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Company Profile

Symantec, the world leader in Internet security technology, provides a broad range of content and network security
software and appliance solutions to individuals, enterprises, and service providers. The company is a leading
provider of client, gateway, and server security solutions for virus protection, firewall and virtual private network,
vulnerability management, intrusion detection, Internet content and email filtering, remote management tech-
nologies, and security services to enterprises and service providers around the world. Symantec’s Norton brand of
consumer security products is a leader in worldwide retail sales and industry awards. Headquartered in Cupertino,
Calif., Symantec has worldwide operations in 36 countries. For more information, please visit www.symantec.com.

Financial Highlights

Fiscal Year Ended

(IN MILLIONS, EXCEPT PER SHARE AMOUNTS) 2003 2002 2001
Reported:
Revenues $1,407 $1,071 $854
Operating income $342 $8 $110
Net income (loss) $248 ($28) $64
Diluted earnings (loss) per share $1.54 ($0.20) $0.47
Adjusted:*
Operating income $390 $258 $215
Net income $280 $201 $184
Diluted earnings per share $1.72 $1.30 $1.17
Reconciliation:
Axent net loss n/a n/a $6
Cost of sales — amortization of other intangibles ($30) ($30) ($16)
Operating expenses — amortization of goodwill and other intangibles,

acquired in-process R&D, and restructuring and site closures ($19) ($219) ($99)
Other expense n/a n/a ($24)
Income tax benefit $17 $20 $13
Other Information:
Cash flow from operations $584 $511 $325
Total assets $3,266 $2,503 $1,792
Stockholders’ equity $1,764 $1,320 $1,377
Employees 4,344 3,910 3,781

*In addition to reporting financial results in accordance with generally accepted accounting principles, or GAAP, we include non-GAAP financial results in
our earnings releases and presentations to investors. Our non-GAAP net income and earnings per share generally exclude acquisition-related charges,
such as acquired in-process research and development and amortization of goodwill and other intangibles, and certain other charges, such as restructur-
ings and site closures, as well as the tax effects of these items. Our management believes these non-GAAP measures are useful to investors because they
provide supplemental information that facilitates comparisons to prior periods. Management uses these non-GAAP measures to evaluate its financial
results, develop budgets, and manage expenditures. These non-GAAP measures may differ from the methods used by other companies and should not be
regarded as a replacement for corresponding GAAP measures. Investors are encouraged to review the reconciliation of these non-GAAP financial measures
to the comparable GAAP results, which can be found in our earnings press releases and investor presentations on the investor relations Web site at

www.symantec.com/invest.



MINIMIZE RISK

EXPAND OPPORTUNITIES

IMAGINE THE POSSIBILITIES
when people and businesses can work, learn, and play

with confidence in today’s interconnected world.

WE HAVE.

AT SYMANTEC, we know what happens
when people have the confidence to achieve their best;

we help make it possible.

We're the global leader in Internet security—
solely dedicated to making the connected world a safer place.
The more connected the world becomes,
the more pivotal our role in making it an environment where
COMMERCE, CULTURE, anp IDEAS
can flourish.

SYMANTEC BREEDS CONFIDENCE.
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Dear Shareholders,

Fiscal 2003 was another year of record performance for our
company. We launched many exciting new products, significantly
enhanced our direct sales force, and continued to aggressively
promote our brand. As a result, we surpassed our target for
revenue growth and earnings per share. In a year when most
companies hunkered down and waited for the economy to recover,
Symantec demonstrated its strengths—our diverse customer base,
our broad product portfolio, and our global reach—and grew
faster than the industry.

Our success is the result of the strategic path we embarked
on four years ago to address the real problems customers are
facing with information security: managing the growing cost and
complexity of the vast array of security technologies deployed
throughout their networks. Symantec’s approach of product inte-
gration and enterprise-level management will help our customers
lower the total cost of ownership, simplify the management of
security technologies, and, for the first time, give customers a more

comprehensive view of their networked security environment.

A RECORD YEAR

Our global sales team marked another year of outstanding per-
formance, producing double-digit revenue growth in every region.
Total revenue reached $1.4 billion and grew 31%.

Results from continuing operations or non-GAAP net income
grew 40% to $280 million, excluding acquisition and restructuring
charges, and earnings per diluted share grew 32% to $1.72.
Deferred revenue grew 78% to $590 million, giving us the best
visibility in our history. And we closed the year with over $1.7 bil-
lion in cash and short-term investments.

Our investments in sales management and execution are
paying real dividends on a global scale. Our continued focus on
reaching customers where they want to buy delivered significant
returns allowing our electronic distribution sales to grow 214%.
And, in the face of challenging global economies, the momentum
of our international business units increased throughout the year
with Europe, Middle East and Africa growing 42%.

Our consumer segment was the year’s star performer, rising
52% to surpass even our wildest expectations. We focused on
maintaining market leadership, expanding our go-to-market strat-
egy, and delivering award-winning products. Our consumer devel-
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opment team shipped 20 products in 18 languages and 900 OEM
builds in 20 languages. Sales of our integrated product suite,
Norton Internet Security™ grew 101%—proof that consumers are
choosing our brand, and the confidence it provides to protect their
“always-on” Internet connections.

We posted a number of significant competitive wins and
continued to gain market share in the enterprise segments.
Enterprise security grew 30%, accounting for 42% of total rev-
enues. Antivirus solutions grew 33%, well ahead of the industry.
And non-antivirus enterprise security solutions posted solid
growth of 21%, with accelerating momentum throughout the year.

NEW GROWTH OPPORTUNITIES

We view security as a continuum—from early warning to protec-
tion to rapid response and overall management. More of our
customers are starting to understand and agree with this view.
As many of them have experienced, a few days’ or even a few
hours’ advance warning of an emerging threat can prevent a

possible disastrous network attack.
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In the process of implementing our integrated security strat-
egy, we acquired four companies during the year to round out
our product portfolio.

With the acquisition of SecurityFocus, we provide the most
complete, proactive security alerting service across the broadest
range of threats. Our team now monitors nearly 20,000 network
sensors across 180 countries.

Our acquisition of Recourse Technologies brings next-
generation network intrusion protection capability into our
product portfolio, and offers customers significant performance
and detection enhancements. We booked the largest deal in the
history of ManHunt™ with the Navy Marine Corps intranet project,
and won competitive engagements against all other vendors.

In response to customer requests for less complex, fully
integrated security solutions, we introduced two category-
defining, integrated products. Symantec™ Client Security gained
momentum in all regions and key vertical markets. This integrated
client-tier solution delivers great value to our customers, and
gives us an opportunity to capture additional revenue from exist-

ing relationships.

Our Symantec™ Gateway Security appliance also gained trac-
tion, particularly in small- to medium-sized enterprises and remote
offices of larger corporations. VeriTest recently gave it high marks
as an easy-to-use, cost-effective tool for securing network gateways.

In October 2002, we introduced the Symantec™ Security
Management System, which provides an open, standards-based
approach to connect security solutions across the enterprise
network. Symantec™ Enterprise Security Architecture provides
the building blocks to deliver an open security platform that is
more robust, yet simpler to manage. We integrated the correlation
technology acquired from Mountain Wave with the release of
Symantec™ Incident Manager 2.0.

In growing numbers, customers are recognizing the value
of outsourcing the monitoring and management of their network
environment to a team of true security professionals. With the
acquisition of Riptech, Symantec became the leading provider
of managed security services. We’ve kept our commitment to pro-
tect customers’ existing investment by managing the broadest
range of security sensors being deployed in more than 600 cus-

tomer networks worldwide.
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INVESTING IN OUR FUTURE

We continue to invest in systems development and support to
maintain our leadership in security, while improving our opera-
tional flexibility.

We strengthened our comprehensive channel model, which
spans from local resellers to some of the largest global systems
integrators. We enhanced our education, certification, and product
training programs to help our partners build their businesses.
Regardless of our partners’ size, we recognize and reward them
for the important role they play in helping us win business.

Throughout the year, we made investments in e-commerce,
sales management, and enterprise marketing. We enhanced our
online lead management and technical support tracking. We
restructured our sales force to improve enterprise selling and
technical engineering skills.

Above all, it is the dedication and skill of our 4,344 employ-
ees in 36 countries that enables us to thrive in a challenging busi-
ness environment. Our people make me proud every single day.

As a testament to the strength of our team and our brand,
Information Security named Symantec to its “Influence List,”
recognizing us for having the greatest impact on the security
market over the next five years.

As proud as we are about the past year, we are even more
excited about Symantec’s future. Our goal for fiscal 2004 is to
continue serving customer needs while reshaping the competitive
landscape.

In the consumer arena, we will grow our base of individual
users and accelerate our expansion into the small business mar-
ket. We plan to introduce a new anti-spam product, and release
new versions of all of our award-winning products this fall. The
result should be a healthy 20% growth for the year.

On the enterprise side, we continue to enhance and expand

our product portfolio to address the evolving threat environment.
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We will maintain our focus on delivering strong integrated solu-
tions, enhanced manageability, and more comprehensive intrusion
protection. And we will continue to extend our antivirus footprint
around the world.

| believe we have everything we need for Symantec to con-
tinue to be the leader in Internet security. By emphasizing solid
revenue and earnings growth, strong cash flow from operating
activities, and growth in deferred revenue, we can fund our future.
These factors, coupled with the innovation and creativity of our
team, will be important competitive differentiators. | am confident
that with the strong performance of our core business and our
many new opportunities for growth, Symantec will continue to

deliver increasing value to our shareholders in the days ahead.

John W. Thompson

Chairman of the Board and Chief Executive Officer



Revenue by Segment

Revenue by Geography

Enterprise Security — 42%

Enterprise Administration - 15%

Services - 2%

Consumer Products - 41%

United States - 51%

Japan - 8%

Asia Pacific - 5%

Canada - 4%

\

Latin America - 2%

Europe, Middle East, Africa - 30%

Cashflow from Operating Activities (millions)

3,910

Deferred Revenue (millions) Number of Employees

4,344
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THE ENVIRONMENT OF RISK

TODAY, THE SAME CONNECTIVITY BREAKTHROUGHS THAT BRING NEW OPPORTUNITIES
TO PEOPLE AND BUSINESSES ALSO CREATE NEW RISKS.

The rapid adoption of technologies, including wireless networks,
broadband, and instant messaging, opens avenues for new
cyberthreats and new methods of attack. New vulnerabilities are
on the rise, and cybercriminals are faster and more innovative
than ever at exploiting them. The propagation of an attack has
accelerated from days and hours to minutes and seconds. By the
time users find out that a threat exists, they may have already
been hit. At the same time, these threats use ever more auto-
mated and effective methods to attack and propagate, so no single
defensive technology is adequate protection.

As more people interact online with their banks, retailers,
insurance companies, governments, schools, and health care
providers, the divide between individual users and the institution
or enterprise is increasingly blurred. Now institutions must extend

their security concerns to the systems their customers use to
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connect with them. Governments around the world are recognizing
the sensitive nature of the growing amount of information avail-
able online, and are setting regulatory standards to protect it.
Many nations have already passed such regulations in the health
care and financial services industries.

Finally, as technology’s role in the global infrastructure con-
tinues to grow, so do the number of ways an attacker can exploit it.
Within the last year, the number of new vulnerabilities, or “holes”
in software and hardware systems that allow unauthorized access
or the execution of malicious programs, grew more than 80%.

There’s no end in sight to the potential attacks or abuse of the
Internet and connected devices. But there is a way to protect
against the risks of an increasingly connected world—and realize

the opportunities technology has to offer.



THE FUTURE OF SECURITY

WHEN YOU HAVE THE CONFIDENCE TO USE NEW TECHNOLOGIES AND APPLICATIONS SAFELY
AND SECURELY, NEW POSSIBILITIES ARE BORN.

Suddenly an idea that’s been waiting to happen becomes a new
product. A new service. A new way of looking at, and connecting
with, the world. A new way to serve the community. The ability
to see, and seize, new opportunities is a demonstration of this
confidence that comes from security—and Symantec.

Our global customer base includes individuals looking at new
ways to leverage technology at home. Small businesses using
technology to better compete in today’s economy. Multinational
enterprises looking to improve their efficiency and their bottom
line. Educational institutions hoping to offer a richer learning

experience to students. And governments looking for ways to
improve services to their citizens. Symantec is the company with
the breadth of technology, services, and expertise to serve this
wide range of needs—in every corner of the world. We are driving
the future of Internet security.

With our singular focus on security products and services,
we provide early warning, integrated protection, expert response,
and comprehensive management to help our customers appre-
ciate the full potential of a connected world.

piscoVER THE POSSIBILITIES wiTH Us.
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Confidence Begins With Knowledge

Knowledge is power. In the realm of Internet security, what you know can
save millions of dollars potentially lost to downtime or recovery from a
cyberattack. As threats propagate with increasing speed, a proactive
defense based on early warning about vulnerabilities or potential threats
is the best way to prevent an attack.

Symantec helps customers master the first vital line of defense:
knowing about the vulnerabilities most likely to be exploited. We track
vulnerabilities in more than 13,000 product versions from 1,600 ven-
dors, delivering customizable and prioritized alerts that give customers
the most relevant information for their environment.

The good news is that many vendors provide patches or fixes for
these vulnerabilities before an exploit for them begins to circulate. But
because it can be difficult to deploy effective programs to roll out the
patches, many customers can’t stay ahead of the vulnerabilities. For
them, Symantec delivers detailed intelligence on real-time security inci-
dents gathered from more than 19,000 sensors in more than 180 coun-
tries. This completely customizable information provides early warning of
impending attacks, along with mitigation strategies to prevent them.

The Slammer worm is a prime example of Symantec’s response to an
attack that spread across the globe in less than 15 minutes, infecting
systems faster than any previous threat. More than six months before the
attack, Symantec notified our customers of the vulnerability that a threat
such as Slammer could exploit. Customers who acted on our initial notifi-
cation were protected against Slammer when it hit.

As the attack spread, Symantec’s sensor network noted unusual
activity and reported it to our customers in an automated alert. This
early warning allowed customers to determine whether the activity posed
a threat to their networks, and to thwart what later became known as the

Slammer worm.
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THE DOCTOR WILL SEE YOU NOW.

The move toward more secure electronic information sharing has the power to improve PATIENT CARE

and COST-EFFICIENCY.

Patients can access their medical records online—at their convenience. Hospitals can exchange information in ways
that improve responsiveness, quality of care, and patient safety. And doctors can access real-time patient
information from a variety of sources, allowing them to better monitor and prescribe treatments whether they’re at the

bedside or 1,000 miles away.
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coMING SOONTO A HOME NEAR YOU: A SMART NEW CONVERGENCE OF COMPUTERS AND APPLIANCES.

An OPEN, SECURE ENVIRONMENT

can transform a houseful of appliances into technologies that anticipate your needs.
Imagine a refrigerator that not only keeps the milk cold, but actually knows it’s running low and orders it online from the

local grocery store. Or a utility meter that efficiently regulates itself based on energy forecasts and usage trends—and

sends the dishwasher a message to start up at night, when energy consumption rates are at their lowest.
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The Power to Act on What You Know

Knowledge of an impending threat is only as useful as the ability to act
on what you know. As threats become more complex, a firewall at the
perimeter or antivirus on the desktop is not enough to protect critical
assets. Holistic protection requires multiple integrated technologies at all
tiers within the network—gateway, server, and client including desktops,
laptops, handhelds, and any other end-user devices.

Yet the traditional market response has been fragmented, with a
complex web of independent point products providing firewall, antivirus,
intrusion detection, virtual private networking, and content filtering
capabilities. Each of these products must be purchased, installed,
deployed, updated, and managed separately—which can amount to an
inefficient use of resources and an ineffective solution to securing the
environment. Moreover, each of these products generates a bewildering
and uncoordinated array of messages for the end-user to understand and
respond to. With the ongoing shortage of security experts in the market-
place, customers are demanding less complex, more robust solutions
that make it simpler to protect their network environment without com-
promising security.

Symantec answers this critical need by integrating best-of-breed
technologies into single products that enhance security and manageability
while optimizing performance and return on investment. Our integrated
security protection brings together key technologies—including intrusion
detection, firewall, antivirus, virtual private networks, malicious content
detection, and anti-spam filtering—into seamless solutions that can be
deployed at the gateway, server, and client levels of the network. Our
technology also enables centralized configuration, deployment, installa-
tion, signature updates, and policy management. Our approach simplifies
the security environment, reducing the overhead, risk, and administra-
tive headaches so common with a “patchwork” of point products.

Individual consumers and small businesses are ahead of most
enterprises in adopting this philosophy, making Symantec’s integrated
consumer security solution—Norton Internet Security™—one of the
best-selling security products on the market. In the past year, with our
release of the industry’s first integrated client solution and integrated
gateway appliance, Symantec brought this new category to the enterprise
market. We're delivering stronger security—and higher confidence—to
large organizations worldwide.

Symantec 2003 11



WHAT WOULD THE FINANCIAL WORLD LOOK LIKE IF THERE WERE
NO CURRENCY?

What if your buying power were as close as your cell phone?

Before long,a WIRELESS CONNECTION to your bank
may be all you’ll need to purchase everything from a can of soda
to 100 shares of stock.

No cash. No coins. No checks or plastic.

No last-minute runs to the ATM. And while no technology can
eliminate bills, secure technology will make it possible
for bills to automatically “pay themselves” at your request—

through wireless transactions between banks and creditors.

Security Comes From Inside—and Out

Because dozens of new threats and vulnerabilities are discovered every
day, security must be a dynamic process. It requires constant interaction
between the user and the partner they trust to provide around-the-clock
support against emerging threats and impending attacks. The solutions
deployed on a system or throughout a network are only as secure as the
last update. The security partner must have the infrastructure to support
its customers’ ongoing requirements for updates, information, and serv-
ice at all times—even under the pressure of a massive Internet attack.

Symantec provides timely, automatic updates of virus definitions,
intrusion detection signatures, firewall rules, filtering lists, vulnerability
signatures, and correlation engine rules to address emerging threats. Our
security research and response centers provide 24/7 global remediation
support from strategic locations around the world. Our security experts
in each center identify threats, analyze their impact, develop security
updates across Symantec’s broad range of solutions, and work with
customers, as needed, on personalized recovery strategies.

In addition, on an ongoing basis, Symantec conducts empirical
analyses of the more than 30 terabytes of data collected on network-
based attack activity, vulnerability discovery, and malicious code to offer
a reliable source of information about emerging trends in cybersecurity.
Our Internet Security Threat Report provides executives and IT adminis-
trators with benchmarks and guidance to help them evaluate the effec-

tiveness of their current and future security strategies.
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Managing the Information

The sheer volume of information that security products generate
throughout a network complicates today’s security environment. In order
to maintain effective security, this information must be managed and
used to take timely action. Companies must have a way to correlate it,
simplify it, and set priorities for their limited resources.

In an average-sized company, firewall and intrusion detection
devices can generate more than nine million log entries and alerts each
month. Yet an average-sized IT department lacks the manpower to evalu-
ate each of those events to determine the 50 or so that might constitute
a real security threat—or the few that actually require immediate action.

With the introduction of the Symantec™ Security Management
System, Symantec has established the standard for security management
across the enterprise. By embracing a multi-vendor approach and an
open, standards-based architecture, the system leverages our full secu-
rity expertise, partner network, and breadth of technologies and services
to simplify our customers’ enterprise security.

We help our customers collect and consolidate data from Symantec
and third-party protection solutions to maintain a comprehensive view of
all security events across their enterprise. Symantec technology corre-
lates and prioritizes this data to help customers identify and respond
quickly to security breaches.

Symantec technologies also manage enterprise-wide security policy
compliance, automate the discovery of policy deviations and vulnerabili-
ties, conduct security assessments, and deliver an integrated report for
the entire enterprise.

Competent security management requires highly skilled people and
around-the-clock coverage. Not all customers have the resources to
deploy such a thorough system in-house. Symantec has developed a
global network of Security Operations Centers and management consult-
ants to serve customers that prefer to outsource the monitoring and
management of their security infrastructure. Symantec’s Security
Operations Centers in the United States, the United Kingdom, Germany,
and Australia are configured to ensure confidential and highly effective
environments for users, connecting to customers’ in-house emergency

teams through a host of real-time and secure communication vehicles.
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CREATING CONFIDENCE
IN THE FUTURE

Symantec is setting the pace for security innovation with new
products and services that address emerging threats and meet
customers’ evolving needs. During fiscal year 2003, we spent
14% of total revenue on research and development, generating
new ideas and developing next-generation security technologies.
Currently, we're focusing on intrusion prevention and behavior
blocking, application security, security management, and wireless
protection.

Our portfolio of patented innovations continues to grow.
Symantec has been awarded more than 70 patents in a variety
of areas, with a large number of additional patent applications
pending. The patent portfolio covers a variety of technologies and
processes in areas including antivirus, behavior blocking, intrusion
detection/prevention, firewall, security management, software
distribution, compression, encryption, and system utilities.

Knowledge, understanding, expertise, a simpler and smarter
integrated approach—for all these reasons and more, a growing
number of customers count on Symantec as their trusted security
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partner for solutions, services, and information. Both Gartner
Group and IDC recognize Symantec as the largest Internet security
provider, based on product sales. In addition, more than 600 com-
panies around the world look to Symantec to manage their security
environment from one of our six Security Operations Centers.

Symantec customers launch more than 318 million
LiveUpdate™ sessions every day, totaling more than 16 million
megabytes of data transferred, to get the latest protection across
our breadth of solutions. Each day, Symantec’s Web site gets
nearly six million hits on average by customers around the world
looking for comprehensive information about threats and solutions
to address them. We send more than 100 proactive alerts a week
to our customers, notifying them of possible threats to their envi-
ronments. So our customers can spend less time worrying about
security, more time pursuing new opportunities.

At Symantec, it is our experience that when you give people
the security they need to have pure confidence in a connected
world, the possibilities are endless.
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Forward-looking Statement

This annual report contains forward-looking statements, including forecasts of future revenue and earnings, expected activities, and other financial and business results that involve
known and unknown risks, uncertainties, and other factors that may cause our actual results, levels of activity, performance, or achievements to differ materially from results expressed
or implied by this annual report. Such risk factors include, among others: the sustainability of recent growth rates, particularly in consumer products; the anticipation of the growth of
certain market segments, particularly enterprise security; the positioning of Symantec’s products in those segments; the competitive environment in the software industry; general market
conditions, fluctuations in currency exchange rates, changes to operating systems and product strategy by vendors of operating systems; and whether Symantec can successfully develop
new products and the degree to which these gain market acceptance. Actual results may differ materially from those contained in the forward-looking statements in this annual report.
Additional information concerning these and other risk factors is contained in the Risk Factors sections of Symantec’s previously filed Form 10-K for the year ended March 28, 2003.
Symantec assumes no obligation to update any forward-looking information contained in this annual report except as otherwise required by law.

Symantec 2003
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Selected Financial Data

The following selected financial data is qualified in its entirety by and « 20/20 Software, L-3 Network Security’s operations and URLabs
should be read in conjunction with the more detailed consolidated during fiscal 2000; and

financial statements and related notes included elsewhere herein. ¢ Quarterdeck, Intel’s and IBM’s antivirus businesses and the
Historical results may not be indicative of future results. operations of Binary Research during fiscal 1999.

During the past five years, we have acquired the following: Each of these acquisitions was accounted for as a purchase and, accord-

. . . o ingly, the operating results of these businesses have been included in
 Riptech, Recourse, SecurityFocus and Mountain Wave during fiscal . X . . . .
our consolidated financial statements since their respective dates of

2003;
acquisition.
e Lindner & Pelc and Foster-Melliar’s enterprise security management
division during fiscal 2002; On August 24, 2001, we divested our Web access management product
e AXENT during fiscal 2001; line. On December 31, 1999, we divested our Visual Café and ACT!

product lines. These product lines have been included in the results of
operations prior to disposition in our Other segment.

Five-Year Summary

Year Ended March 31,

(IN THOUSANDS, EXCEPT NET INCOME (LOSS) PER SHARE) 2003 2002 2001 2000 1999

Statements of Operations Data:

Net revenues $1,406,946 $1,071,438 $853,554 $745,725 $592,628
Amortization of goodwill - 196,806 71,336 17,884 6,175
Acquired in-process research and development 4,700 - 22,300 4,300 27,465
Restructuring, site closures and other 11,089 20,428 3,664 9,018 5,105
Litigation judgment - 3,055 - - 5,825
Operating income 341,512 8,041 109,600 135,203 27,841
Net income (loss) 248,438 (28,151) 63,936 170,148 50,201
Net income (loss) per share - basic $ 1.71 $ (0.200 $ 049 $ 147 $ 044
Net income (loss) per share - diluted $ 154 $ (0200 $ 047 $ 137 $ 043
Shares used to compute net income (loss) per share - basic 145,395 143,604 129,474 115,740 113,202
Shares used to compute net income (loss) per share - diluted 170,718 143,604 136,474 124,428 118,578
March 31,
(IN THOUSANDS) 2003 2002 2001 2000 1999
Balance Sheet Data:
Working capital $1,093,522 $ 988,044 $ 369,184 $319,020 $ 94,036
Total assets 3,265,730 2,502,605 1,791,581 846,027 563,476
Convertible subordinated notes 599,998 600,000 - - -
Other long-term obligations, less current portion 6,729 7,954 2,363 1,553 1,455
Stockholders’ equity 1,764,379 1,319,876 1,376,501 617,957 345,113
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Selected Quarterly Data

We have a 52/53-week fiscal accounting year. Accordingly, we have presented quarterly fiscal periods, comprised of 13 weeks, as follows:

Fiscal 2003 Fiscal 2002
Mar. 31, Dec. 31, Sep. 30, Jun. 30, Mar. 31, Dec. 31, Sep. 30, Jun. 30,
(IN THOUSANDS, EXCEPT NET INCOME (LOSS) PER SHARE; UNAUDITED) 2003 2002 2002 2002 2002 2001 2001 2001
Net revenues $390,039 $375,635 $325,231 $316,041 $310,783  $290,247 $242,372 $228,036
Gross margin 321,814 310,355 264,072 260,589 257,482 237,950 196,894 183,209
Amortization of goodwill - - - - 48,997 49,413 49,416 48,980
Acquired in-process research and development - - 4,700 - - - - -
Restructuring, site closures and other 6,657 (442) (1,179) 6,053 9,005 9,377 - 2,046
Income, net of expense, from sale of
technologies and product lines 2,454 (256) 2,444 2,236 2,257 4,387 4,642 4,520
Net income (loss) 68,143 71,732 51,994 56,569 4,779 100 (11,812) (21,218)
Net income (loss) per share —
basic $ 046 $ 049 $ 036 $ 039 $ 003 $ 000 $ (0.08) $ (0.14)
diluted $ 041 $ 044 $ 033 $ 036 $ 003 $ 000 $ (008 $ (0.14)

Market Information Common Stock

Our common stock is traded on the Nasdaq National Market under

the Nasdaq symbol “SYMC.” The high and low closing sales prices set
forth below are as reported on the Nasdaq National Market. All closing
sales prices have been adjusted to reflect the two-for-one stock divi-
dend, which became effective January 31, 2002.

tion on November 22, 2002 and issued one share of Symantec common
stock for each exchangeable share held. Delrina exchangeable shares
ceased to exist after the redemption. The high and low closing sales
prices set forth below are in Canadian dollars as reported on the
Toronto Stock Exchange prior to November 22, 2002.

Fiscal 2003 Fiscal 2003

Mar. 31, Dec. 31, Sep. 30, Jun. 30, Nov 22, Sep. 30, Jun. 30,

2003 2002 2002 2002 2002 2002 2002

High $47.92 $45.81 $36.11 $41.55 High $72.00 $57.00 $60.51
Low 39.09 29.61 27.67 30.34 Low 47.00 44.00 46.16
Fiscal 2002 Fiscal 2002

Mar. 31, Dec. 31, Sep. 30, Jun. 30, Mar. 31, Dec. 31, Sep. 30, Jun. 30,

2002 2001 2001 2001 2002 2001 2001 2001

High $42.40 $34.88 $25.17 $36.71 High $66.50 $55.25 $37.94 $54.25
Low 31.83 17.39 17.33 19.45 Low 51.00 29.04 25.00 30.00

Delrina exchangeable stock traded on the Toronto Stock Exchange under
the symbol “DE.TO” after our acquisition of Delrina on November 22,
1995. Pursuant to the terms of the exchangeable shares, we called all of

the issued and outstanding exchangeable shares for automatic redemp-

As of March 31, 2003, there were 788 stockholders of record of
Symantec common stock. We have not paid cash dividends in the last
two fiscal years. We presently intend to retain future earnings, if any,
for use in our business, and, therefore, we do not anticipate paying
any cash dividends on our capital stock in the foreseeable future.
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Business Overview

Introduction

Symantec provides a broad range of content and network security soft-
ware and appliance solutions to enterprises, individuals and service
providers. We are a leading provider of client, gateway and server secu-
rity solutions for virus protection, firewall and virtual private network,
security management, intrusion detection, Internet content and email
filtering, remote management technologies and security services to
enterprises and service providers around the world. Founded in 1982,
we have offices in 36 countries worldwide.

Business Segments

We currently view our business in five operating segments: Enterprise
Security, Enterprise Administration, Consumer Products, Services and
Other.

ENTERPRISE SECURITY

Our Enterprise Security segment focuses on providing Internet security
technology, global response and services necessary for organizations to
manage their information security needs. Our comprehensive solutions
offer products to protect gateways, servers, and clients (desktop PCs,
laptops, mobile devices and PDAs) with virus protection and filtering,
firewall security and virtual private networking, or VPN, intrusion detec-
tion, and security management. In addition, we have expanded our tech-
nology offerings to include integrated solutions at the gateway and
client levels, combining several of our individual technology solutions,
and early warning solutions. At the gateway level, our products run on
Windows NT¢ Solaris® and Linux® platforms. Our products at the server
level operate on Windows NT, UNIX, Linux and other key server plat-
forms. At the client level, our products run on the Windows® platform.
Our Enterprise Security segment represented approximately 42%,

42% and 33% of net revenues during fiscal 2003, 2002 and 2001,
respectively.

Virus Protection and Filtering Our virus protection and filtering tech-
nologies combine multi-tier protection against viruses with the manage-
ment of Internet communications for sensitive content or misuse of
data. Users of our virus protection and filtering products are able to
take action to protect their enterprise from risks associated with using
Internet resources. This includes scanning or monitoring data that
enters, leaves or travels inside the organization, as well as detecting and
eliminating malicious code that may be introduced into a company’s
network. Our virus protection and email and Internet content filtering
technologies protect gateways, servers and clients at multiple entry
points from known and unknown threats. Products and services provid-
ing protection from virus attacks represent the most well-known and
largest market component of the enterprise security area.
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Symantec AntiVirus™ offers the flexibility of a bundled, multi-tiered
antivirus solution to protect the enterprise’s network, including Internet
gateways, desktops, file and print servers, mail servers and firewalls.
Symantec AntiVirus also enables corporations to keep their virus defini-
tions up to date by automatically downloading virus definitions through
LiveUpdate™ created by Symantec™ Security Response.

Symantec AntiVirus™ Scan Engine provides fast, scalable, and reliable
virus protection for traffic served through, or stored on, network infra-
structure devices.

Firewalls/VPNs Firewalls provide protection against unwanted intru-
sion while enabling the flow of approved traffic. VPN solutions are
designed to enable employees and business partners to remotely access
an enterprise network in a secure, cost effective manner. We offer fire-
wall and VPN solutions that protect throughout the network, including
at Internet gateways, gateways to sensitive internal networks and at
client devices.

Symantec™ Enterprise Firewall, a gateway software firewall product,
protects enterprise assets and business transactions. As a comprehen-
sive full inspection firewall, Symantec Enterprise Firewall enables fast,
but controlled connectivity, providing protection against unwanted
intrusion while enabling the flow of approved traffic for offices with
25 to 25,000 nodes. This product includes an optional VPN, to provide
high-speed and cost effective remote connectivity between mobile
workers and the office.

Symantec™ Enterprise VPN is a full inspection VPN gateway, enabling
high speed, cost-effective and secure connectivity between offices and
with partners and mobile users. With its integrated, full inspection
ProxySecured VPN technology and integrated client-side personal fire-
wall, companies can securely extend networks beyond their physical
perimeter.

Symantec™ Firewall/VPN appliance is an integrated security and net-
working device that enables secure Internet connectivity and secure
VPN connections between locations. Symantec Firewall/VPN appliance
provides high-speed access, reliable connectivity, substantial bandwidth
and remote management and monitoring, ideal for remote locations and
small offices with up to 40 users.

Symantec VelociRaptor™ firewall appliance is an integrated hardware
and software firewall and VPN appliance that employs our full-inspec-
tion technology to provide fast and secure Internet connectivity.
Symantec VelociRaptor delivers enterprise-class network security for
offices with 30 to 5,000 users.

Intrusion Detection Organizations must protect information from
unwanted users and hackers and control access to information to main-
tain business integrity. At the gateway and server level, our intrusion
detection products monitor systems for patterns of misuse and abuse
and can warn organizations before systems are misused or information
is stolen.



Symantec™ Host Intrusion Detection System helps reduce costly down-
time and maintain business productivity and goodwill by monitoring
systems to detect signs of misuse and prevent security problems.

Symantec Intruder Alert™ is a host-based, real-time intrusion detection
system that detects security breaches and automatically responds to
incidents according to pre-established security policies.

Symantec ManHunt™ delivers advanced intrusion detection, real-time
threat analysis and information organizations need to protect networks
against intrusion and denial of service attacks.

Symantec™ Decoy Server provides early detection of system misuse and
unauthorized access to provide enterprises with cost-effective prioritiza-
tion of threats in an easy-to-deploy, manageable solution.

Security Management At the gateway and server level, our policy
compliance management products find system vulnerabilities and help
to ensure security policy compliance to proactively reduce business
risk. The initial step to reduce corporate risk is to effectively measure
compliance to a business’ security policy and detect vulnerabilities
where critical information resides. It is important to understand the
effectiveness of a security policy in order to properly define, manage
and enforce business policies and assess possible threats.

Symantec Enterprise Security Manager™ enables automated discovery
of security vulnerabilities and deviations from security policies in mis-
sion critical e-business applications and servers across the enterprise
from a single location.

Symantec NetRecon™ provides network vulnerability assessment with
progressive scanning technology. Its unique root-cause analysis engine
helps organizations pinpoint the exact source of vulnerabilities.

Symantec™ Security Management System is a comprehensive solution
allowing for the consolidation of security events, the containment of
security threats and the centralization of security policy enforcement.
Symantec Security Management System is built on an open, inter-
operable framework that enables us and third-party solutions to work
together to provide secure, manageable, and scalable enterprise
security. Symantec Security Management System includes Symantec
Enterprise Security Manager and the following components:

Symantec™ Event Manager for firewall and antivirus provides central-
ized logging, alerting, and reporting across Symantec’s enterprise fire-
wall and virus protection solutions and select key third-party firewall,
antivirus and management products.

Symantec™ Incident Manager centrally identifies, prioritizes, and coor-
dinates resolution of security incidents, helping enterprises maximize
the value of their security technologies, reduce risk, and control costs.

Integrated Solutions An integrated solution combines multiple secu-
rity technologies with management, customer service and support, and
advance research. By combining multiple security functions, integrated
solutions can more efficiently protect against a variety of threats at
each tier to minimize the effects of network attacks.

Symantec™ Gateway Security appliance is a comprehensive gateway
protection solution that combines six essential network security func-
tions in a single, easy-to-manage appliance. The fully integrated unit
allows small- and medium-sized offices to address today’s multi-faceted
security threats with a combination of firewall, antivirus, Web content
filtering, intrusion prevention, intrusion detection, and VPN technologies.

Symantec™ Client Security provides protection at the client against
blended threats, which are threats that are multi-faceted in their oper-
ating methods and effects, by integrating antivirus, firewall and intru-
sion detection technologies through centralized management and
response.

Early Warning Solutions Symantec’s early warning solutions provide
organizations with customized and comprehensive alerts of cyber attacks
worldwide, with countermeasures to prevent attacks before they occur,
enabling them to mitigate risk and manage threats. These solutions are
supported by Symantec™ Security Response, our Internet security
research and support organization.

Symantec DeepSight™ Alert Services deliver personalized vulnerability
and malicious code alerts, providing information to help users mitigate
vulnerabilities before they can be exploited.

Symantec DeepSight™ Threat Management System tracks global secu-
rity threats, providing early warning of active attacks to help protect
critical information assets.

ENTERPRISE ADMINISTRATION

Our Enterprise Administration segment offers products that enable
companies to be more effective and efficient within their information
technology departments. Remote management solutions help profes-
sionals remain productive while away from the office and also provide
companies access to information, applications and data from any loca-
tion. PC management solutions help professionals reduce their total
cost of ownership by providing a full range of management tools for
their software and hardware assets. Our Enterprise Administration seg-
ment represented approximately 15%, 21% and 27% of net revenues
during fiscal 2003, 2002 and 2001, respectively.

Symantec pcAnywhere™ offers secure, reliable, fast and flexible point-
to-point remote computing via a multitude of communications media
including Internet, serial, LAN, ISDN, DSL, cable modems and infrared.
Symantec pcAnywhere enables a remote PC user to control and transfer
data to and from a host PC. In addition, the remote PC, laptop or PC
terminal controls the operation of the often-distant host PC and allows
users at the host machine to view the operations being conducted from
the remote site.

Symantec Ghost™ Corporate Edition is a management solution for PC
deployment, recovery, disk cloning and migration. It reduces informa-
tion technology costs by streamlining the configuration of networked

workstations.
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CONSUMER PRODUCTS

Our Consumer Products segment focuses on delivering our Internet
security and problem-solving products to individual users, home offices
and small businesses. The segment’s charter is to ensure that our cus-
tomers and their information are secure and protected in a connected
world. Most of the products that we are currently marketing or develop-
ing feature LiveUpdate. This feature enables users to easily download
security updates including virus definitions, firewall rules, URL data-
bases and uninstall scripts. Our consumer products run primarily on
Windows and Macintosh® operating systems. Our Consumer Products
segment represented approximately 41%, 35% and 39% of net rev-
enues during fiscal 2003, 2002 and 2001, respectively.

Norton AntiVirus™ removes viruses automatically, protects both email
and instant messages, and updates itself without interrupting work.
The latest virus definitions are downloaded automatically through
LiveUpdate, when the PC is connected to the Internet.

Norton Internet Security™ is a fully integrated suite that provides pro-
tection from viruses, hackers, and privacy threats. The suite includes
Norton AntiVirus, Norton™ Personal Firewall, Norton™ Parental Control
and Norton™ Spam Alert. Norton Personal Firewall continuously hides
PCs from hackers, blocks online intrusions automatically and safeguards
confidential information. Norton Parental Control shields children from
objectionable Web sites and Norton Spam Alert blocks unwanted email.

Norton SystemWorks™ is a fully integrated suite of problem-solving
utilities that protects PC and Macintosh users from virus threats, opti-
mizes performance, fixes and prevents problems, recovers from system
failures, cleans out Internet clutter and keeps dial-up connections active
when on-line. Included in this suite are the latest complete versions of
our products: Norton AntiVirus, Norton Utilities™ and Norton
CleanSweep™

SERVICES

Enterprise Security Services provide information security solutions
that incorporate best-of-breed technology, security best practices

and expertise and global resources to help enable e-business success.
Through its comprehensive offerings, Enterprise Security Services
deliver holistic security assessments, planning and implementation,
proactive solutions for security management and response and knowl-
edge transfer to develop internal security skills. Our Services segment
represented approximately 2%, 1% and less than 1% of net revenues
during fiscal 2003, 2002 and 2001, respectively.
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Symantec™ Managed Security Services delivers security monitoring,
management, and response to enhance an organization’s information
security posture and help defend against emerging threats. We provide
24x7 real-time services from our global security operations centers
located in Alexandria, Virginia; San Antonio, Texas; Sydney, Australia;
Twyford, United Kingdom; and Berlin, Germany.

In collaboration with our partners, Symantec™ Consulting Services
implements and maintains comprehensive, customized security solu-
tions that enable organizations to establish and maintain a more secure
business environment.

Symantec™ Education Services provides technical product training,
vendor-neutral security education, security certifications and employee
security awareness programs that enable organizations to better protect
vital information.

OTHER

Our Other segment is comprised of sunset products, products nearing
the end of their life cycle, and operations from our Web access manage-
ment product line prior to its disposition in August 2001 and repre-
sented less than 1% of net revenues during each of the fiscal years
2003, 2002 and 2001.

Sales and Marketing

In addition to our direct sales force, we license our enterprise and con-
sumer products through our distributor, corporate reseller, value-added
reseller and system integrator channels.

We sell our consumer products to individuals and small offices/home
offices around the world through a multi-tiered distribution network.
Our products are available to customers through channels that include:
distributors, retailers, direct marketers, Internet-based resellers or
“e-tailers,” original equipment manufacturers, educational institutions
and Internet service providers. We also sell some of our products and
product upgrades through direct mail/email and over the Internet, in
conjunction with channel partners.

We maintain distribution relationships with major independent distribu-
tors. Our indirect sales force works closely with our major distributor
and reseller accounts to manage the flow of orders, inventory levels and
sales to customers. We also work closely with them to execute channel
marketing promotions and other cooperative marketing activities.

Our agreements with distributors are generally nonexclusive and may be
terminated by either party at any time without cause. These distributors
are not within our control and are not obligated to purchase products
from us. They also distribute other vendors’ product lines.

Distributors that accounted for more than 10% of net revenues included
Ingram Micro Inc. (26%, 23% and 26% during fiscal 2003, 2002 and
2001, respectively) and Tech Data Group (15% and 11% during fiscal
2003 and 2002, respectively).



Our marketing activities include:

advertising in trade, technical and business publications;

on-line advertising;

radio broadcast advertising;

public relations;

targeted customer communications through the Symantec Web
site, including regularly scheduled Web-based seminars and online
newsletters;

cooperative marketing with distributors, resellers and industry
partners;

direct mailings and emailings to existing end-users and prospects;

the use of tools such as trialware and Symantec™ Security Check,
a Web-based tool for users to assess the security vulnerabilities
on their computers (consumer only);

participation in focused trade and computer shows, sponsorship
of security analyst conferences, and execution of Symantec road
shows, seminars and user group conferences; and

primary market research to understand evolving customer needs
and buying behaviors.

For our consumer products, we typically offer two types of rebate
programs within most countries: volume incentive rebates to channel
partners and promotional rebates to end-users. The distributor or
reseller earns a volume incentive rebate primarily based upon their

sale of products to end-users. From time to time, we also make rebates
available to individual users of various products acquired through major
retailers. We regularly offer upgrade rebates to existing customers pur-
chasing a new version of a product. Both volume incentive rebates and
end-user rebates are accrued as an offset to revenue when revenue is
originally recorded.

International Sales

Revenues from sales outside of the United States represented approxi-
mately 49%, 47% and 48% of our net revenues during fiscal 2003,
2002 and 2001, respectively. Our international revenues consisted of
sales primarily in the Europe, Middle East and Africa, or EMEA, region
and sales from these regions collectively represented approximately
30%, 27% and 27% of our net revenues during fiscal 2003, 2002 and
2001, respectively.

The majority of our net revenues from EMEA are derived from sales by
affiliates of our major United States distributors. Additionally, we sell
our products through authorized distributors, which may be restricted
to specified territories. For most of our consumer products, we translate
the documentation, software and packaging into the local language and
prepare marketing programs for each local market.

We have marketing offices in Australia, Austria, Belgium, Brazil, Canada,
China, Czech Republic, Denmark, Finland, France, Germany, Hong Kong,
Hungary, India, Ireland, Israel, Italy, Japan, Malaysia, Mexico, the
Netherlands, New Zealand, Norway, Poland, Russia, Saudi Arabia,
Singapore, South Africa, South Korea, Spain, Sweden, Switzerland,
Taiwan, Turkey, United Arab Emirates and the United Kingdom. These
local offices facilitate our marketing and distribution in international
markets. Our international operations are subject to various risks com-
mon to international operations, including but not restricted to:

government regulations;

export and import restrictions;

currency fluctuations;

repatriation restrictions; and

in some jurisdictions, reduced protection for our copyrights
and trademarks.

Symantec Security Response

Symantec™ Security Response is a team of dedicated intrusion experts,
security engineers, virus hunters and global technical support teams
that work in tandem to provide extensive coverage for enterprises and
consumers. Symantec Security Response provides customers with com-
prehensive, global, 24x7 Internet security expertise to guard against
today’s blended Internet threats, which are threats that are multi-
faceted in their operating methods and effects.

Symantec Security Response addresses blended threats by providing a
thorough analysis of Internet security threats, evaluating how threats
work together, then offering recommendations on protection. This
allows us to respond to complex security threats in a more holistic,
preventive manner. A Symantec Security Response analysis can show
how multiple threats work together, how this could impact a customer,
and how to protect against these threats.

Symantec Security Response delivers knowledgeable, proactive security
protection through product security policies and best practice guide-
lines that can be updated and distributed through automated processes.
Additionally, Symantec Security Response provides rapid reactive secu-
rity protection through its incident response program, including emer-
gency antivirus signatures, definitions and policies, as well as outbound
communications such as alerting services.

Symantec Security Response not only provides time-sensitive security
advisories using Web updates, but also provides alerting services, tech-
nical support and media alerts. Symantec Security Response is commit-
ted to educating the general public about key security threats and
trends through published white papers and speaking engagements
worldwide.
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RESEARCH CENTERS

The research centers for Symantec Security Response are focused

on collecting and analyzing the latest malware threats, from network
security threats and vulnerabilities to viruses and worms. When a

new threat or vulnerability is discovered, Symantec Security Response
experts provide rapid emergency response, focusing on communication
with customers and delivery of security updates for our security prod-
ucts. Research centers are located around the world, including the
United States, Asia Pacific, Australia and Europe.

To ensure that customers are utilizing the most recent technologies
available for addressing security issues, Symantec Security Response
experts leverage our sophisticated back-end product architecture. This
architecture allows users to receive the latest security updates—includ-
ing intrusion detection signatures and virus definitions—automatically
in the event of a new security threat or outbreak. LiveUpdate technology
simplifies and speeds the process of receiving and implementing secu-
rity updates for our security product offerings at the server, gateway
and desktop levels.

TECHNICAL SUPPORT

With more than 300 experts in Internet security and desktop and net-
work management, our global technical support team is available
around the clock. Our technical support experts provide customers with
information on product implementation and usage, as well as counter-
measures and identification tools for new threats.

We maintain centralized support facilities throughout the world to drive
rapid response to complex queries. Support is available in multiple lan-
guages, including Dutch, English, French, German, Italian, Japanese,
Korean, Mandarin, Portuguese and Spanish.

ENTERPRISE SECURITY SUPPORT

Our enterprise security support program offers annual support con-
tracts to all enterprise customers worldwide. Our standard annual sup-
port contracts provide 1) unlimited hot-line service delivered by tele-
phone, fax, email and over the Internet; 2) immediate patches for severe
problems; 3) periodic software updates; 4) access to our technical
knowledge base and FAQ facility; and 5) an invitation to the annual user
group meeting. Inclusive in these standard annual support contracts
are virus definitions and intrusion detection signatures created by
Symantec Security Response. Customers may augment their standard
annual support contract with services such as 24x7 telephone and Web
support, advanced alerting services, additional designated callers (con-
tacts) and additional language support, as well as a Technical Account
Manager, assigned to work closely with an organization and act as a
focal point for all issues.
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CONSUMER PRODUCT SUPPORT

Our consumer product support program provides free self-help online
services to all consumer customers worldwide, as well as free email
support. A team of product experts, editors and language translators
are dedicated to maintaining the robustness of the online knowledge
base. Generally, telephone product support is provided for a fee. For
customers that subscribe to them, the latest virus definitions and appli-
cation bug fixes and/or patches for most of our currently marketed and
developed products are downloaded automatically through LiveUpdate,
created by Symantec Security Response.

We revise these fee-based support programs from time to time as
customer requirements change and as market trends dictate. These
programs may vary slightly by region.

Recent Acquisitions and Divestitures

ACQUISITIONS

Since our initial public offering on June 23, 1989, we have completed

acquisitions of 29 businesses.

Our recent acquisitions included:

* Riptech, Inc., Recourse Technologies, Inc., SecurityFocus Inc.,
and Mountain Wave, Inc. in the September 2002 quarter;

¢ Lindner & Pelc Consult GmbH and Foster-Melliar Limited’s
enterprise security management division in the September 2001
quarter; and

« AXENT Technologies, Inc. in the December 2000 quarter.

We accounted for each of these acquisitions as a purchase and, accord-
ingly, we have included the operating results of these businesses in our
consolidated financial statements subsequent to their respective dates
of acquisition. We also have acquired several other businesses in the
past, including Peter Norton Computing, Inc. on August 31, 1990. We
continue to use the Norton brand name for certain consumer products
developed and marketed by us.

In April 2003, we purchased certain assets related to Roxio Inc.’s
GoBack computer recovery software business. In addition, we entered
into an agreement in May 2003 to acquire Nexland, Inc., a technology
driven Internet security company whose Internet Protocol based net-
working appliances are installed at enterprise branches and telecom-
muter offices worldwide.

DIVESTITURES

We divested our Web access management product line on August 24,
2001. We have included the operating results of this product line prior
to disposition in our Other segment.



Product Development, Partnerships, Investments
and Acquisitions

We use a multiple product sourcing strategy that includes:

¢ internal development;
¢ licensing from third parties;
¢ investment in companies; and

¢ acquisitions of technologies, product lines or companies.

We develop software products that are designed to operate on a variety
of operating systems. We typically develop new products and enhance-
ments of existing products through focused product development
groups. Each product development group is responsible for its own
design, development, documentation and quality assurance. Our
research and development expenditures for each of the last three years
are further discussed under “Management’s Discussion and Analysis

of Financial Condition and Results of Operations — Research and
Development Expenses.”

Independent contractors are used for aspects of the product develop-
ment process. In addition, elements of some of our products are
licensed from third parties.

We invest in companies with emerging technologies and companies that
promote the sale and use of our products and services. These invest-
ments are made in lieu of an acquisition when timing is inappropriate or
when the business models and sectors fall out of our strategic require-
ments. We pursue investments which we believe will be complementary
and can enhance both financial returns and market growth.

We use strategic acquisitions as necessary to provide certain technol-
ogy, people and products for our overall product and services strategy.
We consider both timeliness to market and potential market share
growth when evaluating acquisitions of technologies, product lines or
companies. We have completed a number of acquisitions of technolo-
gies, companies and products in the past, and have also disposed of
technologies and products. We may acquire and/or dispose of other
technologies, companies and products in the future.

Competition

Our markets are intensely competitive and are subject to rapid changes
in technology. They are influenced by the constant change in Internet
security threats and the strategic direction of major software and oper-
ating system providers, network equipment and computer hardware
manufacturers, Internet service providers, application service providers
and key application software vendors. Our competitiveness depends

on our ability to deliver products that meet our customers’ needs by
enhancing our existing solutions and services and offering reliable, scal-
able and standardized new solutions on a timely basis. We have limited
resources, and as a result, we must deploy our available resources
thoughtfully. The principal competitive factors in our Enterprise Security
and Administration and Consumer Products segments are quality,
employment of the most advanced technology, time to market, price,

reputation, financial stability, breadth of product offerings, customer
support, brand recognition, and sales and marketing teams. In our
Services segment, the principal competitive factors include technical
capability, customer responsiveness, price, ability to attract and retain
talented and experienced personnel, financial stability, and reputation
within the industry.

In the enterprise security and administration market, we compete
against many companies who offer competing products to our technol-
ogy solutions and competing services to our response and support. In
the area of antivirus and filtering products, some of the companies we
compete against are Computer Associates, Network Associates, Sophos,
Trend Micro, and WebSense. In addition, Microsoft has announced its
intent to sell stand-alone antivirus products. In the area of firewall and
VPN, some of the companies we compete against are Checkpoint, Cisco,
NetScreen, SonicWALL and Watchguard. In the area of intrusion detec-
tion and security management, some of the companies we compete
against are Bindview, Internet Security Services and NetlQ. In the area
of remote management and cloning, some of the companies we compete
against are Altiris, Laplink and PowerQuest. In addition, we face indirect
or potential competition from operating system providers and network
equipment and computer hardware manufacturers, who provide or may
provide various security solutions and functions in their current and
future products. These competitors have significant advantages due to
their ability to influence or control the computing platforms, security
layers and network tiers on or in which security products operate. In
addition, these competitors generally have significantly greater finan-
cial, marketing or technological resources than we do. We believe that
our ability to compete in the enterprise security and administration
market going forward depends in part on providing simplified, solution-
oriented offerings that address multiple aspects of enterprise security.

Some of the companies that offer competing products to our Consumer
Products offerings include Internet Security Services, Kroll, Network
Associates, Norman, Panda, Trend Micro and ZonelLabs. With the recent
outbreaks of viruses and other Internet-based security threats, several
other companies have entered the market and may become significant
competitors in the future.

Our Enterprise Security Services compete with companies such as
Counterpane, IBM, Internet Security Services and Ubizen.

Price competition is intense with most of our products and services.
We expect price competition to continue to increase and become even
more significant in the future, which may reduce our profit margins.

We also face competition from a number of other products that offer
levels of functionality different from those offered by our products, or
that were designed for a somewhat different group of end-users than
those targeted by us. Microsoft has added security features to new ver-
sions of its operating system products that provide some of the same
functions offered in our products, and has recently announced the
acquisition of antivirus technology, which creates the possibility that it
will include antivirus functions in future versions of its operating system
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products. In addition, vendors of other operating systems, such as Red
Hat® Linux, Solaris and Unix-based operating systems, may also incorpo-
rate some of the advanced utilities or other functionality offered in our
products. While we plan to continue to improve our products with a view
toward providing enhanced functionality over that provided in current
and future operating systems, these efforts may be unsuccessful and
any improved products may not be commercially accepted by users. We
will also continue to attempt to cooperate with operating system ven-
dors to make our products compatible with those operating systems,
while at the same time, differentiating our utility products from features
included in those operating systems. Our efforts in this regard may be
unsuccessful.

The demand for some of our products, including those currently under
development, may decrease if, among other reasons:

* Microsoft includes additional product features in future releases of
Windows;

hardware vendors, including Cisco, incorporate additional server-
based network management and security tools into network operat-
ing systems; or

Microsoft, network equipment or computer hardware manufacturers
license products from our competitors for inclusion in their operating
systems or products or develop or acquire technology or products
that provide functionality directly competitive with our product and
service offerings.

In addition, we compete with other computer software companies, oper-
ating system providers and network equipment and computer hardware
manufacturers for access to retail distribution channels and for the
attention of customers at the retail level and in corporate accounts.

We also compete with other software companies, operating system
providers and network equipment and computer hardware manufactur-
ers to acquire products or companies and to publish software developed
by third parties.

Some of our existing and potential competitors have greater financial,
marketing or technological resources than we do. We believe that
competition in the industry will continue to intensify as other major
software companies expand their product lines into additional product
categories, and as operating system providers and network equipment
and computer hardware manufacturers attempt to leverage their
strengths at the computing platform, security layer and network tier
to compete more aggressively in the market for security solutions.
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Manufacturing

Our product development groups produce a set of master CD-ROMs or
diskettes and documentation for each product that are then duplicated
or replicated and packaged into products by our logistics organization.
Purchasing of all raw materials is done by Symantec personnel in our
Cupertino, California and Dublin, Ireland facilities for products manufac-
tured in those areas. All of our domestic manufacturing and order fulfill-
ment is performed by an outside contractor under the supervision of our
domestic logistics organization. The manufacturing steps that are sub-
contracted to outside organizations include the replication of CD-ROMs,
printing of documentation materials and retail boxes, and assembly of
the final packages. For most products distributed outside of North and
South America, our Dublin, Ireland manufacturing facility performs
diskette duplication, assembly of the final packages, and order fulfill-
ment. Our Dublin, Ireland manufacturing facility also subcontracts to
outside organizations for the replication of CD-ROMs and printing of
documentation materials and retail boxes.

Intellectual Property

We regard our software as proprietary. We attempt to protect our
software technology by relying on a combination of copyright, patent,
trade secret and trademark laws, restrictions on disclosure and other
methods. In particular, we have a substantial number of registered
trademarks and currently hold a substantial number of patents in the
United States, as well as patent holdings in other countries, that expire
at various times over the next twenty years. We have also filed several
other applications for patents and trademarks in order to protect
proprietary intellectual property that we believe are important to our
business. We also license some intellectual property from third parties
for use in our products.

We face a number of risks relating to our intellectual property, including
unauthorized use and unauthorized copying or “piracy” of our software
solutions. Litigation may be necessary to enforce our intellectual prop-
erty rights, to protect trade secrets or trademarks or to determine the
validity and scope of the proprietary rights of others. Patents that have
been issued to us could be determined to be invalid and may not be
enforceable against competitive products in every jurisdiction. Further-
more, other parties have asserted and may, in the future, assert infringe-
ment claims against us. These claims and any litigation may result in
invalidation of our proprietary rights. Litigation, even if not meritorious,
could result in substantial costs and diversion of resources and manage-
ment attention. In addition, third party licenses may not continue to be
available to us on commercially acceptable terms, or at all.



Employees

As of March 31, 2003, we employed approximately 4,300 people world-
wide, including approximately 2,200 in sales, marketing and related
staff activities (with over 600 employees in our direct sales force),
1,100 in product development, 200 in services and 800 in management,
manufacturing, administration and finance. In connection with the relo-
cation of our Leiden, Netherlands operations to Dublin, Ireland in early
fiscal year 2003, a group of employees in the Leiden facility joined a
union to negotiate the proposed terms of the transfer of operations

to our Dublin facility, focusing primarily on severance benefits for
employees that do not relocate to Dublin. Except for these terminated
employees, no other employees are represented by a labor union. We
believe that relations with our employees are good.

Properties

Our principal administrative, sales and marketing facilities are located
in Cupertino, California. We lease a number of additional facilities for
administrative, marketing, localization and technical support in the
United States, China, Ireland, Japan, the Netherlands, New Zealand

and Taiwan; for administration, marketing and technical support in
Australia, Brazil, India, Malaysia, Singapore, and South Korea; for manu-
facturing in Ireland; and for administration and marketing in Austria,
Belgium, Canada, Czech Republic, Denmark, Finland, France, Germany,
Hong Kong, Hungary, Israel, Italy, Mexico, Norway, Poland, Russia, South
Africa, Spain, Sweden, Switzerland, Turkey, United Arab Emirates and
the United Kingdom.

In March 2003, we terminated our operating lease obligations for four
facilities located in Springfield, Oregon, Newport News, Virginia and two

in Cupertino, California by purchasing the land and buildings for approx-

imately $123.9 million.

We believe that our facilities are adequate for current needs and that
additional or substitute space will be available as needed to accommo-
date any future expansion of our operations.

Statement Regarding Use of Non-GAAP
Financial Measures

In addition to reporting financial results in accordance with generally
accepted accounting principles, or GAAP, we include non-GAAP financial
results in our earnings press releases and presentations to investors.
Our non-GAAP net income and earnings per share presentations gener-
ally exclude acquisition related charges, such as acquired in-process
research and development and amortization of goodwill and other
intangibles, and certain other charges, such as restructurings and site
closures, as well as the tax effects of these items. Our management
believes these non-GAAP measures are useful to investors because they
provide supplemental information that facilitates comparisons to prior
periods. Management uses these non-GAAP measures to evaluate its
financial results, develop budgets and manage expenditures. These
non-GAAP measures may differ from the non-GAAP measures used by
other companies and should not be regarded as a replacement for
corresponding GAAP measures.
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Management’s Discussion and Analysis of Financial Condition and Results of Operations

Overview

We have a 52/53-week fiscal accounting year. Accordingly, all references
as of and for the periods ended March 31, 2003, 2002 and 2001 reflect
amounts as of and for the periods ended March 28, 2003, March 29,
2002 and March 30, 2001, respectively. The fiscal accounting years
ended March 28, 2003, March 29, 2002 and March 30, 2001 each com-
prised 52 weeks of operations. The fiscal accounting year ending April 2,
2004 will comprise 53 weeks of operations, with the extra week coming
in the first quarter of fiscal 2004.

REVENUE RECOGNITION

We derive revenue primarily from sales of packaged software products,
perpetual software license agreements, product maintenance and
services, and recognize this revenue in accordance with Statement of
Position, or SOP, 97-2, Software Revenue Recognition, as modified by
SOP 98-9, and Staff Accounting Bulletin No. 101, Revenue Recognition
in Financial Statements, when the following conditions have been met:

 persuasive evidence of an arrangement exists;

¢ passage of title occurs;

delivery has occurred or services have been rendered;

if applicable, customer acceptance has been received;

collection of a fixed or determinable license fee is considered
probable; and

if appropriate, reasonable estimates of future product returns
have been made.

We sell packaged products, which primarily include consumer products,
through a multi-tiered distribution channel. We defer revenue on all dis-
tribution and reseller channel inventory in excess of specified inventory
levels in these channels. We defer a portion of revenue for product bun-
dled with content updates. This deferred revenue is recognized ratably
over the initial year that such updates are provided. We offer the right
of return of our products under various policies and programs with our
distributors, resellers and end-user customers. We estimate and record
reserves for end-user product returns and channel and end-user
rebates, and we account for these reserves as an offset to revenue.

We enter into perpetual software license agreements mainly for our
enterprise security and enterprise administration products primarily
through indirect sales with distributors and resellers. The license agree-
ments generally include product maintenance agreements, for which
the related revenue is deferred and recognized ratably over the period
of the agreements.

Our services include managed security services, consulting and educa-
tion. We recognize managed security services revenue ratably over the
period that such contracted services are provided. We recognize con-
sulting services revenue as services are performed or upon written
acceptance from customers, if applicable. We recognize education
services revenue as services are performed.
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In arrangements that include perpetual software licenses and mainte-
nance and/or services, and packaged products with content updates
(“multiple elements”), we allocate and defer revenue for the undelivered
items based on vendor-specific objective evidence, or VSOE, of fair value
of the undelivered elements, and recognize the difference between the
total arrangement fee and the amount deferred for the undelivered
items as revenue. Our deferred revenue consists primarily of the
unamortized balance of enterprise product maintenance and consumer

product content updates.

VSOE of each element is based on the price for which the undelivered
element is sold separately. We determine fair value of the undelivered
elements based on historical evidence of our stand-alone sales of these
elements to third parties. If VSOE does not exist for undelivered items
such as maintenance or services, then the entire arrangement fee is
recognized ratably over the performance period.

CRITICAL ACCOUNTING POLICIES

In preparing our consolidated financial statements, we make estimates,
assumptions and judgments that can have a significant impact on our
reported amounts of net revenue, operating income and net income
(loss), as well as on the value of certain assets on our consolidated
balance sheet. We believe that the estimates, assumptions and judg-
ments involved in the accounting policies described below have the
greatest potential impact on our consolidated financial statements, so
we consider these to be our critical accounting policies. See “Summary
of Significant Accounting Policies” beginning on page 48 in the consoli-
dated financial statements for more information about these critical
accounting policies, as well as descriptions of other significant account-
ing policies. We have engaged in discussions with our audit committee
of the Board of Directors regarding the development, selection and

disclosure of our critical accounting policies.

Channel Revenue Deferrals We defer revenue relating to products,
primarily in our Consumer and Enterprise Administration segments,
that we have shipped into our distribution and reseller channels to the
extent that inventory levels are in excess of certain specified inventory
levels for these channels. We defer this revenue as an offset to accounts
receivable. We estimate the excess inventory in these channels by ana-
lyzing channel inventory levels and distribution sell-through trends
obtained from our channel partners, as well as various historical trends
on a product basis. In addition, we consider other factors in assessing
these specified inventory levels, such as product seasonality, current
market conditions, economic trends, existing security threats and timing
of new product releases. On the same basis, we defer the associated
cost of revenues related to the channel revenue deferral. If we made
different judgments or utilized different estimates, material differences
may result in the amount and timing of our net revenues and cost of
revenues for any period presented.

Reserves for Product Returns End-users may return our products,
primarily within our Consumer and Enterprise Administration segments,
through distributors and resellers or to us directly for a full refund
within a reasonably short period from the date of purchase. Our



estimated reserves for such end-user product returns, which are
recorded as an offset to revenue, are based primarily on historical
trends. Our return policy allows distributors and resellers, subject to
certain contractual limitations, to return purchased products in
exchange for new products or for credit towards future purchases.
Product returns by distributors and resellers principally relate to stock
balancing and the replacement of obsolete products. Channel revenue
deferrals, as discussed above, are designed to take into account any
distributor and reseller stock balancing returns. In addition, we fully
reserve for obsolete products in the distribution channels. We also
consider other factors such as the timing of upgrades and new versions
of products, current market conditions, economic trends and changes
in technology. If we made different judgments or utilized different
estimates, material differences may result in the amount and timing
of our net revenues for any period presented.

Reserves for Rebates We estimate and record reserves as an offset to
revenue for channel and end-user rebates, related primarily to products
within our Enterprise Security, Enterprise Administration and Consumer
segments. Our estimated reserves for channel volume incentive rebates
are based on distributors’ and resellers’ actual performance against the
terms and conditions of volume incentive rebate programs, which are
typically entered into quarterly. Our reserves for end-user rebates are
estimated on the terms and conditions of the promotional program,
actual sales during the promotion, amount of actual redemptions
received, historical redemption trends by product and by type of promo-
tional program and the value of the rebate. We also consider current
market conditions and economic trends when estimating our reserve for
rebates. If we made different judgments or utilized different estimates,
material differences may result in the amount and timing of our net
revenues for any period presented.

Allowance for Doubtful Accounts We maintain an allowance for doubt-
ful accounts to reserve for potential uncollectible trade receivables.

We review our trade receivables by aging category to identify specific
customers with known disputes or collectibility issues. We exercise judg-
ment when determining the adequacy of these reserves as we evaluate
historical bad debt trends, general economic conditions in the U.S. and
internationally, and changes in customer financial conditions. If we
made different judgments or utilized different estimates, material differ-
ences may result in additional reserves for trade receivables, which
would be reflected by charges in general and administrative expenses
for any period presented.

Impairment of Long-Lived and Intangible Assets and Goodwill We
evaluate goodwill for impairment in accordance with Statement of
Financial Standards, or SFAS, No. 142, Goodwill and Other Intangibles,
which requires that goodwill no longer be amortized and that goodwill
be tested for impairment annually, or more frequently if events and cir-
cumstances warrant. We performed the initial goodwill impairment test
required by SFAS No. 142 during the June 2002 quarter. We identified
four reporting units, which represent our primary operating segments,
and determined that there was no impairment of goodwill recorded
upon implementation of SFAS No. 142. We completed our annual

goodwill impairment test during the March 2003 quarter and deter-
mined that there was no impairment of goodwill. We will continue to
test for impairment during the fourth quarter of each year, or earlier
if indicators of impairment exist.

We also evaluate long-lived and intangible assets, including property,
equipment, leasehold improvements and acquired product rights, for
impairment whenever events or changes in circumstances indicate that
the carrying amount of an asset may not be recoverable. An impairment
loss would be recognized when the sum of the undiscounted future net
cash flows expected to result from the use of the asset and its eventual
disposition is less than its carrying amount. Such impairment loss would
be measured as the difference between the carrying amount of the asset
and its fair value. Significant judgment is required in the forecasting of
future operating results, which are used in the preparation of projected
cash flows. If we made different judgments or utilized different estimates,
material differences may result in write-downs of net long-lived and
intangible assets, which would be reflected by charges to our operating
results for any period presented.

Restructuring and Site Closures During fiscal 2003 and 2002, we
incurred expenses related to consolidating, moving and relocating vari-
ous groups or sites. In determining the charge related to our excess
facilities, certain estimates were used, such as the ability to sublease
the facilities, the terms of future subleases, broker commissions, costs
of tenant improvements and related exit costs. In developing our esti-
mates, we obtained information from third party leasing agents to cal-
culate anticipated third party sublease income and the vacancy period
prior to finding a sub-leasee. Market conditions will affect our ability to
sublease facilities on terms consistent with our estimates. Our ability
to sublease facilities ahead of schedule or the negotiation of lease terms
resulting in higher or lower sublease income than estimated will affect
our accrual and the related charge for restructuring, site closures and
other expenses. Differences between estimates of related broker com-
missions, tenant improvements and related exit costs may increase or
decrease our accrual upon final negotiation. If we employed different
assumptions regarding these various components of our exit costs, the
costs recorded for any period presented could vary materially from
those actually recorded.

Deferred Income Taxes On a quarterly basis we evaluate our deferred
tax asset balance for realizability. To the extent we believe it is more
likely than not that some portion or all of our deferred tax assets will
not be realized, we will establish a valuation allowance against the
deferred tax assets. Realization of our deferred tax assets is dependent
upon future U.S. taxable income and future taxable income in certain
foreign jurisdictions, as well as our implementation of prudent and
feasible tax planning strategies. Our judgments regarding future prof-
itability may change due to future market conditions, changes in U.S.
or international tax laws and other factors. These changes, if any, may
require possible material adjustments to these deferred tax assets,
resulting in a reduction in net income or an increase in net loss in the
period when such determinations are made.
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RECENT EVENTS

During the September 2002 quarter, we acquired the following four
privately held companies for approximately $375.2 million in cash:

¢ Riptech, Inc., a provider of scalable, real-time managed security
services that protect clients through advanced outsourced security
monitoring and professional services.

Recourse Technologies, Inc., a provider of security threat manage-
ment solutions that detect, analyze and respond to both known and
novel threats, including intrusions, internal attacks and denial of
service attacks.

SecurityFocus Inc., a provider of enterprise security threat manage-
ment systems, providing global early warning of cyber attacks, cus-
tomized and comprehensive threat alerts, and countermeasures to

prevent attacks before they occur.

¢ Mountain Wave, Inc., a provider of automated attack sensing and

warning software and services for real-time enterprise security
operations management.

As a result of these acquisitions, we recorded, as adjusted for revised

estimates related to certain liabilities, approximately $4.7 million for

acquired in-process research and development, $40.5 million for devel-

oped technology and acquired product rights, $307.5 million for good-

will, $4.3 million for other intangibles, $19.3 million for net deferred tax

assets and $7.6 million for tangible assets, net of liabilities.

Results of Operations

The following table sets forth each item from our consolidated state-
ments of operations as a percentage of net revenues and the percent-
age change in the total amount of each item for the periods indicated.

Period-to-Period Percentage
Increase (Decrease)

Year Ended March 31, Compza?'gz Compza?'gtzj
2003 2002 2001 to 2002 to 2001

Net revenues 100% 100% 100% 31% 26%
Cost of revenues 18 18 16 28 48
Gross margin 82 82 84 32 21

Operating expenses:

Research and development 14 15 15 20 29
Sales and marketing 38 40 40 23 25
General and administrative 5 5 5 35 22
Amortization of goodwill - 19 8 (100) 176
Amortization of other intangibles from acquisitions - - - * *
Acquired in-process research and development - - 3 * (100)
Restructuring, site closures and other 1 2 - (46) 458
Litigation judgment - - - * *
Total operating expenses 58 81 71 (6) 42
Operating income 24 1 13 4,147 (93)
Interest income 3 3 4 19 (5)
Interest expense (1) (1) - 131 *
Income, net of expense, from sale of technologies and product lines - 1 2 (56) (24)
Other expense, net - - (3) - *
Income before income taxes 26 4 16 699 (68)
Provision for income taxes 8 7 9 56 (4)
Net income (loss) 18% (3)% 7% 983 (144)

* Percentage change is not meaningful.
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NET REVENUES

Net revenues increased 31% to approximately $1.4 billion during fiscal
2003 from $1.1 billion during fiscal 2002 and 26% to $1.1 billion during
fiscal 2002 from $853.6 million during fiscal 2001. The increase during
fiscal 2003 as compared to fiscal 2002 was due primarily to increased
sales of our consumer products and enterprise security products. The
increased sales of our consumer products and enterprise security prod-
ucts was largely attributable to continuing growth in demand for our
virus protection solutions from large organizations as well as from small
businesses and consumers. From a regional standpoint, the increase
was primarily due to growth in net revenues internationally and, to a
lesser extent, in the United States. Strength in major foreign currencies
during fiscal 2003 also positively impacted our international revenue
growth.

The increase during fiscal 2002 as compared to fiscal 2001 was due pri-
marily to increased sales of our enterprise security products and a sig-
nificant increase in sales of our consumer products during the second
half of fiscal 2002. The increase in enterprise security products during
fiscal 2002 was attributable to a full year of sales related to AXENT solu-
tions as compared to approximately three months during fiscal 2001.
From a regional standpoint, this increase was primarily due to growth in
net revenues in the United States and to a lesser extent in EMEA.

A significant portion of our deferred revenue balance of $331.1 million
as of March 31, 2002 contributed to our total net revenues during fiscal
2003. We anticipate that our deferred revenue balance of $589.6 million
as of March 31, 2003, will also be a significant portion of our net rev-
enues during the first quarter of fiscal 2004.

Segments Our Enterprise Security segment provides organizations with
Internet security technology, global response and services to manage
their information security needs. Our Enterprise Security segment repre-
sented approximately 42%, 42% and 33% of net revenues during fiscal
2003, 2002 and 2001, respectively. Net revenues increased approxi-
mately $138.6 million, or 30%, during fiscal 2003 as compared to fiscal
2002. This increase was primarily due to strong growth in sales of our
virus protection and firewall/VPN product solutions. Net revenues
increased $172.2 million, or 61%, during fiscal 2002 as compared to
fiscal 2001. The increase was primarily due to our first full year of sales
of intrusion detection, security management and firewall product solu-
tions, as a result of our acquisition of AXENT in December 2000, and

in particular, significant growth in sales of virus protection product
solutions.

Our Enterprise Administration segment offers products that enable
companies to be more effective and efficient within their information
technology departments. Our Enterprise Administration segment repre-
sented approximately 15%, 21% and 27% of net revenues during fiscal
2003, 2002 and 2001, respectively. Net revenues decreased approxi-
mately $7.5 million, or 3%, during fiscal 2003 as compared to fiscal
2002 and decreased $8.1 million, or 4%, during fiscal 2002 as com-
pared to fiscal 2001. These decreases were primarily due to a decrease

in sales of our pcAnywhere product, partially offset by growth in our
Ghost Corporate Edition product. We anticipate net revenues from this
segment to comprise a smaller percentage of our overall revenues going
forward.

Our Consumer Products segment provides security and problem-solving
products to individual users, home offices and small businesses. Our
Consumer Products segment represented approximately 41%, 35% and
39% of net revenues during fiscal 2003, 2002 and 2001, respectively.
Net revenues increased approximately $194.1 million, or 52%, during
fiscal 2003 as compared to fiscal 2002. This increase was primarily
related to stronger than expected consumer and small business spend-
ing, which contributed to the increase in sales of our Norton AntiVirus
and Norton Internet Security products. Our electronic distribution chan-
nel, including original equipment manufacturer subscription renewals,
also contributed to the increase in sales during fiscal 2003 as compared
to fiscal 2002. Net revenues increased by approximately $45.8 million,
or 14%, during fiscal 2002 as compared to fiscal 2001. This increase
was primarily related to an increase in sales of our Norton AntiVirus
and Norton Internet Security products, mostly as a result of strong
consumer and small business spending, and an increase in the renewal
subscription pricing of our antivirus products. This increase was offset
by a decline in sales of our Winfax and Macintosh products. We do not
expect our Consumer Product net revenues to grow at as high a rate
during fiscal 2004 as during fiscal 2003.

Our Services segment provides information security solutions that
incorporate best-of-breed technology, security expertise and global
resources. Our Services segment represented approximately 2%, 1%
and less than 1% of net revenues during fiscal 2003, 2002 and 2001,
respectively. Net revenues increased approximately $15.5 million, or
142%, during fiscal 2003 as compared to fiscal 2002. This increase was
primarily related to sales from our managed security services, which
represented approximately $13.8 million of net revenues during fiscal
2003. Net revenues increased approximately $8.6 million, or 378%,
during fiscal 2002 as compared to fiscal 2001, due primarily to the
increase in demand for our consulting services.

Our Other segment is comprised of sunset products and products
nearing the end of their life cycle and represented less than 1% of net
revenues during each of the fiscal years 2003, 2002 and 2001.

International Net revenues outside of the United States represented
approximately 49%, 47% and 48% of net revenues during fiscal 2003,
2002 and 2001, respectively. International net revenues increased by
approximately $188.2 million, or 37%, during fiscal 2003 as compared
to fiscal 2002. This increase in net revenues was primarily the result of
sales growth in EMEA and to a lesser extent in Japan, primarily from
increased sales of our enterprise security and consumer products.
International net revenues increased by approximately $91.6 million,
or 22%, during fiscal 2002 as compared to fiscal 2001. This increase
in net revenues was the result of increased sales in EMEA and Asia
Pacific, primarily from increased sales of our enterprise security and
consumer products.
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Strength in major foreign currencies during fiscal 2003, as compared to
the average major foreign currency rates during fiscal 2002, positively
impacted our international revenue growth by approximately $65.5 mil-
lion. Weakness in major foreign currencies during fiscal 2002, as com-
pared to the average major foreign currency rates during fiscal 2001,
negatively impacted our international revenue growth by approximately
$14.0 million. We are unable to predict the extent to which revenues in
future periods will be impacted by changes in foreign currency rates. If
international sales become a greater proportion of our total sales in the
future, changes in foreign exchange rates may have a potentially greater
impact on our revenues and operating results.

GROSS MARGIN

Gross margin represents net revenues less cost of revenues. Cost of rev-
enues consists primarily of manufacturing expenses, costs for producing
manuals and CDs, packaging costs, royalties paid to third parties under
publishing contracts, costs of services, fee-based technical support
costs and amortization of acquired product rights.

As a percentage of net revenues, gross margin remained flat at approxi-
mately 82% during fiscal year 2003 and 2002 and was 84% during
2001. The decline in gross margins during fiscal 2003 and 2002 as com-
pared to fiscal 2001 was mostly driven by increased amortization of
acquired product rights from our four acquisitions in September 2002
and our acquisition of AXENT in December 2000, along with an increase
in fee-based technical support costs related to increased enterprise
sales. In addition, the costs associated with services increased with the
corresponding increase in services revenue; and our services typically
generate lower gross margins than our software products.

Acquired Product Rights Acquired product rights are comprised of
purchased product rights, technologies, databases and revenue related
order backlog and contracts from acquired companies. During fiscal
2003, we recorded approximately $40.1 million, net in acquired product
rights related primarily to our acquisitions of Riptech, Recourse,
SecurityFocus and Mountain Wave, and during fiscal 2001, we recorded
approximately $86.2 million in acquired product rights in connection
with our acquisition of AXENT.

During fiscal 2003, amortization of acquired product rights totaled
approximately $32.1 million, of which $30.4 million and $1.8 million
was recorded in cost of revenues and income, net of expense, from sale
of technologies and product lines, respectively. During fiscal 2002,
amortization of acquired product rights totaled approximately $32.2
million, of which $31.1 million and $1.1 million was recorded in cost

of revenues and income, net of expense, from sale of technologies

and product lines, respectively. During fiscal 2001, amortization of
acquired product rights totaled $17.3 million and was recorded in cost
of revenues.
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RESEARCH AND DEVELOPMENT EXPENSES

We charge research and development expenditures to operations as
incurred. As a percentage of net revenues, research and development
expenses were 14% during fiscal 2003 and remained flat at 15% during
fiscal 2002 and 2001. Research and development expenses increased
20% to approximately $197.3 million during fiscal 2003 from $164.0
million during fiscal 2002 and 29% to $164.0 million during fiscal 2002
from $126.7 million during fiscal 2001. The increase in research and
development expenses during fiscal 2003 as compared to fiscal 2002
was primarily a result of increased headcount, salary increases,
increased infrastructure related expenditures and increased research
and development expenses associated with the companies that we
acquired during fiscal 2003. The increase in research and development
expenses during fiscal 2002 as compared to fiscal 2001 was primarily a
result of salary increases and other employee related expenses, infra-
structure related expenditures and a full year of AXENT related research
and development expenses as compared to approximately three months
during fiscal 2001.

SALES AND MARKETING EXPENSES

Sales and marketing expenses as a percentage of net revenues were
38% during fiscal 2003 and remained flat at 40% during fiscal 2002
and 2001. Sales and marketing expenses increased 23% to approxi-
mately $525.0 million during fiscal 2003 from $426.0 million during
fiscal 2002 and 25% to $426.0 million during fiscal 2002 from $341.5
million during fiscal 2001. The increase in sales and marketing expenses
during fiscal 2003 as compared to fiscal 2002 was primarily a result of
increased headcount, salary increases, higher commission expenses due
to the increase in sales, increased advertising and promotion expenses,
increased travel and entertainment expenses and increased sales and
marketing expenses associated with the companies that we acquired
during fiscal 2003. The increase in sales and marketing expenses during
fiscal 2002 as compared to fiscal 2001 was primarily related to Enter-
prise Security segment hiring, salary and commission increases, outside
services for consultants and contractors, infrastructure related expendi-
tures, and a full year of AXENT related sales and marketing expenses as
compared to approximately three months during fiscal 2001.

GENERAL AND ADMINISTRATIVE EXPENSES

General and administrative expenses as a percentage of net revenues
remained flat at 5% for each of the fiscal years 2003, 2002 and 2001.
General and administrative expenses increased 35% to approximately
$74.4 million during fiscal 2003 from $55.1 million during fiscal 2002
and 22% to $55.1 million during fiscal 2002 from $45.1 million during
fiscal 2001. The increase in general and administrative expenses

during fiscal 2003 as compared to fiscal 2002 was primarily a result of
increased headcount, salary increases, increased infrastructure related
expenditures, increased legal fees, increased travel and entertainment
expenses and increased general and administrative expenses associated
with the companies that we acquired during fiscal 2003. The increase in



general and administrative expenses during fiscal 2002 as compared to
fiscal 2001 was primarily due to AXENT related general and administra-
tive expenses, salary increases, legal fees, infrastructure related expen-
ditures and bad debt expense, offset by a reduction of other general and
administrative expenses.

AMORTIZATION OF GOODWILL AND OTHER INTANGIBLES
FROM ACQUISITIONS

Amortization of goodwill and other intangibles from acquisitions
decreased 99% to approximately $2.8 million during fiscal 2003 from
$199.0 million during fiscal 2002. This decrease was due to the adop-
tion of SFAS No. 142 on April 1, 2002, under which the carrying values
of goodwill and intangible assets deemed to have indefinite lives are
no longer amortized, but are subject to an annual impairment test.
Amortization of goodwill and other intangibles from acquisitions
increased 173% to approximately $199.0 million during fiscal 2002
from $72.8 million during fiscal 2001. This increase was related prima-
rily to the amortization of goodwill and other intangibles associated with
the acquisition of AXENT in December 2000.

ACQUIRED IN-PROCESS RESEARCH AND DEVELOPMENT EXPENSES

Acquired in-process research and development was $4.7 million during
fiscal 2003, due to the Riptech, SecurityFocus and Recourse acquisitions
in the September 2002 quarter. We recorded no acquired in-process
research and development charges during fiscal 2002. During fiscal
2001, we acquired AXENT and wrote off approximately $22.3 million of
acquired in-process research and development associated with this
acquisition. These write-offs were necessary because the acquired tech-
nologies had not yet reached technological feasibility and there were no
alternative uses.

The efforts required to develop the acquired in-process technology prin-
cipally related to the completion of all planning, design, development
and testing activities that are necessary to establish that the product or
service can be produced to meet its design specifications including fea-
tures, functions and performance. We expect the acquired in-process
technology to be developed into commercially feasible products.
However, there are no assurances that this will occur. If we fail to com-
plete these products in their entirety, or in a timely manner, we may not
continue to attract new users, we may be unable to retain our existing
users and the value of the other intangible assets may become impaired.

We determined the fair value of the acquired in-process technology for
each of the purchases by estimating the projected cash flows related to
these projects and future revenues to be earned upon commercialization
of the products. We discounted the resulting cash flows back to their
net present values. We based the net cash flows from such projects on
our analysis of the respective markets and estimates of revenues and
operating profits related to these projects.

A valuation specialist used our estimates to establish the amount of
acquired in-process research and development to be written off for
these acquisitions during fiscal 2003 and 2001. Actual spending on

these product development projects since our acquisition of the
companies discussed below did not differ materially from the original
assumptions and projections discussed in prior filings.

Riptech The in-process technology acquired in the Riptech acquisition
consisted primarily of research and development related to the fourth
generation of its Caltarian technology, which provides real-time infor-
mation protection through around-the-clock monitoring, analysis and
response. We plan to integrate this technology into our managed secu-
rity services.

SecurityFocus The in-process technology acquired in the SecurityFocus
acquisition consisted primarily of research and development related to
new versions of DeepSight Threat Management System and DeepSight
Analyzer products, which are threat management systems that provide
early warnings of attack, as well as countermeasures to defend these
attacks. We plan to integrate this technology into our security manage-
ment products.

Recourse The in-process technology acquired in the Recourse acquisi-
tion consisted primarily of research and development related to new
versions of ManHunt, a network intrusion detection system. We plan to
integrate this technology into our intrusion detection products.

AXENT The in-process technology acquired in the AXENT acquisition
consisted primarily of research and development related to the next
generation of ESM, Intruder Alert, Raptor Firewall, Webthority and other
projects. AXENT’s research and development was focused on providing
more robust features in its development of these next generation prod-
ucts. We have added these projects to our product offerings, with the
exception of Webthority, which was divested with our Web access man-
agement product line in August 2001.

RESTRUCTURING, SITE CLOSURES AND OTHER

Restructuring, site closures and other were approximately $11.1 million,
$20.4 million and $3.7 million during fiscal 2003, 2002 and 2001,
respectively. During fiscal 2003, we recorded approximately $8.7 million
for costs of severance, related benefits and outplacement services pri-
marily associated with the relocation of our Leiden, Netherlands opera-
tions to Dublin, Ireland, the relocation of certain development, sales and
finance activities, the outsourcing of our North American and European
consumer support functions, the realignment of certain worldwide mar-
keting efforts, and the reduction in operations in San Antonio, Texas.

As a result, we terminated 424 employees. In addition, we recorded
approximately $3.5 million for exit costs associated with the consolida-
tion of certain facilities in the United States. These expenses were offset
by a net reduction in expenses of approximately $1.1 million, due prima-
rily to revised estimates of certain fiscal 2002 facility related expenses.

During fiscal 2002, we incurred expenses related to consolidating
smaller sites into a larger facility in Newport News, Virginia, consolidat-
ing most of our United Kingdom facilities to Maidenhead, UK, consoli-
dating our European support functions by moving our Leiden,
Netherlands facility to Dublin, Ireland and relocating our North
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American support group to Springfield, Oregon. As a result, we recorded
approximately $17.8 million for exit costs, including $12.8 million in
rent and related exit costs remaining on the abandoned facilities and
$5.0 million in related abandoned fixed asset and leasehold improve-
ment write-offs. In addition, we recorded approximately $2.6 million for
costs of severance, related benefits and outplacement services, as we
reorganized various operating functions, including former AXENT opera-
tions, and terminated 87 employees.

During fiscal 2001, we reorganized various operating functions, includ-
ing a portion of our operations in Toronto. We terminated 60 employees
and ten members of our senior management, and as a result, we
recorded approximately $3.7 million for costs of severance, related ben-
efits, outplacement services and abandonment of certain equipment.

LITIGATION JUDGMENT

During the March 2002 quarter, we accrued litigation expenses of
approximately $3.1 million for post-judgment interest and other costs
related to a judgment by a Canadian court on a decade-old copyright
action assumed by us as a result of our acquisition of Delrina
Corporation. There was no corresponding accrual during fiscal 2003
or fiscal 2001.

OPERATING INCOME

Operating income was approximately $341.5 million, $8.0 million and
$109.6 million during fiscal 2003, 2002 and 2001, respectively. The
primary factor in the increase between fiscal 2002 and 2003 was our
adoption of SFAS No. 142. As a result, in fiscal 2003, we recorded no
amortization of goodwill, compared with a charge of $196.8 million dur-
ing fiscal 2002. In addition, strength in major foreign currencies during
fiscal 2003, as compared to the average major foreign currency rates
during fiscal 2002, positively impacted our operating income growth by
approximately $19.9 million. Weakness in major foreign currencies dur-
ing fiscal 2002, as compared to the average major foreign currency rates
during fiscal 2001, negatively impacted our operating income growth
by approximately $12.1 million. We are unable to predict the extent to
which operating income in future periods will be impacted by changes
in foreign currency rates.

INTEREST INCOME, INTEREST EXPENSE AND OTHER EXPENSE, NET

Interest income was approximately $37.7 million, $31.7 million and
$33.3 million during fiscal 2003, 2002 and 2001, respectively. The
increase was due to higher average invested cash balances during fiscal
2003 as compared to fiscal 2002. Although interest income was rela-
tively flat during fiscal 2002 and fiscal 2001, average cash balances
were higher during fiscal 2002 as compared to fiscal 2001, which was
offset by a decrease in average interest rates.

Interest expense was approximately $21.2 million and $9.2 million dur-
ing fiscal 2003 and 2002, respectively, nearly all of which was related to
the issuance of $600.0 million of 3% convertible subordinated notes in
October 2001. Interest expense was not significant during fiscal 2001.
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Other expense, net of approximately $1.3 million and $0.6 million

during fiscal 2003 and 2002, respectively, was primarily comprised of
net losses from non-functional currency transactions. Other expense,
net was approximately $22.5 million during fiscal 2001 and consisted

primarily of impairment charges on our equity investments.

INCOME, NET OF EXPENSE, FROM SALE OF TECHNOLOGIES AND
PRODUCT LINES

Income, net of expense, from sale of technologies and product lines was
approximately $6.9 million, $15.5 million and $20.4 million during fiscal
2003, 2002 and 2001, respectively. During fiscal 2003, 2002 and 2001,
income, net of expense, from sale of technologies and product lines was
related primarily to royalty payments received, in connection with the
divestiture of our ACT! product line in December 1999, from Interact
Commerce Corporation, which subsequently merged with The Sage
Group plc. During fiscal 2003, this royalty income was offset by the
write-off of approximately $2.7 million of developed technology related
to the Web access management products that were divested in the
September 2001 quarter.

INCOME TAXES

Our effective tax rate on income before taxes was approximately 32%,
162% and 55% during fiscal 2003, 2002 and 2001, respectively. The
higher effective tax rate in fiscal 2002 and 2001 reflects the non-
deductibility of acquired in-process research and development and
substantially all of the goodwill amortization.

Realization of our net deferred tax asset at March 31, 2003 is depend-
ent primarily upon future U.S. taxable income and our implementation
of tax planning strategies. We believe it is more likely than not that the
net deferred tax assets will be realized based on historical earnings and
expected levels of future taxable income as well as the implementation
of tax planning strategies.

Levels of future taxable income are subject to the various risks and
uncertainties discussed in the Business Risk Factors. An additional valu-
ation allowance against net deferred tax assets may be necessary if it is
more likely than not that all or a portion of the net deferred tax assets
will not be realized. We will assess the need for an additional valuation
allowance on a quarterly basis.

We project our effective tax rate to be 32% for fiscal 2004. This projec-
tion, however, is subject to change due to potential tax law changes and
fluctuations in the geographic distribution of earnings.

LIQUIDITY AND CAPITAL RESOURCES

Our principal source of liquidity is our cash, cash equivalents and short-
term investments as well as the cash that we generate over time from
our operations. Cash, cash equivalents and short-term investments
increased $330.6 million to approximately $1.7 billion at the end of
fiscal 2003 from $1.4 billion at the end of fiscal 2002. This increase is
primarily due to cash provided by operations, net proceeds from the



exercise of stock options and sales of common stock through our
employee stock purchase plan. The cash provided by these factors was
partially offset by cash paid for the companies we acquired during fiscal
2003, capital expenditures and the repurchase of common stock.

Net cash provided by operating activities during fiscal 2003, 2002 and
2001 was approximately $583.9 million, $511.2 million and $324.5 mil-
lion, respectively. During fiscal 2003, net cash provided by operating
activities was comprised primarily of net income of approximately
$248.4 million, net non-cash related expenses of $140.9 million, and
an increase in liabilities, net of assets, of $194.6 million. During fiscal
2002, net cash provided by operating activities was comprised of net
non-cash related expenses of approximately $339.4 million and an
increase in liabilities, net of assets, of $199.9 million, offset by a net
loss of approximately $28.2 million. During fiscal 2001, net cash pro-
vided by operating activities was comprised of non-cash related
expenses of approximately $157.4 million, net income of $63.9 million,
and an increase in liabilities, net of assets, of $103.2 million.

Net trade accounts receivable increased $60.4 million to approximately
$149.7 million as of March 31, 2003 from $89.2 million as of March 31,
2002. The increase in net trade accounts receivable was primarily due
to higher sales in the month of March 2003 compared to the month of
March 2002 and an unusually low net trade accounts receivable balance
at March 31, 2002 as compared to the prior six quarter-end balances. In
prior quarters, we had generated a larger percentage of net revenues
during the last month of each quarter.

Net cash used in investing activities during fiscal 2003, 2002 and 2001
was approximately $756.6 million, $869.3 million and $24.2 million,
respectively. During fiscal 2003, net cash used in investing activities
was comprised primarily of approximately $367.5 million in acquisition
related costs, $194.8 million in net purchases of marketable securities
and other investments and $192.2 million of capital expenditures.
During the March 2003 quarter, we exercised our option to purchase
four of our facilities, previously accounted for as operating leases, for
approximately $123.9 million. During fiscal 2002, net cash used in
investing activities was comprised primarily of approximately $721.7
million in net purchases of marketable securities and other investments,
and $140.9 million of capital expenditures. During fiscal 2001, net cash
used in investing activities was comprised primarily of approximately
$73.4 million of capital expenditures and other investing activities,
offset by $60.2 million in net proceeds from sales of marketable securi-
ties and other investments and $37.4 million in acquired AXENT cash
balances.

Net cash provided by financing activities during fiscal 2003 and 2002
was approximately $73.4 million and $514.1 million, respectively, and
net cash used in financing activities during fiscal 2001 was $198.3 mil-
lion. During fiscal 2003, net cash provided by financing activities was
comprised primarily of approximately $137.7 million in net proceeds
from the exercise of stock options and sales of common stock through
our employee stock purchase plan, offset by $64.3 million for repur-
chases of common stock. During fiscal 2002, net cash provided by

financing activities was comprised primarily of approximately $584.6
million in net proceeds from the issuance of 3% convertible subordi-
nated notes in October 2001 and $133.9 million in net proceeds from
exercise of stock options and sales of common stock through our
employee stock purchase plan, offset by approximately $204.4 million
for repurchases of common stock. During fiscal 2001, net cash used in
financing activities was comprised primarily of approximately $244.4
million for repurchases of common stock, offset by $46.4 million in net
proceeds from exercise of stock options and sales of common stock
through our employee stock purchase plan.

On January 16, 2001, the Board of Directors replaced an earlier stock
repurchase program with a new authorization to repurchase up to
$700.0 million of Symantec’s common stock, not to exceed 30.0 million
shares, with no expiration date. As of March 31, 2003, we had repur-
chased a total of 21.9 million shares under this program at prices rang-
ing from $17.78 to $29.97 per share, for an aggregate amount of
approximately $513.2 million. During fiscal 2003, we repurchased 2.2
million shares at prices ranging from $27.93 to $29.97 per share, for an
aggregate amount of approximately $64.3 million. During fiscal 2002,
we repurchased 9.6 million shares at prices ranging from $17.78 to
$24.50 per share, for an aggregate amount of approximately $204.4
million. During fiscal 2001, we repurchased 10.0 million shares at prices
ranging from $23.04 to $25.58 per share, for an aggregate amount of
approximately $244.4 million.

On October 24, 2001, we completed a private offering of $600.0 million
of 3% convertible subordinated notes due November 1, 2006, the net
proceeds of which were approximately $584.6 million. The notes are
convertible into shares of Symantec common stock by the holders at any
time before maturity at a conversion price of $34.14 per share, subject
to certain adjustments. During fiscal 2003, an immaterial principal
amount of our notes were converted into shares of our common stock.
We may redeem the remaining notes on or after November 5, 2004,

at a redemption price of 100.75% of stated principal during the period
November 5, 2004 through October 31, 2005 and 100% thereafter.
Interest is paid semi-annually, commencing May 1, 2002.

On April 17, 2003, we purchased certain assets related to Roxio Inc.’s
GoBack computer recovery software business for approximately $13.0
million.

Also, on May 13, 2003, we entered into an agreement to acquire
Nexland, Inc., a technology driven Internet security company whose
Internet Protocol based networking appliances are installed at enter-
prise branches and telecommuter offices worldwide, for approximately
$19.6 million. We expect to complete the acquisition in the first quarter
of fiscal 2004.
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The following table displays our contractual obligations as of March 31, 2003:

Payments Due In

Total Fiscal 2005 Fiscal 2007 Fiscal 2009
(IN THOUSANDS) Payments Due Fiscal 2004 and 2006 and 2008 and Thereafter
Convertible subordinated notes $600,000 $ - $ - $600,000 $ -
Operating leases 105,674 31,306 43,105 23,972 7,291
Total contractual obligations $705,674 $31,306 $43,105 $623,972 $7,291

The above table assumes that the convertible subordinated notes will
be paid in cash upon maturity and excludes the balance of our current
liabilities.

We believe that existing cash and short-term investments, cash gener-
ated from operating results and cash from the subordinated convertible
debenture offering will be sufficient to fund operations for at least the
next year.

Newly Adopted and Recently Issued Accounting
Pronouncements

On April 1, 2002, we adopted the provisions of SFAS No. 142, Goodwill
and Other Intangible Assets. Under SFAS No. 142, goodwill and intangi-
ble assets deemed to have indefinite lives will no longer be amortized
but will be subject to an annual impairment test. Other intangibles will
continue to be amortized over their useful lives. In addition, SFAS No.

142 required acquired workforce-in-place to be reclassified as goodwill.

In accordance with SFAS No. 142, we ceased the amortization of good-
will and recharacterized acquired workforce-in-place (and the related
deferred tax liability) as goodwill on April 1, 2002. We also performed
the initial goodwill impairment test required by SFAS No. 142 during the
June 2002 quarter. We identified four reporting units, which represent
our primary operating segments, and determined that there was no
impairment of goodwill recorded upon implementation of SFAS No. 142.
We completed our annual goodwill impairment test during the March
2003 quarter and determined that there was no impairment of goodwill.
We will continue to test for impairment during the fourth quarter of
each year, or earlier if indicators of impairment exist.

As a result of the discontinuance of the amortization of goodwill existing
as of March 31, 2002, the application of SFAS No. 142 resulted in an
increase in our results of operations of approximately $198.4 million
during fiscal 2003. At March 31, 2003, we had goodwill of approxi-
mately $833.4 million.

On April 1, 2002, we adopted SFAS No. 144, Accounting for Impairment
or Disposal of Long-Lived Assets. SFAS No. 144 supersedes SFAS No.
121, Accounting for the Impairment of Long-Lived Assets and for Long-
Lived Assets to be Disposed Of and elements of APB No. 30, Reporting
the Results of Operations — Reporting the Effects of Disposal of a
Segment of a Business and Extraordinary, Unusual, and Infrequently
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Occurring Events and Transactions. SFAS No. 144 addresses financial
accounting and reporting for the impairment and disposal of long-lived
assets. The adoption of this statement did not have a material impact
on our financial position or results of operations.

In June 2002, the FASB issued SFAS No. 146, Accounting for Costs
Associated with Exit or Disposal Activities. SFAS No. 146 requires that
the liability for a cost associated with an exit or disposal activity be rec-
ognized when the liability is incurred rather than when a commitment is
made to an exit or disposal plan. SFAS No. 146 also establishes that the
liability should initially be measured and recorded at fair value. SFAS
No. 146 became effective for exit or disposal activities that were initi-
ated after December 31, 2002. The adoption of this statement may
result in recognizing the cost of future restructuring activities, if any,
over a period of time rather than in the reporting period that the plan
of restructuring is adopted.

In November 2002, the FASB issued Interpretation No. 45, Guarantor’s
Accounting and Disclosure Requirements for Guarantees, Including
Indirect Guarantees of Indebtedness of Others. Under this Interpretation,
a liability shall be recognized for the fair value of the obligation under-
taken in issuing or modifying guarantees and indemnification agree-
ments after December 31, 2002. Certain of the software licenses that
we have granted contain provisions that indemnify licensees of the soft-
ware from damages and costs resulting from claims alleging that our
software infringes the intellectual property rights of a third party. We
have historically received only a limited number of requests for indemni-
fication under these provisions and have not been required to make
material payments pursuant to these provisions. Accordingly, we have
not recorded a liability related to these indemnification provisions.

As of March 31, 2003, we had no liability associated with any of our
indemnification agreements on our balance sheet.

In January 2003, the FASB issued Interpretation No. 46, Consolidation of
Variable Interest Entities, an Interpretation of ARB No. 51, that provides
guidance for determining when a primary beneficiary should consolidate
a variable interest entity that functions to support the activities of the
primary beneficiary. The effective date of Interpretation No. 46 is the
first interim period beginning after June 15, 2003 for variable interest
entities acquired before February 1, 2003 and immediately to variable
interest entities created after January 31, 2003. In the March 2003
quarter, we purchased four of our facilities that were classified as



operating leases under synthetic lease transactions by purchasing the
land and buildings for approximately $17.9 million and $106.0 million,
respectively. As such, we had no interest in any variable interest entities
as of March 31, 2003.

In May 2003, the FASB issued SFAS No. 150, Accounting for Certain
Financial Instruments with Characteristics of both Liabilities and Equity,
which provides guidance for classification and measurement of certain
financial instruments with characteristics of both liabilities and equity.
SFAS No. 150 is effective for financial instruments entered into or modi-
fied after May 31, 2003, and otherwise is effective at the beginning of
the first interim period beginning after June 15, 2003. The adoption of
this statement will not have an impact on our financial position or
results of operations.

Business Risk Factors

There is uncertainty as to whether or not we will be able to sustain
the growth rates in sales of our products, particularly in consumer
antivirus protection products. During fiscal 2003 and the second half
of fiscal 2002, we experienced a higher than expected rate of growth

in sales of our consumer antivirus protection products, and we expect
that we will not be able to sustain this high growth rate on a consistent
basis. We believe that consumer antivirus sales have been spurred by a
number of factors over the past six quarters, including increased broad-
band connection, increased awareness of security threats to consumer
systems, particularly the well-publicized Code Red, Nimda, Klez,
Opaserv, Yaha, Bugbear, Lovegate and Slammer threats and a reaction
from the September 11, 2001 terrorist attacks. The impact of these
factors is likely to diminish over time, and it is possible that growth
rates in sales of antivirus protection products may decline.

Our efforts to develop and sell appliances and integrated solutions
involve risk. We have recently begun selling appliances in which our
software is embedded with hardware. Because of our limited experience
with the manufacture of appliances, and because our appliances gener-
ate lower gross margins than our software products, our efforts to
develop and sell appliances may not be as successful as we anticipate.
In addition, our strategy for future growth includes integrating our vari-
ous security technologies, management, customer service and support
into a single enterprise security solution. We have begun implementing
this strategy by selling integrated solutions, such as Symantec Gateway
Security and Symantec Client Security. Our integrated solutions may
not achieve market acceptance and may not be able to compete with
solutions either currently in the market or introduced in the future. If
we are unable to achieve market acceptance or compete effectively with
solutions of our competitors, our future net revenues and operating
results could be adversely affected.

Economic and political conditions and conditions affecting the
network security market in particular may have a negative impact on
our revenues and margins. The market for our products depends on
economic conditions affecting the broader network security, Internet
infrastructure and related markets. More generally, the slowdown in the

U.S. economy may hurt consumer demand for our products. On the
enterprise side, the continued slowdown in corporate earnings and
tightening of corporate budgets may cause potential customers to delay
or cancel security projects, reduce their overall or security-specific
information technology budgets, or reduce or cancel orders for our
products. Further, in this environment, customers may experience finan-
cial difficulty, cease operations or fail to budget for the purchase of our
products. This, in turn, may lead to longer sales cycles, price pressures
and collection issues, causing us to realize lower revenues and margins.
In addition, the terrorist acts of September 11, 2001 and the fall-out

of the war in the Middle East have created an uncertain economic and
political environment in many parts of the world, and we cannot predict
the impact of these events, or of any related military action, on our
customers or business.

We face risks associated with our foreign operations. A significant
portion of our manufacturing costs and operating expenses result from
transactions outside of the United States, often in foreign currencies.
Our international sales have been increasing as a percentage of our total
sales and, for the first time during the third and fourth quarter of fiscal
2003, comprised slightly more than 50% of our total sales. In fiscal year
2003, our operating results have been positively affected by changes in
foreign currency rates. Our future operating results will continue to be
subject to fluctuations in foreign currency rates, especially if interna-
tional sales continue to grow as a percentage of our total sales, and we
may be negatively impacted by fluctuations in foreign currency rates in
the future. Our operating results could also be adversely affected by
general uncertainty with each country’s political and economic struc-
ture. In addition, governmental regulation of imports or exports or our
failure to obtain any required export approval of our technologies, par-
ticularly our encryption technologies, could impede our international
sales. In light of recent terrorist activity and political and military insta-
bility internationally, governments could enact additional regulation or
restrictions on the use, import or export of encryption technologies.
Additional regulation of encryption technologies could delay or prevent
the acceptance and use of encryption products and public networks for
secure communications. This might decrease demand for our products
and services.

In addition, the outbreak of Severe Acute Respiratory Syndrome (SARS)
could have an adverse impact on our operations in Asia. If there is a sig-
nificant spread of SARS beyond Asia, other aspects of our operations
could be negatively impacted.

Demand for our products is subject to seasonal trends. Although there
is no assurance this trend will continue, our sales of consumer products
over the last seven years have been seasonal, with higher sales gener-
ally in our December and March quarters. In addition, we anticipate that
sales of enterprise security products may be higher in the March quarter
in the future, as our sales force attempts to close transactions before
the end of our fiscal year. To the extent seasonality makes it more diffi-
cult to predict our revenues and value our business, our stock price may
suffer and the volatility of our stock may increase.
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Introduction and integration of new products and technology may
adversely affect our financial results. We have recently introduced new
products, including newly acquired products and products incorporating
newly acquired technology from our acquisitions. Examples of these
products include ManHunt, Symantec Decoy Server (formerly ManTrap),
DeepSight Threat Management System and DeepSight Alert Services.
These products may not achieve market acceptance and/or may not be
able to compete with products either currently in the market or intro-
duced in the future. If these products do not achieve market success,
we may not achieve operating results that investors and analysts expect
and, as a result, the trading price of our common stock could be
adversely affected.

Increased reliance on sales of enterprise licenses may result in
greater fluctuations in, or otherwise adversely affect, our financial
results. Sales of enterprise licenses through our Enterprise Security
segment represent a major portion of our business. Enterprise licensing
arrangements involve a longer sales cycle than sales through other dis-
tribution channels, require greater investment of resources in establish-
ing the enterprise relationship, may involve greater pricing pressure and
sometimes result in lower operating margins. In recent quarters, the
number of higher dollar-value enterprise license contracts has increased
and our reliance on such contracts in the future may result in increased
uncertainty relating to quarterly revenues. In addition, the timing of the
execution of volume licenses, or their nonrenewal by large customers,
could cause our results of operations to vary significantly from quarter
to quarter and could have a material adverse impact on our results of
operations.

We are dependent upon certain partners to distribute our products
and we would be adversely affected if these relationships terminate or
diminish. A large portion of our enterprise sales is made through value-
added and other resellers, and a large portion of our consumer sales is
made through the retail distribution channel. Reliance on these chan-
nels subjects us to events that cause unpredictability in demand. This
increases the risk that we may not plan effectively for the future, which
could result in adverse operating results in future periods. Our distribu-
tion partners may also offer our competitors’ products. Their decisions
to sell our products are partly a function of pricing, terms and special
promotions offered by our competitors and other factors that we do not
control and cannot predict. Our agreements with partners are generally
nonexclusive and may be terminated by them or by us without cause.
We would be adversely affected if companies in our partner program
chose to sell greater amounts of competitive offerings relative to the
amount they sell of our offerings.

In addition, one of the channels through which we sell our consumer
products is original equipment manufacturers, or OEMs, who bundle
our antivirus and other products with their PCs. We continuously seek
to establish new OEM relationships and, conversely, are subject to
OEMs who bundle our software with their products deciding either to
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discontinue bundling third party security software or to switch to a com-
petitor’s product. When we lose an OEM relationship, our consumer
sales could be adversely affected unless and until we are able to estab-

lish new relationships of similar significance.

Some distribution partners have experienced financial difficulties in the
past. Distribution partners may experience financial difficulties in the
future. If these partners do experience financial difficulties, we may
experience reduced sales or increased write-offs, which would adversely

affect our operating results.

We have grown, and may continue to grow, through acquisitions,
which give rise to a number of risks that could have adverse conse-
quences for our future operating results. We completed four acquisi-
tions during the September 2002 quarter, have announced two addi-
tional acquisitions during fiscal 2004, and will likely pursue future
acquisitions. Integrating acquired businesses has been and will continue
to be a complex, time consuming and expensive process. To integrate
acquired businesses, we must implement our technology systems in the
acquired operations and assimilate and manage the personnel of the
acquired operations. Our success in completing the integration of
acquired businesses may impact the market acceptance of such acquisi-
tions, and our willingness to acquire additional businesses in the future.
Further, the difficulties of integrating acquired businesses could disrupt
our ongoing business, distract our management focus from other oppor-
tunities and challenges, and increase our expenses and working capital
requirements. Our recent acquisitions have resulted in, and acquisitions
we complete in the future may also cause us to recognize, substantial
amounts of goodwill that will be subject to an annual, or if events
require, a more frequent impairment test and other intangible assets
that will be amortized and also subject to impairment testing. In addi-
tion, acquisitions may result in substantial restructuring and other
related expenses and write-offs of acquired in-process research and
development costs. Further, we may need to issue equity or incur addi-
tional debt to finance future acquisitions, which could be dilutive to our
existing stockholders or could increase our leverage. Any of these and
other factors could harm our ability to achieve anticipated levels of prof-
itability from acquired operations or to realize other anticipated benefits

of an acquisition.

Our markets are competitive and our operating results and financial
condition could be adversely affected if we are unable to anticipate or
react to this competition. Our markets are competitive. If we are unable
to anticipate or react to this competition, our operating results could be
adversely affected by reducing our sales or the prices we can charge for
our products. Many of our competitors have significantly lowered, and
may continue to lower, the price of their products and we may have to
do the same to remain competitive. Our ability to remain competitive
depends, in part, on our ability to enhance our products or develop new
products that are compatible with new hardware and operating systems.
We have no control over, and limited insight into, development efforts
by third parties with respect to new hardware and operating systems,
and we may not respond effectively or timely to such changes in the
market. In addition, we have limited resources and we must make



strategic decisions as to the best allocation of our resources to position
ourselves for changes in our markets. We may from time to time allocate
resources to projects or markets that do not develop as rapidly or fully
as we expect. We may fail to allocate resources to third party products,
to markets or to business models that are more successful than we
anticipate.

The trend toward consolidation in the software industry could impede
our ability to compete effectively. Consolidation is underway among
companies in the software industry as firms seek to offer more exten-
sive suites of software products and broader arrays of software and
integrated software and hardware solutions. Changes resulting from
this consolidation may negatively impact our competitive position. In
addition, to the extent that we seek to expand our product lines and
skills and capacity through acquisitions, the trend toward consolidation
may result in our encountering competition, and paying higher prices,
for acquired businesses.

Operating system providers, and network equipment and computer
hardware manufacturers are becoming substantial competitors in the
market for security solutions. These competitors generally have signifi-
cantly greater financial, marketing or technological resources than we
do, and may leverage their strengths at the computing platform, security
layer and network tier levels to compete more aggressively in the mar-
ket for security solutions. Continued development, acquisition, or licens-
ing of security solutions technology or products rights by one or more of
these competitors could negatively impact our competitive position in
the market for security solutions.

For example, the continued inclusion of security, remote access or virus
protection tools in new operating systems and hardware packages could
adversely affect our sales. In particular, the inclusion of features by
Microsoft in future editions of Windows which directly compete with our
products may decrease or delay the demand for certain of our products,
including those currently under development. Additionally, as hardware
vendors incorporate security functions in the network equipment or
integrate security within their network and system management prod-
ucts, the demand may decrease for some of our products, including
those currently under development.

Piracy of our software may have a significant impact on our net rev-
enues. Although we are unable to determine the extent of piracy of our
software products, software piracy may depress our net revenues. While
this would adversely affect domestic revenue, revenue loss is believed
to be even more significant outside of the United States, particularly in
countries where laws are less protective of intellectual property rights.
We engage in efforts to educate consumers on the benefits of licensing
genuine products and to educate lawmakers on the advantages of a
business climate where intellectual property rights are protected, and
we cooperate with the Business Software Alliance in their efforts to
combat piracy. However, such continued efforts may not be successful
in preventing piracy of our products from occurring.

Our software products and Web site may be subject to intentional
disruption. Although we believe we have sufficient controls in place to
prevent intentional disruptions, such as software viruses specifically
designed to impede the performance of our products, we expect to be an
ongoing target of such disruptions. Similarly, experienced computer pro-
grammers, or hackers, may attempt to penetrate our network security or
the security of our Web site and misappropriate proprietary information
or cause interruptions of our services. Uninterrupted online availability
of our Web site is becoming increasingly important as online subscrip-
tion renewals comprise a larger portion of our revenues. Our activities
could be substantially disrupted, and our reputation and future sales
harmed, if these efforts are successful.

Fluctuations in our quarterly operating results have affected our stock
price in the past and could affect our stock price in the future. If our
quarterly operating results or our predictions of future operating results
fail to meet the expectations of analysts and investors, the trading price
of shares of our common stock and of the notes could be negatively
affected. Our quarterly operating results have varied substantially in the
past and may vary substantially in the future depending upon a number
of factors, including:

the timing of announcements and releases of new or enhanced
versions of our products and product upgrades;

the introduction of competitive products;

uncertainty about and customer confidence in the current economic
conditions and outlook;

reduced demand for any given product;

unfavorable fluctuations in foreign currency exchange rates;

seasonality in the end-of-period buying patterns of foreign and
domestic software customers; and

the market’s transition between new releases of operating systems.

Any such volatility may make it more difficult for us to raise capital in
the future or pursue acquisitions that involve issuances of our common
stock or securities convertible or exercisable into our common stock.

In addition to the foregoing factors, the risk of quarterly fluctuations is
increased by the fact that a significant portion of our net revenues has
historically been generated during the last month of each fiscal quarter.
Most resellers tend to make a majority of their purchases at the end of
a fiscal quarter. In addition, many enterprise customers negotiate site
licenses near the end of each quarter. Our reliance on a large portion of
revenue occurring at the end of the quarter and the increase in the dol-
lar value of transactions that occur at the end of a quarter can result in
increased uncertainty relating to quarterly revenues. Due to this end-of-
period buying pattern, forecasts may not be achieved, either because
expected sales do not occur or because they occur at lower prices or on
terms that are less favorable to us. In addition, these factors increase
the chances that our results could diverge from the expectations of
investors and analysts.
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We continue to make substantial changes to our information systems
that could disrupt our business. During fiscal 2002, we began imple-
menting Oracle 11i and a new customer relationship management sys-
tem. We completed the worldwide implementation of Oracle 11i in the
September 2002 quarter. The first four phases of the CRM implementa-
tion occurred in June 2001, February 2002, June 2002 and November
2002, with the remaining implementation phase scheduled for the first
quarter of fiscal 2004. These types of transitions frequently prove dis-
ruptive to the underlying business of an enterprise and may cause us
to incur higher costs than we anticipate. Failure to manage a smooth
transition to the new systems and the ongoing operations and support
of the new systems could materially harm our business operations.

We must effectively adapt to changes in the dynamic technological
environment. We are increasingly focused on the Internet security mar-
ket, which, in turn is dependent on further acceptance and increased
use of the Internet. The following critical issues concerning the use of
the Internet remain unresolved and may affect the market for our prod-
ucts and the use of the Internet as a medium to distribute or support
our software products and the functionality of some of our products:
security; reliability; cost; ease of use; accessibility; quality of service;
and potential tax or other government regulations.

In addition, new technologies, such as wireless devices, are gaining
acceptance. We must adapt to these changing technological demands.
If we are unable to timely assimilate changes brought about by the
Internet and wireless based environments, our future net revenues and
operating results could be adversely affected.

The results of our research and development efforts are uncertain.
We will need to continue to incur significant research and development
expenditures in future periods as we strive to remain competitive. The
length of our product development cycle for new products and product
enhancements has frequently been greater than we originally expected,
and we are likely to experience delays in future product development.
In addition, a portion of our development efforts has not been techno-
logically successful and certain products have not achieved market
acceptance. As a result, the products we are currently developing

or may develop in the future may not be technologically successful,
achieve market acceptance or compete effectively with products of

our competitors.

Product returns may negatively affect our net revenues. Product
returns can occur when we introduce upgrades and new versions of
products or when distributors or retailers have excess inventories,
subject to various contractual limitations. Our return policy allows dis-
tributors, subject to these contractual limitations, to return purchased
products in exchange for new products or credit towards future pur-
chases. End-users may return our products for a full refund within a
reasonably short period from the date of purchase. Future returns could
exceed the reserves we have established for product returns, which
could have a material adverse effect on our operating results.
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We depend on internal communications systems that may be dis-
rupted. Our order management and product shipping centers are
geographically dispersed. A business disruption could occur as a result
of natural disasters or the interruption in service by communications
carriers. If our communications between these centers are disrupted,
particularly at the end of a fiscal quarter, we may suffer an unexpected
shortfall in net revenues and a resulting adverse impact on our operat-
ing results. Communication outages, Internet connectivity disruptions,
and/or increased volumes of electronic distribution transactions may
also cause delays in customer access to our Internet-based services or
product sales.

We are subject to litigation that could adversely affect our financial
results. From time to time, we may be subject to claims that we have
infringed the intellectual property rights of others, or other product lia-
bility claims, or other claims incidental to our business. We are currently
involved in a number of lawsuits. We intend to defend all of these law-
suits vigorously. However, it is possible that we could suffer an unfavor-
able outcome in one or more of these cases. Depending on the amount
and timing of any unfavorable resolutions of these lawsuits, our future
results of operations or cash flows could be materially adversely
affected in a particular period.

Although infringement claims may ultimately prove to be without merit,
they are expensive to defend and may consume our resources or divert
our attention from day-to-day operations. If a third party alleges that we
have infringed their intellectual property rights, we may choose to liti-
gate the claim and/or seek an appropriate license from the third party.

If we engage in litigation and the third party is found to have a valid
patent claim against us and a license is not available on reasonable
terms, our business, operating results and financial condition may be
materially adversely affected.

We must attract and retain personnel in a competitive marketplace.
We believe that our future success will depend in part on our ability to
recruit and retain highly skilled management, sales, marketing and tech-
nical personnel. To accomplish this, we believe that we must provide
personnel with a competitive compensation package, including stock
options. Increases in shares available for issuance under our stock
options plans require stockholder approval in many cases, and institu-
tional stockholders, or stockholders generally, may not approve future
increases. Additionally, the accounting industry has recently determined
that corporations will include a compensation expense in their state-
ment of operations relating to the issuance of employee stock options.
This will most likely become effective in calendar year 2004. As a result,
we may decide to issue fewer stock options and may be impaired in our
efforts to attract and retain necessary personnel. Conversely, issuing a
comparable number of stock options could adversely impact our results
of operations.

Our intellectual property and proprietary rights may not be ade-
quately protected from all unauthorized uses. We regard our software
and underlying technology as proprietary. We seek to protect our propri-
etary rights through a combination of confidentiality agreements and



copyright, patent, trademark and trade secret laws. Third parties may
copy aspects of our products or otherwise obtain and use our propri-
etary information without authorization or develop similar technology
independently. All of our products are protected by copyright laws, and
we have a number of patents and patent applications pending. We may
not achieve the desired protection from, and third parties may design
around, our patents. In addition, existing copyright laws afford limited
practical protection. Furthermore, the laws of some foreign countries

do not offer the same level of protection of our proprietary rights as the
laws of the United States, and we may be subject to unauthorized use of
our products. Any legal action that we may bring to protect proprietary
information could be expensive and may distract management from day-
to-day operations.

Our inabilities to timely distribute our products and services over the
Internet, and security patches and updated virus definitions via our
LiveUpdate feature in particular, could adversely affect our business.
Our ability to maintain and increase the speed with which we provide
services to consumers and to increase the scope of these services is
limited by and dependent upon the speed and reliability of the Internet.
As we incorporate the LiveUpdate technology into more of our products,
we are increasingly reliant on the Internet as a means to distribute our
security patches and updated virus definitions to our customers. Accord-
ingly, if we, or our customers, are unable to utilize the Internet due to a
failure of technology, infrastructure or other reasons, our ability to pro-
vide services may suffer, which could lead to a decrease in revenues.

Our products are complex and are operated in a wide variety of com-
puter configurations, which could result in errors or product failures.
Because we offer very complex products, undetected errors, failures or
bugs may occur when they are first introduced or when new versions are
released. Our products often are installed and used in large-scale com-
puting environments with different operating systems, system manage-
ment software and equipment and networking configurations, which
may cause errors or failures in our products or may expose undetected
errors, failures or bugs in our products. In the past, we have discovered
software errors, failures and bugs in certain of our product offerings
after their introduction and have experienced delays or lost revenues
during the period required to correct these errors. Our customers’ com-
puter environments are often characterized by a wide variety of stan-
dard and non-standard configurations that make pre-release testing for
programming or compatibility errors very difficult and time-consuming.
Despite testing by us and by others, errors, failures or bugs may not be
found in new products or releases prior to commencement of commer-
cial shipments. Errors, failures or bugs in products released by us could
result in negative publicity, product returns, loss of or delay in market
acceptance of our products or claims by customers or others. In addi-
tion, if an actual or perceived breach of network security occurs in one
of our end customer’s security systems, regardless of whether the
breach is attributable to our products, the market perception of the
effectiveness of our products could be harmed. Because the techniques
used by computer hackers to access or sabotage networks change fre-
quently and generally are not recognized until launched against a target,

we may be unable to anticipate these techniques. Alleviating any of
these problems could require significant expenditures of our capital and
resources and could cause interruptions, delays or cessation of our
product licensing, which could cause us to lose existing or potential
customers and would adversely affect results of operations.

Most of our license agreements with customers contain provisions
designed to limit our exposure to potential product liability claims. It
is possible, however, that these provisions may not prove effective in
limiting our liability.

Increased utilization and costs of our technical support services may
adversely affect our financial results. Like many companies in the soft-
ware industry, technical support costs comprise a significant portion

of our operating costs and expenses. Over the short term, we may be
unable to respond to fluctuations in customer demand for support serv-
ices, including periods of high customer usage in which delays may be
experienced. We also may be unable to modify the format of our support
services to compete with changes in support services provided by com-
petitors. Further, customer demand for these services could cause
increases in the costs of providing such services and adversely affect
our operating results.

Over the past year, we have outsourced our North American and
European consumer support functions. As such, we are highly depend-
ent on the ongoing business success of the companies with whom we
have contracted to provide these services. If these companies experi-
ence financial difficulties, do not maintain sufficiently skilled workers
and resources to satisfy our contracts or otherwise fail to perform at a
sufficient level under these contracts, the level of support services to
our customers may be significantly disrupted, which could materially
harm our relationships with these customers.
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Quantitative and Qualitative Disclosures about Market Risk

We are exposed to market risk related to fluctuations in market prices,
interest rates, and foreign currency exchange rates. We use certain
derivative financial instruments to manage these risks. All financial
instruments used are in accordance with our global investment policy
and global foreign exchange policy. We do not use derivative financial
instruments for trading purposes.

We also hold equity interests in six privately-held companies. These
investments were recorded at cost, and are classified as other long-term
assets on the Consolidated Balance Sheets. These investments are
inherently risky and we could lose our entire initial investment in these
companies. As of March 31, 2003, these investments had a carrying
value of approximately $10.5 million.

INTEREST RATE SENSITIVITY

We consider investments in highly liquid instruments purchased with
an original maturity of 90 days or less to be cash equivalents. All of our
cash equivalents and short-term investments are classified as available-
for-sale as of the balance sheet dates. These securities are reported at
fair market value and any unrealized gains and losses are included as a
component in stockholders’ equity in accumulated other comprehensive
income (loss). Our cash equivalents and short-term investments consist
primarily of corporate securities, taxable auction rate securities, U.S.
government and government-sponsored securities, money market funds
and asset backed securities.

The following table presents the fair value and hypothetical changes in
fair market values of the financial instruments held as of March 31,
2003 that are sensitive to changes in interest rates (in millions):

Hypothetical Fair Market Values Given an
Interest Rate Increase (Decrease) of X Basis Points (bps)

Investment and Debt Portfolios Fair Value (75 bps) (25 bps) 50 bps 100 bps 150 bps
USD Portfolios (in U.S. $) 762.9 767.1 764.3 760.1 757.3 754.6
EURO Portfolios (in EURO) 653.5 656.3 654.6 650.6 647.9 645.1
CAD Portfolios (in Canadian $) 188.0 188.4 188.1 187.7 187.4 187.1

The modeling technique used above measures the change in fair mar-
ket value arising from selected potential changes in interest rates.
Market changes reflect immediate hypothetical parallel shifts in the
yield curve of minus 75 basis points, minus 25 basis points, plus 50
basis points, plus 100 basis points and plus 150 basis points, which
are representative of the movements in the United States Federal
Funds Rate, Euro Area ECB Rate and Canada Overnight Rate.

During October 2001, we issued $600.0 million of 3% convertible sub-
ordinated notes. The notes pay interest semi-annually and mature on
November 1, 2006. As of March 31, 2003, we had approximately
$600.0 million principal amount of notes outstanding.
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EXCHANGE RATE SENSITIVITY

We conduct business in 30 international currencies through our world-
wide operations. We believe that the use of foreign exchange forward
contracts should reduce the risks that arise from conducting business
in international markets.

We hedge risks associated with certain foreign currency cash, invest-
ments, receivables and payables in order to minimize the impact of
changes in foreign currency fluctuations on these assets and liabilities
denominated in foreign currencies. Foreign exchange forward con-
tracts as of March 31, 2003 were as follows (in millions):

Resulting Increase (Decrease) in Future Value of
Foreign Forward Exchange Contracts Given X%
Appreciation (Devaluation) of Foreign Currency

Foreign Forward Notional

Exchange Contracts Amount 10% 5% (5)% (10)%
Purchased $ 0.9 $0.1 $ - $ - $ -
Sold 66.4 (6.0) (3.2) 3.5 7.4

We believe that these foreign exchange forward contracts do not subject
us to undue risk from the movement of foreign exchange rates because
gains and losses on these contracts are offset by losses and gains on the
underlying assets and liabilities. All contracts have a maturity of no
more than 35 days. Gains and losses are accounted for as other expense,
net each period. We regularly review our hedging program and may
make changes as a result of this review.



Changes in and Disagreements with Accountants
on Accounting and Financial Disclosure

In September 2002, we dismissed Ernst & Young LLP as our independ-
ent auditors and engaged KPMG LLP as our new independent auditors
to audit our financial statements for the fiscal year ended March 31,
2003. We filed a current report on Form 8-K on September 23, 2002,

reporting these events.

The report of Ernst & Young LLP for the fiscal years ended March 31,
2002 and 2001 contained no adverse opinions, disclaimer of opinion or
qualification or modification as to uncertainty, audit scope or account-

ing principles.

We have had no disagreements with our accountants on any accounting

or financial disclosures.

Controls and Procedures

Evaluation of Disclosure Controls and Procedures The Securities and
Exchange Commission defines the term “disclosure controls and proce-
dures” to mean a company’s controls and other procedures that are
designed to ensure that information required to be disclosed in the
reports that it files or submits under the Securities Exchange Act of
1934 is recorded, processed, summarized and reported, within the time
periods specified in the Commission’s rules and forms. Our chief execu-
tive officer and our chief financial officer, based on their evaluation of
the effectiveness of our disclosure controls and procedures within 90
days before the filing date of this report, concluded that our disclosure

controls and procedures were effective for this purpose.

Changes in Internal Controls There were no significant changes in our
internal controls or, to our knowledge, in other factors that could signif-
icantly affect these controls subsequent to the date of the evaluation

referenced above.
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Consolidated Financial Statements

Symantec Corporation Consolidated Balance Sheets

March 31,
(IN THOUSANDS, EXCEPT PAR VALUE) 2003 2002
Assets
Current assets:
Cash, cash equivalents and short-term investments $1,705,658 $1,375,051
Trade accounts receivable, net 149,664 89,223
Inventories 5,912 7,463
Deferred income taxes 92,284 68,621
Other 34,628 22,461
Total current assets 1,988,146 1,562,819
Restricted investments - 124,313
Property, equipment and leasehold improvements, net 333,275 186,305
Deferred income taxes 7,986 6,207
Acquired product rights, net 73,125 65,219
Goodwill, net 833,449 525,868
Other, net 29,749 31,874
$3,265,730 $2,502,605
Liabilities and Stockholders’ Equity
Current liabilities:
Accounts payable $ 67,720 $ 70,057
Accrued compensation and benefits 90,947 54,419
Deferred revenue 589,629 331,100
Other accrued expenses 69,363 66,422
Income taxes payable 76,965 52,777
Total current liabilities 894,624 574,775
Convertible subordinated notes 599,998 600,000
Other long-term obligations 6,729 7,954
Commitments and contingencies
Stockholders’ equity:
Preferred stock (par value: $0.01, authorized: 1,000; issued and outstanding: none) - -
Common stock (par value: $0.01, authorized: 300,000; issued and outstanding:

148,785 and 143,559 shares, respectively) 1,488 1,436
Capital in excess of par value 1,335,028 1,194,173
Accumulated other comprehensive income (loss) 30,121 (53,013)
Unearned compensation - (372)
Retained earnings 397,742 177,652

Total stockholders’ equity 1,764,379 1,319,876

$3,265,730 $2,502,605

The accompanying Summary of Significant Accounting Policies and Notes to Consolidated Financial Statements are an integral part of these statements.
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Symantec Corporation Consolidated Statements of Operations

Year Ended March 31,

(IN THOUSANDS, EXCEPT NET INCOME (LOSS) PER SHARE) 2003 2002 2001
Net revenues $1,406,946 $1,071,438 $853,554
Cost of revenues 250,116 195,903 131,999

Gross margin 1,156,830 875,535 721,555

Operating expenses:

Research and development 197,271 163,979 126,673
Sales and marketing 525,029 425,951 341,456
General and administrative 74,442 55,131 45,110
Amortization of goodwill - 196,806 71,336
Amortization of other intangibles from acquisitions 2,787 2,144 1,416
Acquired in-process research and development 4,700 - 22,300
Restructuring, site closures and other 11,089 20,428 3,664
Litigation judgment - 3,055 -
Total operating expenses 815,318 867,494 611,955
Operating income 341,512 8,041 109,600
Interest income 37,704 31,717 33,257
Interest expense (21,166) (9,169) -
Income, net of expense, from sale of technologies and product lines 6,878 15,536 20,448
Other expense, net (1,297) (627) (22,525)
Income before income taxes 363,631 45,498 140,780
Provision for income taxes 115,193 73,649 76,844
Net income (loss) $ 248,438 $ (28,151) $ 63,936
Net income (loss) per share - basic $ 1.71 $ (0.20) $ 0.49
Net income (loss) per share - diluted $ 1.54 $ (0.20) $ 047
Shares used to compute net income (loss) per share — basic 145,395 143,604 129,474
Shares used to compute net income (loss) per share - diluted 170,718 143,604 136,474

The accompanying Summary of Significant Accounting Policies and Notes to Consolidated Financial Statements are an integral part of these statements.
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Symantec Corporation Consolidated Statements of Stockholders’ Equity

Notes
Capital in Receivable Accum Total
Common Excess of from Other Comp Unearned Retained  Stockholders’
(IN THOUSANDS) Stock Par Value  Stockholders Inc. (Loss) Compensation Earnings Equity
Balances, March 31, 2000 $ 603 $ 435,663 $(24) $(27,707) $(677) $210,099 $ 617,957
Components of comprehensive income:

Net income - - - - - 63,936 63,936

Unrealized gain on available-for-sale securities - - - 2,987 - - 2,987

Translation adjustment - - - (24,152) - - (24,152)

Total comprehensive income 42,771
Issued common stock:
4,338 shares under stock plans 22 45,612 - - - - 45,634
29,056 shares to AXENT stockholders and assumption
of outstanding AXENT stock options 145 906,212 - - (992) - 905,365
Amortization of unearned compensation - - - - 774 - 774
Repayment of notes receivable from stockholder - - 24 - - - 24
Repurchased 10,000 shares of common stock (50) (216,198) - - - (28,162) (244,410)
Income tax benefit related to stock options - 8,386 - - - - 8,386
Balances, March 31, 2001 720 1,179,675 - (48,872) (895) 245,873 1,376,501
Components of comprehensive loss:

Net loss - - - - - (28,151) (28,151)

Unrealized gain on available-for-sale securities - - - 104 - - 104

Translation adjustment - - - (4,245) - - (4,245)

Total comprehensive loss (32,292)
Issued common stock:

9,187 shares under stock plans 61 133,281 - - - (8) 133,334

Stock dividend 703 - - - - (703) -
Amortization of unearned compensation - - - - 523 - 523
Repurchased 9,640 shares of common stock (48) (165,013) - - - (39,359) (204,420)
Income tax benefit related to stock options - 46,230 - - - - 46,230
Balances, March 31, 2002 1,436 1,194,173 - (53,013) (372) 177,652 1,319,876
Components of comprehensive income:

Net income - - - - - 248,438 248,438

Unrealized gain on available-for-sale securities,

net of tax expense of $820 - - - 1,023 - - 1,023

Translation adjustment - - - 82,111 - - 82,111

Total comprehensive income 331,572
Issued common stock:

7,449 shares under stock plans 74 137,265 - - - - 137,339
Amortization of unearned compensation - - - - 372 - 372
Repurchased 2,223 shares of common stock (22) (35,962) - - - (28,348) (64,332)
Conversion of convertible debt - 2 - - - - 2
Income tax benefit related to stock options - 39,550 - - - - 39,550
Balances, March 31, 2003 $1,488 $1,335,028 $ - $30121 $ - $397,742 $1,764,379

The accompanying Summary of Significant Accounting Policies and Notes to Consolidated Financial Statements are an integral part of these statements.
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Symantec Corporation Consolidated Statements of Cash Flows

Year Ended March 31,

(IN THOUSANDS) 2003 2002 2001
Operating Activities:
Net income (loss) $ 248,438 $ (28,151) $ 63,936
Adjustments to reconcile net income (loss) to net cash provided by operating activities:
Depreciation and amortization of property, equipment and leasehold improvements 56,794 38,777 31,977
Amortization of debt issuance costs and other assets 1,313 1,300 -
Amortization and write-off of acquired product rights 34,834 33,840 16,112
Amortization of goodwill and other intangibles from acquisitions 2,787 198,950 72,752
Loss on equity investments 750 - 24,226
Write-off of equipment and leasehold improvements 4,569 7,232 -
Acquired in-process research and development 4,700 - 22,300
Deferred income taxes (4,393) 13,482 (18,333)
Gain on divestiture of the Web access management product line - (392) -
Income tax benefit from stock options 39,550 46,230 8,386
Net change in assets and liabilities, excluding effects of acquisitions:
Trade accounts receivable, net (47,732) 26,628 (48,165)
Inventories 2,223 (1,638) (390)
Other current assets (4,728) 6,000 (4,585)
Other assets (65) 174 3,368
Accounts payable (14,304) 4,414 14,556
Accrued compensation and benefits 29,663 8,112 21,517
Deferred revenue 222,580 152,376 72,594
Other accrued expenses (10,018) 23,066 (26,391)
Income taxes payable 18,896 (20,471) 69,490
Other long-term obligations (1,952) 1,268 1,173
Net cash provided by operating activities 583,905 511,197 324,523
Investing Activities:
Capital expenditures (192,194) (140,857) (61,172)
Purchased intangibles (2,200) (1,060) (1,500)
Purchase of Foster-Melliar - (2,000) -
Purchase of Lindner & Pelc (59) (2,137) -
Purchase of 20/20 Software - (1,535) (10,760)
Purchase of Riptech (145,000) - -
Purchase of Recourse (135,320) - -
Purchase of SecurityFocus (74,932) - -
Purchase of Mountain Wave (20,000) - -
Purchase of equity investments (2,837) (3,000) (18,000)
Purchases of marketable securities (2,394,557) (1,311,697) (591,776)
Proceeds from sales of marketable securities 2,078,323 642,802 662,592
Proceeds from (purchases of) long-term restricted investments 124,313 (49,779) 7,422
Cash acquired in business purchases 7,823 - 37,414
Net cash provided by (used in) investing activities (756,640) (869,263) 24,220
Financing Activities:
Net proceeds from issuance of convertible subordinated notes - 584,625 -
Repurchases of common stock (64,332) (204,420) (244,410)
Net proceeds from sale of common stock and other 137,711 133,857 46,432
Principal payments on long-term obligations - - (363)
Net cash provided by (used in) financing activities 73,379 514,062 (198,341)
Effect of exchange rate fluctuations on cash and cash equivalents 14,725 (4,682) (10,452)
Increase (decrease) in cash and cash equivalents (84,631) 151,314 139,950
Beginning cash and cash equivalents 379,237 227,923 87,973
Ending cash and cash equivalents $ 294,606 $ 379,237 $ 227,923
Supplemental Cash Flow Disclosures (in thousands):
Income taxes paid (net of refunds) during the year $ 61,628 $ 34,240 $ 24,223
Interest expense paid during the year $ 18,350 $ - $ -

The accompanying Summary of Significant Accounting Policies and Notes to Consolidated Financial Statements are an integral part of these statements.
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Summary of Significant Accounting Policies

Principles of Consolidation The accompanying consolidated financial
statements include the accounts of Symantec Corporation and its wholly
owned subsidiaries. All significant intercompany accounts and transac-
tions have been eliminated.

Acquisitions and Divestitures During the three years ended March 31,
2003, we acquired:

 Riptech, Inc., Recourse Technologies, Inc., SecurityFocus Inc.,
and Mountain Wave, Inc. in the September 2002 quarter;

 Lindner & Pelc Consult GmbH and Foster-Melliar Limited’s
enterprise security management division in the September 2001
quarter; and

e AXENT Technologies, Inc. in the December 2000 quarter.

Each of these acquisitions was accounted for as a purchase and, accord-
ingly, their operating results have been included in our consolidated
financial statements since their respective dates of acquisition.

We divested our Web access management product line on August 24,
2001. This product line is included in the results of operations prior to

disposition and is included in our Other segment.

Use of Estimates The preparation of financial statements in conformity
with generally accepted accounting principles requires management to
make estimates and assumptions that affect the amounts reported in
the consolidated financial statements and accompanying notes. Actual
results could differ from those estimates.

Foreign Currency Translation The functional currency of our foreign
subsidiaries is the local currency. Assets and liabilities denominated in
foreign currencies are translated using the exchange rate on the balance
sheet dates. The translation adjustments resulting from this process are
included as a component of stockholders’ equity in accumulated other
comprehensive income (loss). Revenues and expenses are translated
using average exchange rates prevailing during the year. Foreign cur-
rency transaction gains and losses are included in the determination of

net income (loss).

Revenue Recognition We derive revenue primarily from sales of pack-
aged products, perpetual license agreements, product maintenance and
services, and recognize this revenue in accordance with Statement of
Position, or SOP, 97-2, Software Revenue Recognition, as modified by
SOP 98-9, and Staff Accounting Bulletin No. 101, Revenue Recognition
in Financial Statements, when the following conditions have been met:

persuasive evidence of an arrangement exists;

passage of title occurs;

delivery has occurred or services have been rendered;

if applicable, customer acceptance has been received;

collection of a fixed or determinable license fee is considered
probable; and

if appropriate, reasonable estimates of future product returns
have been made.
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We sell packaged products, which primarily include consumer products,
through a multi-tiered distribution channel. We defer revenue on all dis-
tribution and reseller channel inventory in excess of specified inventory
levels in these channels. We defer a portion of revenue for product bun-
dled with content updates. This deferred revenue is recognized ratably
over the initial year that such updates are provided. We offer the right
of return of our products under various policies and programs with our
distributors, resellers and end-user customers. We estimate and record
reserves for end-user product returns and channel and end-user
rebates, and we account for these reserves as an offset to revenue.

We enter into perpetual software license agreements mainly for our
enterprise security and enterprise administration products primarily
through indirect sales with distributors and resellers. The license agree-
ments generally include product maintenance agreements, for which the
related revenue is deferred and recognized ratably over the period of
the agreements.

Our services include managed security services, consulting and educa-
tion. We recognize managed security services revenue ratably over the
period that such contracted services are provided. We recognize con-
sulting services revenue as services are performed or upon written
acceptance from customers, if applicable. We recognize education
services revenue as services are performed.

In arrangements that include perpetual software licenses and mainte-
nance and/or services and packaged products with content updates
(“multiple elements”), we allocate and defer revenue for the undelivered
items based on vendor-specific objective evidence, or VSOE, of fair value
of the undelivered elements, and recognize the difference between the
total arrangement fee and the amount deferred for the undelivered
items as revenue. Our deferred revenue consists primarily of the
unamortized balance of enterprise product maintenance and consumer
product content updates.

VSOE of each element is based on the price for which the undelivered
element is sold separately. We determine fair value of the undelivered
elements based on historical evidence of our stand-alone sales of these
elements to third parties. If VSOE does not exist for undelivered items
such as maintenance or services, then the entire arrangement fee is
recognized ratably over the performance period.

Cash Equivalents, Short-term Investments and Restricted
Investments We consider investments in highly liquid instruments
purchased with an original maturity of 90 days or less to be cash equiv-
alents. Primarily all of our cash equivalents and short-term investments
are classified as available-for-sale as of the balance sheet dates. These
securities are reported at fair market value and any unrealized gains
and losses are included as a component in stockholders’ equity in accu-
mulated other comprehensive income (loss). Realized gains and losses
and declines in value judged to be other than temporary on available-
for-sale securities are included in other expense, net. The cost of securi-
ties sold is based upon the specific identification method. Restricted



investments, previously serving as collateral for our synthetic lease
arrangements, no longer existed as of March 31, 2003, because we exer-
cised our option to purchase the related four facilities during the March
2003 quarter.

Trade Accounts Receivable Trade accounts receivable are recorded
at the invoiced amount and are not interest bearing. We maintain an
allowance for doubtful accounts to reserve for potentially uncollectible
trade receivables. We also review our trade receivables by aging cate-
gory to identify specific customers with known disputes or collectibility
issues. We exercise judgment when determining the adequacy of these
reserves as we evaluate historical bad debt trends, general economic
conditions in the U.S. and internationally, and changes in customer
financial conditions.

Equity Investments We have equity investments in privately held
companies for business and strategic purposes. These investments are
included in other long-term assets and are accounted for under the cost
method as we do not have significant influence over the investee. Under
the cost method, the investment is recorded at its initial cost and is peri-
odically reviewed for impairment. We regularly review our investment’s
actual and forecasted operating results, financial position and liquidity,
and business and industry factors in assessing whether a decline in
value of an equity investment has occurred that is other than temporary.
When such a decline in value is identified, the fair value of the equity
investment is estimated based on the preceding factors and an impair-
ment loss is recognized in other expense, net.

Derivative Financial Instruments We utilize some natural hedging to
mitigate our foreign currency exposures and we manage certain residual
exposures through the use of one-month forward foreign exchange
contracts. We enter into forward foreign exchange contracts with high-
quality financial institutions primarily to minimize currency exchange
risks associated with certain balance sheet positions. Gains and losses
on the contracts are included in other expense, net in the period that
gains and losses on the underlying transactions are recognized, and
generally offset. The fair value of forward foreign exchange contracts
approximates cost due to the short maturity periods.

Inventories Inventories are valued at the lower of cost or market. Cost
is principally determined using currently adjusted standards, which
approximate actual cost on a first-in, first-out basis. Inventory consists
of raw materials and finished goods.

Property, Equipment and Leasehold Improvements Property, equip-
ment and leasehold improvements are stated at cost, net of accumu-
lated depreciation and amortization. Depreciation and amortization is
provided on a straight-line basis over the estimated useful lives of the
respective assets as follows:

* computer hardware and software - three to five years;

« office furniture and equipment - three to five years;

 leasehold improvements — the shorter of the lease term or
seven years; and

« buildings - twenty five to thirty years.

Acquired Product Rights Acquired product rights are comprised of
purchased product rights, technologies, databases and revenue related
order backlog and contracts from acquired companies. Acquired product
rights are stated at cost less accumulated amortization. Amortization of
acquired product rights is provided on a straight-line basis over the esti-
mated useful lives of the respective assets, generally one to five years,
and is included in cost of revenues or income, net of expense, from

sale of technologies and product lines. On April 1, 2002, we adopted
Statement of Financial Standards, or SFAS, No. 142, Goodwill and Other
Intangibles. As a result, the net balance of workforce-in-place, that was
previously included in acquired product rights, was reclassified to good-
will and was no longer amortized, but subjected to an annual impair-
ment test.

Goodwill Goodwill is recorded through acquisitions. For acquisitions
completed prior to July 1, 2001, goodwill was stated at cost less accu-
mulated amortization through March 31, 2002. Amortization in each
case was provided on a straight-line basis over the estimated useful life
of the respective goodwill, generally four to five years, and was included
in operating expenses. On April 1, 2002, we ceased the amortization

of goodwill, in accordance with SFAS No. 142, and will test goodwill
annually for impairment or more frequently if events and circumstances
warrant.

Long-Lived and Intangible Assets On April 1, 2002, we adopted SFAS
No. 144, Accounting for Impairment or Disposal of Long-Lived Assets.
SFAS No. 144 requires that long-lived and intangible assets, including
property, equipment, leasehold improvements and acquired product
rights, be evaluated for impairment whenever events or changes in cir-
cumstances indicate that the carrying amount of an asset may not be
recoverable. An impairment loss would be recognized when the sum of
the undiscounted future net cash flows expected to result from the use
of the asset and its eventual disposition is less than its carrying amount.
Such impairment loss would be measured as the difference between the
carrying amount of the asset and its fair value. Assets to be disposed

of would be separately presented in the balance sheet and reported at
the lower of the carrying amount or fair value less costs to sell, and no
longer depreciated. The assets and liabilities of a disposal group classi-
fied as held for sale would be presented separately in the appropriate
asset and liability sections of the balance sheet. The adoption of this
standard did not have an effect on our financial position or our operat-
ing results.

Income Taxes The provision for income taxes is computed using the lia-
bility method, under which deferred tax assets and liabilities are recog-
nized for the expected future tax consequences of temporary differences
between the financial reporting and tax bases of assets and liabilities.
Deferred tax assets are reduced by a valuation allowance when it is more
likely than not that some portion or all of the deferred tax assets will not
be realized.
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Net Income (Loss) Per Share Basic net income (loss) per share is com-
puted using the weighted average number of common shares outstand-
ing during the periods. Diluted net income (loss) per share is computed
using the weighted average number of common shares outstanding

and potentially dilutive common shares outstanding during the periods.
Potentially dilutive common shares include the assumed conversion

of all of the outstanding convertible subordinated notes and assumed
exercising of options, if dilutive in the period. Potentially dilutive com-
mon shares are excluded in net loss periods, as their effect would be
antidilutive.

Stock-Based Compensation We account for stock-based awards

to employees using the intrinsic value method in accordance with
Accounting Principles Board Opinion, or APB, No. 25, Accounting for
Stock Issued to Employees, and to nonemployees using the fair value
method in accordance with SFAS No. 123, Accounting for Stock-Based
Compensation. In addition, we apply applicable provisions of Financial
Accounting Standards Board, or FASB, Interpretation No. 44, Accounting
for Certain Transactions Involving Stock Compensation, an interpretation
of APB No. 25. Our stock plans are described in Note 12. No employee
stock-based compensation cost is reflected in net income (loss) related
to options granted under those plans for which the exercise price was
equal to the market value of the underlying common stock on the date
of grant.

The following table illustrates the effect on net income (loss) and net
income (loss) per share as if we had applied the fair value recognition
provisions of SFAS No. 123 to stock-based employee compensation for
each of the three years ended March 31, 2003:

Year Ended March 31,

(IN THOUSANDS, EXCEPT PER SHARE DATA) 2003 2002 2001

Net income (loss), as reported $ 248,438 $ (28,151) $ 63,936
Add: Amortization of unearned
compensation included in
reported net income, net
of tax 253 - -
Less: Stock-based employee
compensation expense
excluded in reported net
income (loss), net of tax (89,036) (79,141) (56,680)
Pro forma net income (loss) $ 159,655 $(107,292) $ 7,256
Basic net income (loss)
per share:
As reported $ 1.71 (0.20) 0.49
Pro forma $ 1.15 (0.75) 0.06
Diluted net income (loss)
per share:
As reported 1.54 (0.20) 0.47
Pro forma 1.06 (0.75) 0.06
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Concentrations of Credit Risk Our product revenues are concentrated
in the software industry, which is highly competitive and rapidly chang-
ing. Significant technological changes in the industry or customer
requirements, or the emergence of competitive products with new
capabilities or technologies, could adversely affect operating results. In
addition, a significant portion of our revenues and net income (loss) is
derived from international sales and independent agents and distribu-
tors. Fluctuations of the U.S. dollar against foreign currencies, changes
in local regulatory or economic conditions, piracy or nonperformance by
independent agents or distributors could adversely affect operating
results.

Financial instruments that potentially subject us to concentrations of
credit risk consist principally of cash equivalents, short-term investments
and trade accounts receivable. Our investment portfolio is diversified
and consists of investment grade securities. Our investment policy limits
the amount of credit risk exposure to any one issuer and in any one
country. We are exposed to credit risks in the event of default by the
issuers to the extent of the amount recorded on the balance sheet. The
credit risk in our trade accounts receivable is substantially mitigated by
our credit evaluation process, reasonably short collection terms and the
geographical dispersion of sales transactions. We maintain reserves for
potential credit losses and such losses have been within management’s
expectations.

Legal Expenses We accrue estimated legal expenses for lawsuits only
when both of the conditions of SFAS No. 5, Accounting for Contingencies,
are met. Costs for external attorney fees are accrued when the likeli-
hood of the incurrence of the related costs is probable and management
has the ability to estimate such costs. If both of these conditions are not
met, management records the related legal expenses when incurred.
Amounts accrued by us are not discounted. The material assumptions
used to estimate the amount of legal expenses include:

the monthly legal expense incurred by our external attorneys
on the particular case being evaluated;

communication between us and our external attorneys on the
expected duration of the lawsuit and the estimated expenses
during that time;

our strategy regarding these lawsuits;

deductible amounts under our insurance policies; and

past experiences with similar lawsuits.

Newly Adopted and Recently Issued Accounting Pronouncements On
April 1, 2002, we adopted the provisions of SFAS No. 142, Goodwill and
Other Intangible Assets. Under SFAS No. 142, goodwill and intangible
assets deemed to have indefinite lives will no longer be amortized but
will be subject to an annual impairment test. Other intangibles will con-
tinue to be amortized over their useful lives. In addition, SFAS No. 142
required acquired workforce-in-place to be reclassified as goodwill.

In accordance with SFAS No. 142, we ceased the amortization of good-
will and recharacterized acquired workforce-in-place (and the related
deferred tax liability) as goodwill on April 1, 2002. We also performed
the initial goodwill impairment test required by SFAS No. 142 during the



June 2002 quarter. We identified four reporting units, which represents
our primary operating segments as indicated in Note 16, and determined
that there was no impairment of goodwill recorded upon implementa-
tion of SFAS No. 142. We completed our annual goodwill impairment
test during the March 2003 quarter and determined that there was no
impairment of goodwill. We will continue to test for impairment during
the fourth quarter of each year, or earlier if indicators of impairment
exist.

As a result of the discontinuance of the amortization of goodwill existing
as of March 31, 2002, the application of SFAS No. 142 resulted in an
increase in our results of operations of approximately $198.4 million
during fiscal 2003. At March 31, 2003, we had goodwill of approxi-
mately $833.4 million.

On April 1, 2002, we adopted SFAS No. 144, Accounting for Impairment
or Disposal of Long-Lived Assets. SFAS No. 144 supersedes SFAS No.
121, Accounting for the Impairment of Long-Lived Assets and for Long-
Lived Assets to be Disposed Of and elements of APB No. 30, Reporting
the Results of Operations — Reporting the Effects of Disposal of a
Segment of a Business and Extraordinary, Unusual and Infrequently
Occurring Events and Transactions. SFAS No. 144 addresses financial
accounting and reporting for the impairment and disposal of long-lived
assets. The adoption of this statement did not have a material impact
on our financial position or results of operations.

In June 2002, the FASB issued SFAS No. 146, Accounting for Costs
Associated with Exit or Disposal Activities. SFAS No. 146 requires that
the liability for a cost associated with an exit or disposal activity be rec-
ognized when the liability is incurred rather than when a commitment is
made to an exit or disposal plan. SFAS No. 146 also establishes that the
liability should initially be measured and recorded at fair value. SFAS
No. 146 became effective for exit or disposal activities that were initi-
ated after December 31, 2002. The adoption of this statement may
result in recognizing the cost of future restructuring activities, if any,
over a period of time rather than in the reporting period that the plan
of restructuring is adopted.

In November 2002, the FASB issued Interpretation No. 45, Guarantor’s
Accounting and Disclosure Requirements for Guarantees, Including
Indirect Guarantees of Indebtedness of Others. Under this Interpretation,
a liability shall be recognized for the fair value of the obligation under-
taken in issuing or modifying guarantees and indemnification arrange-
ments after December 31, 2002. Certain of the software licenses that
we have granted contain provisions that indemnify licensees of the soft-
ware from damages and costs resulting from claims alleging that our
software infringes the intellectual property rights of a third party. We
have historically received only a limited number of requests for indemni-
fication under these provisions and have not been required to make
material payments pursuant to these provisions. Accordingly, we have
not recorded a liability related to these indemnification provisions. As of
March 31, 2003, we had no liability associated with any of our indemni-
fication agreements on our balance sheet.

In January 2003, the FASB issued Interpretation No. 46, Consolidation of
Variable Interest Entities, an Interpretation of ARB No. 51, that provides
guidance for determining when a primary beneficiary should consolidate
a variable interest entity that functions to support the activities of the
primary beneficiary. The effective date of Interpretation No. 46 is the
first interim period beginning after June 15, 2003 for variable interest
entities acquired before February 1, 2003 and immediately to variable
interest entities created after January 31, 2003. In the March 2003
quarter, we purchased four of our facilities that were classified as oper-
ating leases under synthetic lease transactions by purchasing the land
and buildings for approximately $17.9 million and $106.0 million,
respectively. As such, we had no interest in any variable interest entities
as of March 31, 2003.

In May 2003, the FASB issued SFAS No. 150, Accounting for Certain
Financial Instruments with Characteristics of both Liabilities and Equity,
which provides guidance for how an issuer classifies and measures cer-
tain financial instruments with characteristics of both liabilities and
equity. SFAS No. 150 is effective for financial instruments entered into
or modified after May 31, 2003, and otherwise is effective at the begin-
ning of the first interim period beginning after June 15, 2003. The adop-
tion of this statement will not have an impact on our financial position
or results of operations.

Reclassifications Certain previously reported amounts have been
reclassified to conform to the current presentation format with no
impact on net income (loss).
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Notes to Consolidated Financial Statements

Note 1. Balance Sheet Information

March 31,

(IN THOUSANDS) 2003 2002
Cash, cash equivalents and short-term investments:

Cash $ 111,687 $ 123,030

Cash equivalents 182,919 256,207

Short-term investments 1,411,052 995,814

$1,705,658 $1,375,051

Trade accounts receivable, net:
Receivables $ 159,417 $ 99,304
Less: allowance for doubtful accounts (9,753) (10,081)

$ 149,664 $ 89,223

Property, equipment and leasehold improvements, net:

Computer hardware and software $ 307,623 $ 260,170
Office furniture and equipment 65,240 49,887
Buildings and land 172,228 41,671
Leasehold improvements 53,883 35,265

598,974 386,993
Less: accumulated depreciation and amortization (265,699) (200,688)

$ 333,275 $ 186,305

Acquired product rights, net:

Acquired product rights $ 165,642 $ 125,589
Less: accumulated amortization (92,517) (60,370)
$ 73,125 $ 65,219

Goodwill, net:
Goodwill $1,125,652 $ 818,071
Less: accumulated amortization (292,203) (292,203)

$ 833,449 $ 525,868

Accumulated other comprehensive income (loss):
Unrealized gain on available-for-sale securities $ 1,741 $ 718
Cumulative translation adjustment 28,380 (53,731)
$ 30,121 $ (53,013)
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Note 2. Statements of Operations Information

Year Ended March 31,

(IN THOUSANDS) 2003 2002 2001

Technical support costs included

in sales and marketing $19,735

$46,495

$15,871
$34,657

$18,502

Advertising expense $46,884

Technical support costs, included in sales and marketing, relate to the
cost of providing free post-contract support and were accrued at the
time of product sale. Advertising expenditures were charged to opera-
tions as incurred.

Note 3. Acquisitions and Divestitures

During the September 2002 quarter, we acquired four privately-held
companies for a total of approximately $375.2 million in cash. We expect
that the acquisition of these emerging technologies will strengthen our
competitive position in the enterprise security solutions and managed
security services markets. The results of operations of the acquired
companies have been included in our operations as of the dates of
acquisition. These acquired companies are included in our Enterprise
Security segment, with the exception of Riptech, which is included in
our Services segment.

Riptech On August 19, 2002, we acquired Riptech, Inc., a provider of
scalable, real-time managed security services that protect clients
through advanced outsourced security monitoring and professional
services, for $145.0 million. Under the transaction, we recorded approx-
imately $2.1 million for acquired in-process research and development,
$12.2 million for developed technology, $0.5 million for acquired prod-
uct rights, including revenue related order backlog and contracts,
$117.8 million for goodwill, $8.0 million for net deferred tax assets

and $7.6 million for tangible assets, net of liabilities. We also accrued
approximately $3.2 million in acquisition related expenses, which
included financial advisory, legal and accounting fees, duplicative sites
and severance costs, of which $0.9 million remains as an accrual as of
March 31, 2003.

The amounts allocated to developed technology and acquired product
rights will be amortized to cost of revenues over their useful lives of five
years and one year, respectively.

During the December 2002 quarter, we revised estimates related to
certain liabilities, and as a result, we decreased the purchase price and
goodwill by $0.9 million.

Recourse On August 19, 2002, we acquired Recourse Technologies,
Inc., a provider of security threat management solutions that detect,
analyze and respond to both known and novel threats, including intru-
sions, internal attacks and denial of service attacks, for approximately
$135.3 million. Under the transaction, we recorded approximately $1.0
million for acquired in-process research and development, $19.0 million

for developed technology, $109.3 million for goodwill, $2.2 million for
other intangibles, $9.1 million for net deferred tax assets and $1.9 mil-
lion for liabilities, net of tangible assets. We also accrued approximately
$3.3 million in acquisition related expenses, which included financial
advisory, legal, tax and accounting fees, duplicative sites and severance
costs, of which $1.0 million remains as an accrual as of March 31, 2003.

The amount allocated to developed technology will be amortized to cost
of revenues over the useful life of four years. The amount allocated to
other intangibles will be amortized to operating expenses over its useful
life of one year.

During the December 2002 quarter, we revised estimates related to
certain liabilities, and as a result, we decreased the purchase price and
goodwill by $0.2 million.

SecurityFocus On August 5, 2002, we acquired SecurityFocus, Inc., a
provider of enterprise security threat management systems, providing
global early warning of cyber attacks, customized and comprehensive
threat alerts, and countermeasures to prevent attacks before they occur,
for approximately $74.9 million. Under the transaction, we recorded
approximately $1.6 million for acquired in-process research and devel-
opment, $3.5 million for developed technology, $3.3 million for acquired
product rights, including database and revenue related order backlog
and contracts, $64.3 million for goodwill, $2.1 million for other market-
ing related intangibles, $0.5 million for net deferred tax assets and $1.2
million for tangible assets, net of liabilities. We also accrued approxi-
mately $1.7 million in acquisition related expenses, which included
legal, tax and accounting fees, duplicative site and fixed asset expenses,
and severance costs, of which $0.9 million remains as an accrual as of
March 31, 2003.

The amounts allocated to developed technology and acquired product
rights will be amortized to cost of revenues over their useful lives of one
to four years. The amount allocated to other intangibles will be amor-
tized to operating expenses over its useful life of four years.

During the December 2002 quarter, we revised estimates related to
certain liabilities, and as a result, we decreased the purchase price and
goodwill by $37,000.

Mountain Wave On July 2, 2002, we acquired Mountain Wave, Inc., a
provider of automated attack sensing and warning software and serv-
ices for real-time enterprise security operations management, for $20.0
million. Under the transaction, we recorded approximately $2.0 million
for developed technology, $17.3 million for goodwill, $1.7 million for net
deferred tax assets and $0.4 million for liabilities, net of tangible assets.
We also accrued approximately $0.7 million in acquisition related
expenses, which included legal and accounting fees, as well as duplica-
tive site and severance costs. As of March 31, 2003, all costs have been
paid with the exception of an immaterial amount for outplacement
services and duplicative site costs.

The amount allocated to developed technology will be amortized to cost
of revenues over its useful life of five years.
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A portion of the purchase price for each acquisition was placed into
escrow and may be returned to us in the event of a breach by the sellers
of certain general representations, warranties, covenants or agree-
ments. The escrows are scheduled to be settled within one year of the
acquisition dates, subject to extension in the event of disputes, and any

funds returned to Symantec under the terms of the escrow will result in
a reduction to goodwill at that time.

The following table summarizes the allocation of the purchase price,
adjusted for revised estimates related to certain liabilities, for each of
the acquisitions during the September 2002 quarter (in thousands):

Allocated Purchase Price Components

Acquired Deferred  Other assets

Purchase Acquired Product Other Tax (Liabilities),

Price IPR&D Rights Goodwill Intangibles Assets, net net

Riptech $148,032 $2,100 $12,700 $116,836 $ - $ 7,974 $ 8,422
Recourse 138,633 1,000 19,000 109,085 2,164 9,090 (1,706)
SecurityFocus 76,558 1,600 6,840 64,281 2,100 503 1,234
Mountain Wave 20,698 - 2,000 17,320 - 1,740 (362)
Total $383,921 $4,700 $40,540 $307,522 $4,264 $19,307 $ 7,588

In connection with these four acquisitions, we wrote off a total of $4.7
million of acquired in-process research and development, because the
acquired technologies had not reached technological feasibility and had
no alternative uses. The efforts required to develop the acquired in-
process technology principally relate to the completion of all planning,
design, development and test activities that are necessary to establish
that the product or service can be produced to meet its design specifica-
tions, including features, functions and performance.

We determined the fair value of the acquired in-process technology for
each of the purchases by estimating the projected cash flows related to
these projects and future revenues to be earned upon commercialization
of the products. We discounted the resulting cash flows back to their
net present values. We based the net cash flows from such projects on
our analysis of the respective markets and estimates of revenues and
operating profits related to these projects.

Acquisition of Lindner & Pelc On August 30, 2001, we purchased
100% of the outstanding shares of Lindner & Pelc Consult GmbH, a
security services and implementation company in Berlin, Germany, for
approximately $2.2 million. The transaction was accounted for as a
purchase and we recorded approximately $2.1 million in goodwill. Under
the terms of the agreement, we may also be liable for contingency pay-
ments based on targeted future sales through September 2004. The
maximum aggregate amount of such contingency payments is approxi-
mately $2.0 million. During the June 2002 quarter, $0.7 million was
recorded as compensation expense, as it was determined that this
amount of the contingency payments will be paid under the agreement.
The amount was paid during the December 2002 quarter.

Acquisition of Foster-Melliar’s Enterprise Security Management
Division On July 11, 2001, we acquired the enterprise security manage-
ment division of Foster-Melliar Limited, an IT services company located
in Johannesburg, South Africa. We paid approximately $1.5 million for
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these assets and the IT services business. The transaction was
accounted for as a purchase and we recorded approximately $1.5 mil-
lion of goodwill. Under the terms of the agreement, we may also be
liable for contingency payments based on targeted future sales through
fiscal year 2004. The maximum aggregate amount of such contingency
payments is $1.5 million. During the March 2003 and March 2002
quarters, an amount of $0.5 million each was recorded as goodwill and
compensation expense, respectively, as it was determined that these
amounts of the contingency payments will be paid under the agreement.
An amount of $0.5 million remains as an accrual as of March 31, 2003.

Acquisition of AXENT On December 18, 2000, we acquired 100% of
the outstanding common stock of AXENT Technologies, Inc. by issuing
approximately 29,056,000 shares of our common stock to AXENT share-
holders. We also assumed all of the outstanding AXENT employee stock
options valued at approximately $87.0 million. A valuation specialist
used our estimates to establish the amount of acquired in-process
research and development. The transaction was accounted for as a
purchase. The acquisition was initially recorded during fiscal 2001 for
approximately $924.7 million and was allocated as follows (in thou-

sands):

Net tangible assets of AXENT $130,517
In-process research and development 22,300
Tradename 4,100
Workforce-in-place 10,670
Developed technology 75,500
Deferred income taxes (19,080)
Unearned compensation 992
Goodwill 699,660
Total purchase price $924,659



During fiscal 2001, we also accrued approximately $18.3 million in
acquisition related expenses, which included financial advisory, legal
and accounting, duplicative site and fixed assets, and severance costs.
These acquisition related expenses were paid by the end of the
December 2001 quarter.

After filing the pre-acquisition tax returns of AXENT during the
December 2001 quarter, we identified additional tax losses and other
beneficial tax attributes available from the pre-acquisition periods of
AXENT. As a result, we recorded additional deferred tax assets of $5 mil-
lion attributable to these carryforward tax benefits, with a correspon-
ding offset to goodwill.

During the September 2001 quarter, we divested the Web access man-
agement product line that we acquired with our acquisition of AXENT.
As a result, we wrote off approximately $0.8 million of net workforce-
in-place related to this product line (see Divestiture of Web Access
Management Product Line).

During the June 2001 quarter, we resolved certain pre-acquisition
contingencies related to the acquisition of AXENT, and as a result, we
increased the purchase price and goodwill by $4.5 million. The amount
allocated to tradename, workforce-in-place, developed technology

and goodwill is being amortized over their useful lives of four years. In
accordance with SFAS No. 142, we recharacterized acquired workforce-
in-place (and the related deferred tax liability) as goodwill and ceased
the amortization of goodwill on April 1, 2002. The unearned compensa-
tion related to the options assumed as part of the acquisition is being
amortized over the remaining vesting period.

Pro Forma The following unaudited pro forma information for fiscal
2003, 2002 and 2001 was as if the Riptech acquisition had occurred at
the beginning of each fiscal period presented. The pro forma informa-
tion excludes approximately $1.7 million (pre-tax) of amortization
related to developed technology and other intangible assets associated
with the Riptech acquisition for fiscal 2003. In addition, the pro forma
information excludes approximately $2.1 million (pre-tax) of acquired
in-process research and development associated with the Riptech acqui-
sition for fiscal 2003. The pro forma information excludes approximately
$196.8 million (pre-tax) and $2.8 million (pre-tax) of amortization
related to goodwill and workforce-in-place, respectively, associated

with non-related acquisitions for fiscal 2002.

The pro forma information has been prepared for comparative purposes
only and is not indicative of what operating results would have been if
the acquisition had taken place at the beginning of fiscal 2002 or of
future operating results. Financial information prepared in accordance
with U.S. GAAP for Recourse was not available due to insufficient
record-keeping during the interim and annual periods in fiscal 2002
and interim periods in 2003 and, as such, has not been included in this
pro forma information. Pro forma information for SecurityFocus and
Mountain Wave was not presented, as the SecurityFocus and Mountain
Wave acquisitions were deemed not significant.

Year Ended March 31,

(IN THOUSANDS, EXCEPT NET INCOME PER SHARE DATA; UNAUDITED) 2003 2002

Net revenues $1,413,762 $1,080,093

Net income $ 244,117 $ 151,509
Basic net income per share $ 1.68 $ 1.06
Diluted net income per share $ 151 $ 0.99

Divestiture of the Web Access Management Product Line On August
24,2001, we sold assets and transferred liabilities and employees
related to our Web access management product line to PassGo
Technologies, Ltd for approximately $1.1 million in cash, resulting in

a pre-tax gain of approximately $0.4 million on the divestiture, which
was recorded in income, net of expense, from sale of technologies and
product lines on the Consolidated Statements of Operations.

We also entered into an exclusive license and option agreement with
PassGo whereby they licensed our Web access management technology
products. In consideration for the license, PassGo is required to pay us
quarterly royalties based on their net revenue starting at 30% and
declining to 10% over a four-year period. Because the royalties are not
guaranteed and the quarterly amounts to be received are not deter-
minable until earned, we are recognizing these royalties as payments
are due. PassGo has an option to purchase the technology at a price
starting at $18.8 million and declining to $3.3 million over a four-year
period. These payments, if any, will be recorded in income, net of
expense, from sale of technologies and product lines.

During fiscal 2003 and 2002, we recorded approximately $1.8 million
and $1.1 million for the amortization of the developed technology
related to the Web access management products in income, net of
expense, from sale of technologies and product lines. During the
December 2002 quarter, we also wrote off approximately $2.7 million
of developed technology related to the Web access management prod-
ucts due to impairment.

Divestiture of ACT! Product Line On December 31, 1999, we licensed
substantially all of the ACT! product line technology to Interact
Commerce Corporation for a period of four years. In addition, we sold
the inventory and fixed assets related to the ACT! product line to
Interact. In consideration for the license and assets, Interact transferred
to us 623,247 shares of its unregistered common stock, valued at
approximately $20.0 million. During the March 2001 quarter, Interact
entered into a plan to merge with The Sage Group plc and we recorded a
loss of approximately $12.5 million as other expense on the Condensed
Consolidated Statements of Operations related to the other than tempo-
rary decline in value of our investment in Interact. As a result of the
merger, we received approximately $7.5 million upon the surrender of
the Interact shares in July 2001.

In addition to the shares received from Interact, Interact is required to
pay us quarterly royalty payments for four years. Interact will pay these
royalties based on future revenues set forth in the license, up to an
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aggregate maximum of $57.0 million. Because the royalties are not
guaranteed and the quarterly amounts to be received are not deter-
minable until earned, we are recognizing these royalties as payments
are due. We recorded approximately $10.5 million, $15.5 million and
$19.3 million of royalty payments during fiscal 2003, 2002 and 2001,
respectively, in income, net of expense, from sale of technologies and
product lines. At the end of the four-year period, Interact has the exclu-
sive option, for a period of 30 days, to purchase the licensed technology
from us for $60 million less all royalties paid to us to date.

Other Royalties and Transition Fees In accordance with individual
transition agreements, PassGo and Interact paid us royalties and/or fees
for invoicing, collecting receivables, shipping and other operational and
support activities. We recorded approximately $0.8 million, $0.7 million
and $0.8 million for these royalties and/or fees during fiscal 2003, 2002
and 2001, respectively, in income, net of expense, from sale of technolo-

gies and product lines.

Divestiture of Electronic Forms During September 1996, we sold our
electronic forms software product line and related tangible assets to
JetForm Corporation, payable in installments through the June 2000
quarter. We received installment payments from JetForm of approxi-
mately $0.4 million during fiscal 2001. Due to the uncertainty regarding
the ultimate collectibility of these installments, we recognized the
related amounts as payments were due and collectibility was assured
from JetForm. Installment payments from JetForm were recorded in
income, net of expense, from sale of technologies and product lines.

The components of income, net of expense, from sale of technologies

and product lines were as follows:

Year Ended March 31,

(IN THOUSANDS) 2003 2002 2001
Royalties from Interact $10,500 $15,500 $19,250
Gain on divestiture of Web access

management product line - 392 -
Amortization and write-off of

developed technology related

to Web access management

product line (4,462) (1,050) -
Other royalties and transition fees 840 694 801
Payments from JetForm - - 397
Income, net of expense, from sale

of technologies and product lines $ 6,878 $15,536 $20,448

Note 4. Goodwill, Acquired Product Rights and Other
Intangible Assets

With the adoption of SFAS No. 142, we ceased the amortization of good-
will and recharacterized acquired workforce-in-place (and the related
deferred tax liability) as goodwill on April 1, 2002. Accordingly, there
was no amortization of goodwill and acquired workforce-in-place during
fiscal 2003.

The following table presents a reconciliation of previously reported net
income (loss) and net income (loss) per share to the amounts adjusted
for the exclusion of the amortization of goodwill and acquired work-
force-in-place, net of the related income tax effect:

Year Ended March 31,

(IN THOUSANDS, EXCEPT PER SHARE DATA) 2003 2002 2001
Net income (loss), as reported $248,438 $(28,151) $ 63,936
Amortization of goodwill and acquired workforce-in-place, net of tax benefit of $0, $2,745 and

$1,977, respectively - 196,894 70,271
Net income, as adjusted $248,438 $168,743  $134,207
Net income (loss) per share - basic, as reported $ 1.71  $ (0200 $ 0.49
Amortization of goodwill and acquired workforce-in-place, net of tax benefit - 1.38 0.55
Net income per share - basic, as adjusted 1.71 1.18 1.04
Effect of dilutive securities (0.17) (0.08) (0.06)
Net income per share - diluted, as adjusted $ 154 $ 110 $ 098
Shares used to compute net income (loss) per share - basic, as adjusted 145,395 143,604 129,474
Shares issuable from assumed conversion of options 7,748 7,593 7,000
Shares issuable from assumed conversion of convertible subordinated notes 17,575 7,580 -
Shares used to compute net income per share - diluted, as adjusted 170,718 158,777 136,474
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For fiscal year 2003 and 2002, net income per share (diluted), as
adjusted is calculated using the if-converted method. Under this
method, the numerator excludes the interest expense from the 3%

convertible subordinated notes, net of income tax, of $14.4 million

and $6.2 million for fiscal year 2003 and 2002, respectively.

Goodwill by operating segment was as follows (in thousands):

Enterprise Enterprise Consumer

Security Administration Products Services Total

Balance, as of April 1, 2002 $505,960 $8,377 $9,332 $ 2,199 $525,868
Goodwill acquired during fiscal year 2003:

Riptech - - - 117,770 117,770

Recourse 109,265 - - - 109,265

SecurityFocus 64,318 - - - 64,318

Mountain Wave 17,320 - - - 17,320

Lindler & Pelc - - - 59 59

Goodwill adjustments (217) - - (934) (1,151)

Balance, as of March 31, 2003 $696,646 $8,377 $9,332  $119,094 $833,449

Goodwill is tested for impairment on an annual basis. We performed
the initial goodwill impairment test required by SFAS No. 142 during
the June 2002 quarter and determined that there was no impairment of
goodwill recorded upon implementation of SFAS No. 142. We also com-
pleted our annual goodwill impairment test during the March 2003
quarter and determined that there was no impairment of goodwill. We
will continue to test for impairment during the fourth quarter of each
year, or earlier if indicators of impairment exist. In connection with the
September 2002 quarter acquisitions, we recorded approximately
$308.7 million of goodwill. Subsequently during the December 2002
quarter, we recorded goodwill adjustments of $1.2 million due to revised
estimates related to certain liabilities.

Acquired product rights and other intangible assets subject to amortiza-
tion were as follows:

March 31,
(IN THOUSANDS) 2003 2002
Acquired product rights, net:
Acquired product rights $165,642 $125,589
Less: accumulated amortization (92,517) (60,370)
$ 73,125 $ 65,219
Other intangible assets, net:
Other intangible assets 12,300 9,700
Less: accumulated amortization (7,496) (4,709)
$4,804 $4,991

During fiscal 2003, we recorded approximately $42.7 million of product
rights, offset by a write-off of $2.7 million of developed technology
related to the Web access management products that were divested
during fiscal 2002. During fiscal 2002, we recorded approximately $1.1

million of non-acquisition acquired product rights, which was offset by a
write-off of $0.8 million of net workforce-in place related to the divesti-

ture of our Web access management product line.

During fiscal 2003, amortization expense for acquired product rights
was approximately $32.1 million, of which $30.4 million and $1.8 mil-
lion was recorded in cost of revenues and income, net of expense, from
sale of technologies and product lines, respectively. During fiscal 2002,
amortization expense for acquired product rights was approximately
$32.2, of which $31.1 million and $1.1 million was recorded in cost of
revenues and income, net of expense, from sale of technologies and
product lines, respectively. During fiscal 2001, amortization expense
for acquired product rights was approximately $17.3 million and was

recorded in cost of revenues.

Amortization expense for other intangible assets (customer base, trade-
names and marketing-related assets) was $2.8 million, $2.1 million and
$1.4 million during fiscal 2003, 2002 and 2001, respectively.

The estimated annual amortization expense for acquired product rights
is $32.7 million, $23.7 million, $10.0 million, $5.6 million and $1.1 mil-
lion for fiscal year 2004, 2005, 2006, 2007 and 2008, respectively,
based upon existing acquired product rights. The estimated annual
amortization expense for other intangible assets is $2.6 million, $1.5
million, $0.5 million and $0.2 million for fiscal year 2004, 2005, 2006
and 2007, respectively, based upon existing other intangible assets.

Note 5. Investments

Cash Equivalents, Short-term Investments and Trading Investments
All cash equivalents and short-term investments were classified as avail-
able-for-sale securities, except for our trading securities. We maintain a
trading asset portfolio in connection with our executive deferred com-
pensation arrangements that consists of marketable equity securities,
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which had a fair value of approximately $1.9 million and $1.1 million as
of March 31, 2003 and 2002, respectively. Any activity related to these
trading assets has a corresponding effect on the carrying value of the
related deferred compensation liability. These trading assets have not
been separately disclosed on the balance sheet due to their immaterial
amounts and were instead included in the following tabular disclosures.

The estimated fair value of the cash equivalents and short-term invest-

ments consisted of the following:

March 31,

(IN THOUSANDS) 2003 2002

Corporate securities $ 688,805 $ 478,632
Taxable auction rate securities 258,250 226,906
Money market funds 151,307 201,107
Asset backed securities 176,860 168,427
Corporate bonds 63,448 104,015
U.S. government and government-

sponsored securities 218,082 65,089
Bank securities and deposits 37,219 7,845

Total available-for-sale and trading

investments 1,593,971 1,252,021

Less: amounts classified as cash

equivalents (182,919) (256,207)

$1,411,052 $ 995,814

The estimated fair value of cash equivalents and short-term investments
by contractual maturity as of March 31, 2003 was as follows:

(IN THOUSANDS)

Due in one year or less $1,451,785
Due after one year and through three years 142,186
$1,593,971

Fair values of cash equivalents, short-term investments and trading
assets approximate cost primarily due to the short-term maturities of
the investments and the absence of changes in security credit ratings.

As of March 31, 2003 and 2002, we held no publicly traded equity secu-
rities. As of March 31, 2001, equity securities of approximately $7.5 mil-
lion consisted of 623,247 shares of Interact. During the March 2001
quarter, Interact entered into a plan to merge with The Sage Group plc
and we recorded a loss of approximately $12.5 million as other expense
related to the other than temporary decline in value of our investment in
Interact. As a result of the merger, we received approximately $7.5 mil-
lion upon the surrender of the Interact shares in July 2001.

Unrealized gains and losses on available-for-sale securities were
reported as a component of stockholders’ equity and were approxi-
mately $1.7 million and $0.7 million as of March 31, 2003 and 2002,

respectively.
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Unregistered Equity Investments As of March 31, 2003 and 2002, we
held equity investments with a carrying value of approximately $10.5
million in six privately held companies and $8.4 million in three pri-
vately held companies, respectively. These investments were recorded at
cost as we do not have significant influence over the investee and are
classified as other long-term assets on the Consolidated Balance Sheets.

During the September 2002 and March 2001 quarters, we recognized a
decline in value of approximately $0.8 million and $12.6 million, respec-
tively, determined to be other than temporary on certain privately held
investments. Also during the March 2001 quarter, we recorded a gain of
approximately $0.9 million on another investment, as a result of this
privately held company being acquired by another entity. This invest-
ment was acquired as a result of our acquisition of AXENT. The other
than temporary decline in value and gain on investments were recorded
as other expense, net on the Consolidated Statements of Operations.

Derivative Financial Instruments During the periods covered by the
consolidated financial statements, we did not use any derivative instru-
ment for trading purposes. We utilize some natural hedging to mitigate
our exposures and we manage certain residual balance sheet exposures
through the use of one-month forward foreign exchange contracts. We
enter into forward foreign exchange contracts with financial institutions
primarily to minimize currency exchange risks associated with certain
balance sheet positions. The fair value of forward foreign exchange con-
tracts approximates cost due to the short maturity periods. As of March
31, 2003, the notional amount of our forward foreign exchange con-
tracts was approximately $67.3 million, all of which mature in 35 days
or less. We do not hedge our foreign currency translation risk.

Note 6. Convertible Subordinated Notes

On October 24, 2001, we completed a private offering of $600.0 million
of 3% convertible subordinated notes due November 1, 2006, the net
proceeds of which were approximately $584.6 million. The notes are
convertible into shares of our common stock by the holders at any time
before maturity at a conversion price of $34.14 per share, subject to
certain adjustments. During fiscal 2003, an immaterial principal amount
of our notes were converted into shares of our common stock. We may
redeem the remaining notes on or after November 5, 2004, at a redemp-
tion price of 100.75% of stated principal during the period November 5,
2004 through October 31, 2005 and 100% thereafter. Interest is paid
semi-annually and we commenced making these payments on May 1,
2002. Debt issuance costs of approximately $15.8 million, related to the
notes, is amortized on a straight-line basis through November 1, 2006.
We have reserved approximately 17.6 million shares of common stock
for issuance upon conversion of the notes.

Note 7. Commitments

We lease certain of our facilities and equipment under operating leases
that expire at various dates through 2018. We currently sublease some
space under various operating leases that will expire at various dates
through 2013.



The future fiscal year minimum operating lease commitments were as
follows as of March 31, 2003:

(IN THOUSANDS)
2004 $ 31,306
2005 24,069
2006 19,036
2007 15,322
2008 8,650
Thereafter 7,291
Operating lease commitments 105,674
Sublease income (20,120)
Net operating lease commitments $ 85,554

Based on existing subleases, we expect to record future sublease
income of approximately $6.6 million, $5.5 million, $3.5 million, $2.3
million, $0.5 million and $1.7 million during fiscal 2004, 2005, 2006,
2007, 2008 and thereafter, respectively.

Rent expense charged to operations totaled approximately $28.8 mil-
lion, $25.2 million and $22.9 million during fiscal 2003, 2002 and 2001,
respectively.

In March 2003, we terminated our operating lease obligations for four
facilities located in Cupertino, California, Springfield, Oregon, and
Newport News, Virginia by purchasing the land and buildings for approx-
imately $17.9 million and $106.0 million, respectively.

Note 8. Stock Split

On December 14, 2001, the Board of Directors approved a two-for-one
stock split of Symantec’s common stock effected as a stock dividend,
which became effective as of January 31, 2002 to stockholders of record
on January 17, 2002. Based on the number of shares outstanding on
January 17, 2002, the stock dividend resulted in the issuance of approx-
imately 70.7 million additional shares of Symantec’s common stock. All
Symantec share and per share amounts in prior periods have been
adjusted to give retroactive effect to the stock dividend.

Note 9. Common Stock Repurchases

On January 16, 2001, the Board of Directors replaced an earlier stock
repurchase program with a new authorization to repurchase up to
$700.0 million of Symantec common stock, not to exceed 30.0 million
shares, with no expiration date. As of March 31, 2003, we had repur-
chased a total of 21.9 million shares under this program at prices
ranging from $17.78 to $29.97 per share, for an aggregate amount of
approximately $513.2 million. During fiscal 2003, we repurchased 2.2
million shares at prices ranging from $27.93 to $29.97 per share, for an
aggregate amount of approximately $64.3 million. During fiscal 2002,
we repurchased 9.6 million shares at prices ranging from $17.78 to
$24.50 per share, for an aggregate amount of approximately $204.4

million. During fiscal 2001, we repurchased 10.0 million shares at prices
ranging from $23.04 to $25.58 per share, for an aggregate amount of
approximately $244.4 million.

Note 10. Net Income (Loss) per Share

The components of net income (loss) per share were as follows:

Year Ended March 31,

(IN THOUSANDS, EXCEPT PER SHARE DATA) 2003 2002 2001

Basic Net Income (Loss) Per Share

Net income (loss) $248,438 $(28,151) $ 63,936
Weighted average number of

common shares outstanding

during the period 145,395 143,604 129,474
Basic net income (loss) pershare  $ 1.71 $ (0.20) $ 0.49
Diluted Net Income (Loss) Per Share
Net income (loss) $248,438 $(28,151) $ 63,936
Interest on convertible subor-

dinated notes, net of income

tax effect 14,393 - -
Net income (loss), as adjusted $262,831 $(28,151) $ 63,936
Weighted average number of

common shares outstanding

during the period 145,395 143,604 129,474
Shares issuable from assumed

conversion of options 7,748 - 7,000
Shares issuable from assumed

conversion of convertible

subordinated notes 17,575 - -
Total shares for purpose of

calculating diluted net

income (loss) per share 170,718 143,604 136,474
Diluted net income (loss)

per share $ 154 $ (0200 $ 047

During fiscal 2003, 2002 and 2001, approximately 0.7 million, 13.8 mil-
lion and 8.3 million shares, respectively, issuable from assumed exercise
of options were excluded from the computation of diluted net income
(loss) per share, as the effect would have been anti-dilutive.

During fiscal 2002, approximately 7.6 million shares issuable upon con-
version of the 3% convertible subordinated notes were excluded from
the computation of diluted net income (loss) per share, as their effect
would have been anti-dilutive.

Note 11. Adoption of Stockholder Rights Plan

On August 11, 1998, the Board of Directors adopted a stockholder rights
plan designed to ensure orderly consideration of any future unsolicited
acquisition attempt to ensure fair value of us for our stockholders.
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In connection with the plan, the Board of Directors declared and paid

a dividend of one preferred share purchase right for each share of
Symantec common stock outstanding on the record date, August 21,
1998. Each right entitles the holder, under certain circumstances, to
purchase from us one two-thousandth of a share of our Series A Junior
Participating Preferred Stock, par value $0.01 per share, at a price of
$150.00 per one one-thousandth of a share of Series A Junior
Participating Preferred Stock, subject to adjustment.

The rights are initially attached to Symantec common stock and will not
trade separately. If a person or a group, an Acquiring Person, acquires
20% or more of our common stock, or announces an intention to make
a tender offer for 20% or more of our common stock, the rights will be
distributed and will thereafter trade separately from the common stock.

If the rights become exercisable, each right (other than rights held by
the Acquiring Person) will entitle the holder to purchase, at a price equal
to the exercise price of the right, a number of shares of our common
stock having a then-current value of twice the exercise price of the right.
If, after the rights become exercisable, we agree to merge into another
entity or we sell more than 50% of our assets, each right will entitle the
holder to purchase, at a price equal to the exercise price of the right, a
number of shares of common stock of such entity having a then-current
value of twice the exercise price.

We may exchange the rights at a ratio of one share of common stock

for each right (other than the Acquiring Person) at any time after an
Acquiring Person acquires 20% or more of our common stock but before
such person acquires 50% or more of our common stock. We may also
redeem the rights at our option at a price of $0.001 per right at any time
before an Acquiring Person has acquired 20% or more of our common
stock. The rights will expire on August 12, 2008.

Note 12. Employee Benefits

401(k) Plan We maintain a salary deferral 401 (k) plan for all of our
domestic employees. This plan allows employees to contribute up to
20% of their pretax salary up to the maximum dollar limitation pre-
scribed by the Internal Revenue Code. We match 100% of the first $500
of employees’ contributions and then 50% of the employees’ contribu-
tion. The maximum employer match in any given plan year is 3% of the
employees’ eligible compensation. Our contributions under the plan
were approximately $3.9 million, $4.1 million and $3.0 million during
fiscal 2003, 2002 and 2001.

Restricted Shares During fiscal 1999, we issued 200,000 restricted
shares to our current CEO for a purchase price of $0.005 per share,
vesting 50% at each anniversary date, with the first anniversary date
being April 14, 2000. Unearned compensation equivalent to the market
value of the common stock on the date of grant, less par, was charged to
stockholders’ equity and was amortized into compensation expense on a
straight-line basis over the vesting term. As of March 31, 2003, there
were 200,000 shares fully vested and outstanding.
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Stock Purchase Plans In September 2002, our stockholders approved
the 2002 Executive Officers’ Stock Purchase Plan and reserved 250,000
shares of common stock for issuance. The purpose of the plan is to pro-
vide executive officers with a convenient means to acquire an equity
interest in Symantec at fair market value by applying a portion or all of
their respective bonus payments towards the purchase price. Each exec-
utive officer may purchase up to 10,000 shares in any fiscal year. As of
March 31, 2003, no shares have been issued under the plan.

In September 1998, our stockholders approved the 1998 Employee
Stock Purchase Plan and reserved a total of 1.0 million shares of com-
mon stock for issuance. The plan was subsequently amended by our
stockholders on September 15, 1999, to increase the shares available
for issuance by approximately 1.5 million shares and to add an “ever-
green” provision whereby the number of shares available for issuance
increases automatically on January 1 of each year (beginning in 2000)
by 1% of our outstanding shares of common stock on each immediately
preceding December 31 during the term of the plan, provided that the
aggregate number of shares issued over the term of the plan does not
exceed 16.0 million shares. A total of approximately 8.1 million shares
of common stock has been reserved under the plan including an auto-
matic increase of approximately 1.5 million, 1.4 million, 1.5 million and
1.2 million shares on January 1, 2003, 2002, 2001, and 2000 respec-
tively. Subject to certain limitations, our employees may purchase,
through payroll deductions of 2% to 10% of their compensation, shares
of common stock at a price per share that is the lesser of 85% of the
fair market value as of the beginning of the offering period or the end of
the purchase period. As of March 31, 2003, approximately 2.6 million
shares had been issued and 5.5 million shares remain available under

the plan.

Stock Award Plans In September 2000, our stockholders approved
the 2000 Directors Equity Incentive Plan and reserved 50,000 shares of
common stock for issuance under this plan. The purpose of this plan is
to provide the members of the Board of Directors with an opportunity
to receive common stock for all or a portion of the retainer payable to
each director for serving as a member. Each director may elect to
receive 50% to 100% of the retainer to be paid in the form of stock. As
of March 31, 2003, a total of approximately 22,000 shares had been

issued under this plan.

In January 1995, the Board of Directors approved the terms of the 1994
Patent Incentive Plan. The purpose of this plan is to increase awareness
of the importance of patents to our business and to provide employees
with incentives to pursue patent protection for new technologies that
may be valuable to us. Our executive officers are not eligible for awards
under the 1994 Patent Incentive Plan, and no employee is eligible to
receive more than 100,000 shares of common stock at any time during
the term of the plan. The Board of Directors reserved 800,000 shares of
common stock for issuance under this plan. As of March 31, 2003, a
total of approximately 59,000 shares had been issued under this plan.

Stock awards issued under these stock award plans are recorded as

compensation expense.



Stock Option Plans We maintain stock option plans pursuant to which
an aggregate total of approximately 83.0 million shares of common
stock have been reserved for issuance as incentive and nonqualified
stock options to employees, officers, directors, consultants, independ-
ent contractors and advisors to us, or of any parent, subsidiary or affili-
ate of Symantec as the Board of Directors or committee may determine.
The purpose of these plans is to attract, retain and motivate eligible
persons whose present and potential contributions are important to
our success by offering them an opportunity to participate in our future
performance through awards of stock options and stock bonuses. Under
the terms of these plans, the option exercise price may not be less than
100% of the fair market value on the date of grant and the options
have a maximum term of ten years and generally vest over a four-year
period.

In January 2001, the Board of Directors approved the terms of the 2001
Non-Qualified Equity Incentive Plan, under which we grant options to
employees, officers, directors, consultants, independent contractors and
advisors to us, or of any parent, subsidiary or affiliate of Symantec as
the Board of Directors or committee may determine. Options awarded
to insiders, defined as officers, directors or other persons subject to
Section 16 of the Securities Exchange Act of 1934, may not exceed in
the aggregate fifty (50%) percent of all shares that are available for
grant under the plan and employees of the company who are not insid-
ers must receive at least fifty (50%) percent of all shares that are avail-
able for grant under the plan. The terms of this plan are similar to those
of our 1996 Equity Incentive Plan, except that it was adopted, and may
be amended, without stockholder approval. The Board of Directors
reserved 6.0 million shares of common stock for issuance under the
plan. As of March 31, 2003, approximately 1.7 million options were
outstanding under this plan.

In December 2000, as a result of our acquisition of AXENT, we assumed
all outstanding AXENT stock options. Each AXENT stock option assumed
by us is exercisable for one share of Symantec common stock for each
one share of AXENT common stock that was previously subject to the
option, at the same exercise price. Each option is otherwise subject to
the same terms and conditions as the original grant and generally vests
over four years and expires ten years from the date of grant. No further
options may be granted under the AXENT plans. As of March 31, 2003,
approximately 452,000 options were outstanding.

In July 1999, the Board of Directors approved the terms of the 1999
Acquisition Plan. Options awarded to officers may not exceed in the
aggregate thirty (30%) percent of all shares that are available for grant
under the plan. The terms of this plan are similar to those of our 1996
Equity Incentive Plan, except that it was adopted, and may be amended,
without stockholder approval. The Board of Directors reserved 1.0 mil-
lion shares of common stock for issuance under the plan. As of March
31, 2003, approximately 213,000 options were outstanding under this
plan.

In accordance with the employment agreement dated April 11, 1999
between our current CEO and Symantec, the Board of Directors
approved the issuance of a non-qualified stock option to acquire
400,000 shares of common stock to the CEO. The option was granted
at 100% of the fair market value on the date of grant, has a term life
of ten years and vests over a five-year period. As of March 31, 2003, all
400,000 options were outstanding.

On December 20, 1999 a non-qualified option to acquire 40,000 shares
was approved for grant to the CEO and was deemed granted on January
1, 2000. The option was granted at 100% of the fair market value on
the date of grant, has a term life of ten years and vests 25% on the first
anniversary of the date of grant and 2.0833% each month thereafter.
As of March 31, 2003, all 40,000 options were outstanding.

In May 1996, our stockholders approved the 1996 Equity Incentive Plan
and subsequently approved amendments to increase the number of
shares of common stock reserved for issuance under the plan to a total
of approximately 48.9 million shares, including approximately 6.4 mil-
lion, 7.2 million and 4.8 million shares approved on September 12,
2002, September 12, 2001 and December 15, 2000, respectively. As of
March 31, 2003, approximately 20.7 million options were outstanding
under this plan.

As of March 31, 2003, of the approximately 24.6 million shares reserved
under the 1988 Employee Stock Option Plan, which was superseded by
the 1996 Equity Incentive Plan, approximately 111,000 options remain
outstanding. Furthermore, of the 900,000 shares reserved under the
1993 Directors Stock Option Plan, 31,000 options remain outstanding.
No further options may be granted under these plans.

Stock option activity was as follows:

Weighted

Average

Exercise

(IN THOUSANDS, EXCEPT WEIGHTED Number Price Per
AVERAGE EXERCISE PRICE PER SHARE) of Shares Share
Outstanding as of March 31, 2000 20,038 $16.34
Granted 18,334 19.57
Exercised (3,542) 10.30
Canceled (3,102) 20.88
Outstanding as of March 31, 2001 31,728 18.43
Granted 8,450 30.26
Exercised (8,254) 14.56
Canceled (3,140) 20.67
Outstanding as of March 31, 2002 28,784 22.77
Granted 3,548 36.12
Exercised (6,390) 18.92
Canceled (2,323) 26.83
Outstanding as of March 31, 2003 23,619 $25.42

Symantec 2003

61



62

Stock option balances were as follows:

March 31,
(IN THOUSANDS) 2003 2002
Authorized and/or outstanding 38,030 38,511
Available for future grants 14,864 9,727
Exercisable and vested 9,287 8,434

The following table summarizes information about options outstanding as of March 31, 2003:

Outstanding Options

Exercisable Options

Range of Exercise Prices

Weighted
Number Average Weighted Number Weighted
of Shares Contractual Average of Shares Average

(in thousands)

Life (in years)

Exercise Price (in thousands)

Exercise Price

$ 4.50 - $17.25
17.28 - 22.22
22.28 - 32.18
32.32 - 33.66
33.71- 47.92

4,850 6.27 $12.16 3,095 $11.34
4,969 7.70 18.43 1,813 18.48
4,846 7.75 28.31 2,013 27.89
5,024 8.77 32.90 983 32.86
3,930 8.24 37.48 1,383 35.19
23,619 7.73 $25.42 9,287 $22.15

These options will expire if not exercised by specific dates through
March 2013. Prices for options exercised during the three years ended
March 31, 2003 ranged from $2.81 to $40.19.

We elected to follow APB No. 25, Accounting for Stock Issued to
Employees, in accounting for our employee stock options because the
alternative fair value accounting provided for under SFAS No. 123,
Accounting for Stock-Based Compensation, requires the use of option
valuation models that were not developed for use in valuing employee
stock options. Under APB No. 25, because the exercise price of our
employee stock options generally equals the market price of the

underlying stock on the date of grant, no compensation expense is
recognized in our consolidated financial statements.

Pro forma information regarding net income (loss) and net income (loss)
per share is required by SFAS No. 123. This information is required to

be determined as if we had accounted for our employee stock options,
including shares issued under the Employee Stock Purchase Plan, collec-
tively called “options,” granted subsequent to March 31, 1995 under

the fair value method of that statement. The fair value of options
granted during fiscal 2003, 2002 and 2001 reported below has been
estimated at the date of grant using the Black-Scholes option-pricing
model assuming no expected dividends and the following weighted

average assumptions:

Employee Stock Options Employee Stock Purchase Plans

2003 2002 2001 2003 2002 2001
Expected life (years) 5.23 5.62 5.01 0.50 0.50 0.50
Expected volatility 0.72 0.76 0.71 0.59 0.80 0.84
Risk free interest rate 3.12% 4.60% 4.50% 1.35% 2.70% 6.00%
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The weighted average estimated fair values of employee stock options
granted during fiscal 2003, 2002 and 2001 were approximately $22.36,
$20.66 and $12.70 per share, respectively. The weighted average esti-
mated fair value of employee stock purchase rights granted under the
Employee Stock Purchase Plan during fiscal 2003, 2002 and 2001 were
approximately $17.85, $14.56 and $10.53, respectively.

For purposes of pro forma disclosure, the estimated fair value of the
options was amortized to expense over the options’ vesting period, for
employee stock options, and the six-month purchase period, for stock
purchases under the Employee Stock Purchase Plan. Options assumed
as a result of our acquisition of AXENT were not included in the esti-
mated fair value. Shares purchased through the AXENT Purchase Plan
subsequent to the closing date of the AXENT acquisition were included
in the estimated fair value and were included in the pro forma informa-
tion in the Summary of Significant Accounting Policies under Stock-
Based Compensation.

Note 13. Restructuring, Site Closures and Other
Restructuring, site closures and other consisted of the following:

Year Ended March 31,

(IN THOUSANDS) 2003 2002 2001

Employee severance and

outplacement $ 8,621 $ 2,639 $3,524
Excess facilities and equipment 2,468 17,789 140
Total restructuring, site

closures and other $11,089 $20,428 $3,664

During the March 2003 quarter, we recorded approximately $3.4 million
for the costs of severance, related benefits and outplacement services
primarily associated with the relocation of certain development, sales
and finance activities and the realignment of certain worldwide market-
ing efforts. As a result, we terminated 122 employees. In addition, we
recorded approximately $3.0 million for exit costs associated with the
consolidation of certain facilities in the United States. As of March 31,
2003, we had an accrual of approximately $3.2 million outstanding
related to severance, benefits and outplacement services, and $1.5 mil-
lion related to rent and related exit costs of the facilities.

During the September 2002 quarter, we recorded approximately $0.7
million for the costs of severance, related benefits and outplacement
services associated with the reduction in operations of our San Antonio,

Texas site. As a result, we terminated 51 employees. As of March 31,
2003, all costs have been paid with the exception of an immaterial
amount related to outplacement service charges.

During the June 2002 quarter, we recorded approximately $6.1 million
for costs of severance, related benefits, outplacement services and
abandonment of certain fixed assets primarily associated with the
restructuring and relocation of our Leiden, Netherlands operations

to Dublin, Ireland and the outsourcing of our North American and
European consumer support functions. As a result of this relocation,
we terminated 251 employees. This estimate was subsequently revised
in the September 2002 quarter, resulting in a reduction in severance,
related benefits and outplacement services accrual by approximately
$0.9 million. As of March 31, 2003, we had an accrual of approximately
$0.1 million outstanding related to severance, related benefits and out-
placement service charges.
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Details of the fiscal 2003 restructuring, site closures and other were as follows:

Cash/ Original Amount Amount Balance
(IN THOUSANDS) Non-cash Charge Paid/Used Adjusted at 3/31/03
Employee severance and outplacement Cash $ 9,606 $(5,304) $(944) $3,358
Excess facilities and fixed assets Cash/non-cash 3,507 (1,999) - 1,508
Total restructuring, site closures, and other $13,113 $(7,303) $(944) $4,866
Details of the fiscal 2002 restructuring, site closures and other were as follows:

Cash/ Original Amount Amount Balance
(IN THOUSANDS) Non-cash Charge Paid/Used Adjusted at 3/31/03
Employee severance and outplacement Cash $ 2639 $ (2,598) $  (41) $ -
Excess facilities Cash/non-cash 17,789 (9,463) (1,039) 7,287
Total restructuring, site closures and other $20,428  $(12,061) $(1,080) $7,287
Details of the fiscal 2001 restructuring, site closures and other were as follows:

Cash/ Original Amount Amount Balance
(IN THOUSANDS) Non-cash Charge Paid/Used Adjusted at 3/31/03
Employee severance and outplacement Cash $3,524 $(3,524) $- $-
Excess equipment Non-cash 140 (140) - -
Total restructuring, site closures and other $3,664 $(3,664) $ - $ -

During the March 2002 quarter, we recorded approximately $8.1 million
for exit costs associated with the expansion of our Newport News,
Virginia site to a larger facility in Newport News, consolidation of most
of our United Kingdom facilities to Maidenhead, UK, and relocation of
our Leiden, Netherlands operations to Dublin, Ireland, in efforts to con-
solidate our European support functions. These costs included approxi-
mately $5.8 million in rent remaining on the abandoned facilities and
related exit costs, and $2.3 million in related abandoned fixed asset and
leasehold improvement write-offs. These estimates were subsequently
revised in the March 2003, December 2002 and September 2002 quar-
ters, resulting in a net reduction in the facility related accrual by approx-
imately $0.3 million, ($0.4) million and ($1.2) million, respectively. As
of March 31, 2003, we had an accrual of approximately $2.8 million
outstanding related to rent and exit costs of the facilities.

Also during the March 2002 quarter, we recorded approximately $1.0
million for the costs of severance, related benefits and outplacement
services, as we reorganized various operating functions. As a result, we
terminated 29 employees. As of September 30, 2002, all costs had been
paid with the exception of an immaterial amount for related outplace-
ment services.
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During the December 2001 quarter, we recorded approximately

$9.4 million for exit costs associated with the relocation of our North
American support group from Eugene, Oregon to an expanded facility

in Springfield, Oregon. These costs included approximately $6.7 million
in rent remaining on the abandoned facilities in Eugene, Oregon and
related exit costs, and $2.7 million in related abandoned leasehold
improvement write-offs. These estimates were subsequently revised

in the September 2002 quarter, resulting in an increase in the facility
related accrual by approximately $0.2 million. As of March 31, 2003, we
had an accrual of approximately $4.4 million outstanding related to rent
and related exit costs of the facilities.

During the June 2001 quarter, we recorded approximately $2.0 million
for the costs of employee severance, related benefits, outplacement
services and abandonment of certain facilities primarily related to vari-
ous restructurings as we continued the integration of AXENT into our
operations. As a result, we terminated 58 employees. These severance,
related benefits, and outplacement costs were paid by the end of the
September 2001 quarter. As of December 31, 2002, all costs have been
paid with the exception of an immaterial amount related to the aban-
doned facilities.

During the March 2001 quarter, we reorganized various operating
functions, thereby terminating 50 employees, and recorded approxi-
mately $1.1 million for the costs of severance, related benefits and



outplacement services. In addition, we provided approximately $1.2 mil-
lion for costs of severance and related benefits for six members of our
senior management due to a realignment of certain responsibilities.
These severance, related benefits, and outplacement costs were paid

by the end of the September 2001 quarter.

During the December 2000 quarter, we reduced a portion of our opera-
tions in Toronto, thereby terminating 10 employees, and recorded
approximately $400,000 for the costs of severance, related benefits

and abandonment of certain equipment. In addition, approximately
$900,000 was provided for costs of severance and related benefits for
four members of our senior management due to a realignment of certain
responsibilities. These severance and related benefits were paid by the
end of the March 2001 quarter.

The exit plans associated with each of the reductions in workforce and
facility closures above specifically identified all the significant actions,
including:

the names of individuals who would not continue employ-
ment with us;

the termination dates and severance packages for each
terminating employee;

the date we would vacate the facilities which were under
existing operating leases; and

the specific excess equipment, furniture, fixtures and
leasehold improvements to be disposed.

Employee severance and outplacement was primarily comprised of sev-
erance packages for employees who were terminated as a result of the
restructurings. As part of each restructuring, we specifically identified
those individuals who would not continue employment with us. The
severance periods ranged from one to six months. The total cost of the
severance packages was accrued and included in a restructuring charge
after the identified employees had their severance packages communi-
cated to them. Additionally, we accrued estimated costs associated with
outplacement services to be provided to terminating employees, as
these costs have no future economic benefit to us. The remaining accrual
as of March 31, 2003 was primarily for outstanding severance, benefits
and outplacement costs and will be paid by the first quarter of fiscal 2004.

Excess facilities and equipment included 1) remaining lease payments
associated with building leases subsequent to their abandonment dates,
2) net of estimated sublease income, and/or 3) estimated lease termina-
tion costs. The cash outlays for these leases are to be made over the
remaining term of each lease, unless a lease termination payment is
required. In addition, we wrote off the carrying value of site-specific
equipment, furniture, fixtures and leasehold improvements, which
would no longer be utilized. The accrual as of March 31, 2003 relates
primarily to the remaining lease payments, net of estimated sublease
income, which will be paid over the remaining lease term subsequent to
the abandonment of each facility through fiscal year 2007.

Note 14. Income Taxes

The components of the provision for income taxes were as follows:

Year Ended March 31,

(IN THOUSANDS) 2003 2002 2001
Current:
Federal $ 58,732 $24,508 $ 55,019
State 15,045 9,543 14,741
International 45,809 26,045 30,411
119,586 60,096 100,171
Deferred:
Federal (620) 13,802 (16,677)
State (2,465) 1,512 (5,386)
International (1,308) (1,761) (1,264)
(4,393) 13,553 (23,327)
$115,193 $73,649 $ 76,844

The difference between our effective income tax rate and the federal

statutory income tax rate as a percentage of income before income

taxes was as follows:

Year Ended March 31,

2003 2002 2001
Federal statutory rate 35.0% 35.0% 35.0%
State taxes, net of federal benefit 2.1 15.8 4.3
Acquired in-process research and
development charges with no
tax benefit - - 5.5
Non-deductible goodwill amortization - 148.5 16.8
Foreign earnings taxed at less than
the federal rate (5.7) (30.8) (11.5)
Valuation allowance for potential
non-deductible loss on investment - - 3.1
Research tax credits - (2.2) (0.7)
Benefit of exempt foreign sales
income - (2.0) (0.2)
Other, net 0.3 (2.4) 2.3
31.7% 161.9% 54.6%
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The principal components of deferred tax assets were as follows:

March 31,
(IN THOUSANDS) 2003 2002
Deferred tax assets:
Tax credit carryforwards $ 8,712 $ 1,618
Net operating loss carryforwards of
acquired companies 43,874 25,029
Other accruals and reserves not currently
tax deductible 49,485 37,421
Deferred revenue 21,000 9,736
Loss on investments not currently tax
deductible 10,375 10,199
Other 7,117 10,675
140,563 94,678
Valuation allowance (5,111) (5,111)
Deferred tax assets 135,452 89,567
Deferred tax liabilities:
Acquired intangible assets (13,010) (11,353)
Tax over book depreciation (8,012) (1,697)
Unremitted earnings of foreign subsidiaries (14,160) (1,689)
Net deferred tax assets $100,270 $ 74,828

Realization of a significant portion of approximately $100.3 million of
net deferred tax assets is dependent upon our ability to generate suffi-
cient future taxable income and the implementation of tax planning
strategies. We believe it is more likely than not that the net deferred tax
assets will be realized based on historical earnings, expected levels of
future taxable income in the U.S. and certain foreign jurisdictions, and
the implementation of tax planning strategies. The valuation allowance
remained unchanged during fiscal 2003 and 2002.

As of March 31, 2003, we have tax credit carryforwards of approximately
$8.7 million that expire in fiscal 2004 through 2008. In addition, we
have net operating loss carryforwards attributable to various acquired
companies of approximately $111.4 million that expire in fiscal 2011
through 2022. These net operating loss carryforwards are subject to an
annual limitation under Internal Revenue Code §382, but are expected
to be fully realized.

Pretax income from international operations was approximately $225.4
million, $168.4 million and $144.9 million for fiscal 2003, 2002 and
2001, respectively.

No provision has been made for federal or state income taxes on
approximately $490.6 million of cumulative unremitted earnings of
certain of our foreign subsidiaries as of March 31, 2003, since we plan
to indefinitely reinvest these earnings. As of March 31, 2003, the unrec-
ognized deferred tax liability for these earnings was approximately
$127.6 million.
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Note 15. Litigation

On March 28, 2003, Ronald Pearce filed a lawsuit on behalf of himself
and purportedly on behalf of the general public of the United States and
Canada in the California Superior Court, Santa Clara County, alleging
violations of California Business and Professions Code section 17200
and false advertising in connection with our WinFax Pro product. The
complaint seeks damages and injunctive and other equitable relief,

as well as costs and attorney fees. We intend to defend the action
vigorously.

On February 27, 2003, PowerQuest Corporation filed a lawsuit against
us in the United States District Court, District of Utah, alleging that
our Ghost product infringes a patent owned by them. The complaint
seeks damages and injunctive relief. We intend to defend the action
vigorously.

On February 7, 2003, Cathy Baker filed a lawsuit against us, Microsoft
and two retailers in the California Superior Court, Marin County, pur-
portedly on behalf of the general public of California and of a class of
certain purchasers of software products. An amended complaint filed
in May 2003 adds Greg Johnson as plaintiff and Adobe Systems and
another retailer as defendants. The complaint alleges that our refund
policies violate consumer warranty and unfair business practice laws.
The lawsuit seeks damages, rescission and injunctive relief, as well as
costs and attorney fees. We intend to defend the action vigorously.

On November 29, 2002, William Pereira filed a purported class action
lawsuit against a local retailer and us in the Supreme Court of New York,
New York County, alleging breach of contract and deceptive business
practices in connection with rebates offered by us. The complaint was
served March 26, 2003. The complaint seeks damages, costs and attor-
ney fees. We intend to defend the action vigorously.

On June 14, 2002, Hark Chan and Techsearch LLC filed a lawsuit
against us in the United States District Court for the Northern District
of California, alleging that unspecified products sold on CD-ROM with
Internet hyperlinks and/or with the LiveUpdate feature infringe a patent
owned by Techsearch. Subsequently, IP Innovation LLC was added as a
plaintiff. The lawsuit requests damages, injunctive relief, costs and
attorney fees. We intend to defend the action vigorously.

In May 2002, Craig Hughes filed a lawsuit in Utah state court, purport-
edly on behalf of a class of persons located in Utah who he asserts
received unsolicited commercial email from us. The complaint alleges
violation of Utah’s recently enacted Unsolicited Commercial Email Act.
The lawsuit requests damages, costs and attorney fees. In January
2003, the parties to the lawsuit submitted to the court a stipulated
request for dismissal.

On December 23, 1999, Altiris Inc. filed a lawsuit against us in the
United States District Court, District of Utah, alleging that unspecified
Symantec products including Norton Ghost Enterprise Edition, infringed
a patent owned by Altiris. The lawsuit requests damages, injunctive
relief, costs and attorney fees. In October 2001, a stipulated judgment
of non-infringement was entered following the court’s ruling construing
the claims of the Altiris patent, and in February 2003, the Court of



Appeals for the Federal Circuit reversed the judgment and remanded the
case. We intend to defend the action vigorously.

In July 1998, the Ontario Court of Justice (General Division) ruled that
we should pay a total of approximately $4.7 million for damages, plus
interest, to Triolet Systems, Inc. and Brian Duncombe in a decade-old
copyright action, for damages arising from the grant of a preliminary
injunction against them. The damages were awarded following the
court’s ruling that evidence presented later in the case showed the
injunction was not warranted. We inherited this case through our acqui-
sition of Delrina Corporation, which was the plaintiff in this lawsuit. Our
appeal of the decision was denied, and our request for further review of
that decision was also denied. We recorded a charge of approximately
$5.8 million during the June 1998 quarter, representing the unaccrued
portion of the judgment plus costs, and an additional charge of approxi-
mately $3.1 million for post-judgment interest and other costs during
the March 2002 quarter. In January 2003, we paid the judgment, inter-
est and costs of approximately $7.4 million. We expect to pay the
remaining accrued balance of costs upon further determination by the
court. As of March 31, 2003, we believe that we have adequately
accrued for both the damages and costs.

In October 1997, a complaint was filed in the United States District
Court for the District of Utah on behalf of PowerQuest Corporation,
against Quarterdeck, which we acquired in March 1999. The complaint
alleges that Quarterdeck’s partitioning software, included in Partition-It
and Partition-It Extra Strength, violated a patent held by PowerQuest.
In January 1998, PowerQuest obtained a second patent relating to parti-
tioning and has amended its complaint to allege infringement of that
patent as well. The plaintiff has added us as a defendant and seeks an
injunction against distribution of the Partition-It and Partition-It Extra
Strength products and monetary damages. We intend to defend the
action vigorously.

On September 15, 1997, Hilgraeve Corporation filed a lawsuit in the
United States District Court, Eastern District of Michigan, against us,
alleging that unspecified Symantec products infringe a patent owned by
Hilgraeve. The lawsuit requests damages, injunctive relief, costs and
attorney fees. In March 2000, the court granted our summary judgment
motions and dismissed the case. In September 2001, the Court of
Appeals for the Federal Circuit reversed the summary judgment and
ordered the case returned to the District Court. We intend to defend
the action vigorously.

Over the past few years, it has become common for software companies,
including us, to receive claims of patent infringement. At any given time,
we are evaluating claims of patent infringement asserted by several par-
ties, with respect to certain of our products. The outcome of any related
litigation or negotiation could have a material adverse impact on our
future results of operations or cash flows.

We are also involved in a number of other judicial and administrative
proceedings that are incidental to our business. We intend to defend all
of the aforementioned pending lawsuits vigorously. Although adverse
decisions (or settlements) may occur in one or more of the cases, and it
is not possible to estimate the possible loss or losses from each of these

cases, the final resolution of these lawsuits, individually or in the aggre-
gate, is not expected to have a material adverse affect on our financial
condition. Depending, however, on the amount and timing of an unfavor-
able resolution of these lawsuits, it is possible that our future results of
operations or cash flows could be materially adversely affected in a
particular period. We have accrued certain estimated legal fees and
expenses related to certain of these matters; however, actual amounts
may differ materially from those estimated amounts.

The total amount of legal and settlement expenses accrued as of the
respective year-ends, and the amounts expensed for the years then
ended, were as follows:

Balance as of March 31, 2003 $ 6.4 million
Amount expensed during fiscal 2003 $11.8 million
Balance as of March 31, 2002 $12.5 million
Amount expensed during fiscal 2002 $ 9.0 million
Balance as of March 31, 2001 $ 8.4 million
Amount expensed during fiscal 2001 $ 3.4 million

The legal expenses accrued by us are deemed probable because the law-
suits have been filed, management has determined its plans of action
with regards to the cases and, accordingly, knows that it will incur legal
expenses related to the particular lawsuit. Utilizing the assumptions
noted in Summary of Significant Accounting Policies under Legal
Expenses, management is able to estimate a minimum amount of legal
fees to be incurred in these lawsuits.

Note 16. Segment Information

Our operating segments are significant strategic business units that
offer different products and services, distinguished by customer needs.
We have five operating segments: Enterprise Security, Enterprise
Administration, Consumer Products, Services and Other.

The Enterprise Security segment focuses on providing Internet security
technology, global response and services necessary for organizations to
manage their information security needs. The Enterprise Administration
segment offers products that enable companies to be more effective
and efficient within their information technology departments. The
Consumer Products segment focuses on delivering our security and
problem-solving products to individual users, home offices and small
businesses. The Services segment is focused on providing information
security solutions that incorporate best-of-breed technology, security
expertise and global resources. The Other segment is comprised of
sunset products and products nearing the end of their life cycle. Also
included in the Other segment are all indirect costs, general and admin-
istrative expenses, amortization of goodwill (through March 31, 2002)
and other intangible assets, debt issuance costs and other assets and
charges, such as acquired in-process research and development, legal
judgments and settlements and restructuring and site closures which
are not charged to the other operating segments.

We shifted our focus to these operating segments during fiscal 2000,
with additional realignment in fiscal 2003, 2002 and 2001. Due to this
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change, we have presented the fiscal 2002 and 2001 segment informa-
tion to conform to our current segments. In addition, we have appropri-
ately presented the amortization of other intangible assets by segment
for fiscal 2002.

The accounting policies of the segments are the same as those described
in the summary of significant accounting polices, with the exception of
the amortization of acquired product rights, which is included entirely in

our Other segment. There are no intersegment sales. Our chief operating
decision maker evaluates performance based on direct profit or loss
from operations before income taxes not including nonrecurring gains
and losses, foreign exchange gains and losses and miscellaneous other
income and expenses. The majority of our assets and liabilities are not
discretely allocated or reviewed by segment. The depreciation and amor-
tization of our property, equipment and leasehold improvements are
allocated based on headcount, unless specifically identified by segment.

Enterprise Enterprise Consumer Total
(IN THOUSANDS) Security Administration Products Services Other Company
Fiscal 2003
Revenue from external customers $593,552 $215,017 $570,266 $26,377 $ 1,734 $1,406,946
Operating income (loss) 119,226 160,077 293,695 (26,099) (205,387) 341,512
Depreciation & amortization expense 12,206 373 3,414 3,103 73,945 93,041
Fiscal 2002
Revenue from external customers 454,925 222,543 376,137 10,905 6,928 1,071,438
Operating income (loss) 108,267 155,495 155,370 (24,042) (387,049) 8,041
Depreciation & amortization expense 10,789 439 2,741 631 258,267 272,867
Fiscal 2001
Revenue from external customers 282,769 230,644 330,363 2,280 7,498 853,554
Operating income (loss) 35,767 169,108 128,539 (4,920) (218,894) 109,600
Depreciation & amortization expense 7,608 243 3,612 93 109,285 120,841

GEOGRAPHICAL INFORMATION

Year Ended March 31,

(IN THOUSANDS) 2003 2002 2001
Net revenues from external customers:
United States $ 714,111 $ 566,837 $440,512
Other foreign countries 692,835 504,601 413,042
$1,406,946 $1,071,438 $853,554
March 31,
(IN THOUSANDS) 2003 2002
Long-lived assets (excluding restricted
investments and deferred income taxes):
United States $1,186,071 $735,122
United Kingdom 31,380 29,240
Ireland 27,902 23,394
Japan 6,002 5,340
Canada 1,128 1,021
Other foreign countries 17,115 15,149
$1,269,598  $809,266
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SIGNIFICANT CUSTOMERS

The following distributors covered all segments and accounted for more
than 10% of net revenues during fiscal 2003, 2002 and 2001:

Year Ended March 31,

2003 2002 2001
Ingram Micro, Inc. 26% 23% 26%
Tech Data Corp. 15 11 *

*Amount is less than 10% of net revenues.

Note 17. Reclassifications of Previously Reported
Financial Information

We have reclassified certain previously reported amounts to conform to
the current presentation format with no impact on net income (loss).

In accordance with SFAS No. 142, we recharacterized acquired work-
force-in-place and the related deferred tax liability as goodwill. For
comparative purposes, we have reclassified the related balances as of
March 31, 2002 in the consolidated balance sheet and in Note 1, Note 4
and Note 16 (Geographical Information).



We also reclassified from other accrued expenses to other long-term
obligations the long-term portion of certain lease payments related to
facilities abandoned during the March 2002 quarter. We have reclas-
sified the related balances as of March 31, 2002 in the consolidated
balance sheet.

Subsequent to March 31, 2002, we revised our methodology for allocat-

ing certain costs, including the allocation of technical support costs
between sales and marketing expenses and cost of revenues and the

allocation of certain general and administrative expenses between cost

of revenues and operating expenses. As a result, we have reclassified
the related balances for the years ended March 31, 2002 and 2001 in
the consolidated statements of operations and in Note 2.

CONSOLIDATED STATEMENTS OF OPERATIONS

(IN THOUSANDS)

A summary of reclassifications of the consolidated balance sheet as of
March 31, 2002 and the consolidated statements of operations for the
years ended March 31, 2002 and 2001 was as follows:

CONSOLIDATED BALANCE SHEET

March 31, 2002

As Reclassified

As Originally in 2003
(IN THOUSANDS) Reported Form 10-K
Deferred income taxes (long-term) $ 3,152 $ 6,207
Acquired product rights, net 72,193 65,219
Goodwill, net 521,949 525,868
Other accrued expenses 70,745 66,422
Total current liabilities 579,098 574,775
Other long-term obligations $ 3631 $ 7,954

Year Ended March 31,

2002 2001

As Reclassified As Reclassified

As Originally in 2003  As Originally in 2003
Reported Form 10-K Reported Form 10-K

Cost of revenues

Gross margin

Sales and marketing
General and administrative

Total operating expenses

Note 18. Subsequent Events

On April 17, 2003, we purchased certain assets related to Roxio Inc.’s
GoBack computer recovery software business for approximately
$13.0 million in cash.

Also, on May 13, 2003, we entered into an agreement to acquire
Nexland, Inc., a technology driven Internet security company whose

Schedule Il. Valuation and Qualifying Accounts

(IN THOUSANDS)

$194,610 $195,903 $123,860 $131,999
876,828 875,535 729,694 721,555
428,495 425,951 349,921 341,456
53,880 55,131 44,784 45,110
$868,787  $867,494 $620,094 $611,955

Internet Protocol based networking appliances are installed at enter-
prise branches and telecommuter offices worldwide, for approximately
$19.6 million in cash. We expect to complete the acquisition in the first

quarter of fiscal 2004.

Balance at Charged to Balance at
Beginning Costs and End
of Period Expenses* Write-offs of Period

Allowance for doubtful accounts:
Year ended March 31, 2001
Year ended March 31, 2002
Year ended March 31, 2003

$ 6444  $3287  $(1,392) $ 8339
8,339 2,349 (607) 10,081
10,081 456 (784) 9,753

*During fiscal 2001, amount represents a balance sheet increase in allowance for doubtful accounts as a result of a balance acquired from our acquisition of AXENT. Bad debt expense was

not significant during fiscal 2001.
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Report of Independent Auditors

The Board of Directors and Stockholders
Symantec Corporation

We have audited the accompanying consolidated balance sheet of Symantec Corporation and subsidiaries (the Company) as of March 31, 2003, and
the related consolidated statements of operations, stockholders’ equity and cash flow for the year ended March 31, 2003. Our audit also included the
financial statement schedule in Schedule Il for the year ended March 31, 2003. These consolidated financial statements and schedule are the respon-
sibility of the Company’s management. Our responsibility is to express an opinion on these consolidated financial statements and schedule based on
our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America. 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. An audit also includes assessing
the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation.
We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above presents fairly, in all material respects, the financial position of Symantec
Corporation and subsidiaries as of March 31, 2003, and the results of their operations and their cash flow for the year then ended in conformity with
accounting principles generally accepted in the United States of America. Also, in our opinion, the related financial statement schedule for the year
ended March 31, 2003, when considered in relation to the basic financial statements taken as a whole, presents fairly in all material respects the
information set forth therein.

As described in the Summary of Significant Accounting Policies to the consolidated financial statements, the Company adopted Statement of
Financial Accounting Standard No. 142 (“SFAS No. 142”), Goodwill and Other Intangible Assets, as of April 1, 2002. As described in Note 4, these con-
solidated financial statements have been revised to include the transitional disclosures required by SFAS No. 142. In our opinion, the disclosures for
2002 and 2001 in Note 4 are appropriate. As described in Note 16, the disclosures in the notes to the 2002 and 2001 consolidated financial state-
ments relating to reportable segments have been restated. We audited the adjustments that were applied to restate the disclosures for reportable
segments reflected in the 2002 and 2001 consolidated financial statements. In our opinion, such adjustments are appropriate and have been prop-
erly applied. As described in Note 17, the consolidated financial statements as of March 31, 2002 and for each of the years in the two year period
then ended have been revised to reflect the reclassification of certain amounts to achieve comparability with the 2003 financial statement presenta-
tion. In our opinion, the reclassifications for 2002 and 2001 are appropriate. However, we were not engaged to audit, review, or apply any procedures
to the 2002 or 2001 consolidated financial statements of Symantec Corporation and subsidiaries other than with respect to such aforementioned
disclosures and reclassifications, and accordingly, we do not express an opinion or any other form of assurance on the 2002 or 2001 consolidated
financial statements taken as a whole.

KPMe LIP

Mountain View, California
April 23, 2003, except for Note 18, which is as of May 13, 2003,
and Notes 4, 16 and 17, which are as of June 11, 2003
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Report of Ernst & Young LLP, Independent Auditors

The Board of Directors and Stockholders
Symantec Corporation

We have audited the accompanying consolidated balance sheet of Symantec Corporation as of March 31, 2002, and the related consolidated state-
ments of operations, stockholders’ equity, and cash flows for each of the two years in the period ended March 31, 2002. Our audits also included
the financial statement schedule in Schedule Il for the two years in the period ended March 31, 2002. These financial statements and schedule
are the responsibility of the Company’s management. Our responsibility is to express an opinion on these financial statements and schedule based
on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the 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 exam-
ining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that
our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above, prior to the disclosures, adjustments and reclassifications described in KPMG LLP’s report
(dated April 23, 2003, except for Note 18, which is as of May 13, 2003, and Notes 4, 16 and 17, which are as of June 11, 2003), present fairly, in all
material respects, the consolidated financial position of Symantec Corporation at March 31, 2002, and the consolidated results of its operations

and its cash flows for each of the two years in the period ended March 31, 2002, in conformity with accounting principles generally accepted in the
United States. Also, in our opinion, the related financial statement schedule, when considered in relation to the basic financial statements taken as
a whole, presents fairly in all material respects the information set forth therein.

é/vmﬁf ¥ MLLP

San Jose, California
April 22, 2002
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