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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

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 December 31, 2004

OR

¨ TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d)

OF THE SECURITIES EXCHANGE ACT OF 1934

Commission file number 0-24607

Actuate Corporation
(Exact name of registrant as specified in its charter)

Delaware 94-3193197
(State or other jurisdiction of

incorporation or organization)

(I.R.S. Employer

Identification Number)

701 Gateway Boulevard

South San Francisco, California 94080
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(Address of principal executive offices)

(650) 837-2000

(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, $.001 par value

(Title of each class)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Sections 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, 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 Exchange Act).

Yes  x                No  ¨

Based on the closing price as reported on the Nasdaq Stock Market as of the last business day of the Registrant�s most recently completed second
fiscal quarter (June 30, 2004), the aggregate market value of the voting stock held by non-affiliates of the registrant was approximately
$150,256,000. Shares of common stock held by each executive officer and director and by each person who is known by the registrant to own
5% or more of the outstanding Common Stock have been excluded in that such persons may be deemed to be affiliates. Share ownership
information of certain persons known by the Company to own greater than 5% of the outstanding common stock for purposes of the preceding
calculation is based solely on information on Schedule 13G filed with the Commission. This determination of affiliate status is not necessarily a
conclusive determination for other purposes.

As of February 28, 2005 there were 61,964,776 shares of the Registrant�s common stock outstanding.
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DOCUMENTS INCORPORATED BY REFERENCE

The information called for by Part III is incorporated by reference to specified portions of the registrant�s definitive Proxy Statement for its 2005
Annual Meeting of Stockholders, which is expected to be filed with the Securities and Exchange Commission not later than 120 days after the
Registrant�s fiscal year ended December 31, 2004.
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

Some of the statements in this report on Form 10-K under �Business,� �Management�s Discussion and Analysis of Financial Condition and Results
of Operations,� �Risk Factors That May Affect Future Results,� and elsewhere constitute forward-looking statements within the meaning of Section
21E of the Securities and Exchange Act of 1934. Forward-looking statements include statements regarding Actuate�s expectations, beliefs,
hopes, intentions or strategies regarding the future. These statements involve known and unknown risks, uncertainties, and other factors that
may cause our actual results, levels of activity, performance, or achievement to be materially different from any future results, levels of activity,
performance, or achievements expressed or implied by such forward-looking statements. Such factors include, among other things, those listed
under �Risk Factors That May Affect Future Results� and elsewhere in this Report on Form 10-K. Although we believe that the expectations
reflected in the forward-looking statements are reasonable, we cannot guarantee future results, levels of activity, performance, or achievements.
Moreover, neither we nor any other person assumes responsibility for the accuracy and completeness of such statements. We are under no duty
to update any of the forward-looking statements contained in this Report on Form 10-K after the date hereof or to conform such statements to
actual results. Readers are cautioned not to place undue reliance on forward-looking statements and should carefully review the risk factors
described in other documents Actuate files from time to time with the Securities and Exchange Commission, including Quarterly Reports on
Form 10-Q to be filed by Actuate during 2005.

PART I

ITEM 1. BUSINESS

Overview

Actuate Corporation (�We�, �Actuate� or the �Company�) provides an Enterprise Reporting Application Platform, a unified software platform that
enables large organizations and packaged application software vendors to develop and deploy self-service, customer and employee-facing
Enterprise Reporting Applications. �Enterprise Reporting Applications� are intuitive, Web portal-like reporting applications that empower 100%
of users with decision-making information. The application experience is designed to fit seamlessly into the way in which individuals work,
providing a readily accessible way for users to receive highly relevant information that is usable, dependable, and timely. Enterprise Reporting
Applications allow organizations to gain real-time operational visibility, improve customer profitability, and distribute accountability throughout
the organization. Our goal is to ensure that 100% of users adopt decision-making information into their day-to-day activities, opening up
completely new avenues for improving corporate performance. With 100% user adoption of information, organizations can more easily grow
revenues, improve service quality, control expenses, meet regulatory requirements, and increase efficiency.

Our Actuate 8 product line provides a platform upon which Global 9000 organizations (companies with annual revenues greater than $1 billion)
and packaged application software vendors develop and deploy mission-critical Enterprise Reporting Applications. Such Applications retrieve
business information from corporate databases and deliver it as interactive Web pages, Excel spreadsheets, and analytic cubes to customers,
partners and employees around the globe. Our products and services are used by our customers to develop and deploy Enterprise Reporting
Applications across a range of business functions including financial management, sales management, account management, and customer
self-service. Actuate 8 is a comprehensive platform that can be seamlessly integrated into any enterprise IT infrastructure and consists of a
highly scalable and reliable Enterprise Reporting server and a robust development environment for building Enterprise Reporting Applications
of any scale. Actuate 8�s powerful development architecture allows developers to create content from virtually any data source and present it in
virtually any format required by users.
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Actuate was incorporated in November 1993 in the State of California and reincorporated in the State of Delaware in July 1998. Actuate�s
principal executive offices are located at 701 Gateway Boulevard, South San
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Francisco, California. Actuate�s telephone number is 650-837-2000. Actuate maintains a Web site at www.actuate.com. The information posted
on the Web site is not incorporated into this Annual Report.

Industry Background

The emergence and acceptance of as well as the dependence on the Internet have fundamentally changed the way that consumers and businesses
communicate, obtain information, purchase goods and transact business. Through the frequent and widespread usage of the Internet, users have
developed a new set of expectations for accessing relevant and timely information.

While these new user expectations have been developing, organizations have been striving to improve corporate performance. A common
strategy for improving performance has been to better leverage the information captured by applications that have been implemented to manage
business process such as sales, service, finance, manufacturing and human resources. Organizations have been seeking to use the captured data
to make informed decisions regarding both day-to-day operations and high-level strategies. These efforts have been largely unsuccessful due to
the disruptive nature of traditional business intelligence tools used to access and analyze this data. Because these tools demand that users invest
time and effort in learning new interfaces, user adoption has been low, and as a consequence, use of decision-making information throughout the
organization has been limited.

In order to achieve 100% user adoption of decision-making information, and reap the resulting benefits in corporate performance, organizations
are turning to developing and deploying Enterprise Reporting Applications. These Enterprise Reporting Applications eliminate the traditional
obstacles to user adoption by providing decision-making information through intuitive, Web portal-like interfaces that satisfy new user
expectations for information accessibility and relevance.

The Actuate Solution

Actuate 8 is a unified software platform for developing and deploying Enterprise Reporting Applications. The platform features a development
architecture that is flexible enough to meet every user requirement for intuitively accessible and personalized information. Actuate 8 provides
the industry�s first real-time Enterprise Reporting Application Platform with integrated Enterprise Information Integration (EII) for developing
and deploying Enterprise Reporting Applications. Actuate 8 features a deployment architecture that is scalable enough to serve 100% of the user
population throughout the enterprise and beyond. Actuate�s Enterprise Reporting Application Platform consists of:

� A set of products that provide Web pages, Microsoft Excel spreadsheets, and analytic cubes to present users with an intuitive,
Web-portal like experience for accessing and interacting with decision-making information (e.Report Option, e.Report Designer,
e.Spreadsheet Option, e.Spreadsheet Designer, e.Analysis Option, Actuate Query, and Actuate Analytics Option);

� A comprehensive development environment to build, integrate, and maintain the core data access and reporting infrastructure of
Enterprise Reporting Applications (e.Report Designer Professional, e.Spreadsheet Designer, Information Object Designer, and
Analytics Designer); and
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� A unified metadata layer, which improves the overall accuracy of information analysis and is accessible by all products within
Actuate�s Platform.

Actuate 8�s key benefits include:

� Increased user satisfaction and reduced support and training costs due to a zero-training analysis and reporting experience for users
that leverages their existing expertise and skill sets;

� Reduced hardware and maintenance costs for serving the information needs of large numbers of users due to a highly scalable
information server;
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� Flexibility to meet all user requirements through powerful, programmatically extensible tools for developers;

� Reduced development and maintenance costs due to a true, object-oriented development framework;

� Flexibility to integrate with any software infrastructure through a complete Web services application programming interface;

� Operational visibility that is dramatically improved through an EII option that supports the real-time integration of disparate
data sources including ERP and CRM applications, data warehouses, legacy systems and other XML-based data sources;

� �Information Objects� that present a sharable, reusable business-friendly data abstraction layer that allows IT to quickly create complex
distributed queries that deliver operational information in real-time to all users across the enterprise;

� New adoption monitoring capabilities that track usage of the system and enable customers to monitor progress towards 100% user
adoption of their Enterprise Reporting Applications and identify the reports and analyses that are most and least useful to users;

� e.Spreadsheet Cell Locking capability that enables companies to distribute live spreadsheets containing formulas and graphs
that enable immediate �what-if� analysis while also protecting specified cells against alteration; and

� e.Spreadsheet Matrix Script functionality that allows companies to easily generate live Excel spreadsheet reports that display
hierarchical performance data based on any dimension, including geography, organizational structure, time or any other arbitrary
dimensions specific to a business. It also enables the creation of spreadsheet reports that dynamically adjust based on the value of key
metrics, providing users with immediate visibility into information that requires their attention,

Strategy

Our strategy is to be the leading provider of Enterprise Reporting solutions. Key elements of our strategy include:

Expand Market Leadership Position through Strategic Relationships.    We believe that we have established a leading position in the market
for Enterprise Reporting Applications. To accelerate the adoption of Actuate 8 as the standard Enterprise Reporting Application platform for
Global 9000 companies, we have established strategic relationships with leading software application vendors, systems integrators, consulting
firms and development partners. We intend to further develop our existing strategic relationships and enter into new partnerships to expand our
market presence and leadership.

Extend Technology Leadership.    Since inception, we have focused our research and development efforts on developing core technologies that
address the requirements of developing and deploying Enterprise Reporting Applications. Our products integrate a number of advanced
technologies, including a patented method of providing page level security in a report, LDAP integration, advanced viewing technology
incorporating Java, PDF, DHTML, Unicode, XML, and Web services, a patented method of storing report objects, a multi-tier architecture, Web
access and delivery technology, EII data access technology and patent-pending spreadsheet technology. In addition, we have in the past rapidly
incorporated new technology into our product offerings. We believe that we provide a leading Enterprise Reporting Application Platform
technology and we intend to extend this leadership position by continuing to devote significant resources to research and development efforts,
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and by acquiring and integrating complementary technologies.

Broaden Distribution Channels.    To date, our products have been sold worldwide by our direct sales force and through our software
application vendors, original equipment manufacturers (OEMs), resellers, and systems integrators. In the future, we intend to expand our direct
sales force and telesales capability. In addition, we intend to continue to leverage and grow our existing network of OEMs, systems integrators,
and resellers and expand our indirect distribution channel worldwide.
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Focus on Key Application Areas. Our technology is uniquely suited to meet customer requirements for Enterprise Reporting Applications for
specific business functions such as financial management, customer self-service, sales management and account management. We intend to
create a special focus on these areas within our sales and marketing functions as well as provide more complete customer solutions through
targeted partnering and technology development.

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

Increase International Presence. We plan to increase our international operations. Outside North America, we have established subsidiaries in a
number of countries and have reseller relationships throughout Europe, and the Asia/Pacific region. We have localized versions of our products
in French, German, Spanish, and Japanese and we also support Chinese, Korean, and right-to-left reporting. We intend to expand our
international operations by increasing our international sales force, expanding our indirect distribution channels worldwide and by continuing the
localization of our products in selected markets.

Products and Technology

Actuate 8 is a unified software platform for developing and deploying Enterprise Reporting Applications. Enterprise Reporting Applications
provide decision-making information with the simplicity, consistency, and relevance necessary for adoption by 100% of users, both inside and
outside the firewall. In the case of direct sales to end user customers, our products have been typically priced on either a per CPU basis or on a
per named user basis. Our development products are typically priced on a per named user basis. Indirect sales are usually either fixed price,
unlimited usage arrangements, or arrangements where royalties are paid to us based on sell through to end-users.

The following table sets forth the primary products that comprise Actuate 8:

Actuate Products Product Description

Actuate iServer Scalable information server for generating, managing, and securely delivering reporting and
analytic content that is adopted by 100% of an organization�s users.

Actuate Query Option Web-based query tool for end-users of all levels of computing sophistication.

Actuate Analytics Option Server option that provides Web-based Online Analytical Processing (OLAP) capabilities to
power users, business analysts, and management.

Actuate Data Integration Option Server option licenses Information Objects deployed on the server to combine data from two
or more disparate data sources.

Actuate e.Report Option Server option for generating enterprise reports for employees, customers, and business
partners in browser-based Web formats.
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Actuate e.Spreadsheet Option Server option for generating, managing, and distributing critical business information over
the Internet in easy-to-use and intuitive desktop spreadsheets.
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Actuate Products Product Description

Actuate e.Analysis Option Server option that delivers to users browser-based, interactive analysis of report data without
requiring any configuration or warehousing of application data.

Actuate Page Level Security Option This server option allows users to view reports using page-level security.

Actuate Analytics Cube Designer Enables IT to control access to the data and define the structure of each cube delivered by
the Actuate iServer. Additionally, enables IT to blend Analytics seamlessly into existing
Enterprise Reporting Applications and provide a branded, personalized end-user experience
that requires almost no training.

Actuate e.Report Designer Professional Provides a comprehensive, object-oriented environment for professional developers to create
tightly integrated, highly flexible enterprise reports for any Web-enabled application.

Actuate e.Report Designer Wizard-driven development tool that enables Web developers to rapidly publish database
information to the Web in the form of embedded, actionable reports.

Actuate e.Spreadsheet Designer Development environment for creating flexible and customizable Excel-based spreadsheet
reports.

Information Object Designer Development environment that enables professional developers to create controlled views of
enterprise data for end-user querying. Additionally, enables the creation of Information
Objects that pull and integrate real-time data from any number of heterogeneous data
sources.

Formula One e.Spreadsheet Engine Provides an API-driven component that Java developers use to embed Excel reporting
functionality into projects deployed from J2EE application and Web servers.

Formula One e.Report Engine 100% pure Java tool for extracting, formatting, and delivering data from a variety of data
sources including Java objects inside applications, databases, Enterprise JavaBeans, and text
files.

Formula One Active X component Provides an API-driven, Excel-compatible spreadsheet component for building Windows
applications in visual development environments such as Visual Basic and Visual C++.

Eclipse Business Intelligence and Reporting Tools Project

Actuate joined the Eclipse Foundation, a community committed to the implementation of a universal platform for tools integration, as strategic
developer and board member in August 2004. Actuate proposed a Business Intelligence and Reporting Tools (�BIRT�) project to the Eclipse
open-source community for review at the same time. The Eclipse Foundation approved the project in September. Actuate is stewarding
development of BIRT, which is expected to culminate in the industry�s first open Business Intelligence and Reporting platform in the first half of
2005.

Customers

Our customers operate in a wide variety of industries, including financial services, government, health care, manufacturing, pharmaceuticals,
telecommunications, high technology, utilities, automotive, education, entertainment, travel, retail and others. International sales accounted for
21%, 18% and 23% of our total revenues in 2004, 2003 and 2002, respectively.
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Sales

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

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

OEM Sales Organization.    We have a separate sales force that addresses the OEM market. Our OEMs integrate our products with their
applications and either resell or provide them in hosted environments to their customers. The OEM�s end-user customer is licensed to use our
products solely in conjunction with the vendor�s application with which our products are integrated.

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

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

Marketing

Our marketing organization is focused on generating leads, building market awareness and promoting acceptance of our Company and our
products, as well as on developing strategic marketing, technology and other relationships. We have a comprehensive marketing strategy with
several key components: image, awareness and credibility building, direct marketing to both prospective and existing customers, a strong Web
presence, comprehensive sales support materials as well as broad-scale marketing programs in conjunction with key partners. Our corporate
marketing strategy includes print advertising, public relations activities, trade shows and user group meetings. We also engage in programs to
work closely with industry analysts and other influential third parties. Our direct marketing activities include extensive Web-based marketing
campaigns, participation in selected trade shows and conferences and targeted ongoing direct mail and email efforts to existing and prospective
customers. We also offer seminars, both in-person and over the Web, to educate prospective customers about our Enterprise Reporting
Application platform. Finally, we have invested in building a partner and channel marketing function to conduct cooperative marketing
programs with our partners.

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

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

Research and Development

Our research and development organization is divided into groups consisting of product managers, development engineers, quality assurance
engineers, technical writers and developer communications personnel. Our development process begins with requirement specification, followed
by functional and technical design, and concludes with implementation. Requirements are based on the needs of customers and prospects, as
well as competitive, technological and industry factors. Our development group uses detailed processes and frequent milestones during the
functional and technical design phases. During implementation, the product is built and tested daily and our quality assurance group verifies that
functionality, quality and performance criteria are met. We have development centers located in South San Francisco, CA, Overland Park, KS,
and Shanghai, China.

Research and development expenses were $19.8 million, $18.7 million and $18.6 million in fiscal years 2004, 2003 and 2002, respectively. We
intend to continue to make substantial investments in research and development and related activities to maintain and enhance our product lines.
We believe that our future success will depend on our ability to create products that directly address our customers� needs, are of high quality,
and leverage the latest technological innovations. These products must also support current and future releases of popular operating systems
platforms, development languages, databases, Internet standards, and enterprise software applications. We intend to maintain and improve our
current product line and to timely develop or acquire new products. Our ability to achieve future revenue growth will depend in large part on the
market acceptance of our current and future products.

Competition

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

� Competition from current or future business intelligence software vendors such as Business Objects, Cognos, Hyperion,
Information Builders and MicroStrategy, which offer enterprise reporting products;

� Competition from other large software vendors such as Microsoft, Oracle and SAP, to the extent they include reporting functionality
with their applications or databases;

Edgar Filing: ACTUATE CORP - Form 10-K

Table of Contents 16



� Competition from other software vendors and software development tool vendors; and

� Competition from the IT departments of current or potential customers that may develop scalable Enterprise Reporting Applications
internally, which may be cheaper and more customized than our products.

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

Intellectual Property Rights

We rely primarily on a combination of copyright and trademark laws, trade secrets, confidentiality procedures and contractual provisions to
protect our proprietary technology. For example, we license our software pursuant to shrink/click-wrap or signed license agreements that impose
certain restrictions on licensees� ability to utilize the software. In addition, we take precautions to avoid disclosure of our intellectual property.
These precautions include requiring those persons with access to our proprietary information to execute confidentiality agreements with us and
by restricting access to our source code. We seek to protect our software, documentation, and other written materials under trade secret and
copyright laws, which afford only limited protection. We also have a small number of issued and pending U.S. patents expiring at varying times
ranging from 2015 to 2019. The expiration of any such patents would not have a material effect on our business.

Employees

As of December 31, 2004, we had 480 full-time employees, including 151 in sales and marketing, 126 in research and development, 121 in
services and support, and 82 in general and administrative functions. None of our employees are represented by a collective bargaining
agreement, nor have we experienced a work stoppage. We believe our employee relations are good. We also believe that our future success will
depend in large part upon our continuing ability to attract and retain highly skilled managerial, sales, marketing, customer support and research
and development personnel and, in particular, executive officers.

Actuate Executive Officers

Actuate�s executive officers as of February 10, 2005 are as follows:

Name Offices

Nicolas C. Nierenberg Chairman of the Board and Chief Architect
Peter I. Cittadini Director, President and Chief Executive Officer
Daniel A. Gaudreau Senior Vice President, Finance and Administration and

Chief Financial Officer
Mark A. Coggins Senior Vice President, Engineering
Thomas P. Ryan Senior Vice President, Customer Service and Chief

Information Officer
Ilene M. Vogt Senior Vice President, Worldwide Operations
N. Nobby Akiha Vice President, Marketing
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Philip R. Strauss General Counsel and Vice President, Corporate
Development

Nicolas C. Nierenberg, 48, has been Chairman of the Board of Directors since he co-founded Actuate in November 1993 and became our Chief
Architect in August 2000. Mr. Nierenberg was also Chief Executive Officer of Actuate from November 1993 until August 2000 and President
from November 1993 until October 1998. Prior to founding Actuate, from April 1993 to November 1993, Mr. Nierenberg worked as a
consultant for Accel Partners, a venture capital firm, evaluating investment opportunities in the enterprise software market. Mr. Nierenberg
co-founded Unify Corporation, which develops and markets relational database development
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tools. Mr. Nierenberg held a number of positions at Unify including, Chairman of the Board of Directors, Chief Executive Officer, President,
Vice President, Engineering and Chief Technical Officer. Mr. Nierenberg is currently a director for AwarePoint, a privately held software
company, and is a member of the board of trustees for The Burnham Institute, a non-profit organization.

Peter I. Cittadini, 49, has been Chief Executive Officer of Actuate since August 2000 and has been the President of Actuate since October 1998.
Mr. Cittadini was also Actuate�s Chief Operating Officer from October 1998 until August 2000 and served as Actuate�s Executive Vice President
from January 1995 to October 1998. From 1992 to 1995, Mr. Cittadini held a number of positions at Interleaf, Inc., an enterprise software
publishing company, including Senior Vice President of Worldwide Operations responsible for worldwide sales, marketing, customer support
and services. From 1985 to 1991, Mr. Cittadini held a number of positions at Oracle Corporation, including Vice President, Northeast Division.

Daniel A. Gaudreau, 57, has been Senior Vice President, Finance and Administration and Chief Financial Officer since January 1999 and served
as Vice President, Finance and Administration and Chief Financial Officer from February 1997 to January 1999. From January 1994 to February
1997, Mr. Gaudreau served as Vice President, Finance and Chief Financial Officer of Plantronics, Inc., a publicly traded telephone headset
manufacturing company, where he was responsible for all financial and administrative operations. From January 1990 to January 1994,
Mr. Gaudreau was Vice President, Finance and Chief Financial Officer at Ready Systems, an operating systems software company. Prior to that,
Mr. Gaudreau spent two years at Apple Computer as the Controller of Fremont Manufacturing Operations, prior to which he spent 18 years at
General Electric where he held various financial management positions. Mr. Gaudreau currently serves as a Director of BiTMICRO Networks, a
privately held manufacturer of solid state storage devices.

Mark A. Coggins, 48, has been Senior Vice President, Engineering since October 2003. From May 2001 to April 2003, Mr. Coggins was Vice
President, Engineeering at Verisign, a publicly traded security software company. From January 1999 to April 2001, Mr. Coggins was Vice
President, Products at ShortCycles, a CRM software company. Prior to that, Mr. Coggins held positions in engineering and marketing
management at Netscape Communications, Interactive Development Environments and Hewlett Packard.

Thomas P. Ryan, 44, has been Senior Vice President, Customer Service and Chief Information Officer since January 2002 and served as Vice
President and Director, Customer Service from August 1997 to December 2001. From June 1996 to July 1997, Mr. Ryan was a senior manager
in the advanced support group at Informix. Prior to that, Mr. Ryan held various management positions at Illustra, Oracle Corporation and
Amdahl.

Ilene M. Vogt, 46, has been Senior Vice President, Worldwide Operations since July 2002 and served as Senior Vice President and Vice
President, North American Operations and Director, Western Region Sales from March 1995 to June 2002. From July 1991 to February 1995,
Ms. Vogt was a Sales Manager for Interleaf, Inc.

N. Nobby Akiha, 47, has been Vice President, Marketing since August 2000. From August 1994 to July 2000, Mr. Akiha was Vice President,
Marketing and Business Development at Inference Corporation. From October 1993 to July 1994, Mr. Akiha was a Senior Consultant at Regis
McKenna, Inc. Prior to that, Mr. Akiha was Director of Marketing Communications at Interactive Development Environments and a Group
Product Manager at Oracle Corporation.

Philip R. Strauss, 36, has been General Counsel and Vice President, Corporate Development since January 2005. Mr. Strauss was formerly Vice
President and General Counsel of Brio Software (2000 to 2003), held positions as Corporate Counsel at Adobe Systems (2004 to 2005), Senior
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Counsel at Hyperion Solutions (2003) and was an associate in the law firms Shearman & Sterling LLP and Jones Day. Mr. Strauss is currently a
director of Data Beacon, a private software company.
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Website Access to Actuate�s Reports

Our annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, and amendments to those reports filed or
furnished pursuant to section 13(a) or 15(d) of the Securities and Exchange Act of 1934, as amended, are available free of charge through our
Website at www.actuate.com as soon as reasonably practicable after they are electronically filed with, or furnished to, the Securities and
Exchange Commission.

ITEM 2.    PROPERTIES

Actuate�s properties consist of leased facilities for sales and marketing, research and development, services and support and administrative
personnel. Actuate�s headquarters facilities consist of approximately 124,000 square feet in South San Francisco, California, of which
approximately 50,000 square feet have been subleased. This facility lease is through April of 2011. Actuate also leases office facilities in various
locations in the United States and abroad.

We believe that our existing facilities are adequate for our current needs and that additional space sufficient to meet our needs for the foreseeable
future will be available on reasonable terms. As a result of our California facilities being located near major earthquake fault lines, in the event
of an earthquake our business, financial condition and operating results could be seriously harmed. In addition, California has in the past
experienced energy power shortages. If future power shortages result in numerous or prolonged brownouts or blackouts, our business, financial
condition and operating results could be seriously harmed. All facilities are leased under operating leases.

ITEM 3.    LEGAL PROCEEDINGS

We are engaged in certain legal actions arising in the ordinary course of business. Although there can be no assurance as to the outcome of such
litigation, we believe we have adequate legal defenses and we believe that the ultimate outcome of any of these actions will not have a material
effect on our financial position or results of operations.

ITEM 4.    SUBMISSION OF MATTERS TO A VOTE OF THE SECURITY HOLDERS

We did not submit any matters to a vote of our security holders during the fourth quarter of the fiscal year ended December 31, 2004.
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PART II

ITEM 5. MARKET FOR REGISTRANT�S COMMON EQUITY AND RELATED STOCKHOLDER MATTER AND ISSUER
PURCHASES OF EQUITY SECURITIES

Our common stock is traded on the Nasdaq National Market under the symbol �ACTU� and has been traded on Nasdaq since Actuate�s initial
public offering in 1998. The following table sets forth the high and low closing sales prices of our common stock during the last two years:

High Low

First Quarter of Fiscal 2003 $ 2.90 $ 1.25
Second Quarter of Fiscal 2003 $ 3.15 $ 1.33
Third Quarter of Fiscal 2003 $ 3.77 $ 2.50
Fourth Quarter of Fiscal 2003 $ 4.21 $ 2.69
First Quarter of Fiscal 2004 $ 3.80 $ 2.70
Second Quarter of Fiscal 2004 $ 4.09 $ 2.96
Third Quarter of Fiscal 2004 $ 3.92 $ 2.96
Fourth Quarter of Fiscal 2004 $ 3.59 $ 2.37

According to the records of Actuate�s transfer agent, as of January 31, 2005, Actuate had 137 stockholders of record (which number does not
include the number of stockholders whose shares are held by a brokerage house or clearing agency, but does include, as one record holder each
such brokerage house or clearing agency). We believe we had approximately 7,000 beneficial owners of our common stock. On January 31,
2005, the closing price of our common stock was $2.53 per share.

We have never paid a cash dividend on our common stock and do not intend to pay cash dividends on our common stock in the foreseeable
future.

Equity Compensation Plan Information

Information about our equity compensation plans at December 31, 2004, that were either approved or not approved by stockholders was as
follows:

Plan Category

Number of
securities

to be issued
upon

exercise of
outstanding

options

Weighted
average
exercise
price of

outstanding
options

Number of
available
securities
remaining
for future
issuance
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Equity compensation plans approved by stockholders (1) 17,609,896 $ 2.97 9,919,240
Equity compensation plans not approved by stockholders (2) 1,469,237 $ 2.02 619,110

Total 19,079,133 $ 2.90 10,538,350

(1) Consists of five plans: our 1998 Equity Incentive Plan, Tidestone 1998 Incentive Stock Option Plan, Tidestone Non-Qualified Stock
Option Plan of 1999, 1998 Non-Employee Directors Option Plan, and the 1998 Employee Stock Purchase Plan.

(2) Consists of one plan: our 2001 Supplemental Stock Option Plan. See �Note 9 of the Notes to Consolidated Financial Statements.�

Issuer Purchases of Equity Securities

Pursuant to the stock repurchase program announced in September 2001, Actuate�s Board of Directors has authorized, on an on-going basis, the
repurchase of up to $1.5 million of Actuate common stock each calendar quarter. The Board of Directors had suspended the repurchase program
for the fourth quarter of 2004, so we did not repurchase any shares in this quarter. However, the program was reinstated in the first quarter of
fiscal year 2004. We repurchased approximately $1.5 million of Actuate stock during the first quarter of fiscal year 2005.
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ITEM 6. SELECTED CONSOLIDATED FINANCIAL DATA

The following selected consolidated financial data should be read in conjunction with Item 7, Management�s Discussion and Analysis of
Financial Condition and Results of Operations, and with the Consolidated Financial Statements and Notes thereto that are included elsewhere in
this Form 10-K. The consolidated statements of operations data for the years ended December 31, 2004, 2003 and 2002 and the consolidated
balance sheets data at December 31, 2004 and 2003 are derived from the audited consolidated financial statements included elsewhere in this
Form 10-K. The consolidated statements of operations data for the year ended December 31, 2001 and 2000 and the consolidated balance sheets
data as of December 31, 2002, 2001 and 2000 are derived from audited consolidated financial statements that are not included in this Form
10-K. Historical results are not necessarily indicative of results to be anticipated in the future.

Year ended December 31,

2004 2003 2002 2001 2000

(in thousands, except per share data)
Consolidated Statement of Operations Data:
Revenues:
License fees $ 42,703 $ 47,598 $ 58,280 $ 79,106 $ 72,286
Services 61,954 56,857 50,884 48,100 36,474

Total revenues 104,657 104,455 109,164 127,206 108,760

Costs and expenses:
Cost of license fees 3,417 3,140 2,824 2,305 1,959
Cost of services 24,763 23,648 23,936 29,702 22,471
Sales and marketing 41,296
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