
 
We know how to find it. We know how to secure it. We know how to manage it.
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We know IT.

We keep IT simple.
We keep IT safe.

RESULTS RELATIVE TO FISCAL 2004 GUIDANCE: 
 
Absolute revised its sales contract and cash flow guidance issued for 
fiscal 2004 on December 30, 2003. Sales contract growth is now 
expected to be 5% to 25% over the prior fiscal year, and positive 
cash from operations is expected for the fourth quarter. The original 
guidance was for sales contract growth of 25% to 50% and positive 
cash from operations for the year as a whole. The guidance revision 
is a result of the appreciating Canadian dollar relative to the U.S. 
dollar, along with a delay in the timing of sales contracts expected 
for the second quarter.     
 
 

SECOND QUARTER 2004 HIGHLIGHTS: 
 
• Operating revenue of $1.75 million is up 22% from Q2’03 and is consistent with Q1’04  
• Net loss for Q2’04 of $0.54 million declined 57% from Q2’03 and 41% from Q1’04 
• Cash used in operations of $1.1 million increased from $0.44 million in Q2’03 and  $0.69 million in Q1’04 
• Sales contracts of $1.41 million (US$1.07 million) declined 42% (30% in U.S. dollar terms) over the same quarter 

last year and 42% (40% in U.S. dollar terms) over the prior quarter. 
• Operational achievements include: 

• Completed a consumer pilot program with Toshiba for computer recovery services and began initiatives 
to support a broad-scale rollout of the program.  

• Signed an agreement with Phoenix Technologies Ltd. to enable Absolute’s technology to be built-in to the 
computer firmware for certain models.  

• Continued OEM channel expansion strategies, adding Acer America Corporation and generating 70% of 
second quarter sales contracts through OEM partners.  

• Upgraded the sales team to replace a number of Vancouver based inside sales staff with customer-facing 
sales staff located in key US markets.   
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OPERATIONS HIGHLIGHTS: 
 
Absolute made progress on a number of key strategic initiatives during the second quarter of fiscal 2004. The initiatives 
included completion of a six-month consumer pilot program, a technology agreement with Phoenix Technologies Ltd. 
announced on January 12, 2004, an upgrade of the sales force, and continued expansion of OEM and reseller 
distribution channels. The progress on these initiatives is expected to be a key driver for future sales contract and 
revenue growth. 
 
The six-month consumer pilot program was a success and served to validate the market opportunity for a computer 
theft recovery product for the consumer market. The pilot program was undertaken with Toshiba. In addition, 
Absolute achieved a 100% success rate for the recovery of computers reported stolen during the sixth month pilot. 
Absolute is now in the process of finalizing the go-to-market consumer strategy, and is approaching Toshiba and other 
distribution partners for a roll out of the new offering. Toshiba will be the first OEM to offer the expanded product 
during the quarter ending March 31, 2004. Other OEM partners are expected to roll out the offering in subsequent 
quarters.  
 
Completing an agreement with Phoenix for BIOS support for Absolute’s core technology was also a key strategic 
initiative for establishing Absolute’s products as best of breed technology for recovery and tracking software. This is 
Absolute’s first technology agreement with a PC infrastructure partner. The new technology will significantly increase 
the value proposition for Absolute’s products on computers that use the Phoenix technology. Phoenix is the world’s 
largest BIOS manufacturer with its technology used on over 100 million computers world-wide. The BIOS supported 
technology is expected to add to sales growth starting in the fourth quarter of fiscal 2004. 
 
During the second quarter, Absolute upgraded its sales force to replace inside sales representatives located in 
Vancouver, with customer-facing sales staff located in key US markets. The new structure has two outside sales staff 
for each inside sales representative, a reverse of the former structure. While compensation expense will increase in 
future periods under this new structure, it is expected to be more than offset by increased sales growth.  
 
Absolute continued to develop its reseller channels during Q2’04, adding Acer America Corporation as a new OEM 
partner. For the second quarter, 70% of sales contracts were generated through OEM partners compared to 56% for 
the same quarter last year. For the year-to-date period OEMs generated 71% of sales contracts compared to 61% last 
year. Dell continues to be Absolute’s strongest OEM partner and is responsible for a majority of OEM sales contracts. 
Absolute will continue to develop its channel partners, with a focus on OEMs as a means to efficiently access the 
market for Absolute’s products. As Absolute rolls out its consumer offering, and adds new commercial products, these 
channel relationships are essential for an efficient and effective roll out.  
 
 
MANAGEMENT’S DISCUSSION AND ANALYSIS OF SECOND QUARTER FISCAL 2004 RESULTS: 
 
Operating revenue and sales contracts 
 Three Months Ended Six Months Ended 
 % Increase Dec’03 Dec’02 % Increase Dec’03 Dec’02
 (000’s) (000’s)  (000’s) (000’s)
     Operating revenue  22% $1,747 $1,435 25% $3,500 $2,797
     Sales contracts * -42% $1,409 $2,415 -18% $3,851 $4,721
 
* Sales contracts are a non-GAAP measure without a standardized meaning prescribed by GAAP, and represent prepaid bookings from 
customer subscription contracts for periods of 1 to 4 years, and customer purchases of license software and annual maintenance. Reconciliation 
to GAAP measures is provided with the discussion of deferred revenue below.  
 
 



The increase in revenue for the second quarter and year-to-date for fiscal 2004 over the prior year reflects sales contract 
growth from prior periods. Revenue from sales contracts is deferred and recognized as income upon meeting 
performance criteria, which occurs on a straight-line basis over the contract term for subscription and maintenance 
contracts, and upon software delivery for license software sales. A majority of Absolute’s sales are from subscription 
contracts with terms averaging approximately 30 months. Accordingly, sales contract growth rates from prior periods 
will determine the operating revenue growth rates. In addition, with over 85% of sales contracts generated in U.S. 
dollars, fluctuations in the Canadian-U.S. exchange rates will impact the revenue value recognized. For the current 
quarter and year-to-date, revenue actually increased 45% over fiscal 2003 in U.S. dollar terms.  
 
Relative to the first quarter of fiscal 2004, second quarter revenues were consistent at $1.75 million. This is largely due 
to the decrease in sales contracts for the second quarter, combined with first quarter sales contracts being consistent 
with fiscal 2003 sales contract levels.  
 
The following table illustrates the portion of revenue generated from current and prior period sales contracts: 

 Three Months Ended Six Months Ended
 
Revenue from: 

Dec’03 
(000’s)

Dec’02 
(000’s)

Dec’03 
(000’s) 

Dec’02 
(000’s)

Prior period subscriptions $1,621 $1,383 $ 3,015 $2,165
New current period subscriptions 99 52 411 602
License software and other 27 - 74 30
Total operating revenue for the period $1,747 $1,435 $3,500 $2,797

 
Sales contracts of $1.41 million for Q2’04 were 42% below both Q2’03 and Q1’04 sales contracts. On a year-to-date 
basis, sales contracts of $3.85 million are 18% below the prior year. With over 85% of Absolute’s sales contracts 
generated in U.S. dollars, the appreciation in the Canadian dollar relative to the U.S. dollar has negatively impacted sales 
contract performance for the current year. In U.S. dollar terms, sales contracts are down 18% instead of 42% from the 
same quarter last year and are down 6% instead of 18% on a year-to-date basis. In addition, delays in the timing of 
certain sales contracts that were expected to close during the second quarter of fiscal 2004, along with an updating of 
the sales team, resulted in the remainder of the decrease in second quarter and year-to-date sales contract performance.  
 
An example of a delay due to a change in customer timelines is the School District of Philadelphia agreement 
announced January 20, 2004. This agreement to service their entire computer population was expected to generate up 
to U.S. $500,000 in second quarter sales contracts, followed by smaller annual purchases over the next three years as 
they expand their user base. Instead, a potentially larger agreement with lower initial sales contracts was reached that 
will result in up to US$1.5 million of new sales contracts over the next three years. The School District of Philadelphia 
is the seventh largest district in the U.S. and has also agreed to act as a reference account for Absolute’s products.  
 
Gross margin 
 
The gross margin for Q2’04 of $1.24 million improved from $0.99 million for the second quarter of last year and the 
$1.12 million for last quarter. For the six months to December 31, 2003, the gross margin of $2.36 million improved 
from $1.79 million for the same period last year. The improved margin for the current periods is primarily due to the 
increased revenue, partially offset by increases in cost of sales as more technical resources were allocated to 
maintenance and operational type activities. As a result, the gross margin as a percent of revenue has improved to 71% 
in Q2’04 from 69% for Q2’03, and on a year-to-date basis has improved to 67% from 64% last year.  
 
Operating expenses 
 
Sales and marketing costs of $0.89 million declined 23% from $1.17 million in Q2’03 and 16% from $1.06 million in 
Q1’04. On a year-to-date basis, sales and marketing costs of $1.95 million are down 21% from $2.46 million for the 
same period last year. The reduction for the second quarter relates to reduced compensation expense both from the 
lower level of sales contracts and from a reduced average head count during upgrade of the sales team. On a year-to-
date basis, efforts to streamline marketing and promotional expenditures also contributed to the overall reduction. 
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Research and development (“R&D”) expense for the second quarter of fiscal 2004 decreased 16% to $0.58 million 
from $0.69 million in Q2’03, but increased 15% from $0.50 million in Q1’04. On a year-to-date basis, R&D expense is 
$1.08 million, down 21% from $1.37 million from the prior year period. The reduction from the prior year periods 
relates primarily to staff and consulting expenses as Absolute streamlined its R&D teams.  
 
General and administrative (“G&A”) costs of $0.56 million for Q2’04 increased 13% from $0.50 million in Q2’03, and 
9% from $5.16 million in the prior quarter. For the six months to December 31, 2003, G&A costs of $1.08 million 
increased 10% from $0.98 million in the prior year. The increase is primarily due to costs related to staffing changes 
made during the end of fiscal 2003.   
 
Interest and other income decreased 45% to $0.05 million for Q2’04 compared to $0.09 million for Q2’03 and 
decreased 23% from $0.06 million last quarter. The decrease is consistent with the decline in the average cash balance 
during the period and the year-over-year decline in interest rates. In addition, as higher yield short-term investments 
have matured, they have been replaced with lower yield cash equivalents.  
 
The foreign exchange gain for Q2’04 of $0.21 million increased from a gain $0.03 million in Q2’03 and a loss of $0.02 
million in Q1’04 following the continued appreciation in the Canadian dollar relative to the U.S. dollar. With a majority 
of Absolute’s assets in Canadian dollars and a majority of the deferred revenue liability in U.S. dollars, exchange gains 
will arise as the Canadian dollar strengthens. Conversely, sales contracts and revenue are reduced with the 
strengthening Canadian dollar.    
 
The Q2’04 net loss of $0.54 million ($0.03 per share) declined 57% from $1.25 million ($0.06 per share) in Q2’03 and 
41% from $0.92 million ($0.06 per share) in Q1’04. On a year-to-date basis, the net loss of $1.46 million has declined 
52% relative to $3.04 million for the prior year. Revenue growth and cost control have been the primary drivers of the 
reduced loss. Cost control initiatives have resulted in a 9% decrease in total operating costs to $2.54 million in Q2’04 
compared to $2.80 million in Q2’03, and a 6% decrease from $2.71 million in Q1’04. On a year-to-date basis, cost 
control efforts have decreased total operating costs to $5.25 million, down 10% from $5.81 million last year. On a net 
loss per share basis, the current period amount reflects a reduction in the weighted average number of shares 
outstanding following the repurchase and cancellation of 3,700,132 common shares completed during the first six 
months of fiscal 2003. 
 
Cash used in operating activities of $1.09 million for Q2’04 increased from $0.44 million used in Q2’03 and $0.69 
million in Q1’04. For the six months to December 31, 2003, cash used in operating activities has increased to $1.78 
million from $0.53 million for the prior year-to-date.  The increase in the cash used in operations is primarily the result 
of the decreased sales contracts for the periods, along with an increase in accounts receivable balances.  
 
Liquidity and Financial Resources 
 
Absolute continues to maintain a strong balance sheet and is well positioned to finance its growth and development 
objectives. At December 31, 2003, Absolute had cash, cash equivalent, and short-term investment balances totaling 
$6.97 million ($0.43 per share), compared to $8.77 million ($0.55 per share) at June 30, 2003. Absolute continues to 
hold excess cash resources in investment grade banker’s acceptances, bonds and certificates. 
 
Accounts receivable balances of $1.69 million at December 31, 2003 have increased from $1.58 million at June 30, 
2003. Days sales contracts in accounts receivable increased to 73 from 64 at June 30, 2004 due to a collection delays 
with a key account that is expected to be collected in Q3’04. Overall, collection risk on the receivable balances is low as 
a majority of the underlying sales contracts are generated through first tier OEM partners.  
 
Deferred revenue declined to $9.60 million at December 31, 2003 from $9.68 million at June 30, 2003 following the 
reduced sales contracts for Q2’04.  Deferred revenue represents sales contracts invoiced and/or paid, but not yet 
recognized as revenue. The current quarter change in deferred revenue is detailed in the following table.  
 



Deferred Revenue (000’s):  
Open balance, June 30, 2003 $9,683
Sales contracts for the period 3,851
Operating revenue for the period (3,500)
Foreign exchange and other adjustments (430)
Closing balance, December 31, 2003 $9,604
 
The closing deferred revenue balances provide visibility into Absolute’s future revenue stream. The current portion of 
deferred revenue at December 31, 2003 of $5.05 million will be recognized as revenue over the next twelve months, 
and the remainder in following periods. This balance is expected to grow as new sales contracts are added in future 
periods, and will also increase or decrease with fluctuations in the value of the Canadian dollar relative to the U.S. 
dollar. 
 
  
 
Regards, 
 
 
 
John Livingston 
Chief Executive Officer 
 
Risks and Uncertainties 
Absolute’s risks and uncertainties continue to be the same as those set out in the management discussion and analysis section of the Company’s fiscal 2003 annual 
report. This quarterly report attached financial statements should be read in conjunction with Absolute’s fiscal 2003 annual report.  
 
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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