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RESULTS FOR Q2’03 RELATIVE TO GUIDANCE 
ISSUED NOVEMBER 7, 2002 
 
Absolute has previously provided guidance that sales 
contracts for the year fiscal 2003 are expected to grow 
35% to 50% over fiscal 2002 and that sales contracts 
for the second quarter of fiscal 2003 were expected to 
be at the same level attained in the first quarter of fiscal 
2003. With sales contracts for Q2’03 up 5% over Q1’03 
and up 85% on a year to date basis, management is 
again reaffirming its annual sales contract growth rate 
forecast of 35% to 50% and currently expects to be in 
the upper end of that range. For Q3’03 some growth in 
sales contracts over Q2’03 is expected but sales 
contracts are not expected to exceed expenses during 
the quarter 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
HIGHLIGHTS 
 
• Q2’03 sales contracts of $2.41 million were 65% above the $1.46 million posted in Q2’02, and 

operating revenue was up 16% to $1.43 million. When compared to Q1’03, both sales contracts and 
operating revenue were up 5%. 

• The Company reported a net loss for Q2’03 of $1.25 million ($0.06 per share), a 16% decrease from 
the net loss of $1.48 million ($0.07 per share) for Q2’02 and a 30% decrease from the prior quarter 
net loss of $1.79 million ($0.09 per share). 

• Cash used in operations for Q2’03 was $0.44 million compared to $0.41 million for the same period 
in fiscal 2002 and $0.10 million for the prior quarter. 

• Absolute’s reseller channels continued to grow, generating 38% of Q2’03 sales contracts through 
Dell Computer Corporation (“Dell”), and 42% through other resellers. This compares to 37% through 
Dell and 12% through other resellers for the same period last year, and 62% and 11% respectively for 
the prior quarter. 

• On December 31, 2002, Absolute completed its substantial issuer bid through which a total of 
3,552,632 shares were purchased and cancelled at $0.38 per share for a total cost of $1,553,447 
including issuer fees. 

• Product development milestones during Q2’03 included the launch of AbsoluteEncrypt service at the 
beginning of February 2003. 
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DEVELOPMENT AND OPERATIONS 
 
Development and operational activities in the quarter focused on support for AbsoluteTrack & ComputracePlus, 
continuing development of Absolute Console and the new encryption and firewall products, upgrading customers to 
the latest release of the enterprise software, and optimizing customer product delivery processes.  
 
Achievement of specific milestones on Absolute Console and encryption led to the commercial availability of 
AbsoluteEncrypt, the first of several products to use the Console’s new browser-based management capabilities. 
AbsoluteEncrypt improves organizational data security by removing user intervention usually required in the process of 
encrypting files for users of desktop computers. When used with Absolute’s new Absolute Console, the 
administrative overhead involved in deploying uniform data security policies is also significantly reduced through the 
Console’s powerful grouping capabilities. 
 
Beta and general release candidate software for AbsoluteEncrypt were developed and beta trials were conducted 
with customers for the purpose of verifying product reliability. These activities were completed during Q2’03 and the 
product was released on February 6, 2003.  
 
During Q2’03 and continuing into Q3’03, Absolute has also been working toward developing a new distributed 
firewall product, AbsoluteFirewall. Similar to AbsoluteEncrypt, AbsoluteFirewall will simplify enforcement of corporate 
network security polices. Absolute is currently completing development, integration and trial activities and anticipates 
AbsoluteFirewall to be available for sale in Q3’03.  
 
With the addition of encryption and firewall products, Absolute’s security offerings will span three pillars of PC 
security; physical security (ComputracePlus), data security (AbsoluteEncrypt) and network security (AbsoluteFirewall). 
The Absolute Console will facilitate management of all of Absolute’s solutions, providing administrators with a 
powerful tool for efficiently and effectively tracking and securing the corporate mobile and desktop PC population. In 
particular, once one product has been deployed, the Computrace Technology Platform will allow deployment of 
additional products with the click of a mouse. 
 
In Q1’03, Absolute announced the release of an enterprise software version of ComputracePlus and AbsoluteTrack 
for corporate customers who prefer to manage the products in-house. During Q2’03, existing customers who 
originally purchased a customized software version of Absolute’s products were successfully upgraded to the new 
software release.  
 
During the quarter, Absolute’s development team completed optimization of the customer management and product 
delivery processes. This continues the implementation and integration of the Customer Relationship Management 
(“CRM”) system to provide the organization with a common, consolidated view of customer information. Integration of 
the CRM system with Absolute’s product delivery platform enables significant improvements in operational efficiency, 
allowing cost effective scaling of operations and support to meet delivery demands from current and new products.  
 
MANAGEMENT’S DISCUSSION & ANALYSIS OF SECOND QUARTER FISCAL 2003 RESULTS 
Sales contracts and operating revenue 
 Quarter Ended Six Months Ended 
 % Increase Dec’02 Dec’01 % Increase Dec’02 Dec’01
 (000’s) (000’s)  (000’s) (000’s)

     Sales contracts  65% $2,411 $1,462 85% $4,717 $2,555
     Operating revenue  16% $1,435 $1,237 14% $2,797 $2,447
 
Sales contracts and operating revenue are key measures for Absolute. Sales contracts are a non-GAAP measure and 
do not have a standardized meaning prescribed by GAAP and as such a reconciliation to GAAP measures is provided 
with the discussion of deferred revenue below.  
 
As stated in the year-end management discussion and analysis, part of Absolute’s go forward sales contract growth 
strategy has been to focus on deepening and broadening its reseller channels. This strategy is a significant driving 
force behind the growth in sales contracts for the current fiscal year, and efforts are focused on ensuring this trend 
continues. Both Q1’03 and Q2’03 were record quarters for sales contracts for Absolute and were also record 
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quarters for sales contracts generated through reseller channels. The following table indicates the percent of sales 
contracts generated through Dell Computer Corporation (“Dell”), Absolute’s most successful channel partner, and 
other resellers: 
 

 Q2’03 Q2’02 YTD’03 YTD’02 
Dell  38% 37% 50% 34% 
Other Resellers 42% 12% 27% 16% 
Total 80% 49% 77% 50% 
 
The Q2’03 increase in operating revenue is consistent with the 9% sales contract growth in fiscal 2002, raised 
slightly to 16% on the strength of Q1’03 and Q2’03 sales contracts. Sales contract terms have traditionally averaged 
in the range of 25 to 29 months, and as such, fiscal 2003 operating revenue is directly related to the deferred 
revenue balances built up from sales contracts over the past three fiscal years, plus a portion of current year sales 
contracts. Contract terms for Q2’03 at an average of 29 months were consistent with the traditional range.  
 
Cost of goods sold and gross margin 
The gross margin of 69% for Q2’03 improved over the 59% level in the prior quarter, and the 63% level attained in 
Q2’02. The variance in the gross margin is largely determined by the level of maintenance and improvement work on 
existing products and processes versus research and development work on new products and software undertaken 
by the development and support team. As expected, the gross margin increased relative to Q1’03 largely due to a 
decline in payroll costs as the development and support team focused efforts on Absolute’s new encryption and 
firewall products. The reduction in allocated payroll costs was partially offset by an increase in consulting expenses as 
temporary staff were used for general maintenance work. Relative to Q2’02 the gross margin improved due to an 
increase in operating revenue combined with a small reduction in costs. On a year to date basis the gross margin of 
64% has declined slightly compared to the prior year gross margin of 66%. 
 
Operating expenses 
Selling and marketing costs of $1.17 million in Q2’03 declined 12% from $1.32 million in Q2’02, but increased 5% 
on a year to date basis to $2.46 million for the six months ended December 31, 2002. The decline relative to Q2’02 
is primarily due to severance costs associated with a reduction in force carried out in Q2’02. The overall increase for 
the year to date is due to increased commission and operational expenses associated with the increased sales 
contract level attained to date in fiscal 2003. 
 
Research and development (R&D) costs for the current year to date of $1.37 million are 19% higher than the same 
period last year, and on a quarterly basis, Q2’03 costs of $0.69 million are 27% higher than the corresponding 
quarter last year. The increase primarily relates to increased R&D projects for upgrade of existing and development of 
new products that have led to expansion of the R&D team and an increase in consulting costs. 
 
General and administrative (G&A) costs remained relatively constant at $0.50 million for both Q2’03 and $0.98 
million for the current year to date, compared to $0.51 million and $0.97 million for same periods last year.  
Interest and other income decreased 52% to $0.17 million for the current year to date from $0.36 million for the same 
period last year. The decrease is consistent with the decline in the average cash balance for the period and the period 
over period decline in interest rates. Higher interest rates in the prior year were attained from bonds purchased in 
fiscal 2001 that carried a yield in excess of 5%. 
 
The reported loss for Q2’03 of $1.25 million improved by 16% from the loss $1.48 million for Q2’02, and by 30% 
from the $1.79 million loss in Q1’03. On a year to date basis, the current year loss of $3.04 million has increased 
15% from the loss of $2.66 million for the prior year. The improvement over Q1’03 came primarily as result of the 
improvement in gross margin, lower sales costs for the quarter and the strengthening Canadian dollar. Relative to 
Q2’02, the period loss improved on relatively flat overall operating expense levels, while operating revenues improved. 
The year to date loss has increased following the increase in R&D projects, the 52% decline in interest income, and 
the increase in selling expenses associated with higher sales contract volumes.   
 
Liquidity and Financial Resources 
Cash used in operations for the six months ended December 31, 2002 improved to $0.53 million from $1.57 million 
in the corresponding period last year. On a quarterly basis, cash used in operations of $0.44 million in Q2’03 was 

PAGE 3 



 
P

O
R

T 
//

 2
00

3 
S

E
C

O
N

D
 Q

U
A

R
TE

R
LY

 R
E

higher than the $0.41 million used Q2’02, and the $0.10 million used in Q1’03. The improvement on a year to date 
basis is due to the increased sales contract level and an improved timing in accounts receivable collection.  
 
Absolute continues to maintain a strong balance sheet and is well positioned to finance its growth and development 
objectives. As at December 31, 2002, Absolute had cash, cash equivalent, and short-term investment balances 
totaling $9.85 million ($0.62 per share), compared to $12.09 million ($0.62 per share) at June 30, 2002. Absolute 
continues to hold excess cash resources in investment grade bonds and investment certificates.  
 
The cash per share has remained consistent despite the decline in cash balances as a result of the reduction in the 
number of shares outstanding following purchase and cancellation of 3,552,632 shares on December 31, 2002 
through Absolute’s substantial issuer bid. Coupled with purchases under the normal course issuer bid, Absolute has 
reduced the shares outstanding to 15,936,901 at December 31, 2002 from 19,637,033 at June 30, 2002. 
 
Absolute’s deferred revenue balance has grown on the strength of year to date sales contracts. With an average term 
of 29 months, the Q2’03 sales contracts will be recognized as monitoring revenue on a straight-line basis and, 
together with sales contracts from prior periods, will determine the rate of increase in monitoring revenue. The change 
in the deferred revenue balance for the period is explained in the following table. 
 
Deferred Revenue (000’s): 
Open balance, September 30, 2002 $8,571
Q2’03 sales contracts 2,411
Q2’03 operating revenue (1,435)
Foreign exchange and other adjustments 60

Closing balance, December 31, 2002 $9,607
 
OUTLOOK 
 
Absolute is looking to build on another solid quarter. The new security product AbsoluteEncrypt has been recently 
released and another new product, AbsoluteFirewall, is planned for release prior to the end of the third fiscal quarter. 
These new products will complement Absolute’s existing offerings and provide customers with simple and effective 
solutions as part of an effective corporate strategy for physical, data and network security. Sales contracts are 
expected to grow modestly over the second quarter level of $2.41 million and expenses are expected to be at the 
more traditional level of $3 million per quarter. As a result, cash used in operations is expected to increase from the 
$0.44 million used this quarter. On a year to date basis cash used in operations is expected to be down considerably 
from the $2.68 million used through three-quarters last year. 
 
 
Regards, 
 
 
 
 
 
John Livingston 
Chief Executive Officer  
 
FORWARD-LOOKING STATEMENTS 
This quarterly report contains forward-looking statements that involve risks and uncertainties. These forward-looking statements 
relate to, among other things, plans and timing for the introduction or enhancement of our services and products, and other 
expectations, intentions and plans contained in this quarterly report that are not historical fact. When used in this quarterly report, 
the words “plan,” “expect,” “believe,” and similar expressions generally identify forward-looking statements. These statements 
reflect our current expectations. They are subject to a number of risks and uncertainties, including, but not limited to, changes in 
technology and general market conditions. In light of the many risks and uncertainties you should understand that we cannot 
assure you that the forward-looking statements contained in this quarterly report will be realized. 
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