termination of employment, any excess amortization recorded using
the accelerated method over what would have been amortized on a straight-line basis is reversed in the period of cancellation, and classified as
recovery.

11
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We account for stock-based compensation issued to non-employees in accordance with the provisions of SFAS No. 123 and Emerging Issues
Task Force (�EITF�) No. 96-18 �Accounting for Equity Instruments That Are Issued to Other Than Employees for Acquiring, or in Conjunction
with Selling, Goods or Services.�

Fair value disclosures

Pro forma information regarding net loss and loss per share is required to be disclosed under SFAS No. 123. This information is required to be
determined as if we had accounted for our stock-based compensation plans under the fair value method.

The fair value of shares and options issued pursuant to our stock-based compensation plans at the grant date were calculated using the
Black-Scholes option pricing model as prescribed by SFAS No. 123 with the following weighted average assumptions:

Stock Option Plans Stock Purchase Plan

Fiscal Year Ended
April 30,

Fiscal Year Ended
April 30,

2004 2003 2002 2004 2003 2002

Dividend yield �  �  �  �  �  �  
Expected volatility 54% 84% 98% 48% 84% 98%
Average risk-free interest rate 3.79% 2.85% 4.50% 1.21% 1.15% 1.91%
Expected life (in years) 5 5 5 0.5 0.5 0.5

The Black-Scholes option-pricing model was developed for use in estimating the fair value of traded options that have no vesting restrictions
and are fully transferable. In addition, option-pricing models require the input of assumptions, including the expected stock price volatility. We
use volatility rates based upon our historical volatility rates. Based upon the above assumptions, the weighted average fair value per share of
options granted under the stock option plans during fiscal 2004, 2003 and 2002 was $5.16, $5.17 and $8.82, respectively. The weighted average
fair value per share of shares subject to purchase under the employee stock purchase plan during fiscal 2004, 2003 and 2002 was $2.60, $3.01
and $5.31, respectively.

Had we recognized compensation expense using the fair value method as prescribed under the provisions of SFAS No. 123, our net loss would
have been increased to the pro forma amounts below for fiscal 2004, 2003 and 2002, respectively (in thousands, except per share amounts):
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Fiscal Year Ended April 30,

2004 2003 2002

Net loss as reported $ (24,095) $ (36,131) $ (34,543)
Add: Stock-based compensation included in reported net loss 4,282 2,632 282
Less: Stock-based employee compensation under SFAS No. 123 (25,736) (32,199) (12,324)

Pro forma net loss $ (45,549) $ (65,698) $ (46,585)

Net loss per basic and diluted share as reported $ (0.48) $ (0.75) $ (0.73)

Pro forma net loss per basic and diluted share $ (0.91) $ (1.35) $ (0.98)

12

Edgar Filing: AGILE SOFTWARE CORP - Form 10-K/A

Table of Contents 27



Table of Contents

AGILE SOFTWARE CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS �(Continued)

Income taxes

We account for income taxes under an asset and liability approach that requires the expected future tax consequences of temporary differences
between book and tax basis of assets and liabilities be recognized as deferred tax assets and liabilities. Generally accepted accounting principles
require us to evaluate the realizability of our net deferred tax assets on an ongoing basis. A valuation allowance is recorded to reduce the net
deferred tax assets to an amount that will more likely than not be realized. Significant factors considered by management in assessing the need
for a valuation allowance include our historical operating results, the length of time over which the differences will be realized, tax planning
opportunities and expectations for future earnings. In the consideration of the realizability of net deferred tax assets, recent losses must be given
substantially more weight than any projections of future profitability.

Foreign currency translation

For foreign operations where the local currency is the functional currency, assets and liabilities are translated into U.S. dollars at the exchange
rate on the balance sheet date. Income and expense items are translated at average rates of exchange prevailing during each period. Translation
adjustments are accumulated in other comprehensive income as a component of stockholders� equity.

For foreign operations where the U.S. dollar is the functional currency, monetary assets and liabilities are translated into U.S. dollars at the
exchange rate on the balance sheet date. Nonmonetary assets and liabilities are remeasured into U.S. dollars at historical exchange rates. Income
and expense items are translated at average rates of exchange prevailing during each period. Translation adjustments are recognized currently as
a component of foreign currency gain or loss included in the consolidated statement of operations.

Segment information

We consider ourselves to be one reportable operating segment, specifically the development, marketing and selling of our enterprise class
product lifecycle management solutions, and operate across domestic and international markets. Substantially all of our identifiable assets are
located in the United States and Europe. Information related to geographic segments is included in �Note 13�Segment and Geographic
Information.�

Recent Accounting Pronouncements
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In November 2002, the FASB issued FIN 45, �Guarantor�s Accounting and Disclosure Requirements for Guarantees, Including Indirect
Guarantees of Indebtedness of Others.� FIN 45 requires a guarantor to recognize a liability for obligations it has undertaken in relation to the
issuance of a guarantee. It requires that the liability be recorded at fair value on the date that the guarantee is issued. It also requires a guarantor
to provide additional disclosures regarding guarantees, including the nature of the guarantee, the maximum potential amount of future payments
under the guarantee, the carrying amount of the liability, if any, for the guarantor�s obligations under the guarantee, and the nature and extent of
any recourse provisions or available collateral that would enable the guarantor to recover the amounts paid under the guarantee. The disclosure
requirements under FIN 45 are effective for the interim and annual periods ending after December 15, 2002. The recognition and measurement
provisions under FIN 45 are effective for guarantees issued or modified after December 31, 2002. The adoption of FIN 45 did not have a
material impact upon our financial position, cash flows or results of operations.

In January 2003, the FASB issued FIN No. 46, �Consolidation of Variable Interest Entities, an Interpretation of Accounting Research Bulletin
(�ARB�) No. 51.� FIN 46 requires certain variable interest entities to be consolidated by the primary beneficiary of the entity if the equity investors
in the entity do not have the characteristics of a controlling financial interest or do not have sufficient equity at risk for the entity to finance its
activities without additional subordinated financial support from other parties. FIN 46 is effective immediately for all new variable interest
entities created or acquired after January 31, 2003. For variable interest entities created or acquired prior to February 1, 2003, the provisions of
FIN 46 must be applied for the first interim or annual period beginning after March 15, 2004. We do not believe that the adoption of this
standard will have a material effect on our financial position or results of operations.

In April 2003, the FASB issued SFAS 149, �Amendment of Statement 133 on Derivative Instruments and Hedging Activities,� which amends
SFAS 133 for certain decisions made by the FASB Derivatives Implementation Group. In particular, SFAS 149 (1) clarifies under what
circumstances a contract with an initial net investment meets the characteristic of a derivative, (2) clarifies when a derivative contains a
financing component, (3) amends the definition of an underlying to conform it to language used in FIN 45, and (4) amends certain other existing
pronouncements. This Statement is effective for contracts entered into or modified after June 30, 2003, and for hedging relationships designated
after June 30, 2003. In addition, most provisions of SFAS 149 are to be applied prospectively. We do not expect the adoption of SFAS 149 to
have a material impact upon our financial position, cash flows or results of operations.

13
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In May 2003, the FASB issued SFAS 150, �Accounting for Certain Financial Instruments with Characteristics of both Liabilities and Equity.�
SFAS 150 establishes standards for how an issuer classifies and measures certain financial instruments with characteristics of both liabilities and
equity. It requires that an issuer classify a financial instrument that is within its scope as a liability (or an asset in some circumstances). SFAS
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. It is to be implemented by reporting the cumulative effect of a change in an accounting principle
for financial instruments created before the issuance date of the Statement and still existing at the beginning of the interim period of adoption.
Restatement is not permitted. We do not expect the adoption of SFAS 150 to have a material impact upon our financial position, cash flows or
results of operations.

NOTE 2�NET LOSS PER SHARE

Basic net loss per share is computed by dividing the net loss for the period by the weighted average number of shares of Common Stock
outstanding during the period. Diluted net loss per share is the same as basic net loss per share because the calculation of diluted net loss per
share excludes potential shares of Common Stock since their effect is anti-dilutive. Potentially dilutive shares of Common Stock consist of
unvested restricted Common Stock and incremental shares of Common Stock issuable upon the exercise of stock options and warrants.

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

Fiscal Year Ended April 30,

2004 2003 2002

Numerator:
Net loss $ (24,095) $ (36,131) $ (34,543)

Denominator:
Weighted average shares 50,293 48,719 47,998
Weighted average unvested shares of restricted Common Stock subject to repurchase (102) (224) (547)

Denominator for basic and diluted calculation 50,191 48,495 47,451

Net loss per share:
Basic and diluted $ (0.48) $ (0.75) $ (0.73)
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The following table sets forth potential shares of Common Stock that are not included in the diluted net loss per share calculation above because
to do so would be anti-dilutive as of the dates indicated below (in thousands):

As of April 30,

2004 2003 2002

Warrant to purchase Common Stock � 50 50
Unvested Common Stock subject to repurchase 42 189 336
Options to purchase Common Stock 18,096 15,135 12,010

Total shares excluded 18,138 15,374 12,396

14
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NOTE 3�BALANCE SHEET COMPONENTS:

Property and equipment comprise the following (in thousands):

As of April 30,

2004 2003

Land and building $ 1,095 $ �  
Computer hardware and software 21,986 24,376
Furniture and equipment 2,996 4,477
Leasehold improvements 3,536 2,922

29,613 31,775
Less: Accumulated depreciation and amortization (20,917) (24,386)

$ 8,696 $ 7,389

Depreciation and amortization of property and equipment totaled $5.1 million, $7.5 million and $9.5 million for fiscal 2004, 2003 and 2002,
respectively.

Accrued expenses and other liabilities comprise the following (in thousands):

As of April 30,

2004 2003

Accrued employee costs $ 6,114 $ 6,465
Accrued royalties and adverse purchase commitment 3,392 254
Accrued professional and related fees 1,517 1,947
Accrued restructuring and severances, current 5,486 1,689
Taxes payable 2,079 585
Other 1,920 2,692

$ 20,508 $ 13,632
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Other non-current liabilities comprise the following (in thousands):

As of April 30,

2004 2003

Adverse purchase commitment, non-current $ 4,671 $ �  
Mortgage loan 711 �  

$ 5,382 $  �  

In connection with our acquisition of Eigner, we assumed a commitment to purchase certain software licenses and post contract customer
support with a vendor to Eigner, providing for quarterly payments denominated in Euros through fiscal 2007. As there was no future use for the
software and related maintenance, an accrual for the expected loss was recorded at the time of acquisition for the adverse purchase commitment.

Mortgage loan is payable in equal quarterly installments of approximately $8,000 plus variable interest rate, which was 3.5% at April 30, 2004,
until year 2027, and is collateralized by our land and building located at Egerkingen, Switzerland.

15
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NOTE 4�CASH, CASH EQUIVALENTS AND INVESTMENTS:

The following are the components of cash, cash equivalents and investments (in thousands):

As of April 30, 2004

Amortized
Cost

Unrealized
Gains

Unrealized
Losses

Fair

Value

Cash, cash equivalents and short-term investments:
Government debt securities $ 97,424 $ 18 $ (55) $ 97,387
Corporate debt securities 30,083 �  (25) 30,058

Total available for sale securities 127,507 18 (80) 127,445
Cash and money market funds 42,387 �  �  42,387

Total cash, cash equivalents and short-term investments $ 169,894 $ 18 $ (80) $ 169,832

Long-term investments:
Government debt securities $ 37,631 $ 11 $ (145) $ 37,497
Corporate debt securities 30,994 17 (119) 30,892

Total long-term investments $ 68,625 $ 28 $ (264) $ 68,389

Total cash, cash equivalents, short-and long-term investments $ 238,519 $ 46 $ (344) $ 238,221

As of April 30, 2003

Amortized
Cost

Unrealized
Gains

Unrealized
Losses

Fair
Value

Cash, cash equivalents and short-term investments:
Government debt securities $ 138,631 $ 65 $ �  $ 138,696
Corporate debt securities 52,873 32 �  52,905
Foreign debt securities 7,518 1 (5) 7,514

Total available for sale securities 199,022 98 (5) 199,115
Cash and money market funds 57,852 �  �  57,852
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Total cash, cash equivalents and short-term investments $ 256,874 $ 98 $ (5) $ 256,967

At April 30, 2004 and 2003, all marketable debt securities had scheduled maturities of less than two years. Realized gains or losses from the sale
of marketable debt securities were immaterial during fiscal year 2004, 2003 and 2002.

NOTE 5�OTHER ASSETS:

Other assets include investments in equity instruments of privately held companies, which amounted to zero as of April 30, 2004 and 2003.
These investments, accounted for using the cost method and consisting primarily of investments in Preferred Stock, are reviewed each reporting
period for declines considered other-than-temporary, and, if appropriate, written down to their estimated fair value.
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During fiscal 2003 and 2002, we determined that such investments had incurred a decline in value that was other-than-temporary and,
accordingly, we reduced the carrying amounts of these investments to their estimated fair value by a charge to other income (expense) of $3.7
million and $1.4 million in fiscal 2003 and 2002, respectively. At April 30, 2004, the carrying value of our private equity investments was zero.

Other assets also include prepaid software license fees paid to third party software developers for technology integrated into our products, which
amounted to $402,000 and $1.6 million as of April 30, 2004 and 2003, respectively. We evaluate the future realization of such costs quarterly
and charge to operations any amounts that we deem unlikely to be fully realized through future sales. Such prepaid software license fees are
classified as current and noncurrent assets based upon the shorter of estimated product life or length of contract.

During fiscal 2004, 2003 and 2002, we determined that the carrying value of certain prepaid software license fees exceeded their net realizable
value as a result of a revised forecast of future revenues prepared during the respective period showing lower than anticipated sales for the
products in which third-party licensed software was embedded, and accordingly, we recorded charges related to the write-down of prepaid
software license fees of $471,000, $2.7 million and $1.7 million for fiscal 2004, 2003 and 2002, respectively. These charges are included in the
statement of operations under restructuring and other charges to reflect the write-down of the prepaid software license fees to its estimated net
realizable value.

NOTE 6�BUSINESS COMBINATIONS:

During fiscal 2004, we acquired TRADEC, Inc. (�Tradec�) and Eigner US Inc. (�Eigner�). During fiscal 2003, we acquired ProductFactory, Inc.
(�ProductFactory�) and oneREV, Inc. (�oneREV�). Each transaction was accounted for under the purchase method of accounting and, accordingly,
the results of operations of each acquisition are included in the accompanying consolidated statements of operations since the acquisition date.

The net tangible assets acquired and liabilities assumed in each acquisition, as discussed further below, were recorded at their fair values, which
approximated their carrying amounts at the respective acquisition dates. We determined the valuation of the identifiable intangible assets using
future revenue assumptions and a valuation analysis from an independent appraiser. The amounts allocated to the identifiable intangible assets
were determined through established valuation techniques accepted in the technology and software industries. In calculating the value of the
acquired in-process research and development (�IPR&D�), the independent appraiser gave consideration to relevant market size and growth
factors, expected industry trends, the anticipated nature and timing of new product introductions by us and our competitors, individual product
sales cycles, and the estimated lives of each of the products derived from the underlying technology. The value of the acquired IPR&D reflects
the relative value and contribution of the acquired research and development. Consideration was given to the stage of completion, the
complexity of the work completed to date, the difficulty of completing the remaining development, costs already incurred, and the expected cost
to complete the project in determining the value assigned to the acquired IPR&D. The projects have been subsequently completed within our
estimates. The amounts allocated to the acquired IPR&D were immediately expensed in the period the acquisition was completed because the
projects associated with the IPR&D efforts had not yet reached technological feasibility and no future alternative uses existed for the technology.
Research and development costs to bring the products acquired to technological feasibility are not expected to be significant. The income
approach, which includes an analysis of the cash flows and risks associated with achieving such cash flows, was the primary technique utilized
in valuing the other identifiable intangible assets. Key assumptions included discount factors ranging from 19% to 31% for Eigner and Tradec
and 30% to 36% for ProductFactory and oneREV, and estimates of revenue growth, maintenance renewal rates, cost of sales, operating expenses
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and taxes. The purchase price in excess of the identified tangible and intangible assets was allocated to goodwill.

Tradec

On September 30, 2003, we acquired all of the outstanding capital stock of Tradec, which develops cost management software solutions that
enable manufacturing companies to reduce direct material costs, increase productivity and improve supplier performance. The acquisition
enhances our current cost management offering by leveraging Tradec�s domain expertise for addressing key aspects of direct materials cost and
performance management. We will be able to deliver increased analytics capabilities and supplier collaboration for our customers to drive
product profitability. The financial terms of the transaction were not material to our financial statements.
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Eigner

On August 11, 2003, we acquired all of the outstanding capital stock of Eigner, a provider of complementary product lifecycle management
solutions. The acquisition of Eigner allows us to have a stronger presence in the automotive supply chain, industrial equipment, aerospace, and
defense industries, as well as in certain geographic markets.

The total purchase price of $19.3 million consisted of $2.8 million in cash, the issuance of 1.8 million shares of Agile Common Stock valued at
$15.6 million, and $894,000 in direct transaction costs. The value of the share consideration was based upon the average of the closing market
prices of Agile Common Stock on the three trading days before and after the announcement of the acquisition on August 5, 2003, which was
$8.71.

In connection with the acquisition of Eigner, we paid approximately $1.5 million in hiring bonuses to certain persons who were employees of
Eigner at the date of the acquisition. We also implemented a plan to terminate approximately 10% of the combined company workforce, for a
total of 63 employees, to eliminate duplicative activities and reduce the cost structure of the combined company. The terminations included 30
Eigner employees and 33 Agile employees, and were made across all business functions and geographic regions. Net of these terminations, our
overall headcount increased by 89 employees, across all business functions, as a result of the Eigner acquisition. The estimated cost for related
severance, benefits, payroll taxes and other associated costs totaled $3.3 million, of which $2.2 million was related to the termination of the
Eigner employees and $1.1 was related to the termination of the Agile employees. As of October 31, 2003, all employees identified in the plan
had been notified. Both the hiring bonuses and the severance related costs for the Eigner employees, totaling $3.7 million, were accrued for at
the time of the acquisition and have been recognized as a liability assumed in the business combination. The severance related costs for the Agile
employees of $1.1 million were included in restructuring and other charges during the second quarter of fiscal 2004 (see �Note 8�Restructuring
and Other Charges� for additional information). The Eigner and Agile employee termination obligations have been fully paid as of April 30,
2004.

In addition, we agreed to pay approximately $1.7 million in retention bonuses to certain persons who were employees of Eigner at the date of the
acquisition and remain employees of Agile for six months. These bonuses were paid in February 2004 and were recorded as acquisition-related
compensation in fiscal 2004.

The aggregate purchase price for the Eigner acquisition has been allocated to the tangible and identifiable intangible assets acquired and
liabilities assumed based on their estimated fair values at the date of acquisition as follows (in thousands):

Tangible assets acquired:
Cash and cash equivalents $ 3,015
Accounts receivable 2,478
Property and equipment 1,361
Other assets 2,098
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Liabilities assumed:
Accounts payable (5,670)
Accrued expenses and other liabilities (12,590)
Deferred revenue (3,956)
Identifiable intangible assets acquired:
In-process research and development 500
Other identifiable intangible assets:
Existing technology 1,300
Customer relationships 4,000
Non-compete agreements 1,200
Goodwill 25,549

Total $ 19,285
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ProductFactory

On March 27, 2003, we acquired all of the outstanding capital stock of ProductFactory, a product development program and portfolio
management company. The acquisition reinforces our investment and commitment to our Product Portfolio Management offering, Program
Execution, giving customers accelerated time-to-market, reduced costs and improved quality across the product lifecycle. The initial purchase
price of $2.6 million consisted of $2.5 million in cash and $80,000 in direct transaction costs. Through April 30, 2004, an additional
consideration of $1.7 million has been paid as part of earn out provisions and were recorded as goodwill. Additional consideration of up to
$800,000 may be earned based upon future net revenue from sales of the product through no later than July 31, 2004. Of the initial purchase
price and additional consideration, $1.9 million was allocated to net liabilities assumed, including accounts payable and other liabilities, and
notes payable, and the remainder was allocated to in-process technology ($100,000), other identifiable intangible assets, consisting of developed
technologies ($400,000), and goodwill ($5.7 million).

oneREV

On December 20, 2002, we acquired all of the outstanding capital stock of oneREV, a developer of supply chain management software and
services. The acquisition provides us with important enabling technology, which benefits our customers by speeding the exchange of
information between our product and external information sources. The total purchase price of $1.9 million consisted of $1.7 million in cash and
$197,000 in direct transaction costs. Of the total purchase price, $82,000 was allocated to cash, accounts receivable, property and equipment,
accounts payable and other liabilities, and notes payable, and the remainder was allocated to in-process technology ($300,000), other identifiable
intangible assets, consisting of developed technologies ($700,000), and goodwill ($840,000).

The amount of the purchase consideration was determined through arm�s-length negotiation. An affiliate of Mohr Davidow Ventures, who
originally invested $7.2 million in oneREV and was the major stockholder, received $1.3 million as its portion of the purchase consideration
upon the acquisition of oneREV by us. In addition, an affiliate of Mohr Davidow Ventures was the holder of 2.7 million shares of Common
Stock of Agile at the time of the transaction. Nancy Schoendorf, a general partner of Mohr Davidow Ventures, was a member of the Board of
Directors of oneREV and is a member of the Board of Directors of Agile. Erik Straser, a general partner of Mohr Davidow Ventures, was a
member of the Board of Directors of oneREV. Mr. Bryan D. Stolle, Chief Executive Officer and Chairman of the Board of Agile, originally
invested $100,000 in exchange for shares of Preferred Stock of oneREV, and was formerly a member of the Board of Directors of oneREV. Mr.
Stolle received $19,000 as his portion of the purchase consideration upon the acquisition of oneREV by Agile. Neither Ms. Schoendorf nor Mr.
Stolle participated in negotiations concerning the amount of purchase consideration payable to oneREV stockholders.

Pro forma financial information

The following table presents the unaudited pro forma financial information for Tradec, Eigner, oneREV and us for fiscal 2004 and 2003,
respectively, as if the acquisitions had occurred on May 1, 2002, after giving effect to certain purchase accounting adjustments (in thousands,
except per share amounts):
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Fiscal Year Ended

April 30,

2004 2003

(unaudited)
Pro forma net revenue $ 104,094 $ 98,910

Pro forma net loss $ (23,879) $ (50,285)

Pro forma net loss per basic and diluted share $ (0.47) $ (1.00)

Pro forma shares outstanding 50,691 50,424
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These results are presented for illustrative purposes only and are not necessarily indicative of the actual operating results or financial position
that would have occurred if the transactions had been consummated on May 1, 2002.

Pro forma financial information giving effect to the acquisition of ProductFactory has not been presented since the pro forma financial
information would not differ materially from our historical results.

NOTE 7�GOODWILL AND INTANGIBLE ASSETS

The changes in carrying amount of goodwill during fiscal 2004 are as follows (in thousands):

Balance as of April 30, 2003 $ 5,150
Earnout payments to the stockholders of acquired companies (1) 1,748
Goodwill related to acquisitions (2) 27,826

Balance as of April 30, 2004 $ 34,724

(1) During fiscal 2004, we paid $1.7 million of additional consideration to the former ProductFactory stockholders.
(2) Goodwill related to our acquisition of Eigner and Tradec fiscal 2004. See �Note 6�Business Combinations� for additional information.

In connection with our adoption of SFAS No. 142 on May 1, 2002, we reassessed the useful lives and the classification of our identifiable
intangible assets related to our acquisition of Digital Market, Inc. (DMI), which closed in November 1999. Based upon such assessment, we
reclassified $2.1 million of our other intangible assets, representing acquired workforce-in-place to goodwill and ceased amortization of such
amounts. We had previously amortized $1.7 million associated with these intangible assets through fiscal 2002.

The following table summarizes the adjusted results of operations had we applied the provisions of SFAS No. 142 in fiscal 2002 (in thousands,
except per share amounts):

Fiscal Year Ended April 30,

2004 2003 2002
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Net loss as reported $ (24,095) $ (36,131) $ (34,543)
Adjustment for amortization of workforce-in-place �  �  700

Adjusted net loss $ (24,095) $ (36,131) $ (33,843)

Net loss per basic and diluted share as reported $ (0.48) $ (0.75) $ (0.73)
Adjustment for amortization of workforce-in-place �  �  0.02

Adjusted net loss per basic and diluted share $ (0.48) $ (0.75) $ (0.71)

Shares used in per share calculation 50,191 48,495 47,451
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The components of acquired identifiable intangible assets are as follows (in thousands):

As of April 30, 2004 As of April 30, 2003

Gross

Carrying

Amount

Accumulated

Amortization

Net

Carrying

Amount

Gross

Carrying

Amount

Accumulated

Amortization

Net

Carrying

Amount

Developed technologies $ 2,600 $ (720) $ 1,880 $ 1,190 $ (110) $ 1,080
Customer relationships 4,482 (1,239) 3,243 �  �  �  
Non-compete agreements 1,200 (867) 333
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